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Abstract 
 

We observed that the implications of monetary policy for stability in the stock market had been 
dominated by obscurity, dissimilarities and inconclusiveness in extant literature. It is not even 
entirely clear how variations in monetary policy regimes predict stability in Nigeria stock markets. 
In this study, an attempt is made to empirically examine the variations in stock returns as induced 
by indices of monetary policy in Nigeria for the period 1986 through 2017. Using the two-step 
Engle and Granger error correction modelling technique, we found the monetary policy to be 
positively related to stock returns. This result could be due to extensive dominance of deposit 
money banks (DMBs) in the market capitalisation processes and formation. There is no gainsaying 
to aver that DMBs are also the primary beneficiaries of the interest income from investment in the 
risk-free bank. Policy implications were discussed.  
 
Key words: Stock Market Returns, Monetary Policy, ECM, Nigeria 
J.E.L. Classification: O24, E5 
 
 
1. Introduction 
 

In the last one and half decades, volatility in Africa's stock market has been unprecedented, 
leading to heightened attention in the quest for stability in stock prices. Centrals banks or federal 
reserve banks monetary policies and instruments play a dominant role in arresting the volatility that 
has redefined the African financial market (Suhaibu, Harvey, & Amidu, 2017). For the realisation 
of Africa 2063 Agenda, monetary policy needs to accommodate persistent variations in stock prices 
in a way that will eliminate the adverse effect of volatile stock prices on the broader objective of 
growth and development (Suhaibu et al., 2017). Since an efficient stock market prices are required 
to accelerate growth and development through savings enhancement and augmented investment 
leading to higher productivity, the pervasive role of monetary policy in stock market stability 
cannot be talked about in feeble terms as we have it in extant literature today. In other climes, 
Agyei-Boapeah, Wang, Tunyi, Machokoto and Zhang (2019) found an efficient stock market to 
abate information asymmetry and the attendant cost of information gathering. Since the efficiency 
of the stock market is premediated on efficient stock prices, information gathering and 
dissemination are by far an essential component of an efficient stock price. For national productive 
enhancement strategy to be optimum and rewarding, financial injection needs to be guaranteed at a 
price that reflects the social value and operational efficiency (Ho & An, 2020). Knowing how 
monetary policy induces stability or otherwise in the stock market will help gauge the speed of 
recovery or depth of the recession that can engulf a nation.  
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The underlying structural relationship between monetary policy and stock market returns 
remains grossly understudied along various dimensions and regions with very few studies 
conducted in Nigeria. Even the terse findings of monetary policy-stock market relationship in 
Nigeria are dominated by obscurity, variability and inconclusiveness. Some stands of studies (see 
Lawal, Somoye, Babajide & Nwanji, 2018; Okpara, 2010; Osisanwo & Atanda, 2012 for some 
examples)  found the monetary policy to exert a direct and positive influence on the stock market 
while other studies (Ayopo, Lawal, & Somoye, 2015; Umezurike & Ananwude, 2019; Umezurike, 
Echekoba, & Ananwude, 2019) found an inverse relationship. This study re-examines this 
inconclusiveness in the literature of monetary policy and stock market stability with the view of 
coming up with findings that can redefine policy and research on the subject matter. Beyond the 
country-specific analysis of monetary policy-stock market puzzle, the majority of experimental 
evidence has been done across African borders (see Belke & Beckmann, 2015; Bjørnland & 
Leitemo, 2009; Chatziantoniou, Duffy, & Filis, 2013; L. Christiano, Ilut, Motto, & Rostagno, 2010; 
L. J. Christiano, Ilut, Motto, & Rostagno, 2015; Galí & Gambetti, 2015; Haitsma, Unalmis, & de 
Haan, 2016; Ioannidis & Kontonikas, 2008; Rigobon & Sack, 2003; Thorbecke, 1997 for some 
examples), thus making findings not wholly generalisable. It should be noted that structural 
variations characterised national monetary policy approaches and the outcomes of monetary policy-
stock market relationship are expected to differ based on complex policy instruments adopted in 
each nation. The heterogeneous nature of monetary policy instruments in developing nations 
particularly Nigeria where monetary policy has been highly volatile warrants the need to examine 
the relationship on a country basis since findings are most likely to be regional or country-specific. 
A country by country-level analysis of monetary policy-stock market nexus will permit policy 
implications that are by far most inclined to the financial market and development objective of each 
nation.  

In this study, we revisited the monetary policy-stock market hysteresis in Nigeria with a view of 
affirming the exact structural relationship on the subject matter and subsequently informing policy 
directions. (a) we tested whether monetary policy is a source or reflection of ill-growth in Nigeria 
capital market (b) we estimated the magnitude of change in Nigeria's capital market as induced by 
prevailing monetary policy instruments in a time-series plot. We rely on the two-step Engle and 
Granger (1987) estimation procedure to establish a baseline relationship in our monetary policy-
stock market induced model for some reasons. The two-step Engle and Granger (1987) estimation 
procedure permits a short-run dynamic estimation of the monetary policy-induced stock market 
model. Hylleberg, Engle, Granger and Yoo (1990) argued that the error correction modelling 
technique has specifications that prevent the convergence of the variables to their long-run 
equilibrating position while gradually adjusting to their short-run equilibrium. We build upon 
previous studies to establish the contemporaneous influence of monetary policy in the stability of 
the stock market in Nigeria.  

The novelty of this research is in two-fold; (1) this study revisits almost forgotten 
inconclusiveness in the literature of monetary policy-stock market relationship in Nigeria to 
redirect policy and research. The latest study on the monetary policy-stock market relationship in 
Nigeria was conducted in 2018 (see Lawal et al., 2018; Nwaogwugwu, 2018 for an extensive 
review) with available data having a two (2) years lag period (2016). With recent fall in oil prices 
causing fiscal capacity of government reduced, there is an increased role for central banks through 
policy instruments to ensure the stability of the stock market amidst low levels of income, weak 
credit security, low savings and many other deep-rooted issues. (2) with central banks reactions to 
volatility and ill-growth and development concerns, an illusion of the monetary policy stock returns 
could determine the speed of recovery or the depth or recession that can engulf a nation. By 
advancing an argument for the role of stock prices in monetary policy formulation, the stock 
market will be enhanced to deliver not only the seemingly complex but essential role of financial 
injection primary targeting improved savings and investment. By extending the implications of 
monetary policy for stock market development, information asymmetric that causes market failure 
could be averted when stock prices incorporate all available information, i.e. reduce the cost of 
information gathering, reveals available investment opportunities and ultimately improves income 
redistribution or resource allocation. Having introduced the paper, the paper proceeds as follows. 
2.0 presents an overview of the evolution of monetary policy and the Nigerian stock market. A 
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brief review of the literature follows this, and 3.0 discusses the theoretical framework, the 
modelling strategy and the data used in the study. 4.0 presents the estimation and empirical results, 
while 5.0 concludes and offers some policy suggestions. 
 
2. Literature review 
 

The literature on monetary policy and the stock market has increased enormously in cross-
country and country-specific studies. Even more dimly discerned is the role of monetary policy on 
the stabilisation of stock price in Nigeria. Okpara (2010) studied the impact of monetary policy on 
stock market returns in Nigeria. Using the Two-stage least square technique of estimation, the 
author found that monetary policy to be a significant determinant of the short and long-run stock 
market returns. The author argued that interest rate exerts a positive and significant influence on the 
stock market returns. In other climes, Lawal, Somoye, Babajide and Nwanji  (2018) examined the 
effect of interactions between fiscal and monetary policies on stock market behaviour in Nigeria. 
Using the ARDL and EGARCH estimation technique found that both fiscal and monetary policy 
instruments jointly explain a significant part of variations in the all-share index. The authors 
claimed that monetary policy influences stock market behaviour via the interest rate channel. They 
also identified that fluctuations in interest rate alter the present value of a firm's future cash flows 
through the corporate cost of capital and also affects levels of corporate investment. In a similar but 
separate study, Nwaogwugwu (2018) investigated the impact of macroeconomic policy on stock 
market behaviour in Nigeria. The author observed that the money supply and interest rate have 
significant effects on the stock market in the short and long run. The author suggested that 
policymakers should employ monetary policy and fiscal policy in tandem rather than isolation to 
realise the full potentials of the stock market.  

In other related cross bother finding, Misati and  Nyamongo (2012) investigated the effect of 
monetary policy on the stock market in Kenya using the VAR estimation technique and found an 
insignificant relationship between monetary policy and the stock market. However, the authors 
observed that stock market volatility creates instability in monetary policy variables. These 
findings are in line with Hung and  Ma (2017) that studied the implications of the interactions 
between the stock market and interest rate policy. Using a regime-switching model to identify four 
stock market states (bull, bear, bubble, and crisis periods) and HAM to measure the expectations of 
investors toward stock price movement. The authors found that adjustments in interest rate policy 
affect stock market expectations only during market bubble periods. They suggest that that policy-
makers use changes in stock market expectations as an important basis for interest rate adjustments. 

Other cross-African findings on the monetary policy and stock market were conducted by 
Mangani (2011)  using the GARCH model estimation procedure, and the author found that 
discount rate changes is an essential determinant of mean returns and return volatility in the stock 
market. The author argued that changes in monetary policy have a significant effect on market 
portfolios and returns.  Suhaibu  Harvey and Amidu  (2017)  examines the effect of monetary 
policy on stock market dynamics in 12 African countries. Employing a panel VAR estimation 
technique, the authors established that stock markets of the 12 African countries are positively 
affected contemporaneously by their respective monetary policies through the interest rate channel, 
but could not find evidence to the reverse reaction.  The authors identified that between the two 
monetary policy stances considered (money supply and real interest rate), the real interest rate has 
the most significant influence on the stock market and inflation. Conversely, the stock market turns 
to exert more considerable influence on real interest rate than it does on money supply, therefore 
indicating a reverse relationship between monetary policy and the stock market.  They provided 
evidence to the existence of a significant relationship between monetary policy and stock market 
performance and that the relationship is bidirectional. 

In other climes, studies on the effects of monetary policy on the stock market were conducted 
by Ivrendi and  Guloglu (2012) that investigated the interactions between changes in stock prices 
and monetary policy regimes in four Asian countries Korea; Malaysia; Singapore and Thailand. 
Using a Markov regime-switching autoregressive conditional heteroskedasticity (MS-ARCH) 
found the existence of an asymmetric relationship between volatility of stock prices and stability of 
monetary policy regimes.  In another study, Neuhierl and  Weber (2019) considered the effects of 
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monetary policy on asset prices and stock returns in the USA. The authors establish that changes in 
short term interest rates have a significant effect on stock and asset prices. In a related but distinct 
study,  Ansari and  Sensarma  (2019) investigated the impact of US monetary policy on stock 
indices in BRICS Countries, employing the Vector autoregression models. The authors found that 
the Federal funds rate only had a significant positive impact on the Bombay Sensex index. While 
the transmission effect of the US monetary policy on other countries, stock indices seem to be 
insignificant.  This finding is in variance with the findings of  Prabu, Bhattacharyya and  Ray ( 
2016) that argued that monetary policy announcements in the USA have no significant impact in 
stock market indices in India. Singh & Nadkarni (2020) examined the effect of monetary policy on 
asset prices across 22 emerging countries Using the generalised method of the moment estimation 
procedure, and the authors found that contractionary monetary policy shocks lead to shrinkage in 
aggregate credit demand which in turn results to a drop in the demand of financial assets this set in 
motion a lower demand and a declining asset prices. Balcilar, Ozdemir, Ozdemir, and  Wohar, ( 
2020)  studied the effects of unconventional monetary policy in the American financial markets 
using the smooth transition vector autoregressive model (STVAR). The authors found monetary 
policy affects the risk structure of the financial markets. They argued that the risk spillover moved 
from purchased assets to non-purchased assets after quantitative easing announcement. In a more 
recent study, Wang, (2020) studied the effects of unconventional monetary policy on stock 
repurchases in the USA and Japan. Using Tobi and Probit analysis, the author found that during 
periods of unconventional monetary policy firms with more liquidity are likely to enjoy lower 
borrowing cost and are more likely to repurchase stock,  firms with higher financial leverage are 
more likely to abstain from stock repurchases, and firms coordinate dividends and stock 
repurchases to please shareholders. 
 
3. Research methodology 
 

In gauging the quantitative relevance of monetary policy for stability in the stock market in 
Nigeria, this study augments the quantity theory of money of Friedman (1970). We proceed to 
specify the general money demand function in the form; 

𝑀𝑑 = 𝑓(𝑌𝑝, 𝑟𝑏 , 𝑟𝑒 , 𝑟𝑚, 𝐼𝐼𝑒) (1) 
In the general money demand function,  money demand 𝑀𝑑is positively related to permanent 

income 𝑌𝑝 , negatively related to expected interest rates on bonds 𝑟𝑏 , the expected rate of return on 
equity 𝑟𝑒 , scheduled market interest rate 𝑟𝑚, and inflation n rate 𝐼𝐼𝑒. The rate of return on bonds and 
equity represent the opportunity costs of holding money. The rate of return on money is the 
services provided by holding money as well as any interest payments on money deposits at banks. 
Expected inflation 𝐼𝐼𝑒  represents the return on holding goods. This element is the unique 
relationship that agents hold goods as assets and substitutes them for money if they expect a price 
to rise that is capital gains on holding goods. 

The flow constraint governs this illustration; 
(𝜓𝑑 −  𝜓𝑠)  +  𝑑𝑑 =  0 (2) 

where 𝜓𝑑 is aggregate demand and 𝜓𝑠 is aggregate supply, and, 𝑑𝑑 is the change in inventory 
holdings. On the other hand, the asset allocation decision can be viewed from Walras's law stock 
constraint; 

(𝑀𝑑  −𝑀𝑠 )  + (𝐵𝑑  −𝐵𝑠)  =  0 (3) 
where 𝑀𝑑  and 𝑀𝑠 is the stock level of money demand and supply, and Bd and Bs is the stock 

level of bond demand and supply which refers to all alternative interest-bearing financial assets 
which include equities. Considering a condition of full equilibrium, if there is an increase in money 
supply Ms, the left-hand equation will be negative, which is a situation of the excess money supply, 
which will make the term on the right to be positive for excess bond demand. Hence the price of 
bonds or equity will increase, and necessarily interest rate will fall, bringing the equity market into 
equilibrium, and by Walras' Law, the money market as well will be in equilibrium. A generalised 
portfolio constraint can be stated by relating the money demand to conditions in the goods market 
to create a direct channel of aggregate demand to output. 

( 𝑀𝑑 −𝑀𝑠)  + (𝐵𝑑 − 𝐵𝑠)  +  (𝜓𝑑 −  𝜓𝑠)  =  0 (4) 
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In expansionary monetary policy, 𝑀𝑠 will increase hence the money market that is the term on 
the left will be negative. In any case, because of the goods market, there may not necessarily be an 
excess demand for bonds, since the disequilibrium in the money market can be offset by an excess 
demand for goods, i.e. 𝑀𝑑 −𝑀𝑠 <  0,𝐵𝑑 − 𝐵𝑠 =  0, and 𝜓𝑑 −  𝜓𝑠 >  0. By the Keynesian 
multiplier, as there is excess aggregate demand, then output ψs will rise and money demand Md will 
rise so that the goods market and money market are brought into equilibrium. Therefore Friedman 
proposes that an increase in money supply does not necessarily imply an excess demand for equity 
or bonds but may be offset by an increase in the demand for durable household goods such as a 
house or an automobile. This proposition is one that we wish to prove or rebut in this study, to 
know whether changes in the money supply leads to proportionate changes in stock prices or 
otherwise. 

This study is a prototype of Suhaibu et al. (2017). The functional relationship is specified thus; 
𝑆𝑆𝑆𝑆𝐸𝐼𝐼𝐼𝐼𝐼 = 𝑓(𝐸𝐸𝐶𝑅𝑅𝑅𝐼 ,𝑀2,𝐶𝐶𝐼)   (5) 

 
Where 𝑆𝑆𝑆𝑆𝐸𝐼𝐼𝐼𝐼𝐼 represents all share index,𝑀2 give aggregate money supply in the 

economy and 𝐶𝐶𝐼as a measure of inflationary tendency. The monetary policy-induced stock market 
is expressed as; 

𝑆𝑆𝑆𝑆𝐸𝐼𝐼𝐼𝐼𝐼𝑡 = 𝑆 + ∑ 𝛾𝑛𝐸𝐸𝐶𝑅𝑅𝑅𝐼𝑡
𝑛=1
𝑡 + ∑ 𝜋𝑛 𝑀2𝑡

𝑛=1
𝑡 + ∑ 𝜔𝑛𝐶𝐶𝐼𝑡𝑛=1

𝑡 + 𝜇𝑡 (6) 
Where 𝛾, 𝜋, and 𝜔 are the elasticities of the exchange rate, money supply and inflation. 𝑆 is the 

efficiency of the monetary policy-induced stock market model. 𝐸𝐸𝐶𝑅𝑅𝑅𝐼 is the exchange rate; 𝑀2 
is the depth of money supply in circulation; and 𝐶𝐶𝐼 measures inflationary propensity; 𝜇𝑡 
represents the idiosyncratic error composition  
To adjust for variance in unit and measurement (heteroskedastic) and to produce a consistent and 
robust estimate in the institution moderating remittances-growth relationship, we take the semi-
logarithms and time derivatives of equation (6) to generate the following dynamic function: 

𝑙𝑙𝑆𝑆𝑆𝑆𝐸𝐼𝐼𝐼𝐼𝐼𝑡 = 𝑆 + ∑ 𝛾𝑛𝑙𝑙𝐸𝐸𝐶𝑅𝑅𝑅𝐼𝑡
𝑛=1
𝑡 +∑ 𝜋𝑛 𝑙𝑙𝑀2𝑡

𝑛=1
𝑡 + ∑ 𝜔𝑛𝐶𝐶𝐼𝑡𝑛=1

𝑡 + 𝜇𝑡 (7) 
 
Data  

We rely on country-specific indices of monetary policy and the stock market from 1986 through 
2017. Our choice of Nigeria was premeditated on the crunch need to examine the monetary policy 
and stock market relationship in a country by country analysis to account variances in outcomes. 
Monetary policy instruments and policy mix in African nations are heterogeneous and as such 
finding on the monetary policy and the stock market is expected to differ. Data availability was 
also an important consideration when choosing the scope and dimension of the study. We measured 
stock market stability with all share index as in Hameed, Kang, and Viswanathan (2010); the 
monetary policy was measured using money supply (𝑀2) as in Akalpler and Duhok (2018), 
predominant exchange rate as in Baak (2012). We included control variable (inflation) in our 
baseline model. Inflation reported as the persistent rise in general price level influence stock market 
return through the price composition. We measure prevailing inflation using the consumer price 
index as in Quah and Vahey (1995). The data are mainly obtained from the CBN statistical bulletin 
of various issues up until 2017 and the World Bank Database (World Development Indicator, 
2017). The variables of the study and their respective descriptions and sources are contained in 
Table 1.  

 
Table no. 1: Variable Description 

Abbreviation Variable Measured As Source 
𝑺𝑺𝑺𝑺𝑬𝑰𝑰𝑰𝑬𝑰𝒕 Stock Prices All Share Index CBN Statistical Bulletin, 2017 
𝑬𝑰𝑪𝑺𝑺𝑹𝑬𝒕 Exchange Rate Nominal Exchange Rate CBN Statistical Bulletin, 2017 
𝑴𝟐𝒕 The volume of Money in 

Circulation 
Broad Money Supply CBN Statistical Bulletin, 2017 

𝑪𝑪𝑰𝒕 Inflation Consumer Price Index World Development Indicator 
(WDI), 2017 

Source: Authors, 2020 
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Empirical Strategy 
In accounting for the dynamics of stock returns as predicted by monetary policy instruments in 

Nigeria, We establish the pre-estimation evaluation and determine the fits. These are the 
preliminary evaluation of the data using the descriptive statistics method to help the show, describe 
and summarise the data in a meaningful way. The descriptive statistics established the normality 
conditions of the dataset using averages and Jarque-Bera values (Gujarati and Dawn, 2009). We 
tested the Augmented Dickey-Fuller (ADF), Philip Perron Test and the KPSS Test confirmatory 
test to ascertain the stationarity of the variables. In tandem with the frontline literature on unit-root 
testing, the time series unit root test is based on estimating equation (8):  
   ∆𝑌𝑡 = 𝛼𝑖 + 𝜂𝑦𝑡−1 + 𝛿𝑡 + ∑ 𝜃𝑖

(𝑘)∆𝑦𝑡−𝑘 + 𝜀𝑡
𝑘𝑖
𝑘=1  

𝜀𝑡~𝑖𝑑𝑖(0,𝜃𝜀2) = 1,2, … … .𝑖, 𝑡 = 1,2 … …𝑇   (8) 
Where 𝑦𝑡  denotes the 𝑦 variable observed for the N entities in the T periods, and ∆ is the 

difference operator. The unit root test involves the null hypothesis 𝑆0 ∶  𝜌𝑖 = 0 ∀𝑖 against the 
alternative 𝑆𝑅 ∶  𝜌𝑖 = 𝜌 < 0 ∀𝑖. 

For robustness and heteroskedasticity consistency, we estimated the Kwiatkowski, Phillips, 
Schmidt, and Shin (1992) (KPSS) test reconfirmation test for stationarity due to its richness in time 
series data stationarity confirmation. The KPSS unit root test reports a null hypothesis of no unit 
root in any of the series estimated. Given the residuals obtainable from the individual ordinary least 
square (OLS) regressions of a constant, or on a constant and a trend, the KPSS unit root test 
requires only the specification of the form of the OLS regressions: whether to include only 
individual-specific constant terms, or whether to include both constant and trend terms. In 
particular, the KPSS appears to over-reject the null of stationarity and may yield results that 
directly contradict those obtained using alternative test statistics (see Hasan and Koenker (1997); 
Said and Dickey (1984) for discussion and details).   

Then, we proceed to estimate the Johansen co-integration test to establish whether there is a 
long-run relationship between the variables. The primary step in the Johansen co-integration test is 
to obtain the optimal lag length because the Johansen co-integration test is sensitive to lag length. If 
the lag length is not optimal, the test will give a spurious result. The optimal lag length was 
determined by the Schwarz Information Criterion (SC) according to Koehler and Murphree (1988). 
Finally, we estimated the error correction model (ECM) as described by Engle and Granger (1987). 
For an extended result, we estimated the Granger causality test to determine the direction of 
causality between the stock returns and monetary policy. We also conducted a posted estimation 
test to confirm the robustness and validity of the regression model. These are the Breusch-Godfrey 
Serial Correlation to test for the presence of serial correlation, Breusch Pagan Heteroscedasticity to 
test for heteroskedasticity and Cusum stability test to verify the structural stability of the model. 
 
4. Result and interpretations 
 
4.1. Descriptive Statistics 

Table 2 shows the mean and median of all the observations in the data set lie within the 
maximum and minimum values indicating the high tendency of the normal distribution. All the 
variables are positively skewed. The kurtosis statistics show that all the variables were platykurtic 
suggesting that their distributions were flat relative to normal. The Jarque-Bera statistics shows that 
the series is normally distributed since the p-values of all the series are not statistically significant 
at 5% level. Thus, informing the acceptance of null hypothesis that says each variable is normally 
distributed. 
 

Table no. 2: Descriptive Statistics of the Data Set 
 𝒍𝒍𝑺𝑺𝑺𝑺𝑬𝑰𝑰𝑰𝑬𝑰 𝒍𝒍𝑴𝟐 𝑰𝑰𝑭𝑺𝑺𝑹𝑬 𝒍𝒍𝑬𝑰𝑪𝑺𝑺𝑹𝑬 

Mean 68.419 20.635 5.969 6.371 
Median 64.462 18.641 2.543 2.658 

Maximum 0.237 1.409 -0.335 -0.374 
Minimum 1.277 3.692 1.701 1.736 
Std. Dev. 4.524 11.925 3.027 3.056 
Skewness 0.104 0.003 0.220 0.217 
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Kurtosis 30 30 30 30 
Jarque-Bera 68.419 20.635 5.969 6.371 

Probability 0.199847 0.491498 0.292960 0.205646 

Note: Descriptive statistics were taken before the variables were transformed into logarithm forms. The 
Jarque-Bera test whether a given series follow a normal distribution or not. It tests the null hypothesis that a 
given series is normally distributed. 

 
Source: Authors, 2020 

 
The study presents the results of the correlation analysis of the set of variables employed in 

Table 2 above. The table shows that the correlation coefficients among the variables are below 0.95 
indicating that there is no tendency for multicollinearity to occur among the independent variables. 
 

Table no. 3: Correlation Matrix of the Data Set 
 SHAREINDEX M2 INFRATE EXCRATE 

SHAREINDEX 1    
M2 -0.765 1   

INFRATE -0.788 -0.768 1  
EXCRATE 0.457 0.688 0.546 1 

Source: Authors, 2020 
 
4.2. Time Series Properties of the Variables 

In Table 4, we report the result of the ADF, PP, and the KPSS confirmatory tests. All tests 
confirmed that variables are non-stationary at levels but are stationary at first difference. These 
empirical outcomes did uncover not only the non-stationary properties of all the variables but also 
established the covariance nature of the data set under investigation. We proceed to estimate the 
ECM to establish the baseline relationship between the variables of interest. This is indispensable 
in this research because the choice of the estimation strategy is consistent with the data behaviour 
and in consonance with contemporary ECM-centric literature (see Furuoka & Munir, 2014; 
Malpezzi, 1999; Maysami & Koh, 2000 for some examples). 
 

Table no. 4: Unit Root Tests 
Variables @LEVEL @FIRST DIFFERENCE ORDER 

OF 
INTEGR
ATION 

ADF PP KPSS ADF PP KPSS 
Intercept 
{Trend & 
Intercept} 

Intercept 
{Trend & 
Intercept} 

Intercept 
{Trend & 
Intercept} 

Intercept 
{Trend & 
Intercept} 

Intercept 
{Trend & 
Intercept} 

Intercept 
{Trend & 
Intercept} 

SHAREINDEX 0.452 
{0.562} 

0.693 
{0.723} 

0.445 
{0.853} 

0.682* 
{0.832}** 

0.567* 
{0.672}* 

0.642* 
{0.993}* 

I(1) 

M2 -1.882** 
{0.562}* 

-1.423** 
{0.723}* 

-1.673** 
{0.873}* 

0.993* 
{0.676}* 

0.874* 
{0.552}* 

0.429* 
{0.639}* 

I(1) 

INFRATE -1.562 
{0.972} 

-1.973 
{0.352} 

-1.321 
{0.782} 

-1.442* 
{0.772}* 

-1.562* 
{0.782}* 

-1.748* 
{0.147}* 

I(1) 

EXCRATE 0.782 
{0.883} 

0.634 
{0.832} 

0.789 
{3.882} 

0.883* 
{0.561}* 

0.993* 
{0.884}* 

0.348* 
{0.273}* 

I(1) 

Note: T-Stat values of intercept estimates are reported in the text box while T-Stat values of trend & intercept 
estimates are in the parentheses; ∗  𝐶 <  0.01, ∗∗  𝐶 < 0.05 respectively 

 
Source: Authors, 2020 
 
The primary form of the ECM model is given as: 

Δ𝑙𝑙𝑆𝑆𝑆𝑆𝐸𝐼𝐼𝐼𝐼𝐼𝑡 = 𝑆 + ∑ 𝛾𝑛Δ𝑙𝑙𝐸𝐸𝐶𝑅𝑅𝑅𝐼𝑡
𝑛=1
𝑡 + ∑ 𝜋𝑛 Δ𝑙𝑙𝑀2𝑡

𝑛=1
𝑡 + ∑ 𝜔𝑛Δ𝐶𝐶𝐼𝑡𝑛=1

𝑡 + +𝐶𝐶𝑖𝑙𝑡𝐸𝑡−1 + 𝜇𝑡   
(9) 
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All other variables remain as earlier defined, Δ is the first difference operator, 𝑆𝑅𝑅𝐶𝑡−𝑛 gives 
the lagged value of the regressand and 𝐶𝐶𝑖𝑙𝑡−1 represent the error correction component of the 
ECM model. The Error Correction Mechanism will indeed tell how much deviation from the long 
run is being corrected in the short run. In order words, it gives the speed of adjustment from long-
run equilibrium to the short run. 
 
4.3. Lag Length Selection 

The issue of finding the appropriate lag length for each of the underlying variables in the ECM 
model is fundamental because we seek Gaussian error terms. For optimal lag length selection, we 
rely on the Schwartz information criteria (SIC) to obtain the lag length value that minimises the 
Information Criterion and at which the model does not have autocorrelation is the optimal lag 
length.  

 
Table no. 5: Lag Length Selection 

Lag Length SC 
1 1.653* 
2 2.862 
3 5.442 

Note: ∗  𝐶 <  0.01, ∗∗  𝐶 < 0.05 respectively 
 
Source: Authors, 2020 

 
Based on the result in table 5, the lag length, which minimises SIC, is lag one (1) and thus our 

optimal lag length. Given our optimal lag length, we proceed to confirm the long-run relationship 
between the variables.  
 
4.4. Co-Integration Test.Johansen Co-Integration Test 

The result of the Johansen Co-integration for both the Trace Statistic and Maximum Eigen 
Value is reported in Table 6. With the hypothesised level of acceptance is 5 per cent/ 
 
Table no. 6: Result of Johansen Co-integration test based on Trace Statistic and Max Eigenvalue 
  Trace Statistic Max. Eigen Value 
No. of CE(s) Eigenv

alue 
Trace 
Statistic 

0,05 
Critical 
Value 

Prob. Max-
Eigen 
Value  

Critical 
Value 

Prob.** 

None * 0.57 138.42 33.45 0.02 55.33 40.10 0.01 
At most 1 * 0.89 75.24 34.66 0.01 52.23 56.88 0.01 
At most 2* 0.53 78.89 74.56 0.05 33.45 27.58 0.09 
At most 3* 0.45  29.22 23.44 0.03 12.33 21.13 0.71 
At most 4 0.67 56.43 34.46 0.22 4.78 14.26 0.23 
At most 5 0.89 8.45 5.77 0.02 2.46     3.84 0.05 
Notes: Trace test indicates 4 cointegrating eqn(s) at the 0.05 level 

Max-eigenvalue test indicates 2 co-integration at the 0.05 level 
* denotes rejection of the hypothesis at the 0.05 level 
**MacKinnon-Haug-Michelis (1999) p-values 

 
Source: Authors, 2020 

 
The result means merely that there is a long-run relationship between the regressed and the 

regressors based on the rejection of the null hypothesis at 5% level of significance. The 
determination of the short-run association is computed in the next section. 
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4.5. Two-Step Engle And Granger Error Correction Model  
Table no.  7: Short-run Estimation 

     Variable Coefficient Std. Error t-Statistic Prob. 
C -11.193 1.340 -8.353 0.000** 

𝜕(𝒍𝒍𝑴𝟐) 0.062 0.051 1.219 0.034** 
𝜕(𝑬𝑰𝑪𝑺𝑺𝑹𝑬) 0.299 0.154 1.933 0.044** 
𝜕(𝑪𝑪𝑰) 0.095 0.173 0.546 0.030** 

ECM(-1) -0.371 0.172 -2.161 0.040** 
R-squared 0.856 

Adjusted R-squared 0.454 
F-statistic 11.543 

Prob(F-statistic) 0.000* 
Durbin-Watson stat 1.967 
Note: *(1%)**(5%) ***(10%)respectively 

 
Source: Authors, 2020 

 
Table 7 represents the result of short-run estimates by using the Error Correction Model (ECM). 

The estimated coefficient of the error correction vector is 0.371. This means that the error 
correction term ECM(-1) is the speed of adjustment correcting back at the rate of 37.1 per cent 
annually. The negative sign and the significant probability signify the existence of co-integration 
among the variables. This shows that approximately 37.1% of the previous year's disequilibrium in 
the economy is corrected in the short run, which implies that adjustment of the deviation of the 
explanatory variable back to normality is very high. The result of the short run in Table 7 indicates 
that they all have a positive and significant relationship with macroeconomic instability in the short 
run. The Durbin Watson value of 1.88 indicates no serial autocorrelation among the explanatory 
variables in the model. The F-statistics of 11.36061 is statistically significant at 1 per cent level, 
indicating that the explanatory variables are jointly significant.  
 

Table no. 8: Serial Correlation Test 
Breusch-Godfrey Serial Correlation LM Test:  

F-statistic 0.845890     Prob. F(3,25) 0.4433 

Obs*R-squared 2.236642     Prob. Chi-Square(3) 0.3268 

Source: Authors, 2020 
 

Given the probability value of 32.68 per cent, we fail to reject the null hypothesis and conclude 
that our short-run model is free from serial correlation. 
 

Table no. 9: Heteroscedasticity Test 
 

Source: Authors, 2020 
 

The p-value (0.3334) of Obs* R-squared showed that we could not reject the null hypothesis. 
This implies that residuals have a constant variance which is desirable. That is, residuals are 
homoskedastic. 

 
 
 
 
 

Heteroskedasticity Test: Breusch-Pagan-Godfrey 
     F-statistic 3.029755     Prob. F(6,27) 0.0214 
Obs*R-squared 13.68061     Prob. Chi-Square(6) 0.3334 
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Figure no. 1: CUSUM Stability Test 
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Source: Authors, 2020 
 
The above figure shows that the CUSUM line is within the critical bounds of 5 per cent level of 

significance, which indicates that the model has structural stability. 
 
5. Conclusions 
 

The study investigates stock market returns and monetary policy in Nigeria from 1986 to 2017 
(31 years). In evaluating its objectives, the paper adopts Error Correction Modeling techniques to 
account for the dynamics of the model and also prevent the variables from converging to their long-
run characteristics by gradually adjusting it back to their short-run equilibrium positions. The 
empirical result indicates that money supply, exchange rate and the inflation rate has a positive and 
significant relationship with economic growth in the short-run. The findings of the study agree with 
the results of Jonathan and Oghenebrume (2017), who also found a linear relationship between the 
variables. It is therefore recommended that the financial institutions should do more to enhance 
capital financing sources options to the public as a means toward better return on the stock. 
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Abstract 
 

This study aims to identify the strategy of green human resources management (GHRM) and its 
impact on environmental cooperation of the industries sector In Iraq, to achieve the goals of this 
study, was used  the analytical description approach, The data were analyzed by SPSS statistical 
program, the validity of the hypothesis was confirmed by the Alpha cronbach test method. The 
results of the study concluded that there is a positive relationship between the direction of green 
human resource management and environmental cooperation, the results were discussed and 
compared with previous studies. The results also showed that the high level of green human 
resource management leads to significant increase the level of environmental performance. The 
presented study offers useful insights on how manufacturing organizations should strategically link 
their human resources management functions to support their environmental performance 
necessary for competitive advantage. This work gave more attention to the relationship between 
human resources management (HRM) and organisational sustainability leads to developing and 
implementing the strategy of sustainable business within the organization. 
 
Key words: orientation, green, performance, human resources, environmental  
J.E.L. classification: O15,O53 
 
1. Introduction 
 

The term of Green Human Resources Superintendence refers to play telluric firm provision 
organization to help environmental practical cryptogram leads to mass employee's attention on the 
issues of environmental sustainability mundane strength superintendence plays an pennant and 
shrewd role in develop the investment resulted highest return and most of the other elements of 
wealth. The suitably of secular advantage comes from its function by dealing with the most 
valuable assets of an organization through focusing on every activity and source of vitality and 
effectiveness of all wealth. Competition, is important for the human elements in the institution to 
perform its duties fully, it must be manage in the optimal way, making the institution the ability to 
achieve its goals, mission and vision for which it was established. Therefore, any institution should 
have a human resource management that is interested in it and works to happiness and achieve its 
requirements until reflected positively on the production of the institution (Masri & Jaaron, 2017). 

The human resources department considered as the most affected by the environmental 
changing of the organization because it is responsible for activities related to the principle 
resources which is affected by any alteration that occurred in the performance of organization.  
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Furthermore, it is necessary to adopt the appropriate policies and practical systems to face the 
external challenge (Rajiani et al, 2016). For this reason, human resources department has to be a 
partner in planning, preparing and developing new strategic for the organization. That could be 
done by the adoption of proactive in predicting all circumstances and variables that affect the 
management of human resource.           
 
2. Theoretical background 
 

The concept of Green Human Resource Management (GHRM) holds great importance for each 
of the organizations and employees. The organization today has good knowledge about the concept 
of (GHRM) that were previously developed to help them conserve the green but still a few 
organizations are unable to put them in practices in different functional areas of practices (Jackson 
et al, 2011) In present time, society has become more aware of the environment and companies 
which have begun to include proposals green in the daily work environment. The environmentally 
friendly human resource explains many proposals that increase efficiency and reduce costs and 
create an atmosphere of better employee engagement. However, that could help the organizations 
to work in an environmentally sustainable manner   (Jabbour & Jabbour, 2016). 

The role of individuals is one of the important elements and influences the performance of the 
organization. The behaviors and activities of the performs in the organization, including his 
regularity in work, his contact with others, his emotions, his satisfaction with work and his 
performance of his tasks are considered the cornerstone and the first nucleus of the organization's 
performance (Tang et al, 2018) . otherwise, the performance of human resources has received the 
attention of many researchers and thinkers in multiple fields, and the researchers have unanimously 
agreed that the interest in the individual’s performance in the institution and giving him the 
necessary attention reaches the institution to the highest of its goals, and of course all institutions 
seek to complete their work efficiently and highly effectively in order to reach the goals that have 
been plan ahead and with lowest cost (Yu et al, 2020).  

Managing green human resources expresses one of the most important aspects of human 
resource management and practice. Moreover, it’s not limited to human resource management 
practices, but this concept goes beyond the concept of motivation in all business organizations 
practices, reducing carbon emissions and pollution practices. These can be occurred by using green 
employment, training, development, green assessment, employees, experts and besides people with 
competence, talent, knowledge and know-how, as these employees are considered as human and 
intellectual capital for the organization these organizations must maintain the management of green 
human resources to limit wrong practices towards the environment (Yong et al, 2020). 

 Mousa & Othman (2020) declared that human resources management is one of the most 
important assets in the organizations that play an important essential role in managing personnel 
affairs and that could increase  the recent global trend by focusing on organizations business. 
Moreover it is required from the managers of modern human resources to integrate the philosophy 
of green human resources in its message side by side with different human resources policies and 
practices. These practices lead to enhancing worker activity and health and consequently it 
increases the production and productivity for employees, meaning that it increases efficiency and 
reduces costs and thus increases competitiveness and the human resources department encourages 
the role of innovation.The use of human resources management policies is to encourage and 
promote the sustainable uses of resources with business planning processes and promotes the issue 
of environmental support, the purpose of going to green is to use products and methods that don’t 
adversely affect the environment through pollution or depleted natural resources and thus includes 
a system managing the green human resources on environmentally friendly human resources 
policies and practices that help On the other hand, the organization seeks to achieve its goal of  
environmental brands and protecting the environment from any negative effects that may be caused 
by the policies and procedures carried out by the institutions (Singh et al, 2020) . 

Where companies need to strike a balance between industrial growth and the protection of the 
natural environment for a generation to prosper the future wealth. The green administration seeks 
to clarify the need to achieve a balance between industrial growth to create and protect the natural 
environment so that future generations thrive (Kalaivani, 2020). 
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The organization could demonstrate its commitment to sustainability and environmental 
conservation through the adoption of a hypothetical recruitment method, if it is possible to 
complete the recruitment requirements through electronic means of communication, including the 
interview and in a manner that reduces travel, as well as polarization practices that support green 
management can include environmental dimensions, The career is part of the sustainability agenda, 
the company’s website, and its search engines. The human resources department must include 
information about the environmental commitment to the organization in order to attract workers 
who believe in these environmental concepts, this could be explained through the media as 
contributions to social and environmental responsibility (Emilisa & Lunarindiah, 2020). 

Training in the green human resource environment is one of the most important factors in 
developing the knowledge and skills required within organizations in order to implement 
environmental management programs (Kim et al, 2019), The training should also demonstrate the 
green impact of the organization's vision and mission. 

The environmental approach requires increasing the awareness of workers, their skills, practical 
knowledge, training and development, which are essential elements in the implementation of green 
management and are considered as mechanisms to facilitate the sustainability of companies, which 
in turn can create an opportunity to develop intellectual capital and green training is one of the 
most important tools for developing human resources and facilitating the transition to more 
sustainable society, To ensure the effectiveness of green training, it should be planned in proportion 
to the nature of jobs. For example, warehouse employee training should focus on reducing waste 
and energy management and training the employee to work in ways that reduce waste, proper use 
of resources and energy conservation, and reduce the causes of environmental degradation, and 
provide an opportunity To involve employees in solving environmental problems (Yong et al, 
2019), To address training concerns, the Environmental Management Institute has established 
training workshops for environmental managers, including raising the awareness and skills in 
environmental performance. 
 
3. Research methodology  
 

The research used the descriptive approach through to study the phenomenon and enable us to 
identifying it, and also using the statistical methods for analyzing the collected data that through 
which represented to the questionnaire as a sample of workers who works In the food industries 
sector in Iraq. 

 The study relied on conducting personal interviews, but it was directed through forms for 
interviews. These forms were prepared by specifying questions in advance in an organized and 
coordinated in the form of a questionnaire with the interviewers and discussing them in the main 
points of the research topic to obtain information, opinions and behaviors that can be revealed from 
as a result of these interviews. 

The researcher prepared the questionnaire and determined it’s axes and phrases, additionally, 
used to construct and prepare the questionnaire in the theoretical framework of the study, previous 
studies related to the subject of our study and the questionnaire included two objects (Green 
Human Resources Management and Environmental Cooperation). The number of questionnaire 
phrases reached 30 words and a five-Likert scale was used Degrees that consist of strongly agree 
(5), agree (4), neutral (3), disagree (2), strongly disagree (1) in answering the questions of the study 
axes 

The study community is represented by workers in the food industry sector companies in Iraq 
who answered the questionnaires for the research and a number of personal interviews were 
conducted with them, the researcher used the field study application on the sampling method due to 
the difficulty of conducting a comprehensive inventory. The sample included jobs (Managers of 
departments, their deputies and heads of departments) The researcher used the control sample 
method, which is a sample whose elements are intentionally chosen by the researcher due to the 
availability of some characteristics in these individuals, but not others, where these individuals 
serve the researcher's goal, and this type of samples is used in the event that the necessary data are 
available. I have only one class in society. And the researcher's choice of this type of sample came 
because it leads to an increase to reduce the standard error and the accuracy of the estimates, the 
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number of selected sample individuals were 70, and the number of valid forms used in the analysis 
were 60. 
 

Table no. 1 the locations of the factories and the numbers of questionnaires 
No. Number of 

questionnaires 
Factory location Factory 

production 
Name of the factory 

1 15 Iraq- Erbil Dairy factory Company of Dairy and Food 
Industries 

2 15 Iraq- Baghdad Food factory Factory of Abu-gharib 
3 15 Iraq-Karbalaa Food factory Karbala canning Factory 
4 15 Iraq-Sulaymsniyah Dairy factory Sulaymaniyah dairy factory 

Source: Authors’ contribution 
 

 Statistical methods of data analysis: 
 Arithmetic mean: 

 
 
                                                                                              

(1) 
 
 Relative weight :  

(5X1 + 4 X2 + 3 X3 + 2 X4 + 1 X5) / 5 N      (2) 
Where: 
K1- number of strongly agree  
K2 - number of agree 
K3 - number of neutral 
K4 - number of disagree 
K5 - number of strongly disagree 
N - number of study sample 
 

 Alpha-Kornbach test: It is a measure of the test stability.  
 Correlation coefficient test: which is used to identify the statistical significance of 
correlations between variables  

 
 Validate the study tool 

The current study was adopted to calculate the validity of questionnaires on the following 
methods. 
A- Arbitration honesty or apparent honesty: The researcher presented the questionnaire in its 
initial form to (5) of the arbitrators, to express an opinion on their agreement to the both axes of the 
questionnaire terms and also to know their opinions and observations about the suitability of the 
questionnaire phrases to the objects of the study and the extent of clarity and accuracy of 
formulating the phrases and their linguistic integrity, Delete, amend and add phrases, and in light of 
this the questionnaires design was reformulated in its final form. 
B- Self-honesty: In order to increase the assurance of the validity of the questionnaire, the 
coefficient of questionnaire stability was calculated, and then the self-honesty coefficient was 
calculated through the following equation 
 
 

                        Coefficient of honesty =        coefficient of stability          (3) 
 
                                           
                  Validity of the questionnaire =        0.84        = 0.92        (4) 

 
The self-validity coefficient of the questionnaire reached a degree in excess of 0.92, and this 

degree is high, and indicates that the questionnaire has a high degree of honesty, and is valid for 
application to the individuals of the study sample. 
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 The stability of the study tool 
 

Table no. 2 Stability coefficient of the survey axis  
number of elements Alpha Kornbach Axis 

10 0.833 Green Human Resources Management 

10 0.849 Environmental Cooperation 

20 0.839 Total questionnaire 

Source: Authors’ contribution 
 

 Results of the statistical analysis 
The Alpha Kornbach coefficient was calculated for the elements of the questionnaire axes form 

also we noticed that the value of the stability factor Alpha for the axes of the questionnaire form is 
greater than 0.79 which is a strong stability factor that confirms the validity and correlation of the 
elements of the questionnaire axes form. Furthermore, it indicates high stability of all 
questionnaires. 
 
4. Findings 
 
 Analysis of the questionnaire: 
 
First: Characteristics of the study sample 

 Gender. The study sample reached 39 male individuals, 65 % while 21 female members 
reached 21.67%. 

 
Table no. 3 Distribution of the study sample according to gender 

Categories N % 
Male 39 65 

Female 21 35 
Total 60 100 

 Source: Authors’ contribution 
 

Figure no. 1 Distribution of the study sample according to gender 

 
                                               

Source: Authors’ contribution 
 
 Age. The study samples were divided according to the age into four groups. The 

percentage showed that the samples of the individuals below 25 years were 11.67%. In addition, 
the percentage of the ages between 26 - 35 years were 48.33 %, while the percentage of the ages 36 
- 45 years were approximately 25%. Finally, the percentage of study sample individuals, over 46 
years were 15% of the study sample.                                            
 

Male 
65% 

female 
35% 
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Table no. 4 Distribution of the study sample according to age   
Categories N % 

Less than 25 years  7 11.67 
From 26 - 35 years  29 48.33 
From 36 - 45 years  15 25.00 
More than 46 years 9 15.00 

Total 60 100 
Source: Authors’ contribution 
 
Figure no. 2  Distribution of the study sample according to ag 

 
Source: Authors’ contribution 
 
 Years of experience in the company. The study samples were divided according to the 

years of experience in the company to 4 categories. The percentage of the study sample who had 
less than 5 years’ experience was 23.33%; the percentage of individuals sample with experience of 
6-10 years was 36.67%; the percentage of individuals with experience of 11-15 years was 26.67% 
and the percentage of the individuals with experience more than 16 years was 13.33% of the study 
sample 

 
Table no. 5. The study sample distribution by years of experience in the company 

Categories N % 
5 years or less 14 23.33 

6-10 years 22 36.67 
From 11 to 15 years old 16 26.67 

16 years and over 8 13.33 
Total 60 100 

Source: Authors’ contribution 
 
Figure no. 3  Distribution of the study sample according to Years of experience in the company 

 

 
Source: Authors’ contribution 
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Second: the axes of study 
The first axis (Green Human Resources Management): 

 
   Table no. 6 Phrases of the first axis 

No. Phrase 
Strongly 

agree 
% 

Agree 
% 

Neutral 
% 

Disagree 
% 

Strongly 
disagree 

% 
Mean Relative 

weight 

1 

Green Human Resources Department 
contributes to providing communication 
based on the ease of flow of necessary 

information in all directions 

36.67 28.33 20 11.67 3.33 3.833 0.767 

2 

The Green HR Department helps 
increase the interconnection between 
superiors and subordinates to increase 

the efficiency of performance 

30 37.29 20.34 10 1.67 3.783 0.757 

3 

The green human resources department 
is concerned with updating and 
developing work systems and 

procedures 

30 40 20 6.67 3.33 3.867 0.773 

4 

The Green Human Resources 
Department distributes work 

assignments, responsibilities and 
powers in a good way 

28.33 34.48 22.41 10 3.33 3.633 0.727 

5 
Green Human Resources Department 
contributes to achieving the goals of 

organizations efficiently and effectively 
33.33 35 21.67 8.33 1.67 3.9 0.780 

6 

The green human resources department 
encourages providing the appropriate 
conditions for increasing the levels of 

productivity 

30 31.67 23.33 11.67 3.33 3.733 0.747 

7 
Green Human Resource Management 
encourages individual initiatives and 

creative ideas 
28.33 40 21.67 6.67 3.33 3.833 0.767 

8 

The human resources department 
contributes to the use of methods that 
achieve environmental protection and 

protection 

33.33 37.7 18.03 6.67 5 3.933 0.787 

9 
The green human resources department 

contributes to increasing the 
organization's ability to achieve profits 

31.67 31.67 21.67 6.67 8.33 3.717 0.743 

10 
The green human resources department 

contributes to speeding up the work 
inside the organization 

36.67 33.33 23.33 3.33 3.33 3.967 0.793 

Source: Authors’ contribution 
 

When arranging the axis (Green Human Resources Management) axis table (4) in terms of the 
degree of relative importance (the largest relative weight value) from the point of view of the study 
sample, it is revealed that (the incentive system encourages workers to think about devising new 
methods and methods of performing work The green human resources department contributes to 
speeding up the work inside the organization) is the most important phrase of the axis with weight 
Relative amounted to 0.793 and The least important phrase was (The Green Human Resources 
Department distributes work assignments, responsibilities and powers in a good way) with weight 
Relative amounted to 0.727. 
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Table no. 7 The levels of the first axis 
 Level % 
Low 14.17 

Average 19.67 
High 66.16 
Total 100 

Source: Authors’ contribution 
 

It is clear from the table (5) that Green Human Resources Management has been divided into 3 
levels (high - medium - low), and it was found that the high level represented 66.16%, while 
middle level represented 19.67%, and the low level represented 14.17% from the sample, this 
explains the high efficiency level of green human resource management from the view point of the 
study sample. 
 
The second axis (Environmental Cooperation): 
 

Table no. 8 Phrases of the second axis 

No. Phrase 
Strongly 

agree 
% 

Agree 
% 

Neutral 
% 

     
Disagree 

% 

Strongly 
disagree 

% 
Mean Relative 

weight 

1 Existence of pollution prevention 
programs such as cleaner production 31.67 28.33 23.33 10 6.67 3.683 0.737 

2 
The internal performance evaluation 
system incorporates environmental 
factors 

30 30 25 11.67 3.33 3.717 0.743 

3 Generate environmental reports for 
internal evaluation 33.33 28.33 21.67 6.67 10 3.683 0.737 

4 Cooperate with supplier to reduce 
packaging waste 31.67 26.67 26.67 5 10 3.65 0.730 

5 Require suppliers to use 
environmental packaging 35 31.67 25 5 3.33 3.9 0.780 

6 

Developing a mutual understanding of 
responsibilities regarding 
environmental performance with 
suppliers 

36.67 30 23.33 6.67 3.33 3.9 0.777 

7 
Conducting joint planning with 
suppliers to anticipate and resolve 
environmental-related problems 

38.33 28.33 21.67 5 6.67 3.867 0.773 

8 
Provide training programmers on 
environmental management for our 
employees 

31.67 33.33 26.67 5 3.33 3.85 0.770 

9 Organize environmental education 
activities for our employees 36.67 28.33 20 6.67 8.33 3.783 0.757 

10 Promote employee participation for 
green development 30 35 21.67 5 8.33 3.733 0.747 

Source: Authors’ contribution 
 

Table (6) showed the Environmental Cooperation axis according to the degree of relative 
importance (the largest relative weight value) from the point of study view, it is revealed that 
(Require suppliers to use environmental packaging) is the most important phrase of the axis with 
weight relative amounted to 0.780 and the least important phrase was (Cooperate with supplier to 
reduce packaging waste) with weight Relative amounted to 0.730. 
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Table no. 9 The levels of the second axis 
 Level % 
Low 12.45 

Average 17.33 
High 70.22 
Total 100 

Source: Authors’ contribution 
  

It is clear from the table (7) that the job satisfaction axis has been divided into 3 levels (high - 
medium - low) and it was found that the high level presented 70.22%; middle level presented 
17.33% and low level presented 12.45% of the sample, which indicates the high level of 
environmental cooperation from the view point of the study. 
 
Third: Green human resource management and its relationship with environmental 
cooperation 

The research shows that there is a statistically significant correlation between human 
resources management and environmental cooperation. He used the correlation coefficients 
method to find out the hypothesis and the results were as follows: 

 
Table no. 10 The relationship between Green Human Resources Management and Environmental 
Cooperation: 

Level Environmental Cooperation variable 
0.797** Level of Green Human Resources Management 

Note: ** Statistically significant at the level of significance (α = 0.01) 
Source: Authors’ contribution 
 

     The table showed there is a great correlation between the level of environmental cooperation and 
the variable of the level of green human resources management, which shows the validity of the 
study with higher level of human resources management, the higher level of environmental 
cooperation, showed positive effect on the level of human resources management at the level of 
environmental cooperation. 
 
5. Conclusions  
    

When studying the results of the study, it becomes clear the high efficiency level of green 
human resource management y and the high level of environmental cooperation from the view 
point of the study. This explains the increase the ability of institutions and organizations in the 
study sample which achieved high levels of productivity and increase their competitiveness in the 
markets in which they operated, as well as increase their market share.  

It turns out the positive impact of the level of Green Human Resources Management on the 
level of Environmental Cooperation. This indicates the necessary for institutions and organizations 
to maintain an increase in the efficiency of green human resources management, which contributes 
to increasing levels of environmental cooperation and increasing levels of performance for 
organizations and institutions and assisting them in achieving the goals that they want to reach. 
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Abstract 
 

Small and medium-sized enterprises (SMEs) represent the backbone of global economic 
development because they account for creating private initiatives, innovation, and employment. In 
the wake of the Coronavirus outbreak, the SMEs were strongly affected, both from the demand and 
supply of products and services, tightening the ability to gather financial resources in order to meet 
short term liquidity demands and working capital requirements. Since the onset of the COVID-19 
pandemic, many governments and multilateral development banks (MDBs) have provided financial 
resources to SMEs in order to tackle the effects of lockdown. This paper aims to characterize and 
assess current measures and initiatives adopted by MDBs to support SMEs. We highlight that 
international financial institutions act countercyclically in securing businesses and supporting 
jobs. The paper underlines the importance of transparency, a correct evaluation of risks and fiscal 
costs, and strong governance while dealing with MDBs support.  

 
Key words: Coronavirus crisis, Europe, multilateral development banks, SMEs  
J.E.L. classification: G32, O43, O52. 

 
 

1. Introduction 
 

At the European Union level, small- and medium-sized enterprises (SMEs) play an important 
role in job creation, value-added, and innovation. They create more than 58% of the gross value 
and represent 99% of all businesses, providing roughly three-quarters of all jobs. SMEs stimulate 
innovation, foster competition, and represent the main venue for job creation. Despite the high-
growth potential, SMEs may encounter challenges in finding financing. In the wake of the 
coronavirus outbreak, the SMEs’ financing capacity and ability to meet short term obligations have 
been strongly affected. 

Also, on the eve of the coronavirus crisis, the banking system is facing some potential risks. In 
European emerging countries, claims in local currency represent around 60% of foreign claims, 
while short term claims account for roughly 50% of total claims, from the maturity perspective. 
The maturity profile lending in foreign currency and the share of foreign claims versus local 
currency claims drive the contraction of credit stock following a shock. It is shown that a lot of 
variations are expected among national banking systems as a response to a financial shock 
generated by the pandemic (CCSA, 2020). 

The lack of immediate access to finance, affect not only the existence of SMEs but also the 
possibility of a quick recovery. In this context, multilateral development banks (MDBs) should 
play an important role not only in fighting against the pandemic but also in alleviating the impact 
on employment and economic recovery (Bartik et al., 2020, p. 12).   

MDBs represent the main intermediaries on the international financial markets, and these 
institutions play an important role in ensuring and maintain economic development and financial 
stability. During the international economic and financial crisis from 2007-2008, MDBs acted 
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countercyclically and supported both the public and the private sector.  
In this paper, we look at the role of MDBs in supporting SMEs during the pandemic context by 

analyzing the support programs initiated by MDBs, in response to COVID-19.  We performed a 
qualitative analysis, together with a critical approach and recommendations.   

The paper is structured as follows: Section 2 presents a brief literature review on the impact of 
COVID-19 on SMEs; Section 3 describes the support programs taken by MDBs as a response to 
coronavirus crisis; Section 4 brings a critical approach and recommendations; while Section 5 
summarizes the main ideas of the paper.  
 
2. Literature review 
 

A new stream of research recently emerged on the impact of COVID-19 on SMEs' activity. 
Donthu and Gustafsson (2020) appreciate that it is very challenging to estimate the long-term 
effects of COVID-19 on firms, as we are still experiencing a pandemic era. However, the 
implications of COVID-19 on firms are visible, mostly the lack of funding. Moreover, many firms 
were forced to close, especially from the tourism and hospitality area (Eggers, 2020, p. 201), or 
were in the position to move operations online. The impact of COVID-19 on SMEs activity is 
analyzed by Bartik et al. (2020) based on a survey of 5,800 small businesses from the United 
States. The findings indicate that 43% of responding firms are temporarily closed and SMEs were 
affected harder than larger firms. Table no 1 reports the results by firm size and it can be noticed 
that microenterprises are more financially fragile.  
   

 Table no. 1  The impact of COVID-19 outbreak on firms from US, breakdowns by firm size 
Currently 

closed 
Mean Standard 

deviations 
<5 .459 .498 
5-9 .47 .499 

10-19 .41 .492 

20-99 .364 .482 
100-499 .261 .444 

Unknown .413 .495 
Total .446 .497 

N 4,969  
Source: Bartik et al. (2020), How are small businesses adjusting to Covid-19? Early evidence from a 
survey. NBER Working Paper Series, No. 26989, NBER, http://www.nber.org/papers/w26989  
 

 The survey shows that, averagely, businesses have decreased the number of employees by 40 
percent compared to January. Also, the findings show that the implications vary across industries. 
Retail, arts and entertainment, personal services, food services, and hospitality businesses were the 
most affected domains and registered a decrease in employment by roughly 50%. On the other 
hand, finance, professional services, and real estate have been less affected.  

There are also previous studies that highlight how the crisis affects asset structure, debt ratio, 
profitability, and liquidity, based on the experience of previous periods of financial distress (Duarte 
et al., 2018; Lisboa, 2017). Some studies analyze the effects of different support programs on SME 
activity (Briozzo and Cardone-Riportella, 2016; Harrison & Baldock, 2015). Gurara et al. (2020) 
show that MDBs could have an increased role in supporting long tern projects via the syndicated 
loan market, due to high-level information and monitoring capacity. Therefore, in the context of the 
pandemic era, the MDBs have launched support programs to help viable SMEs that are facing 
troubles due to scale break operations across Europe.   

Akhtaruzzaman et al. (2020) investigate financial contagion between financial and non-financial 
firms from China and G7 states, over the COVID–19 pandemic period. The authors show that more 
of the spillovers came from China and Japan and hedging costs registered an increase.  
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3. MDBs’ responses to the coronavirus crisis 
 

Since the onset of the COVID-19 pandemic, many multilateral development banks have pledged 
an unprecedented amount of financial resources to citizens and businesses to safeguard the 
European economy, in addition to the national programs. In table no 2 one can observe some 
expenditure policy measures taken at the national level as a response to coronavirus crisis.  

 
Table no. 2 National expenditure measures to support businesses 

Measures Targeting method Country 
Loans, guarantees, and 
Capital supply 

Financial conditions-sales decrease New York 
Sector-based targeting Armenia, Argentina, 

Indonesia, Russia, 
United States 

Place-based targeting Italy 
SMEs directly or 
institutions that collaborate with 
SMEs 

Argentina, Australia, 
Italy, Spain, United 
States 

National governments United States 
Deferral of payments (i.e.  
utilities, rents) 

Sector-based targeting Indonesia, Venezuela 
SMEs France, Spain 

Source: IMF Special Series on Fiscal Policies to Respond to COVID-19. 2020. Expenditure Policies in 
Support of Firms and Households. https://www.imf.org/en/Publications/SPROLLs/covid19-special-
notes#STA 

 
European Investment Bank (EIB), the largest MDB in terms of assets under management and 

the lending arm of the EU, has already approved a financial package in order to improve liquidity 
and alleviate working capital constraints for small and medium-sized European companies. On 26 
May 2020, the management of EIB has agreed on the Pan-European Guarantee Fund (EGF), by 
providing €200 billion additional financing, at least 65% of the resources being earmarked to 
SMEs. The financial support consist in: special guarantee schemes; special liquidity lines to banks 
to support working capital and, respectively special asset-backed securities (ABS) purchasing 
programs. The EGF is designed to support small and medium-sized European companies that 
present stable development perspectives in the long run, but are struggling in the short run, because 
of the coronavirus crisis. Moreover, as a response to the coronavirus pandemic, EIB will provide 
financial support up to €5.2 billion outside the EU (EIB, 2020). As can be noticed, the EIB reacted 
very fast to support the businesses environment by:  

• bridging short-term financing needs of SMEs; 
• supporting emergency measures, by allocating resources to companies engaged in high-risk 

research and development of vaccines; 
• revising the existing loans to the EU Member States based on the new priorities in the 

context of the pandemic outbreak.  
The mission of EIB is to support the objectives of the European Union and to finance sound 

projects from different domains such as SMEs, infrastructure, environment, and innovation. 
Therefore, the pan-European guarantee fund must become operational immediately through 
national banks to complement the measures taken at the national level.  

On the other side, the European Bank for Reconstruction and Development (EBRD) has also 
reacted to mitigate the negative financial implications of coronavirus pandemic on SMEs’ activity. 
EBRD is mainly focused on supporting the transition to an open economy and the promotion of 
private and entrepreneurial initiatives in Central and Eastern European countries. EBRD launched 
the Solidarity Package to support affected economies with €21 billion up until the end of 2021. The 
financial support is designated primarily to economic sectors that are strongly affected by the crisis, 
i.e. financial institutions, SMEs and corporate domains like tourism, automotive and transport 
providers, agribusiness, and medical supplies (EBRD, 2020). The objective of the Solidarity 
Package is to build a Resilience Framework able to provide financial resources to enhance the 
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short-term liquidity and working capital requirements of the clients. Moreover, The EBRD's 
coronavirus Solidarity Package tends to improve the frameworks dedicated to SMEs to be 
accessible for those which are not EBRD’s clients to increase the resilience of the real economy.  
As a response to COVID-19, EBRD is committed to offer both financial support and virtual 
technical assistance to help the clients in finding adequate solutions. The Solidarity Package is 
already operational, two loan agreements being signed: 

• the first one is an agreement with the Bank of Africa to support Morocco with €100 million 
loan for on-lending to corporations and SMEs; 

• the second one is an agreement with the National Bank of Kuwait Egypt (NBKE) to offer a 
loan up to US$ 100 million to support short term financing of private businesses in Egypt.  

The EBRD plays an important role in ensuring the well-functioning of the private sector and 
the effectiveness of open markets. 

Also, the World Bank, via International Financial Corporation (IFC), will offer $8 billion in 
financing to support firms affected by the outbreak. Another example is the creation of a start-up 
company, named “A Helping Hand,”, in Ukraine, which is using financing from the World Bank to 
help poor people acquire new skills in order to find a new job or set up their firms. 

Besides major MDBs (EIB, EBRD), there are other regional development banks involved in 
securing businesses and supporting jobs. The Black Sea Trade and Development Bank (BSTDB) is 
a financial institution whose purpose is to improve economic development and in the Black Sea 
Region by offering lending, guarantees, and equity participation in private enterprises and public 
entities for its 11 member countries. BSTDB collaborates with the Development Bank of Austria 
(OeEB) and offers a facility of EUR 30 million to fund the coronavirus crisis response. The 
financial resources will be allocated to the private sector, industry, agriculture, and service sectors, 
as well as to improve working capital and trade financing in six countries (Albania, Armenia, 
Azerbaijan, Georgia, Moldova, and Ukraine). The Facility is designated mainly for SMEs to help 
them during the post-pandemic economic recovery.  

Also, Nordic Investment Bank (NIB), a financial institution whose mission is to improve the 
prosperity of Nordic and Baltic countries, has responded to Covid-19 pandemic. In order to 
maintain business continuity, NIB has increased the lending capacity, by extending loans to 
financial intermediaries for on-lending to SMEs and by offering direct resources to larger 
businesses that face short term liquidity issues. Therefore, NIB has offered loans to the Republic of 
Estonia (EUR 750 million), Republic of Lithuania (EUR 400 million), and Republic of Latvia 
(EUR 500 million). The agreed loans are supposed to help the most affected business sectors, such 
as SMEs, tourism, and transportation. Moreover, for the first time, EUR 1 billion NIB Response 
Bond, and a second SEK 4 billion Response Bond (NIB, 2020). The purpose is to gather resources 
to curb the negative impact of the coronavirus crisis in the member countries (Denmark, Estonia, 
Finland, Iceland, Latvia, Lithuania, Norway, and Sweden). Therefore, it can be observed that, as a 
response to the COVID-19 pandemic, NIB has increased its lending capacity and has issued 
inaugural Response Bond to support sustainable businesses from Nordic-Baltic states. Table no 3 
provides a summary of financial support agreements offered by MDBs as a response to coronavirus 
crisis, listed by the date of the first announcement.  

 
Table no. 3  MDBs financial responses to COVID-19 outbreak 
Financial institution Type and value of 

financial support 
Date of 

announcement 
Targeted 

countries/region/sector 
European Bank for 
Reconstruction and 
Development (EBRD) 

Solidarity Package of €21 
billion  

13 March 2020 38 emerging economies  

World Bank 
(International Financial 
Corporation) 

$8 billion 17 March 2020 Private Companies in 
Developing Countries 

Nordic Investment Bank 
(NIB) 

EUR 750 million  27 March 2020 Republic of Estonia 

Nordic Investment Bank 
(NIB) 

EUR 400 million  3 April 2020 Republic of Lithuania 
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Nordic Investment Bank 
(NIB) 

EUR 1 billion Response 
Bond on Nasdaq Helsinki 

6 April 2020 NIB's member countries 

Nordic Investment Bank 
(NIB) 

EUR 500 million  8 April 2020 Republic of Latvia 

Nordic Investment Bank 
(NIB) 

SEK 4 billion Response 
Bond on Nasdaq 
Stockholm 

9 April 2020 NIB's member countries 

Black Sea Trade and 
Development Bank 
(BSTDB) 

EUR 30 million facility 
from the Development 
Bank of Austria 

22 May 2020 Albania, Armenia, 
Azerbaijan, Georgia, 
Moldova, and Ukraine 

European Investment 
Bank (EIB) 

Pan-European Guarantee 
Fund up to €200 billion 

26 May 2020 European SMEs 

Source: The websites of financial institutions 
 
Particular emphasis should be given to SMEs in emerging Europe given the sharp outflow of 

financial resources from this area (Kentikelenis et al., 2020, p.15). Similar to the latest global 
financial crisis, this outflows decrease the resources available to governments and firms and ramp 
down real economic activity. Moreover, the need for financing is increasing with the length of the 
lockdown. 

Therefore, the MDBs:  
• should support the growth of available financial resources for SMEs given the fact that 

empirical evidence highlight that these international financial institutions can increase their 
lending room  (Munir & Gallagher, 2020, p. 228); 

• should use financing alternatives such as syndicated loans. Empirical evidence shows that 
when used, the cost and risk of some projects are reduced.  

 
4. A critical perspective and recommendations 
 

The financial support of MDBs represents an important crisis response instrument designed to 
help SMEs to recover from the pandemic. The financial assistance of MDBs should be timely, 
targeted, and temporary. Some firms may need resources to assure wages and working capital 
requirements, while others like systemically important firms will need large support to avoid 
bankruptcy. It is also necessary to decide the right mix between fiscal, financial, and monetary 
policy measures adopted at the national level and countercyclical financing of MDBs. It is also 
important to ensure that financial support is offered transparently, while risk and fiscal costs are 
evaluated. MDBs can be effective but fiscal risks and costs should be also considered.  

The support programs should come with strong governance to build accountability. We 
strongly believe that, besides financial support, the MDBs should provide guidance on the 
interpretation and application for financial support in the current exceptional conditions. The 
MDBs have experienced management to achieve the assumed objectives and should provide 
technical assistance for the preparation, financing, and implementation of an individual support 
program to SMEs which have the potential to grow. Credit decisions should be based on a strong 
evaluation of the risk profile of the borrower to minimize losses.  

MDBs should remain faithful to prudential regulations and risk management practices. Policy 
measures implemented by MDBs should be closely aligned with national measures to ensure 
effective deployment. We think that also a challenge is to reach the SMEs, particularly in emerging 
and developing economies, where SMEs have little available information (IMF, 2020). Therefore, 
the support can be directed towards SMEs in collaboration with national institutions. We highlight 
the importance of a strong collaboration between MDBs and local financial institutions. 

Informing SMEs about MDBs measures that are available and how to access them is crucial. 
This action will mobilize the possible beneficiaries to create confidence in the joint effort. 
Disseminating information about MBDs response instruments on a dedicated portal, with 
sophisticated advice would be a good solution.   
 
 

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

28



5. Conclusions 
 

Small- and medium-sized enterprises (SMEs) represent the driver of job creation, and more than 
99% of the total number of non-financial enterprises fall into the SME category. This explains the 
concern of national authorities and international financial institutions to support their activities, 
helping them to survive and preserve employment. The coronavirus crisis had a big impact on 
firms, because the demand for products and services decreased, the supply of inputs disrupted and, 
tightening the ability to gather financial resources in order to meet short term liquidity demands.   

The MBDs deploy their existing instruments and put in place new measures to safeguard the 
SMEs and ensure economic recovery, complementing actions taken at the national level. MDBs are 
particularly committed to supporting SMEs to get access to finance in order to mitigate the 
negative consequences of COVID-19 pandemic. A coordinated and macroeconomic approach is 
necessary to help SMEs recovery and growth, taking into account the importance of preserving 
transparency, confidence, and stability. The paper underlines the importance of a timely, targeted, 
and temporary financial assistance of MDBs towards SMEs, together with guidance on the 
interpretation and application for the financial support, provided by the experienced international 
institutions. Also, informing SMEs about MDBs measures that are available and how to access 
them is highly topical to create confidence in the joint effort.  
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Abstract 
 

     The balance of trade is an indicator that reflects to a representative extent the economic 
development of a country over a certain period of time. 
      The trade balance deficits in certain product categories for which there is production potential, 
the perpetuation of the trade balance deficit over the last 30 years and the unfavourable internal 
and external situation are all concerns for the Romanian government and its citizens. 
     The situation is all the more difficult if  we consider that of the eleven former socialist countries 
that joined the EU, Romania is the only one that has consistently recorded deficits in the annual 
trade balance of goods and services in the period following the fall of communism. 
     Within this initiative, the goal has been highlighting the negative state characterizing Romania's 
external trade through its trade balance deficit and the necessity of undertaking adequate measures 
in this area.  
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1. Introduction 
 
     Given that the trade balance is a statistical-mathematical picture that compares exports and 
imports of goods and/or services, it provides useful information regarding the economic 
development trends in a country. 
     The trade deficit may be due on the one hand to the stronger increase in imports compared to the 
increase in exports, a situation in which we are dealing with a so-called "favorable" deficit, and on 
the other hand it can be the consequence of a smaller decrease in imports compared to the decrease 
in exports, in which case the deficit can be classified as "unfavorable". 
     In general, the trade deficit should not be a reason to rejoice for a country. A share in GDP of 
this deficit of under 5% should not be viewed with utmost concern. In the analysis of the trade 
deficit we must consider both the structure of the deficit and the way in which it is financed. 
     In other words, a country which, over several years, has a trade surplus is generally 
characterized as having a competitive economy which is capable of producing goods that are 
successful in the international competition. 
     It is easy to notice that during the fall of communism, year after year, Romania has registered 
goods and services trade deficits. The purpose we have pursued by elaborating this paper has been 
to raise the alarm regarding the chronicity of Romania's trade deficit. It is practically impossible to 
continue what has been happening for the last 30 years. The problems being faced by the national 
economy, to which the largely unfavorable international events are added, will make it difficult for 
Romania to finance the balance of trade in the coming years. 
 
 
 
 
 
 
 

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

31

mailto:ion_botescu@yahoo.com


2. Theoretical background 
 
     With an economy that did not have an antibody system developed over time and designed to 
mitigate the difficulties generated by the capitalist development, Romania entered the global 
competition and faced numerous challenges. The trade balance deficit is one of the biggest 
problems Romania has faced in recent decades. 
     A whole range of researchers and analysts have addressed the topic of Romania's trade balance 
deficit. 
      The academician Gheorghe Zaman carried out a thorough study on the impact of foreign direct 
investment on Romania's trade balance through the exports and imports of Romanian firms with 
foreign capital. Moreover, consideration should also be given to the relevant analysis that the 
academic Gheorghe Zaman has performed on the evolution of Romania’s foreign trade in the last 
hundred years. 
     The statements made by Daniel Daianu on the reaction of the financial markets to Romania's 
external deficits and the assessments made by Mircea Coșea on the need to stimulate domestic 
production for export are very interesting. We should also note the pragmatic approaches of Mihai 
Ionescu (president of the national association of exporters and importers in Romania). 
 
3. Trade balance excedent for Romania between the two world wars and communism 
 
     From an historical perspective, Romania's foreign trade has had an evolution dependent on the 
international economic and political context and on the national political system that ensured the 
country's governance. 
     In the inter-war period, having a precarious economic development, in its foreign trade relations 
Romania fulfilled the role of supplier of raw materials (cereals, oil, etc.), while being a market for 
manufactured products which came mainly from Western Europe. Benefiting from special natural 
conditions and possessing substantial labor resources, Romania has generated a special interest 
from the rich countries of Europe. 
     Practicing a trade policy which can be classified as protectionist, in the inter-war period 
Romania limited imports, thus trying to ensure the necessary conditions for the development of its 
own economy. We must not forget the fact that the international prices for cereals (a product of 
maximum importance for Romania’s exports) did not register the expected evolution. What is 
more, with the onset of the Great Depression these prices dropped substantially reaching less than 
50% of the level achieved in the previous year. 
      Under these conditions, it should be noted that throughout the 1920-1940 period, Romania 
recorded a trade surplus of 40,3 billion lei, even if in the 1920-1926 period it recorded a deficit of 
10,1 billion lei (Zaman, Georgescu, 2018,  p 11). Although Romania's exports were dominated by 
agricultural products, generally raw materials, towards the end of the period we note a slight 
improvement in its structure in the sense that there was an increase in industry’s contribution, 
especially the extractive and wood processing industries. 
     During the communist period, Romania had to respect the international regulations in the field, 
benefiting under these conditions from the provisions of the Generalized System of Preferences. 
Being part of the former socialist bloc, most of its foreign trade was carried out with former 
socialist countries and primarily with countries which were part of the structure of the Council for 
Mutual Economic Assistance (CAER). Unlike most socialist countries, Romania paid special 
attention to the trade with the developed capitalist countries, a trade which made up over 1/3 of the 
total foreign trade of our country. The improvement of the structure of Romania's exports could be 
noted in the sense of the increasing share of machinery, equipment and means of transportation, as 
well as consumer products. At the same time, in the last part of the communist period, Romania 
massively imported oil, gas, iron ore, etc., the domestic industry having a pronounced extensive 
character. 
     Despite all the ups and downs, throughout the communist period, Romania recorded a trade 
surplus of $ 9.3 billion (Zaman, Georgescu, 2018,  p 27). 
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4. Romania's trade balance from communism to post-communism 
 
     We have considered that 10-year analyses of the evolution of Romania's trade balance would be 
suggestive from the perspective of the trend registered in this field. Each 10-year period of the last 
40 years tackled has been characterized by specific actions and events which have obviously left 
their mark on Romania's exports and imports. 
 

Figure no.1 Evolution of Romania's trade balance($ million) 

            
Source: https://unctad.org/en/Pages/statistics.aspx 

  
     The first period tackled (1980-1989) represents, in fact, the last 10 years of communism in 
Romania. Except for 1980, in all the other years until the fall of communism, Romania exported 
more than it imported, so that for the entire decade mentioned, it recorded a surplus of 17.9 billion 
$. This situation was determined primarily by the decision taken by the communist power, in the 
early 80s, to pay Romania’s external debt as soon as possible, a goal achieved in April 1989. The 
need to export as much as possible and to import as little as possible generated a series of 
deprivations for the population materialized in the absence of food, electricity, fuels, medicines, 
and medical equipment, etc. The acute shortage of currency substantially reduced access to 
technologies which Romania could have acquired at that time, which had a strong negative impact 
on the competitiveness of the national economy. 
     The 1990-1999 period followed the fall of communism, being marked by the measures needed 
for the transition to a market economy, which aimed at restructuring the national economy, 
privatizing state-owned enterprises, price and exchange rate liberalization, etc. The immediate 
effect materialized in a strong economic contraction, Romania's GDP in 1990 and 1992 
representing 71.3%, respectively 36.5% of the level reached in 1989. It should be noted that during 
this period, Romania's GDP did not approach the levels reached in the last years of communism.  
      Externally, Romania's transition from a planned economy to a market economy took place in 
the context of cross-border trade liberalization. Thus, Romania had to face major challenges 
amplified by the rigors imposed by the globalization of the world economy. The act which 
fundamentally marked the evolution of Romania’s economy was the signing of the European 
Union Association Agreement, which happened at the beginning of 1993.  
     Regarding foreign trade, in 1990, compared to the previous year, Romania's exports decreased 
sharply, while imports experienced a slight increase. The intention was to meet the consumption 
needs of the population who had been subjected to a relatively long period of deprivation. The 
goods and services trade balance registered a diametrically opposite evolution to the one of the 
previous period, the average annual deficit being of 2 billion dollars. 
     In the 2000-2009 period we can enumerate certain events which influenced Romania's economic 
development, namely: the preparation and accession of Romania to NATO and the EU, the 
privatization of state-owned enterprises of national importance (some with a monopoly character), 
the global financial crisis, etc. Under these conditions, in the 2000-2008 period, Romania registered 
a constant and significant increase of its GDP from 37437 million dollars to 214317 million dollars. 
In fact, in 2004 Romania managed to obtain for the first time after 1990 a GDP higher than the 
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maximum reached during the communist period. The manifestation of the global crisis in 2009 
determined a significant decrease in Romania's GDP. 
     It should be emphasized that the products processed in the lohn system played an important role 
in Romania's exports, their share in total exports reaching a historical maximum of 52% in 2005. 
    

Figure no.2 The weight of the trade balance in Romania's GDP (%) 

 
  Source: https://unctad.org/en/Pages/statistics.aspx 

 
     Regarding the goods and services trade balance, the trend from the previous period manifested; 
however, the deficit was much stronger, reaching an annual average of 10.8 billion $. Romania 
reached in 2000-2009 the largest trade deficits in its entire history, the absolute record (28 billion 
$) being reached in 2008. Between 2004 and 2008 Romania recorded extremely dangerous shares 
of the trade deficit in GDP, with levels between 9% and 14%. Basically, Romania risked becoming 
incapable of making external payments. Contrary to expectations, on the Romanian foreign 
exchange market the dollar and the euro depreciated against the leu. Massive inflows of foreign 
direct investments, inflows of remittances, granting loans very easily (mainly in foreign currency) 
to companies, but especially to the population, etc. were the factors that generated a foreign 
exchange surplus in Romania resulting in the strengthening of the national currency. 
     The GDP decline in 2009, the increase of banks' rigidity in granting loans and population's 
wariness regarding consumption determined a strong decrease in exports, but especially in 
Romania’s imports. The direct result was Romania's trade deficit decline by almost 60% compared 
to the previous year. 
     It should be noted that in the first half of the 2010-2019 period, the measures taken by 
Romanian decision-makers to mitigate the effects of the global financial crisis had a positive effect 
on Romania's macroeconomic indicators. The trade balance of Romania, whose deficit decreased in 
2014 to less than one billion dollars (a share of 0.45% in GDP), the lowest level of the last 30 
years, was no exception. 
     The new political power vested in the middle of this decade has made it a priority to ensure 
economic growth by stimulating consumption. In order to achieve this goal, among other things, 
there has been a much stronger increase of wages in the budget system than of GDP. The increase 
in consumption has inevitably led to an increase in imports, the trade deficits reaching again, in 
2018 and 2019, levels that we would have liked to have forgotten. 
     Considering the data provided by INS, Romania in 2018 registered a goods trade deficit 
(FOB/CIF) of 15.1 billion euros. We can say that Romania constantly registers trade deficits for 
certain categories of goods, a trend which manifested in 2018, as follows: chemicals and related 
products (7.5 billion euros), manufactured products classified by raw material (iron, steel, rubber, 
etc. - 4.9 billion euros), mineral fuels, lubricants and related materials (3.5 billion euros), food and 
live animals (1.8 billion euros). The miscellaneous manufactured articles (clothing, footwear, etc.) 
category - 1.5 billion euros and the cars and transportation equipment category - 590 billion euros 
represented the Romanian sectors that recorded the largest trade surpluses in 2018. Exports of cars 
and car components represented almost half (47.4%) of Romania's goods exports. If it has become 
a tradition for Romania to register goods trade deficits every year, in terms of services balance, the 
trend has been the opposite. Thus, in 2018 Romania registered a surplus of 8,3 billion euros in 
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terms of external transactions with goods and services, to this favorable situation fully contributing 
transportation services, lohn production and IT services. At the opposite pole were tourism and 
travel, in whose case Romania registered a deficit of 1.3 billion euros in 
2018.(http://www.consiliulconcurentei.ro/wp-
content/uploads/2020/01/comertul_exterior_al_romaniei_si_barierele_de_intrare_pe_principalele_
piete_europene-1.pdf, P 6,7,15,19) 
     Given that in 2019 the percentage increase in imports was twice as high as the percentage 
increase in exports, there was an increase in goods trade deficit (FOB / CIF), reaching 17.2 billion 
euros. The trade deficit registered in 2019 represents for Romania the highest level achieved in the 
period elapsed from the onset of the global financial crisis. 
     The largest bilateral goods trade deficit in 2019 was achieved by Romania in relation to China, 
amounting to 3.7 billion euros. In terms of value, Romania's exports to China were almost 6 times 
lower than the imports made within the same relationship. Paradoxically, ranked in second and 
third place in Romania's trade deficits are those registered in relation to Hungary (2.7 billion euros) 
and Poland (2.7 billion euros), respectively two of the former socialist countries.( 
https://www.zf.ro/eveniment/masuri-ia-guvernul-china-provocat-romaniei-2019-cel-mare-deficit-
19183385) 
     However, we must emphasize that the annual average deficit of Romania's goods and services 
trade balance was in the 2010-2019 period about half the average recorded in the 2000-2009 
period. 
     Considering Romania's EU member quality, the evolution of our country's trade balance must be 
seen in an EU context. In 2019, the 27 EU countries accumulated a trade surplus of 200.3 billion 
euros, a value which represents an increase of 31.9% compared to the level reached in 2018. For 
the same period, the trade surplus related to the euro zone increased by 15.9% to 225.7 billion 
euros. As a consequence, it is clear that the countries that are not in the euro zone, as a whole, 
achieved in 2019 a trade deficit of 25.4 billion dollars. Romania being part of the latter category, 
unfortunately had a substantial contribution to the achievement of the above-mentioned deficit. 
      
5. The contribution of the agri-food sector to Romania’s trade balance  
 
    The evolution of Romania's exports and imports in the agricultural field has generated many 
debates in the last three decades, which led me to give some assessment on the subject. 
     Known since the beginning of the last century as the granary of Europe, Romania still has an 
important agricultural potential. 
     It should be noted that in the period since the fall of communism, the evolution of the trade 
balance with agricultural products in Romania has registered an evolution similar to the one 
recorded by the entire trade balance. Thus, in the 1990-2018 period, although Romania managed to 
export cereals worth 20 billion euros, it registered a deficit balance of agri-food products worth 22 
billion $. It should be noted that within Romanian exports of agri-food products the largest share 
was held by cereals (35%) over the entire mentioned period (https://www.hotnews.ro/stiri-opinii-
23825502-tudorel-andrei-statistica-5-produse-balanta-comerciala.htm). 
     Romania recorded for the analyzed period a surplus only as regards five categories of products, 
namely: cereals, live animals, oil seeds and oleaginous fruits, tobacco and tobacco substitutes and 
materials for weaving. It should be noted that, in terms of value, the surplus achieved by the first 
three categories are significant compared to the surplus achieved by the last two categories. 
     Among the products which year after year have contributed to maintaining and sometimes even 
accelerating Romania's trade deficit with agri-food products we can enumerate: pork, coffee, 
cheese, chocolate, pastries, sugar, etc. If for products such as coffee or chocolate it is 
understandable that Romania has trade deficits, for the other products listed we would have 
expected for our country to have better results given the natural conditions it has and the tradition 
in the field. The direct liquidation or liquidation through privatization of many companies in the 
field in Romania contributed to this situation. It should not be forgotten that being part of the EU 
market, Romania has been competing on its own market with agricultural products from other EU 
member states, states where agricultural subsidies are significantly higher. 
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     We can say in this context that in terms of the agri-food products balance, Romania excels in 
exports of agricultural raw materials, i.e. exports of agri-food products with low added value, while 
importing substantial quantities of meat, cheese, pastries and so on, respectively products which 
could be obtained relatively easily by local companies. 
 
6. Conclusions 
 
     The evolution of the trade balance in 2019 must also be seen in the context of the worsening of 
other indicators which characterize the Romanian economy, such as: the share of the current 
account deficit in GDP, which was 4.6%, the share of the consolidated budget deficit in GDP, 
which was 4.3% being the highest value in the EU, the annual inflation rate which reached 4%, etc. 
     According to INS, in the first trimester of 2020, Romania's trade deficit reached 4.4 billion euro, 
being almost 20% higher than the one recorded in the same period of the last year. The forecasts 
for 2020 that the European Commission has made for Romania should not be overlooked either, 
forecasts which are far from optimistic. A decrease in GDP by 6% and an increase in the share of 
the budget deficit in GDP to 9.2% are estimated given that the increase by 40% in the amount of 
pensions this year has also been taken into account. We can expect under these conditions a 
substantial increase of Romania's public debt in the coming years, with direct consequences for the 
financing of the trade deficit. 
     All this must be seen in the context of a less favorable international context, a context marked 
by the US-China trade war which has led to a revaluation of bilateral agreements to the detriment 
of multilateral agreements under the auspices of the World Trade Organization. The increase in 
global uncertainty has had as a direct consequence the reduction of capital flow. The phenomenon 
of mistrust also targeted the population whose consumption has a tendency to decrease, a 
phenomenon accentuated by the health crisis. The decline in GDP will be an inevitable 
phenomenon. Uncertainties are also manifested regarding the economic evolution of Germany, 
Italy and France, which are Romania's main partners, both the dynamics of Romania's economic 
exchanges and the level which our country's trade deficit will reach being questioned in the next 
period. 
     There are many situations in which the trade deficit does not necessarily reflect a negative 
evolution of a country's economy. 
     However, for Romania in the period following the fall of communism, trade deficits have 
become commonplace. We are practically no longer alarmed by the fact that we are constantly 
experiencing trade deficits, the debates being rather about the levels they reach. Romania has had 
the advantage of exiting communism without a foreign debt, making trade deficits much more 
bearable. For the decision-makers in Romania, however, the question "How many more years will 
the Romanian economy register trade deficits?" arises, a question which tends to become rhetorical. 
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Abstract 

 
The purpose of this paper is to emphasize the impact of uncertainty over the economic 

environment in the current crisis installed within the COVID-19 pandemic that is unprecedented 
because there has never been a phenomenon of such magnitude, a global crisis, with a profound, 
extensive and more complex impact than any other event that decision-makers have considered so 
far. The current pandemic caused an uncertainty shock globally, which rose into recession. There 
is uncertainty about the consequences of the crisis and impact on global health, how the world will 
live and work, how relations between the largest states will be influenced, how the roles of states in 
trade relations will change, considering the responses to the crisis.  
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1. Introduction 
 

Assessing the economic impact of COVID-19 pandemic is fundamental and it represents a 
challenge for economists, especially because of the speed of propagation of the crisis, market 
volatility and economic uncertainty shocks. We need economic solutions and policies to meet the 
most difficult economic problems that have arisen in this period and will define the most 
comprehensive economic crisis to date and to combat the disastrous economic effects that will 
occur. The current crisis is considered unprecedented because there has never been a phenomenon 
of such magnitude, a global crisis, with a profound, extensive and more complex impact than any 
other event that decision-makers have considered so far. Other local disasters produced high levels 
of uncertainty, which had a national or regional impact, such as Fukushima, Chernobyl, the Iraqi 
invasion of Kuwait, the Gulf wars, the 9/11 terrorist attacks, the Global Financial Crisis or Brexit. 
But the Covid-19 pandemic created an overwhelming shock of uncertainty, overcoming the 
economic crisis of 2008-2009, being rather similar to that which succeeded the Great Depression of 
1929-1933. We are dealing with a situation that brings together a decrease in aggregate demand, 
stricter financial conditions and a significant supply shock. 

There is uncertainty about the consequences of the crisis and impact on global health, how the 
world will live and work, how relations between the largest states will be influenced, how the roles 
of states in trade relations will change, considering the responses to the crisis. What will be the 
impact of the crisis on the public and private sectors, how will these changes be affected by 
technological disruptions, what will the recovery look like, what are the opportunities that have 
arisen from this crisis that can benefit the luckiest or most daring? 

What is certain is that no leader, company, sector or state will remain immune to the impact and 
consequences of COVID-19. There will be no unbeatable strategies, but organizations may become 
stronger and more complex as we collectively anticipate a post-COVID-19 environment.  
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2. Literature review                         
 

Baker et. al (2020) bring into question business uncertainty, stock market volatility and 
economic policy uncertainty in press articles. They have created an empirical model for measuring 
the impact of the effects of shocks such as natural disasters, coups, revolutions and terrorist attacks 
in several countries on the increase in production at the country level operating in uncertainty. In a 
similar concern, researchers Abdelsalam & Abdel-Latif (2020) preoccupied to find out the best 
early warning system that would predict the occurrence of a financial crisis, under model 
uncertainty. 

Brown & Rocha (2020) presented the evolution of financial investments in China in the period 
immediately following the Covid-19 crisis, comparing the first quarter of last year and the current 
one and observes a drastic reduction in investment by 60%. 

Other numerous scholars researched on the manner of taking decisions under uncertainty 
conditions and we can find a variety of books and articles over the time (Raiffa, 1968; Smithson, 
1988; Hirshleifer and Riley, 1992; Etner et al., 2009).  
 
3. Uncertainty measurement and means of response 
 

Extraordinary circumstances, such as COVID-19, require a mix of courage, clarity and humility, 
as the biggest enemies in decision-making are neither ambiguity nor uncertainty, but 
overconfidence, procrastination and subjective or incomplete information (Deloitte 2020). An 
instrument for measuring the uncertainty reflected by the volatility of financial markets is the so-
called "VIX" (Volatility Index). Another tool often used is the lack of consensus among economic 
forecasting experts. Ways of measuring uncertainty have been proposed starting from the analysis 
of the texts of the indexed articles in the important databases. Also, another indicator of uncertainty 
measurement comes from the analysis of press articles. Specifically, those analyzes count and 
interpret the number of references to 'uncertainty', 'Covid-19', 'coronavirus', 'pandemic', 'regulation', 
or other terms related to the infectious disease. It is assumed that the more references there are to 
the things designated by these terms, the greater the degree of uncertainty. 

 
Figure no. 1 The economic uncertainty index of the global market from the last months (December 2019 – 
April 2020) 

 
Source: authors’ selection from http://policyuncertainty.com/ 
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We have selected below data from the International Monetary Fund for several countries and 
pointed out an overview of the recent years and a forecast for 2021 of the unemployment rate, 
inflation and economic growth, indicators that are related with uncertainty. There are two different 
types of evolution, a smoother one and a more abrupt one in terms of unemployment rates. 
Germany, the United Kingdom, Germany and Russia seems to be less affected than the other 
selected countries. 

  
Figure no. 2. The unemployment rate in selected countries 

 
Source: authors’ selection data from the IMF 
 
As we can notice from the above figure, there are dramatic variations but the peak point for all 

countries are this year, of course, due to Covid-19 pandemic. The interesting part is that not all 
countries have such abrupt disparities.  

For example, Europe’s largest economy, Germany, and the world’s greatest economy, the 
United States, have different trajectories even though both reached their lowest unemployment 
rates at the beginning of 2020. The US touched its lowest 4.4 rates in March, but in April the rate 
rose to 14.7, the largest record since the Great Depression. On the opposite, Germany’s 
unemployment rate rose with 0.2pp only, from 3.3% in January to 3.5% in April 2020. This 
happened due to very different measures the two states took.  

The US counted on augmented unemployment benefits to such extent that ended up in 
encouraging people to stay unemployed rather than work on reduced salaries, their jobless benefits 
surpassing their previous incomes. Germany, on the other hand, offered loans up to 1billion € for 
large companies, SMEs, authorized individuals, up to a maximum of 25% of 2019 revenues or 
double staff costs and for employees, it provides financing of up to 67% of the net salary, except 
for employees with high salaries. They also introduced short-time work, allowing the financially 
perturbed companies to greatly reduce their employee working hours and the government take 
charge of their lost salaries. 
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Table no. 1 Inflation rate, average consumer prices 

Inflation rate, average 
consumer prices (Annual 

percent change) 
2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 
                    

China, People's Republic of 2.6 2.6 2 1.4 2 1.6 2.1 2.9 3 2.6 
Germany 2.1 1.6 0.8 0.7 0.4 1.7 2 1.3 0.3 1.2 
Greece 1 -0.9 -1.4 -1.1 0 1.1 0.8 0.5 -0.5 1 
Italy 3.3 1.2 0.2 0.1 -0.1 1.3 1.2 0.6 0.2 0.7 
Portugal 2.8 0.4 -0.2 0.5 0.6 1.6 1.2 0.3 -0.2 1.4 
Romania 3.3 4 1.1 -0.6 -1.6 1.3 4.6 3.8 2.2 1.5 
Russian Federation 5.1 6.8 7.8 15.5 7 3.7 2.9 4.5 3.1 3 
Sweden 0.9 0.4 0.2 0.7 1.1 1.9 2 1.7 0.5 1.5 
United Kingdom 2.8 2.6 1.5 0 0.7 2.7 2.5 1.8 1.2 1.5 
United States 2.1 1.5 1.6 0.1 1.3 2.1 2.4 1.8 0.6 2.2 

Emerging market and 
developing economies 5.8 5.5 4.7 4.7 4.3 4.3 4.8 5 4.6 4.5 

Source: authors’ selection data from the IMF 
 
Inflation tends to be positive during stable times on short and medium-term, while in times of 

crisis gets negative. The Covid-19 pandemic aftermath led to decreased inflation rates due to the 
consumer demand, commodity prices and oil prices downfall, which caused the lowering of prices 
and deflation. Deflation translates into falling prices and wages that will cause a reduction in 
demand and extra deflation. Cukierman and Meltzer (1986) claim the higher gets the uncertainty 
the more the inflation will increase, reducing welfare, of course, that depends on the country and 
counting on the central bank's behaviour in such uncertain context. 

 
Table no. 2 Real GDP growth 

Real GDP 
growth (Annual 
percent change) 2007 2008 2009 2010 2011 2012 2013 2015 2016 2019 2020 2021 

China, People's 
Republic of 14.3 9.7 9.4 10.6 9.5 7.9 7.8 6.9 6.8 6.1 1.2 9.2 
Greece 3.3 -0.3 -4.3 -5.5 -9.1 -7.3 -3.2 -0.4 -0.2 1.9 -10 5.1 
Italy 1.5 -1 -5.3 1.7 0.7 -3 -1.8 0.8 1.3 0.3 -9.1 4.8 
Portugal 2.5 0.3 -3.1 1.7 -1.7 -4.1 -0.9 1.8 2 2.2 -8 5 
Romania 7.2 9.3 -5.5 -3.9 2 2.1 3.5 3.9 4.8 4.1 -5 3.9 
Russian 
Federation 8.5 5.2 -7.8 4.5 5.1 3.7 1.8 -2 0.3 1.3 -5.5 3.5 
Sweden 3.4 -0.2 -4.2 6.2 3.1 -0.6 1.1 4.4 2.4 1.2 -6.8 5.2 
United Kingdom 2.4 -0.3 -4.2 1.9 1.5 1.5 2.1 2.4 1.9 1.4 -6.5 4 
United States 1.9 -0.1 -2.5 2.6 1.6 2.2 1.8 2.9 1.6 2.3 -5.9 4.7 
Emerging market 
and developing 
economies 8.4 5.7 2.8 7.4 6.4 5.3 5.1 4.3 4.6 3.7 -1 6.6 

Source: authors’ data extraction from the IMF 
 

Even with immense financial policies support, we can notice steep droppings in all countries 
GDP. China was hardly hit by the pandemic, its exports dramatically dropped with factories closure 
and the prolonged restriction period. Its growth has an immense drop, the biggest in the last 40 
years, from 6.1 last year to 1.2 in 2020, a 4.9 pp drop. 

Higher uncertainty translates on short term into GDP volatility, through passive behaviour of 
companies, decrease their activity, stop hiring, get lower labour productivity, give up on 
investments and stop growing. In longer-term we get lower economic growth, downgrades and the 
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recession occurs. On the longer term, uncertainty may encourage research and development 
spending to find out future incomes and this might be an aspect to consider over the impact on 
longer-term growth. 
 
4. Conclusions 
 

The Covid-19 produced a huge economic disturbance and uncertainty and led many countries to 
the recession. Recession raised more uncertainty, that magnifies and expands quickly and the 
economic setbacks might induce more uncertainty. World Bank (2020) asserts that the most 
affected countries are especially the more developed ones that were strongly hit by the outbreak 
and confront themselves with a restricted health care capacity, depending on the global value 
chains and external financing, exports, international trade and tourism. 

We need urgent policy measures that would help the healthcare systems on short term to 
override the failures in business activity and unemployment. On longer-term investments in public 
health and education systems ought to be taken, as well as paying more attention to governance and 
business environment and, as we surpass the health crisis, launching growth reforms aiming firm 
and sustainable growth. 

Generally, there are two types of reactions in situations of uncertainty generated by the crisis or 
decision-makers is absorbed the shock and becomes inert, unable to make decisions or accepts and 
meets the situation taking decisions taken following the creation of multiple plausible scenarios on 
the possible consequences, seeking various perspectives and opinions from the younger 
generations, or people outside the company, the field of activity, outside the geographical area. 

Uncertainty may influence companies to reduce the investments and hiring and cause them to 
become less sensitive to productivity, prices and demand. According to Deloitte, some actions can 
be taken in conditions of uncertainty, although there is no perfect formula for actions that a 
company could apply. An intelligent, well-thought and executed scenario can reduce the risk of 
falling into the trap of overconfidence when anticipating future possibilities. It can reduce or 
remove hesitations by providing a logical structure that challenges and validates basic assumptions. 
It can also mitigate the risk of incomplete and biased data by combining intuition with qualitatively 
measured data in an objective manner. (Deloitte 2020)  

 
Table no. 3 Suggested actions in conditions of uncertainty 
Actions Description  
Necessary Actions or choices that are urgently needed in the short term for 

business continuity 
No regret actions Actions or choices that would have been made in any type of 

scenario any way 
Big bets Essential choices or investments made in the present period with 

a clear hope that one or more scenarios will materialize 
Unforeseen actions Actions related to the occurrence of one or more scenarios 
Satellite movements Small actions or investments made according to one or more 

scenarios made together with large bets 
Source: Authors adaptation of Deloitte, 2020 

 
This pandemic will have a tremendous economic impact that might weaken long-term growth, 

leaving deep marks over investments, trade, supply disruptions, due to high uncertainty, a large 
unemployment rate and will also leave socio-economic scars. Hence, we face serious health threats, 
social consequences and policymakers should struggle to protect public services, healthcare, social 
security, supporting the private sector and ensuring liquidity direct to people to permit a smoother 
way on business development after the pandemic. 

Countries will have to concentrate on supporting households and main public and private 
sectors to overcome the financial perturbations and afterwards, in the rehabilitation period, to 
disengage the public support and concentrate on more comprehensive development opportunities. 
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Abstract 
 

This paper aims to raise awareness over the occurrence of citizens’ infringement rights to 
freedom and democracy violations occurring in the harsh times of the pandemic globally. 
Combatting this virus requires sharp decisions in terms of public health respecting international 
health recommendations. Governments must protect human rights and the value of democracy in 
each country to maintain public trust and gain people’s cooperation. In the health crisis and 
building the new future the fight against COVID-19 will not be effective and might lead to 
authoritarian measures. Authoritarian regimes might use strength, fear and fraud to control their 
people. On the other hand, democracies act in transparency, information-wise and their public 
legitimacy. When citizens start losing their faith in the legality of democracy for not functioning 
effectively, the dangerous risk of democracy failure appears. 

Without an well educated and informed population these governments might use the new 
coronavirus pandemic to promote their power abandoning democratic norms and the rule of law 
on behalf of drastic restraints that might remain permanent. 
 
Key words: democracy, pandemic, corruption, political authoritarianism, human rights and 
liberties. 
J.E.L. classification: A13, D73, D8, I18. 

 
 

1. Introduction  
 

This paper aims to raise awareness over the occurrence of citizens’ infringement rights to 
freedom and democracy violations occurring in the harsh times of the pandemic globally.  

In times of COVID-19 pandemic when the disease is affecting more and more citizens, 
spreading rapidly all over the world, saving lives and controlling the virus transmission should 
normally be the first concern of all governments, international organisations, business 
communities, etc. Combatting this virus requires sharp decisions in terms of public health 
respecting international health recommendations. 

Meanwhile, the current pandemic also impacts democracy, equality and human rights, in many 
states all over the world, due to governments’ actions that will count for a long time. Along with 
investments in healthcare, social support like financial incentives, incomes substitutions, public 
health measures also includes restrictions on civil society, which are justified when fighting to 
combat the virus spreading, and include key rights infringements, like freedom of movement. 
People need to ensure that these restrictions are time-based and are legally imposed. Governments 
must protect human rights and the value of democracy in each country to maintain public trust and 
gain people’s cooperation. In the health crisis and building the new future the fight against COVID-
19 will not be effective and might lead to authoritarian measures. One must not wait until the 
pandemic passes to stand out in front of human rights threats and make governments accountable in 
front of their decisions. 

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

44

mailto:maria.caratas@gmail.com
mailto:ebarbu2001@yahoo.com
mailto:gabrielag3110@yahoo.com


Thesaurus defines democracy as a form of government where the people holds the fundamental 
power and practices it directly or “by their elected agents under a free electoral system”. 
(thesaurus.com) 

This article work encompasses qualitative research, like qualitative content analysis, discourse 
analysis, narrative analysis.  
 
2. Theoretical background  

 
China and Vietnam used the communist ideology almost 30 years for their transition to market 

economies and bureaucratic capitalism, firstly as a model for progress targeting the eradication of 
their enormous underdevelopment and prepare the society from the agrarian changeover to modern 
and urban.  

For surviving further, authoritarian and neo-authoritarian regimes get to detach their links from 
one ideology and show a wide-ranging ideology and diverse strategy. With such mixture of 
ideology, the desire of such authoritarian regimes to declare their flourishing corruption, the power 
of successful people and new meritocracy becomes more and more daring and we can acknowledge 
these phenomena in stagnating economies, where government system receives little or no menace 
from inside or outside. Their main value is the state and at the opposite way at the bottom of the 
pyramid of values is the human being with its rights and freedoms. (Nisnevich & Ryabov, 2017) 

According to a study at the University of Virginia, globally one-third of the incumbent 
presidents who reached the end of their term resorted to a certain strategy of remaining in office 
and a large number of them surpassed their constitutional term of office, by constitutional 
amendment (Rwanda, China), requesting to a court to rewrite the constitution, changing the term 
limits (Sudan, Nicaragua, Bolivia, Honduras), designating a faithful agent for succession to be 
controlled thereafter (Russia, with Putin being the longest ruler on power using this strategy), 
delaying elections stating some kind of political uncertainty. (Versteeg et. al, 2019) 

 
3. Findings. Covid-19 Challenges  

 
Occidental countries are democratic states where the concept of freedom is very well known and 

felt by the people, so the governments cannot adopt restrictive measures that would inhibit the 
citizens' rights. They try to implement solutions that would respect their constitutions and legal 
limitations.  

Authoritarian countries seem more appropriate to enforce lockdowns and impose physical 
distancing, while solid democracies better care for providing transparency, assuring access to 
information and coordination between public and civil efforts of the society. A legitimacy 
condition is the matter governments play politics in pandemic times to brace their standards.  

Some of the political risks the pandemic brought are the authoritarian tendencies as many 
governments invoked emergency powers as a response to the crisis. Human rights violations have 
been recorded in many countries.  

China and Iran, in their specific authoritarian way, did not disclose the scale of the crisis to 
their populations and the world. China silenced a doctor who tried to warn about the coronavirus 
and accused of whistleblowing and refused the WHO health help. China is facing a dramatic 
decline in democracy since last year, using the contact tracing apps and other digital surveillance 
technologies, discriminating minorities like Uyghurs and continued to act against democracy 
suppressing manifestations and ending up implementing the National Security Law applying in 
Hong Kong. 

President Xi Jinping government developed a framework for monitoring people physically and 
virtually, allowing them to be tracked constantly, restricting their rights and freedoms under the 
pandemic measures. 

Iran continued its flights towards and from China, including Wuhan, until the end of February, 
trying to cover it up by affirming it was sending humanitarian assistance. Iran was in desperate 
need for medical aid and started building mass graveyards for coronavirus victims but only 
declared the emergency state after the parliamentary elections took place on 21st of February. The 
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Iranian authorities did not report accurate death toll numbers and didn’t succeed to apply defensive 
measures. 

Asian democratic societies, South Korea, Taiwan and even Singapore, which is not a democracy 
could handle the coronavirus situation without imposing authoritarian measures, taking advantage 
of public legitimacy,  capable health systems and by fast testing massively and monitoring the 
infected persons. 

In Latin America countries a democratic decline was already installed and coronavirus put and 
emphasis over the existing corruption of governments. 

 
4. Measures that were taken by authorities that violate citizens liberties or rights 
 

El Salvador - More than 1200 people were arbitrarily forthwith arrested under the allegation of 
violating the quarantine orders in March 2020. The country's Supreme Court found the detentions 
unjustifiable. 

Honduras - The government emitted a dictatorial decree imposing restrictions over the freedom 
of speech, with the justification of acting against spreading misinformation about the pandemic. 

Venezuela - The country was in a humanitarian crisis before the Sars-Cov-2 virus, characterized 
by food shortage and basic products, lacking medical supplies, huge inflation and fiscal deficits. 
With the pandemic brought a breakdown on the oil price and Venezuela became the least prepared 
country to fight with the Covid-19.  

Nicolas Maduro first declared a ban on protests in March, censoring all information about the 
virus, hiding real number of contagion cases and in-power government persecuted and confined 
journalists, opposition leaders and activists contesting the official statistics. Maduro, the self-
declared president and Guaido, the interim president were urged to sign an agreement of 
collaboration on dealing with the pandemic and receiving external aid funds. 

Argentina - The Argentinian armed forces play an important role in supporting the efforts of 
mitigating the COVID-19 crisis. The civilian authority needs to be served by the armed forces and 
not the opposite. The military forces on the streets to have a strict end time, avoiding the 
normalization of such measures especially in such countries with a history of military dictatorships.   

Bolivia and Columbia - There are a poverty and hunger crisis that overcomes the risks of the 
pandemic. 

Brasil - President Jair Bolsonaro encouraged social interactions and dismissed Covid-19 
lockdown which led to his country acceding the second place in the top of the states with the worse 
pandemic reaction in the world. Since the president disregards all measures and medical advice and 
lack collaboration with his state governors, the country is facing its third minister of health from 
the beginning of the pandemic, after one resignation and one dismissal. 

 Europe discrepancy between Northern Europe (Germany, the Netherlands),  and indebted 
Southern European countries (France, Italy, Spain) that might deal with economic failure 

Poland had the presidential elections planned for 10 May, under lockdown. Andrzej Duda, the 
incumbent president of the authoritarian political party Law and Justice  insisted for the idea of 
postal voting and no campaign allowed for the other candidates. This attack on judicial 
independence was not perceived well either inside or outside Poland. In the end, the vote did not 
take place, as a result of an agreement of the leaders from the ruling coalition, with no vote in 
Parliament or consultations with democratic institutions, a move that led to downgrading Poland 
from a consolidated democracy to a semi-consolidated democracy (Freedom House). Hungary, 
Serbia and Montenegro are referred to as a hybrid regime by the same institution. 

Hungary’s democracy was hit before the pandemic but under his parliament permission, 
president Viktor Orban emitted a decree that allows him to rule for an indefinite term and gives 
him absolute executive power aiming to manage the crisis. First dictatorial European move after 
the 1933 Enabling Act of Adolf Hitler. Orban established a strict censorship regime which led to 
people getting arrested for expressing their opinions on Facebook over the president handling the 
coronavirus, under the accusation of fake news. It was decided afterwards that there was no false 
information, only critics of the Orban’s government response to the pandemic.  

Serbia – the government introduces draconian measures with authoritarian quarantine rules and 
curfew. The violent responses to lock down make us wonder over the Serbian democratic state. 
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Israel – Benjamin Netanyahu was accused of fraud, corruption and breach of trust at the end of 
2019. Israel was already in a political turmoil due to ambiguous three elections in 12 months.  
Israelis protest over the antidemocratic coronavirus policies imposed by their prime minister and 
financial losses caused by the lockdown. 

In Russia – doctors that used to treat patients infected with Covid-19 and expressed their 
opinions over Russia counter crisis measures, have fallen from windows (3 such cases in 10 days, 
balkaninsight.com) 

India’s caseload is the third in the world top Covid-19, after US and Brasil. Narendra Modi 
used the pandemic crisis to forward his fight against Muslims and especially oppressing the 
population of Kashmir. At the end of 2019, the ultra-nationalist government passed the Citizenship 
Amendment Act allowing minorities from neighbouring countries to apply for fast citizenship, 
except for Muslims.  

India was politically unstable before COVID-19, a country where inequality and communalism 
prevailed. After it was under military lockdown for six months, artillery guns were brought in local 
communities of Kashmir, inducing panic besides the fear of contagion. Kashmiri people were 
oppressed, used gunfire in April, jailed people going for supplies and medicines, bringing 
allegations to journalists, beating medical staff, etc. 

Poor people that had no resources to keep social distance and Muslims were accused of 
spreading the coronavirus. The lockdown was set with only 4 hours’ notice in India, making it 
impossible for hundreds of thousands of migrant workers to reach home, by foot; some of them had 
to walk for hundreds of kilometres and part of them died on their journey. People got terrified of 
dying of hunger, not of coronavirus. A week after the lockdown, Modi imposed press censorship so 
he could install his government propaganda.  

In February and March, only hundreds of thousands of children skipped their routine vital 
immunizations, including the tuberculosis treatments, due to lockdown (National Health Mission, 
2020). The pandemic turned out into a humanitarian crisis for India  

The United States is in an anti-democratic regime. Trump succeeded to politicize the 
pandemic. In 2018 he was declaring his admiration for president Xi Jinping changing by 
amendment his country constitution, being able to rule on the indefinite term and suggesting that 
they should try to do the same in the US (Brandon et al., 2020).  

 
5. Results and Conclusions 

 
In difficult times we notice autocratic tendencies among leaders of otherwise democratic and 

rule of law countries, including in the Americas. Autocratic-leaning political leaders often use 
emergency powers in times of crises to consolidate their powers. Because such leaders are usually 
in control of the majority of votes in their parliaments, the only constraint in most cases is an 
activist civil society bolstered by a free press. The latter is indispensable. And, whenever we see 
political leaders attacking the press we should take notice and defend press freedom. 

Even in some democratic states, some political leaders have autocratic tendencies and use them 
in periods of crisis, taking advantage of the emergency state to reinforce their powers. Such leaders 
have control on the majority of votes in their parliaments, the only constraint in such a situation 
remains an activist civil society backed up by the free press. Liberty of the press must be protected 
no matter what, especially when politic leaders attack it. 

We tend to believe that autocratic governments are outnumbered compared with the democratic 
ones but the real picture is painted red as much as it is blue. Below we the numbers for both 
democracies and autocracies in the world, after the 1990s.  
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Figure no. 1 Number of democracies and autocracies in the world 

 
 

Source: Authors’ selection from ourworldindata.org 
 

In crisis times, governments need to find effective measures in little time, so they are allowed 
to get access to increased powers. Also, in such delicate times, politic leaders tend to be susceptible 
to their inborn inclinations. It’s the moment when the civil society and free press must be more 
wary to maintain their rights and democratic liberty.  

Populations from some of the world countries already found under pressure because of their 
essential health and economic threats to individual and collective existence in times of COVID-19, 
find themselves in the position of being subjected to threats to their freedoms by their autocratic 
governments. Without a well educated and informed population these governments might use the 
new coronavirus pandemic to promote their power abandoning democratic norms and the rule of 
law on behalf of drastic restraints that might remain permanent. 

Although it is required to stay sensitive to governments need of taking extraordinary measures 
to fight with SARS-COV-2 virus,  we cannot forgo our responsibilities of ensuring that our 
governmental leaders act in the public interest and not in their political interests. This seems to be 
the only option that we have to protect our liberties after this pandemic. 
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Abstract 
 

This paper examines the dynamic effects of coronavirus pandemic on the global economy by 
pitching its searchlights on the demand and supply shocks. The study employed Vector 
Autoregression (VAR) technique and Granger causality test; the Granger causality test revealed 
that COVID-19 pandemic does not trigger change in regional stock markets and commodity prices 
within these regions; except for the price of natural gas which changed as a result of the COVID-
19 pandemic in Europe. Besides the EURONEXT market in Eastern Mediterranean region, the 
impulse response shows that other regional stock markets responded positively to shocks in daily 
report of COVID-19 confirmed cases. The study concludes that within the study period, the HSBC’s 
stock index was the worst-hit. Economies must embrace aggressive efforts at developing COVID-
19 vaccine as well as coordinated policy measures at increasing the stock market pause above 15 
minutes whenever stock prices fall below the lower bound threshold. 
 
Key words: Coronavirus Pandemic; Global Economic; Demand and Supply Shock  
J.E.L. classification:  G01, G02, E30 
 
 
1. Introduction  
 

The alarming rate at which the novel COVID-19 disease is spreading and ravaging lives all 
over the globe has continued to send panic and anxiety to the government in different nations of the 
world, especially at this point when the permanent cure of the virus remains a pipe dream. The 
virus has spread to over 200 countries with well over 3.7million confirmed cases and 259,380 
fatalities globally as at 6th of May, 2020 (Scooper, 2020).  The outbreak of the virus was a sudden 
hit as the global economy is battling financial fragilities since the 2008/09 global financial crisis. 
Few years before the COVID-19 outbreak, the economy world outlook has been fragile as most 
countries are recovering from the recent global economic crisis. World Bank due to the sluggish 
recovering of the global economy, estimated global GDP growth to be 2.5% in 2020 a little upshot 
from 2.4% in the previous year. Unfortunately, the global lockdown measure as a result of the 
public health emergency caused by COVID-19 has brought about significant economic shock, 
which cuts across all sectors of the economy. The consequential effect of this will result in a global 
recession that will further repress the world economy to below 2.5%, being the global recessionary 
threshold (United Nations Conference on Trade and Development, (UNCTAD), 2020). This drop-
in global growth will be witnessed through a noticeable fall in tourism, manufacturing output and 
services as a result of the tightening effects of lockdown across the globe (IMF, 2020). 
Unfortunately, Maital & Barzani (2020, p.12) emphasize that the major flaws in tackling the 
impending global shock dwell in the misapplication of interventions. For instance, the major effects 
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of the pandemic are on the supply-side, while the support and assistance are largely targeted on the 
demand side. Thus, global instruments and strategies aimed at revamping the supply-side 
deficiencies or shocks are limited. The international monetary fund (IMF) also envisages the 
pandemic will trigger a global recession which may be as bad as the global financial crisis of 2018-
19 (Georgieva, 2020). 

In a well-integrated world, the huge impact of COVID-19 beyond mortality and morbidity has 
become evident since the outbreak. As the reaction of the government, media, companies and 
individuals to the pandemic has resulted in a simultaneous shock in global demand and supply 
chain. This has eventually led to a decline in consumption (which damped demand globally), 
disrupted the supply chain and interrupted total production level globally. Consequently, this shock 
in global economic activities, though can be separated into the demand and supply-side; its 
combined effects include fall in GDP growth rate, exchange rate depreciation, rise in the inflation 
rate, rise in unemployment, wage slash, economic and social palliative measures, fall in interest 
rate (Ataguba, 2020, p.4). This has affected companies across the globe as they have shut down 
operations and this, in turn, is affecting so many people who are laid off due to the effect of the 
pandemic. Even though some developed nations have begun to ease the shutdown measures which 
has brought a ray of hope after weeks of rancorous gloom (El-Erian, 2020, p.27), the effect of the 
pandemic has practically changed both the consumers' pattern of consumption and the supply 
chain. The decline in consumption is as a result of panic of loss of jobs and low expectation of 
future income by the individual. Hence, the movement restriction did not only affect an 
individual’s consumption level but also affected their income-generating capacity which in turn 
hampered their expenditure on consumption. The investors are not left out as the uncertainty that 
follows the pandemic and the negative profit outlook has made investors have held off from 
investment. More so, the most hit countries at this point, are the oil-exporting countries whose 
commodity prices have remained below 15 dollars per barrel due to a fall in the global demand of 
oil and limited market. This has exerted an excruciating effect on fiscal spending. The monies 
mapped out for development and poverty reduction in most developing nations are expended on 
health care facilities and building of isolation centers. 

On the other hand, the impact of the supply chain disruptions has a ripple effect on the 
economy as countries will not be able to stimulate their economy due to a drop in the share price. A 
supply shock is an event that triggers a drastic fall in the supply of some essential raw materials or 
production input(s), hence, causing increased cost of production and sky-rocketing price of finished 
products. Also, reduce the supply of labor from unwell workers affects the global supply chain. The 
shutdown of companies and production activities has brought about a decline in the supply of 
goods and services and hence, triggered the increase in the price of goods. This has also resulted in 
disruption in the supply of components used for production to firms and this will result in higher 
cost of production for industries. Due to the shutdown as a result of COVID-19, companies cannot 
get their products to the market, hence, the major cause of inflation because the shortage in the 
supply of goods will bring about scarcity. 

In light of the above, it is pertinent to note that the pandemic is likely going to result in the 
global recession and emerging countries will be hit more. Hence, policy measures should be put in 
place to ameliorate the global effect of the pandemic. This becomes expedient as copious studies 
within the same period have carefully highlighted the global impact of the pandemic with extensive 
evidence (Andayi et al, 2019, p.91; Hintzen, 2019,p. 1624;  Olaniyi, 2020,p.5) as far as we know, 
studies have not examined the global economic shock  of COVID-19 virus with particular reference 
to the demand and supply shock. Studies like Fornaro and Wolf, 2020; Faria e Castro (2020; have 
also dived into the macroeconomic issues around COVID-19 but have focused on the impact of 
COVID-19 on productivity and the effect of the pandemic on the utility of consumer respectively. 

It is therefore expedient to note that studies on the global shock of COVID-19 pandemic is still 
budding, this avails us the opportunity to fill the most recent gap in the literature. Hence, the study 
aims to examine the impact of coronavirus pandemic on the global economy shock. Beyond the 
introduction, the next section of our paper is conceptual review which is followed by critical review 
of literature, methodology, presentation and discussion of results while the subsequent section 
contains conclusion and relevant policy prescriptions.   
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2. Literature review 
 

The recent unwavering challenges posed by COVID-19 on the global economy have received 
copious of empirical studies directed towards expanding the understanding of the features, causes 
and impacts of the novel virus. The preponderance of these studies underlined certain preeminent 
factors like; socio-economic impacts (Olaniyi, 2020; Tang et al, 2020), transmission of infections 
and diffusion of shocks (Peckham, 2013), demand and supply of medical resources (Lal, 2020), 
systemic risks within the financial markets (Zhang, et al, 2020), climate factor (Altamimi & 
Ahmed, 2019; Tosepu et al., 2020), prevalence and control measures (Ceylan, 2020, Zhao et al, 
2020), respiratory syndrome (Al-Raddadi et al, 2020), temperature (Briz-Redón & Serrano-Aroca, 
2020), and mortality rates (Ferdinand & Nasser, 2020; Wang et al, 2020), among others. 

 The rhetoric and empirics surrounding the novel COVID-19 is awash in the literature but 
notwithstanding the foregoing, critical review of the extant literature revealed certain limitations of 
which three are outstanding. First, no existing intellectual exposition to the best of our knowledge 
that empirically examines the relation between COVID-19 pandemic and global economic shocks. 
Hence, empirical literature on this issue of context is still budding. Second, the research conducts a 
robust analysis and discourse on both the demand and supply-side shocks Third, as a result of the a-
theoretical nature of the COVID-19 pandemic and global economic shock relation; the study is at 
the frontline of attempts at exploring beyond the utilization of simple descriptive analysis which 
most literature employed Hence, a Vector Autoregression (VAR) model, correlation test and a 
granger causality test were employed to examined the nexus between the COVID-19 pandemic and 
the global shock. 

 
3. Research methodology 

 
For us to examine the objectives stated earlier in our previous section, we identified the various 

measures of our global demand and supply variables. We proxied our measure of global economic 
activities using the stock index of major stock markets in each region. In Africa, we used the stock 
index of South Africa (SASI) and Nigeria stock exchange (NSESI) to proxy economic activities in 
Africa; we used the stock index of EURONEXT (EUSI) and the HSBC (HSBCSI) to proxy 
economic activities in Europe and the Eastern Mediterranean. We further used the stock index of 
NASDAQ (NADQSI) and New York stock exchange (NYSI) to proxy economic activities in 
Americas; we used the stock index of Hongkong (HGKSI) and Shanghai stock market (SHGSI) to 
proxy economic activities in Asia and then the stock index of Australia stock exchange (AUSI) was 
used to proxy economic activities in the West Pacific region. 

The extent of COVID-19 pandemic outbreak for each region was measured using the daily 
Word Health Organisation report on COVID-19 confirmed cases for Africa (AFCC), Americas 
(AMCC), Asia (ASCC), East Mediterranean (EMCC), Europe (EUCC) and the West Pacific 
(WPCC). Then, the world prices were measured using the Brent crude oil price (COP), the gold 
prices (GOP) and natural gas prices (NGP). 

To achieve our objective, we first conducted a descriptive statistic of the variables in concern; 
then we examined the correlation between the region’s daily reported COVID-19 confirmed cases 
and their respective stock index of the top stock markets in the region. We also conducted a 
correlation test to examined the relationship between the region’s daily reported COVID-19 
confirmed cases and the world prices (crude oil price, gold price and natural gas price).  

To further deepen our analysis, a granger causality test was conducted between the region’s 
daily reported COVID-19 confirmed cases and their respective stock index of the top stock markets 
in the region and also amongst the world prices; this is to ascertain if the COVID-19 influenced 
global economic activities or otherwise. 

Then, an impulse-response is graphed from a Vector Autoregression (VAR) model in order to 
understand the response of the region’s stock market activities to shocks from COVID-19 cases as 
well as how the world prices responded to each region’s daily COVID-19 cases. We thus specify a 
Vector Autoregression for each block in the region as: 
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  (1) 

   

   

  

  

 (6) 
We employed daily data spanning from January 1st 2020 till April 30th 2020 as all data were 

retrieved from the World Health Organisation, Macrotrends, Yahoo Finance, Investing.com, 
Nigeria stock exchange and Organization of the Petroleum Exporting Countries (OPEC). The 
measures of the data are presented below. 
 

Table no. 1: Description of Variables  
Variable Description Measures  Source 
AFCC Africa’s COVID-19 daily confirmed cases No. of people infected WHO (2020) 
AMCC America’s COVID-19 daily confirmed cases No. of people infected WHO (2020) 
ASCC Asia’s COVID-19 daily confirmed cases No. of people infected WHO (2020) 
AUSSI Stock index of Australia stock market Australian dollar Yahoo Finance 
COP Brent Crude oil Prices US Dollars OPEC (2020) 

EMCC East Mediterranean’s COVID-19 daily confirmed cases No. of people infected WHO (2020) 
EUCC Europe’s COVID-19 daily confirmed cases No. of people infected WHO (2020) 
EUSI Stock index of EURONEX stock market, Paris Euro Yahoo Finance 
GOP Gold prices US Dollars Macrotrends 

HGKSI Stock index of Hongkong stock market Hong Kong dollar Yahoo Finance 
HSBCSI Stock index of HSBC stock market Chinese yuan Yahoo Finance 
NADQSI Stock index of US NASDAQ stock market US dollars Yahoo Finance 

NGP Natural gas price US Dollars Macrotrends 
NSESI Stock index of Nigeria stock market Naira  Investing.com 
NYSI Stock index of New York stock market US dollars Yahoo Finance 
SASI Stock index of South Africa stock market South African rand Investing.com 

SHGSI Stock index of Shanghai stock market Chinese yuan Yahoo Finance 
WPCC Africa’s COVID-19 daily confirmed cases No. of people infected WHO (2020) 

Source: Authors’ contribution 
 
4. Presentation and discussion of results 
 

This section presents the results estimated based on the methods specified in the previous 
section. It then follows the discussion of the results in a bid to achieve the result objective stated in 
section one of this paper. We first conduct a trend analysis to understand the behaviour of the 
number of confirmed cases and selected global demand and supply economic indicators. 
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Figure no. 1: Regional end of the month COVID-19 confirmed cases (January – April 2020) 

 
Source: World Health Organisation (2020) 
 
Figure 1 shows the end of the month statistics of the regions’ COVID-19 confirmed cases. 

From the figure, the western pacific region had the highest number of confirmed cases as at the end 
of January 2020, having a number 9788 cases while Africa had no cases as at then. The western 
pacific continued to remain the epicenter of COVID-19 even at the end of February 2020 with a 
total number of 73,162 cases (647.5% increase). As at the end of February 2020, Africa has 
officially reported only 2 cases while Europe cases have increased from 22 as at the end of January 
2020 to 1425 cases as at the end of February 2020. In March ending, confirmed cases across the 
regions have increased and America's number of COVID-19 cases increased exponentially with a 
massive number of 162,934 cases. As at the end of March, the Western Pacific cases had slowed 
down and declined from 73162 cases to 22,117; however, Europe became the epicenter of COVID-
19 cases having recorded 422,484 cases with Italy, United Kingdom and France been the worst hit 
of the health crisis. During April, there was total lockdown in most of the worst-hit regions with 
United Kingdom, France, Italy, United States, Brazil, South Africa and Nigeria leading several 
regions and as at the end of April 2020, Americas had become the epicenter with a total number of 
1,083,176 cases while Europe was slightly 6.69% lower than that Americas confirmed cases. 
 

Table no. 2: Descriptive statistics of global demand and supply economic indicators 

Major market  Mean  Median  Maximum  Minimum  Std. 
Dev.  J.B.  Prob.  Obs 

Australian SI  5143.26  5521.20  5935.500  3782.800  722.2713  13.67  0.0011  109 
EURONEXT S.I.  1017.110  1099.270  1182.100  733.9300  151.0628  13.55  0.0011  109 

Hongkong S.I.  25939.82  26312.63  29056.42  21696.13  2095.417  8.54  0.0140  109 
HSBC S.I.  581.1363  621.1200  683.5900  4.851800  112.7321  562.66  0.0000  111 

NASDAQ S.I.  8683.775  8958.890  9817.180  6860.670  815.5354  10.38  0.0056  108 
NSE S.I.  25681.69  26838.02  29710.56  20669.38  3091.759  12.04  0.0024  110 

South African S.I.  46970.73  49282.53  52735.75  34239.30  5146.284  12.22  0.0022  109 
NYE S.I.  12361.40  12918.98  14183.20  8777.380  1713.492  11.68  0.0029  108 

Shanghai S.I.  2909.580  2883.865  3115.570  2660.170  126.4524  8.22  0.0164  102 
Source: Investing (2020a); Yahoo Finance (2020a, 2020b, 2020c, 2020d, 2020e, 2020f, 2020g) 
 
Table 2 shows the descriptive statistics of the stock index of major markets around the world 

during the COVID-19 era. The average stock index of the Australian stock exchange was 5143.26 
and it went as low as 3782.8 within four months of the crisis (26.5% fall in stock index); however, 
the stock index managed to climb to 5935.5 above the average (meagre 7.3% increase). The 
average stock index of the EURONEXT was 1017.11 and it went as low as 733.93 within four 
months of the crisis (27.84% fall in stock index); however, the stock index managed to climb to 
1182.1 above the average (meagre 16.22% increase). The average stock index of the Hongkong 
stock exchange was 25939.82 and it went as low as 21696.13 within four months of the crisis 

Europe America Eastern
Mediterranean Western Pacific South East

Asisa Africa

As at Jan. 31 22 11 4 9788 22 0
As at Feb.29 1425 69 726 73162 25 2
As at March 31 422484 162934 53004 22117 4595 3831
As at April 30 1010709 1083176 133822 42676 50430 20880
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(16.36% fall in stock index); however, the stock index managed to climb to 29056.42 above the 
average (12.01% increase). HSBS stock index was the worst hit as it went down from an average of 
581.14 to 4.852, a massive decline of 99.17%. Table 1 clearly shows that the decline in the stock 
index for the 9 identified markets were higher than the increased experience above their averages. 
The implication of this is that the stock markets experienced high negative shocks in their stock 
index than a possible increase; this made the global economy to be volatile as economic agents 
were possibly responding to the shocks in the health pandemic (COVID-19). 

 
Table no. 3: Descriptive statistics of the region’s COVID-19 daily confirmed cases (January – April 
2020) 

Statistics 

Africa 
Confirmed 

COVID-19 cases 

America 
Confirmed 

COVID-19 cases 
Asia Confirmed 
COVID-19 cases 

Eastern Medit. 
Confirmed 

COVID-19 cases 

Europe 
Confirmed 

COVID-19 cases 

West Pacific 
Confirmed 

COVID-19 cases 
 Mean  392.26  15577.38  688.40  2374.13  16681.86  1367.99 
 Median  359  3,174  235  1,656  11,653  1099 
 Max.  1,460  52,138  2,858  6,437  41,333  15,166 
 Min.  0  0  0  0  0  0 
 Std. Dev.  375.41  17307.69  899.44  1957.47  15,939.46  1612.39 
 J.B.  8.98  9.87  16.39  6.59  10.73  10976.4 
 Prob.  0.011  0.007  0.000  0.037  0.005  0 
 Total cases  24,713  1,246,190  55,072  187,556  1,434,640  147,743 
 Obs.  63  80  80  79  86  108 

Source: World Health Organisation (2020) 
 
From table 3, it can be seen that an average of 392 cases was reported daily in Africa between 

the periods January 2020 till April 2020 and a maximum of 1460 cases were the highest cases 
reported daily; in Americas, an average of 15,577 cases were reported daily and a maximum of 
52,138 cases was reported in a single day. On average, 688 cases were reported daily in Asia and a 
single maximum of 2858 cases was reported in a day. Eastern Mediterranean and the West Pacific 
reported an average of 2374 and 1367 cases respectively while their peak was 6437 and 15166 
respectively. Europe topped the average daily cases of 16,682 while the had a maximum of 41,333 
cases reported in a single day. 
 

Table no. 4: Descriptive statistics of Brent crude oil prices, gold prices and Natural gas prices 
Statistics Brent Crude oil price Gold price Natural gas price 

 Mean  43.63464  1616.379  1.861930 
 Median  52.95500  1592.950  1.890000 
 Maximum  70.25000  1769.400  2.170000 
 Minimum  9.120000  1477.900  1.500000 
 Std. Dev.  19.23114  71.19842  0.144338 
 Jarque-Bera  12.86571  5.137461  2.050425 
 Probability  0.001608  0.076633  0.358720 
 Observations  110  118  114 

Source: Macrotrends (2020a, 2020b); Investing (2020a); Yahoo Finance (2020a, 2020b, 2020c, 2020d, 
2020e, 2020f, 2020g) 
 
From the table 4 as reported above, Brent crude oil prices average 43.63 US dollars and went 

as high as 70.25 dollars; however, it crashed to 9.12 US dollars; this is as a result of the dispute 
between Saudi Arabia and leaders of Non-OPEC members especially Russia. The decline in crude 
oil prices worsened when there was much decline in demand due to countries shutting down with 
industries and firms not opening. Gold price although relatively stable still experienced shocks 
within the four months of the studied COVID-19 era as it managed to peak 1769.4 and declined up 
till 1477.9. Also, the natural gas price hovered around 1.5 to 2.17 but maintained an average of 
1.86 between the period of study.  
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Granger causality result between each region’s daily COVID-19 confirmed cases and 
global demand and supply economic indicators 

We applied the Granger causality test to examine and determine whether the reported daily 
COVID-19 confirmed cases causes a change in selected global demand and supply economic 
indicators. From the result, Africa’s daily COVID-19 confirmed cases does not cause a change in 
the stock index of South African stock exchange, stock index of the Nigerian stock exchange, 
global crude oil prices, gold prices and natural gas prices; this is because their f-statistics is not 
statistically significant as their probabilities are greater than 5%. However, the result revealed that 
the stock index of the Nigerian stock exchange was able to cause a change in the natural gas price; 
crude oil prices was able to cause a change in the gold price and the natural gas prices. The 
implication of this is that Africa’s daily COVID-19 confirmed cases did not influence the 
macroeconomic fundamentals within the African economy.  

The granger causality test was employed to examine whether the reported daily COVID-19 
confirmed cases causes a change in selected global demand and supply economic indicators. The 
result shows that America’s daily COVID-19 confirmed cases does not cause a change in the stock 
index of NASDAQ stock exchange, stock index of the New York stock exchange, global crude oil 
prices, gold prices and natural gas prices; this is because their f-statistics is not statistically 
significant as their probabilities are greater than 5%. However, the result revealed that the stock 
index of the NASDAQ stock exchange caused a change in the stock index of New York stock 
exchange and the natural gas prices while the stock index of the New York stock exchange was 
able to cause a change in the natural gas price.  

We applied the Granger causality test to examine and determine whether Asia’s reported daily 
COVID-19 confirmed cases causes a change in selected global demand and supply economic 
indicators. From the result, we can see that Asia’s daily COVID-19 confirmed cases does not cause 
a change in the stock index of Hongkong’s stock exchange, stock index of the Shanghai stock 
exchange, global crude oil prices, gold prices and natural gas prices; this is because their f-statistics 
is not statistically significant as their probabilities are greater than 5%. However, the result revealed 
that the stock index of the Hongkong stock exchange was able to cause a change in the stock index 
of Shanghai stock exchange and the natural gas price; also, the stock index of the Shanghai stock 
exchange was able to cause a change in the natural gas price. 

The granger causality test was employed to examine whether the Eastern Mediterranean daily 
reported COVID-19 confirmed cases causes a change in selected global demand and supply 
economic indicators. From the result, the Eastern Mediterranean’s daily COVID-19 confirmed 
cases does not cause a change in the stock index of HSBC stock exchange, stock index of the 
EURONEXT, global crude oil prices, gold prices and natural gas prices; this is because their f-
statistics is not statistically significant as their probabilities are greater than 5%. However, the 
result revealed that the stock index of the EURONEXT caused a change the stock index of HSBC 
stock exchange and the natural gas prices while the stock index of HSBC was able to cause a 
change in the crude oil prices and the natural gas price. Also, the result revealed that the gold price 
and the natural gas price was also able to cause a change in the stock index the HSBC stock 
exchange. 

We further tried to examine the causal relationship between Europe’s daily reported COVID-
19 confirmed cases and the selected global demand and supply economic indicators. We found out 
that the European’s daily COVID-19 confirmed cases do not cause a change in the stock index of 
HSBC stock exchange, stock index of the EURONEXT, global crude oil prices and gold prices. 
However, Europe’s daily COVID-19 confirmed cases cause a change in the natural gas price while 
the stock index of the EURONEXT causes a change in the European’s daily COVID-19 confirmed 
cases and the stock index of HSBC. The stock index of the HSBC has a bi-directional relationship 
between crude oil prices. 

We also found that the daily reported COVID-19 confirmed cases do not cause a change in the 
stock index of the Australian stock exchange, the crude oil price, gold prices and the natural gas 
prices. 
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Response of selected global demand and supply economic indicators to Impulse from each 
region’s daily COVID-19 confirmed cases 

The impulse response function plotted graphically reveals that the stock index of the South 
Africa stock exchange responded positively to shocks in the daily report of COVID-19 confirmed 
cases and this is relatively mild with the largest effect felt after the 5th period; this is also the same 
with the stock index of the Nigerian stock exchange; and gold prices. However, the crude oil price 
responded negatively to daily reports of Africa’s COVID-19 confirmed cases and this was felt great 
after the 3rd period. However, natural gas price first responded negatively to Africa's daily report of 
COVID-19 confirmed cases and subsequently was positive but insignificant. 

The impulse response function plotted graphically shows that the stock index of NASDAQ 
responded positively to shocks in America’s daily report of COVID-19 confirmed cases and the 
effect was felt greatly as the periods expanded; this is the same for the stock index of New York 
stock exchange and gold price. However, crude oil prices did not respond to shocks in America’s 
daily report of COVID-19 confirmed cases in the first 5 periods while it responded positively in 
subsequent periods. The graph shows that only natural gas prices responded negatively to shocks in 
America’s daily report of COVID-19 confirmed cases and this was greatly felt immediately after 
the first period; the negative response remained but declined significantly after the 5th period. 

The impulse response function plotted graphically reveals that the stock index of Hongkong’s 
stock exchange responded negatively to shocks in Asia’s daily report of COVID-19 confirmed 
cases and the effect was felt great after the 5th period; also, the stock index of the Shanghai stock 
exchange responded negatively to shocks in Asia’s daily report of COVID-19 confirmed cases and 
the effect was felt greatly as the periods continued to increase. The result of the I-R function also 
shows that crude oil prices responded negatively to shocks in Asia’s daily report of COVID-19 
confirmed cases and the effect was felt great after the second period and it remained steady 
afterward. Gold prices also responded negatively to shocks in Asia’s daily report of COVID-19 
confirmed cases and the effect was felt great after the second period; although it rebounded after 
the 6th period this positive response was mild. It was only the natural gas price that responded 
positively to shocks in Asia’s daily report of COVID-19 confirmed cases and the effect was felt 
greatly in the first period; it declined massively but remained relatively faint subsequently.  

From the impulse response function, graphically, the stock index of the HSBC market 
responded positively to shocks in Eastern Mediterranean’s daily report of COVID-19 confirmed 
cases immediately after the first period, but this became negative subsequently and the negative 
effect faded out immediately after the 6th period. Also, the stock index of EURONEXT market 
responded negatively to shocks in Eastern Mediterranean’s daily report of COVID-19 confirmed 
cases at the start of the period and it faded away after the 8th period; gold prices responded 
positively to shocks in Eastern Mediterranean’s daily report of COVID-19 confirmed cases and this 
effect was greatly felt after the first year, but there was a sharp decline and then remained relatively 
positive at large. Crude oil prices greatly responded negatively to shocks in Eastern 
Mediterranean’s daily report of COVID-19 confirmed cases and this was greatly felt after the 2nd 
period; also, natural gas prices responded negatively to shocks in Eastern Mediterranean’s daily 
report of COVID-19 confirmed cases but the response was mild after the 3rd period. 

From the impulse response function, graphically, the stock index of the HSBC market 
responded negatively to shocks in Europe’s daily report of COVID-19 confirmed cases and this 
was felt greatly in the first period, however, it diminished after the 4th year; the stock index of 
EURONEXT responded negatively to shocks in Europe’s daily report of COVID-19 confirmed 
cases but this was mild throughout the study. the graph, however, revealed that crude oil prices 
slightly responded negatively to shocks in Europe’s daily report of COVID-19 confirmed cases and 
after the first period, there was no response and there was subsequently a negative response after 
the 6th period. Also, gold prices responded negatively to shocks in Europe’s daily report of 
COVID-19 confirmed cases but the effect became positive after the 4th period. However, natural 
gas prices responded negatively to shocks in Europe’s daily report of COVID-19 confirmed cases 
throughout the period but this was felt greatly immediately after the 3rd period. 

From the impulse response function, graphically, the stock index of the Australian stock 
exchange responded positively to shocks in West Pacific’s daily report of COVID-19 confirmed 
cases and this was felt greatly immediately after the 3rd period; this same pattern was felt by crude 
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oil prices but this was felt great after the 4th period. Also, natural gas prices responded positively to 
shocks in West Pacific’s daily report of COVID-19 confirmed cases and the effect declined 
significantly immediately after the 5th period. The result from the graph only revealed that gold 
prices responded negatively to shocks in West Pacific’s daily report of COVID-19 confirmed cases 
and this was felt great after the 3rd period. 
 
5. Conclusions and policy recommendation 
 

This study examined how the global economy has responded to the coronavirus pandemic and 
specific variables are used to measure the various activities that define the global economy. From 
the study, the coronavirus outbreak first started in the West Pacific region with many cases 
reported; and Europe and America followed suit in COVID-19 confirmed cases. While Africa had 
only 2 cases in February, West Pacific already had 73,162 cases. In sundry, Europe had the highest 
number of reported cases within the period of study. 

Also, the study revealed that amongst the major stock markets investigated, HSBC’s stock 
index was the worst hit during the period examined, however, all the stock markets investigated 
showed that there were great changes in their stock index and this was skewed largely to reductions 
than increases in the stock index. We can also conclude from the study; Europe had the highest 
daily occurrence of coronavirus cases while America reported the highest cases in a single day. 
Gold prices throughout the study remain relatively stable during the period of the investigation 
while the Brent crude oil prices were highly volatile during the period. 

Further, African, Americas, Asians, Eastern Mediterranean, West Pacific and Europe’s daily 
COVID-19 confirmed cases did not granger cause the respective stock index of top stock markets 
within the regions (South Africa stock exchange, Nigeria stock exchange, NASDAQ, New York 
stock exchange, Hongkong stock exchange, Shanghai stock exchange, HSBC, EURONEXT and 
Australia stock exchange respectively). Also, we can conclude that the African, Americas, Asians, 
Eastern Mediterranean and West Pacific’s daily COVID-19 confirmed cases did not granger cause 
Brent crude oil price, gold prices and the natural gas prices; only the Europe’s daily COVID-19 
confirmed cases influenced the natural gas price. However, the study concludes that one of the top 
region’s stock market causes a change in another’s top stock market; this is evident as NASAQ’s 
activity influences the New York stock exchange, the Hongkong market influences the Shanghai 
stock market and EURONEXT influences HSBC’s activities. Also, we conclude that the HSBC’s 
stock market activities influenced the crude oil prices and vice-versa while the crude oil prices 
further influenced the natural gas prices and gold prices. Also, the New York stock exchange, 
NASDAQ, HSBC, EURONEXT, Hongkong and Shanghai’s stock market activities influenced 
natural gas prices. We thus infer from the study that the HSBC market is a major determinant of 
global economic activities while crude oil prices determine other world prices of supply goods.  

Concerning shock phenomenon, crude oil prices responded negatively to shocks in Asia, 
Europe, East Mediterranean and Africa’s daily reported COVI-19 confirmed cases while natural 
gas prices responded negatively to shocks in Africa’s daily reported COVI-19 confirmed cases. 
Also, the stock index of Hongkong and Shanghai’s stock market responded negatively to shocks in 
Asia’s daily reported COVI-19 confirmed cases while the stock index of HSBC and EURONEXT’s 
stock market responded negatively to shocks in Europe and East Mediterranean’s daily reported 
COVI-19 confirmed cases. We further conclude that natural gas prices responded negatively to 
shocks in Europe’s daily reported COVI-19 confirmed cases while gold prices responded 
negatively to shocks in West Pacific’s daily reported CVID-19 confirmed cases. 

While aggressive effort is made medically to develop vaccines in curbing the outbreak, a more 
coordinated policy measure is greatly needed by the management of the stock markets around the 
globe such as an increase in putting on hold trading activities when the stock prices fall below a 
lower bound from the 15minutes issued earlier by U.S. Securities and Exchange Commission.  
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 Abstract 
 

 The pace at which technology is developing today is a very accelerated one, which leads to an 
constantly increasing circulation of information. With this technological evolution, the most 
developed countries have the most to gain or to lose on the international stage. The recent China-
US Trade War tends to take a turn for the worst because of Huawei's recent innovative products 
and technologies. America has come to the menacing conclusion that China, using its gigantic 
producer capacities, would try to create vulnerabilities in the American defense system, while 
intentionally eroding the western capitalist economy. The purpose of this paper is to emphasize the 
importance of the ordinary technology that we are taking for granted and the effects of it on 
national and international scale. For this reason a logical explanatory material was composed, 
through which we can easily grasp the ascending importance of informational technology into an 
increasingly globalized economy.   

 
Key words: information, technology, iron curtain, trade war 
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1. Introduction 

 
The information and its distribution are of major importance in the century that we live in. We 

can say that the information was used the first time humans walked on this earth and the methods 
of storing and transmitting it are just as old. But with the constant evolution of technologies, 
especially the modern ones, the whole information environment has undergone complex and 
profound transformations. Anyone can say with certainty that nowadays, these processes have 
considerably increased their importance in the social, economic or military field. Within the current 
international environment, information has become "the most valuable currency", and whoever 
owns the most sensitive and the largest quantities of it can easily control their adversaires. We are 
all familiar with the economic conflict between the US and China and the imminence of the 
outbreak of a new Cold War is evident, which will also obviously be a „war of influence”. It may 
sound strange but, as we can see nowadays, the strongest economies tend to control the not so 
economicaly evolved states, which leads to a huge international influence on the side of the 
dominant countries. A primary characteristic that it has in common with the other types of wars or 
confrontations, its represented by the informational aspect which plays a critical role when it comes 
to winning. In the current clash between the capitalist west and the communist east, great 
controversy has been risen when the Trump administration decided to restrict Huawei from 
importing the operating system produced by Google. These actions were put under the pretext that 
the company in question with the help of the new 5G technology, which was implemented in its 
mobile networks, could spy on the clients, and the information obtained from them would be 
handed over to the Chinese government.  

Thus Huawei has been blacklisted amongst the American companies, which may or may not 
lead to its decline in favor of US giant Apple Inc. We can see beforehand that all the fuss is about 
the american economical prowness, not exactly a strictly security issue. If we look back these types 
of confrontations and issues between America and China, had been going for quite some time now, 
which can point to the fact that this will go on for a longer period, or at least until one of these 
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countries gains world economic domination. Even if none of these actors has the upper hand in all 
the domains, we can see that the international centers of influence are slowly shifting from one 
direction to another, but as it moves, different types of changes are happenenig in other countries. 
In the end, if they are not careful the simple citizens might be affected in a negative way. (Jia, 
2019) 

 
2. Theoretical background 

 
The economic war between the United States and China has produced economic and security-

related effects at a global level. As a result of this „cold” conflict, the Washington Administration 
has decided at the end of 2019 to restrict access of Huawei equipment across the territory of the 
USA. 

According to the Department of Commerce, Huawei still had 90 days to maintain their existing 
products on the American markets. The license expiry date was due on the 19th of August, 2019, a 
fact that guaranteed Huawei’s continuity in engaging commercial activities with Google, Intel, but 
also to forward different software-side enhancements for the already existing hardware equipment 
in America. 

Huawei has been a controversial company, because of many situations in which a plethora of 
other countries and companies were involved: India at the beginning of the new millenium, with 
Huawei being accused of granting talibans communications equipment for military use; in 2003, 
Huawei was sued by CISCO for stealing router-programming codes; 2009 – the 
telecommunications company BT stated that they will stop using Huawei-produced equipment due 
to security-related issues and weak protection against cyber-attacks originating from China; 2010 – 
Motorola sued Huawei for industrial espionage, this case being closed as late as 2011; and the list 
goes on and on. 

 
3. Research methodology 

 
In the following paper, the main method used in obtaining results is an analytical research, 

correlating already available facts, data and information, analyzing and reaching a subjective 
standpoint, which can stand as a critical evaluation of the topic. 
 
4. The creation of a technological barrier 

 
In May last year, the United States added the giant technology manufacturer Huawei to the 

"black list" of companies that cannot do business with US corporations. For some time now Google 
has begun limiting the provision of software services intended for the mobile technology company 
Huawei, following a White House ordinance deciding to restrict Chinese company's access to US 
technology. Google's software systems are used on Huawei smartphones, with applications being 
pre-installed on all Huawei devices marketed worldwide. Depending on how the US presidential 
ordinance is enforced, the use of these operating systems may be blocked permanently. For 
Huawei, the strong impact will be abroad, as chinese customers already have limited access to 
Google services in their home country. The countermeasures of the US company will have the 
greatest effects in areas such as Europe, where the Chinese company has become one of the largest 
sellers of smartphones. And in the end, as a result, other companies will inevitably follow. 
Basically, the maneuver generates pressure on Huawei's dreams to expand internationally. 
(Porterfield, 2019)   

The Chinese manufacturer, which has made a much bigger profit in 2018 than IBM, has been 
accused of using 5G wireless technology, in which is the world’s leader, to spy on US citizens in 
order to gather vital information regarding the security and the critical infrastructures of the United 
States. America claims that there have been suspicions and even accusations of economic 
espionage in the past regarding some employees of Huawei and ZTE, which is another major 
mobile phone manufacturer. According to reports issued by the FBI, Chinese employees of these 
companies were given large sums of money in exchange for pictures or relevant information 
regarding the "Tappy" telephone testing technology. This technology was being used by T-Mobile, 
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a large American telephone company, which only operates on the US territory, and the important 
thing about this is that it is classified as a "technological secret". Because Huawei was selling 
phones to this company, theoretically, some employees were able to extract some information from 
which the Chinese government had to gain. Another rather serious allegation against Huawei, 
which was brought to light earlier last year, was the fact that it did business with Iran despite 
sanctions imposed on this country by America. The same as before, this time also the Chinese have 
dismissed any allegations, saying that Huawei has not done any direct business with Iran, 
considering these allegations only attempts to slow its ascension into becoming the world number 
one mobile technology manufacturer. It should be mentioned that in April 2018, the same kind of 
sanctions, actually identical to those imposed to Huawei right now, were imposed to the 
aforementioned ZTE company. But a month later, after Donald Trump's meeting with Chinese 
President Xi Jinping, these sanctions were lifted under the pretext that too many chinese citizens 
were risking to lose their jobs. Many experts in the field believe that ZTE has been used as a means 
of negotiating in the Sino-American economic war, and the same is true of Huawei, only that this 
company is much more important to China. (Wolfgang, 2019)  

But there is another less optimistic view regarding this harsh approach of Donald Trump 
administration in the conflict with Beijing. I am mentioning this because it risks accelerating the  
development of two different worlds in the informational technology environment, further isolating 
about 20% of Internet users worldwide and also adding an extra 30% to this number. China has lost 
nearly two decades on building a digital wall between it and the rest of the world, a one-sided 
barrier meant to keep companies like Facebook and Google away, but allowing Chinese rivals to go 
abroad and expand into the world. But when that barrier was begining to crumble President Donald 
Trump further enforced it from the other side, and as an effect in the context of Huawei losing 
Google, the US-China technological war receives its own Iron Curtain. This harsh approach of the 
White House that threatens to accelerate the development of two technological worlds, further 
isolating one-fifth of Internet users, only exacerbates the current economic conflict between the two 
countries. (Sutter, 2017, pp.117) 

If China and the United States have really launched a technological Cold War, then the 
ordinance against Huawei can truly best be perceived as the restoration of the Iron Curtain. But this 
new Iron Curtain will be more of a tehnological one, and if we pay close attention to the society 
that we live in, we can jump to the bold ideea that it can have the destrucitve effects as those which 
ocured between US and Russia. In this potential outlook on the technological future, China will 
continue to keep most of the world at a distance. Under this assumption, by contrast, the United 
States and many other countries will, in turn, block Chinese technology. Strengthening the US 
position closes many of the ways which were used by  both countries to exchange ideas and 
collaborate in business despite the strict Chinese censorship regime. Closing these doors could have 
profound effects not only on the technology business, but also on how the world will use and 
understand the devices and services of the future. However, as we have said before, China's 
censorship and strict control over the digital activities of Chinese citizens had already isolated one-
fifth of the population from using the Internet totally unrestricted, and so it has generated the birth 
of a generation that doesn’t know what a Google search or a YouTube channel means. (Huang, 
2019) 

But, according to the public opinion, Huawei seemed and still seems to have gained an 
unstoppable pace, and this one powerful blow from the US may only be just some kind of desperate 
act. An act which could be used by US to protect the big manufacturer Apple from losing more and 
more ground in the favor of the Chinese behemoth. But Huawei has predicted this in some way. 
And this idea can be strongly supported by the fact that seven years ago,  the Chinese smartphone 
maker opened a small research center in Finland, opting for the country in which Nokia's 
competing engineers know how to build operating systems. Starting with only 20 engineers, 
Huawei has gradually expanded its activities into Finland, with centers in Helsinki, Oulu and 
Tampere preparing for the day when they might need an alternative to the Android system, which 
is currently used on three quarters of the world's mobile phones. This is yet another proof of the 
adaptability and predictability of the Chinese when it comes to technology. Taking this course of 
action as an example, it is very difficult for the USA to accept that in the near future it is no longer 
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possible to be the number one technological producer. If it truly happens it will greatly weaken its 
world leader status. (Robson, 2017) 

The US new aggressive approach will only accelerate this process opening a window to the 
possibility that one day the citizens of China will only use Chinese phones or devices equipped 
with local chips and software. The problem is much more complex as many countries in Europe 
and Asia have adopted and in the near futere will openly embrace the new 5G technology 
distributed by the Chinese. This can lead to bold assumption that soon, many of these countries 
would be willing adopt 100 percent of Chinese phones and software. At a first glance, many would 
say that this is not so serious, but if we analyze the situation in a deeper and a more objective 
manner,  the adoption of this particular mobile technology may be the catalyst for an constantly 
increasing import of Chinese technology into a more and more widespread territory. Due to the 
distribution of different technologies across the vast territories, China will have access to a vast 
amount of information that could be used for its own benefit, but not necessarily in a way that 
would adversely affect other countries. (Xie, 2008, pp.210) 

 
5. Findings 
 

Although Huawei has encountered numerous accusations, from intellectual theft to cyber-
espionage, none of these incriminations could be proved. To consolidate trust of the other states 
towards the Huawei company, China has been open to discussions regarding the signing of an 
agreement through which the latter would take the decision of not engaging in espionage using 
Huawei products, in the states in which their technology has already been implemented. By 
November 2019, no agreement was signed. 

The Huawei files represent the fight for technological supremacy between China and the United 
States of America. None of the states seem to assume responsibility for finding a common 
framework for solving this technological confrontation. China accuses USA for trying to infiltrate 
the Huawei systems  illegaly arresting Huawei partners and employees,conduction of cyber attacks 
against the mobile phone communications company, obstruction business activities through 
intimidation and  denial of visas legitimacies combined with confiscation of equipment. On the 
other hand Washington accuses the involvement of the Beijing government in espionage activities, 
intellectual theft and commercial imbalances using Huawei equipment. Solving the frictions at 
commercial level between China and the USA is vital, not only for Huawei, but for all the 
companies that use the Chinese equipment. As the negociations were picked up again, the hopes for 
ending the commercial conflict are not very high, because the Washington government wants the 
Beijing one to start implementing changes in their own structure, changes that will probably never 
be honored. 

 
6. Conclusions 
 

Only by implementing 5G technology the information exchange will be done at a speed which 
has never been seen before , so it is not hard to imagine what would happen if it would be 
augmented with other informational or technological systems. All these changes of the techno-
scientific nature that generate an accelerated accumulation of data which can later be processed into 
information, lead to the creation of a new center of Chinese global influence that has high chances 
to match the American one. If this would happen, and the chances are high enough, we would have 
a proper technological Iron Curtain, which due to the pace at which science and technology are 
advancing, would be almost impossible to remove. 

The Trump administration's maneuver is far more complete than many Chinese thought it would 
be, and it also appeared much earlier than expected. Many people only now realize that it is real. It 
is unclear whether the Trump administration's decisions will succeed in isolating Huawei from the 
rest of the world, but according to many experts this will not happen due to the company's 
immensity, technological advances and China's adaptability to cope with these types of situations. 
But the greatest advantage for Huawei is the fact that the big Chinese companies, even if they are 
officially private, have official or unofficial support from the government. As mentioned above, the 
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attack on Huawei intervenes in the context of worsening the trade conflict, and it leads to the final 
conclusion that it is only one piece on a larger game board. 
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Abstract 
 

Panama is one of the poorest countries in the world, but has the advantage of having a 
rich flora and fauna, with many national parks. The government has decided to thrive in 
tourism, especially in ecotourism, the newest form of tourism because has a good strategy 
to grow this sector - there is this natural wealth and there is local workforce. 

Taking into account the evolution of the tourism industry, in this article we will focus on  
the strategies that have been implemented both locally and at the country level, using the 
fundamental research method and the observation method of the phenomenon of 
industrialization in Panama, being done in a beautiful area that is the hospitality industry. 

At the end of the article we will highlight the strengths of the strategy that can be used 
as a model of good practice in other countries. 
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1. Introduction 
 

In recent years, the economy of the Republic of Panama, a small country located at the 
intersection of the two parts of mainland America, having borders on the west with Costa Rica, on 
the south-east with Colombia, with the Pacific Ocean on the south and on the north with the 
Caribbean Sea, a surprising evolution from the economic point of view reaching a constant growth 
of the GDP, a nonlinear growth, but a growth that amazes us for a country very little industrialized 
and with very little tourism in the past.  

In the last 7 years, according to the WTTC, which published a study "Travel & tourism power 
and performance report", which shows that this sector has grown a lot worldwide and Panama 
obtained in 2017 Total Travel & Tourism contribution to GDP, 8,504.3 US $ Millions (real 2017 
prices and exchange rates), (WTTC - 2018). And in the world of Latin America, from the point of 
view of economic growth, reflected in GDP, in 2017 a place 6. (WEF Forum, 2018). 

The population of this country is about 4 million inhabitants, with a rich cultural diversity there 
being Métis, Americans, Indians (from India), Chinese, Africans, Mulatrians, whites, who brought 
with them their own culture and traditions. 

In the top 10 of the most sought after places as an ecotourism destination there is the island of 
Bocas del Toro, in the Republic of Panama with wonderful beaches, a chocolate plantation, tree 
houses and farm food (Every Step, 2019), makes us think that I chose a very profitable and good 
destination for this article. 

The way in which this growth was achieved has become important because it can prove another 
way to improve tourism and especially ecotourism, because there, they developed this tourism with 
the protection of nature, due to the multitude of protected areas. 
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2. Theoretical background 
 

The word ecotourism comes from the union of two great concepts ecology and tourism. Ecology 
is the science that deals with the study of ecosystems, with the study of the interaction between 
biocenosis and biotope, with the study of living organisms in the existential environment. Ecology 
is the basic concept for sustainable development, because studying the biosphere and the influence 
of pollutants on the environment draws our attention to man-made skids and the need to conserve 
nature. Tourism is a growing industry, which involves travel, visits from home to other destinations 
involving the development of humanity in terms of history, culture, philosophy by absorbing new 
knowledge about both nature and economic evolution. Ecotourism is the form that combines 
ecology, environmental protection with tourism, with the greed of people to know new 
destinations, new cultures, new people.  

Ecotourism was initially named as an “alternative tourism” and some authors thing that this type 
of tourism is dedicated to rich tourists who travel to exotic areas or young people who go with their 
backpacks spending little money. (Wearing et all, 1999, pg.10) 

Currently, thanks to the International Society of Ecotourism, founded in 1990, which had 
developed principles, guidelines, standards, training and educational resources, it is known exactly 
how ecotourism works.  This form of tourism is very helpful for countries with rich natural 
resources, but poor in terms of tourism, because it creates added local value by attracting tourists 
both by the beauty of places and the discovery of traditions and employs local labor, increasing the 
economic level locally, and Republic of Panama is a good example for ecotourism. 
 
3. Research methodology 
 

Everything in ecotourism is very new in Republic of Panama because the whole article is based 
on information placed on some books and on the Internet, and true truths have been collected from 
government websites such as the Ministry of Environment, the Ministry of Tourism, the World 
Tourism Organization, etc. all that is new and the method used was the fundamental research 
method, a research based on the phenomenon and the observation method by which we identify the 
possibilities by which the growth of ecotourism in Panama can lead to the growth of ecotourism in 
other countries.  

It is true that usually the fundamental research must be carried out until the beginning of 
tourism in that country, but considering that the development of the country has been done in the 
last years, we will refer to the evolution of the past quite a bit. 
 
4. The study of evolution of tourism and ecotourism in Republic of Panama 

 
Tourism started with the first trips after food, clothing and pleasure and knowledge and 

developed step by step for a better world, where communication, education, learning and 
commerce have the power to make evolution. Ecotourism is the newest form of tourism, 
environmentally friendly tourism, but even if it exists as a concept in 2002, it was still thought that 
it would be very difficult to create this tourism time. In order to achieve this, several conditions 
must be met (Drumm et al, 2005, p 74): 

- to have information on the ecotourism market, 
- to have an information about the physical conditions (accommodation, amsa, attractions, etc.) 

existing, 
- to offer an ecotourism program, 
- to have related services, 
- to train the local community, 
- to make an investment according to the expectations of the investor 
- be organized in a natural area. 
Table no. 1 presents the results of a survey of 66 U.S. tour operators which at that time offered 

in-kind entertainment in 271 destinations in Africa, Europe, Antarctica, Asia, North America, 
Alaska and Canada and South America. The best known destination was and is currently Costa 
Rica, the first country who develop ecotourism in the world. 
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  Table no. 1. The most Popular Destinations in Latin America  
Country Number of US outbound 

operators who identified this 
as one of their primary 
destinations 

Percentage 

Costa Rica 37 56 
Galapagos Islands 32 48 
Peru 29 44 
Mexico 27 41 
Belize 26 39 
Chile  18 27 
Argentina 16 24 
Ecuador 16 24 
Brazil 14 21 
Bolivia 11 17 
Caribbean  11 17 
Guatemala 10 15 
Venezuela  10 15 
Panama 9 14 
Others 5 8 
Total of respondents 66 100 

   Source (Drumm et al, 2005,56) 
 

Tourism has always been an important part of the GDP, from the Republic of Panama, due to 
the Panama Canal, the beaches and the Colon free area, tourists coming to these places for rest, 
curiosity and shopping. Lately, especially after the last global crisis, a little perspective has 
changed, as the authorities have become more transparent and have also forced banks to participate 
in the Organization for Economic Co-operation (OECD) Standard. 

 
Image no. 1. Parks in Panama 

 
Source (http://www.ecotourismpanama.com/national-parks.htm) 
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The evolution of tourism is due, on one hand to the existence of a well-developed transport 
network and to the fact that this network is expanding to be as easy as possible to reach different 
parts of the country, and on the other hand, to the existence of natural parks that include terrestrial 
and aquatic beauties of nature, some of which are in UNESCO heritage. 

The 14 parks, which cover an area of 5 million hectares, represent 25% of the country's surface, 
and in the future to this percentage will be added another 4% of conserved lands, protected lands. 

Each of these parks are unique with tropical forests, with lilies and orchids, which descend to 
the edge of lakes, rivers and the Panama Canal, where we find different populations, such as harpy 
eagle, sow, parrot, quetzal, turtle, a multitude of turtles, species of monkeys, etc. 

Currently, the government has made various changes to help the development of tourism and 
especially of ecotourism by lowering taxes, by ratifying the principles of ecotourism and its 
application in protected areas. Thus they put into practice these principles: 

- educating locals and tourists 
- decrease of the impact of the tourism activity 
- tourism activity that brings benefits for the locals 
- offering tax exemptions or other financial opportunities for visitors and hosts 
- awareness of benefits at all levels, local and national 
- the responsibility of the locals for the natural environment, cultural and traditions 
- supporting international agreements on reducing or even disappearing poverty and respecting 

human rights. 
These principles were the basis of the development of a plan, of a national strategy in tourism, 

which proved in 2012, that it did not reach maturity even though all the actors were involved - 
players in the hospitality industry, even using a participatory method and inclusive, which brought 
ecotourism to local communities, but as you know everything takes time. 

After this beginning, in 2015, the authorities of Panama launched the Green Tourism Plan, 
which is applied only in nine protected areas, considered priority areas and based on a new strategy 
that involves seven strategic points. 

This strategy, built for the development of ecotourism in Panama (UNTWO, 2018) is based on 
the following points: 

- building a country brand that brings to the fore nature, culture and traditions, 
- offering ecotourism products, 
- improving the competitiveness of the products offered in various natural areas, 
- stimulation of the demand for ecotourism on the internal and external market through the 

concentration of specialized groups, 
- maximizing the benefits for the locals, 
- governance through the involvement of public authorities, private partners and the community, 
- sustainable economic, social and ecological development. 
Applying this strategy they built the infrastructure that allows easier access to the protected 

areas, a subway line, roads, lanes, hotels and restaurants, thus increasing the entire infrastructure of 
the hospitality industry, not just the ecotourism area, because is a good collaboration between the 
authorities, NGOs and  the bussines enviroment 

The education of the inhabitants and the development of the ecotourism by offering cultural 
attractions that are specific to the place, offering a guide, which involves visits to tropical areas 
with animals and birds that tourists have ideas for, but has not seen until now, offering handmade 
objects and the participation of tourists in the execution of some of the objects leads to the increase 
of the tourists' satisfaction, to the implicit increase of the number of satisfied tourists, which will 
lead to the increase of the number of tourists worldwide. By educating the locals to become guides, 
drivers, cooks, plant collectors, artisans, hoteliers, we also get an increase in the local economy and 
a decrease in poverty. 

Developing the site https://visitpanama.com/ and promoting the Republic of Panama as a 
tourism and ecotourism destination, together with all the above, the number of tourists has 
increased compared to 2016, in 2017 by 140%, and the revenues from tourism until July 2017 will 
be equal to those of the whole year 2014. 
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5. Conclusions 
 

In 2017 was the International Year of Tourism 2017 and the main challenges that have been 
highlighted in tourism are: social inclusion, poverty reduction through employment and 
qualification, retraining of the labor force; sustainable development in the economy; environmental 
protection through the efficient use of resources and climate change; diversity, culture and heritage 
and peace and security through mutual understanding. 

In this article we have shown that the Republic of Panama foresaw and developed tourism based 
on sustainable development and showed that any natural area can become an area where the tourist 
and tourism are at home, along with the locals in that area.  

A country like the Republic of Panama, which has a huge income due to the Panama Canal, 
which unites the Pacific and Atlantic oceans is a country with major possibilities in tourism as well, 
having both natural and human potential. It was enough for the local population to be trained, to 
build an infrastructure to attract more and more tourists and to develop the safest way of tourism - 
ecotourism. 
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Abstract 
 

Evolvement of Blockchain following the introduction of the internet has thrown up many issues 
and its application across the broad spectrum of human activities, among which is full-proof 
identity management system. The current centralized data system of national identity services is 
replete with a whole gamut of operational risks for parties involved due to the issue of trust and 
lack of safeguards to protect the system from being compromised or hacked. Decentralized identity 
management system is a solution to the challenges, adopting a user-focused approach that gives 
full control of an identity back to the individual; and using Nigerian’s National Identity 
Management System as a case study, a blockchain technology-based identity management system is 
proposed. Prototypes for identity construction, alteration, certification and reporting are 
presented. Cyber-attackdeterrence and developing of smart contract protocol model for identity 
management, as well as attribute disclosure are other contributions to the use of blockchain. 

Key words: Blockchain, Identity Management, Decentralized Identity Management system, 
Nigeria’s National Identity Management System 
J.E.L. classification: C8, O33 
 
 
1. Introduction  
 

With the emergence of the internet and increasing cases of identity fraud, email breaches, the 
security of information and data online has become a recurring decimal in the quest for 
optimization, deployment and use of technology for storage, management and retrieval of 
information. (Bambara et al, 2018). This has call to question the present technological architecture 
and infrastructure in the deployment and use of technology in the documentation, collation and 
storage of personal data, as well as management of peoples’ identity; both at national and 
international level. It is therefore imperative that these pressing issues will require a paradigm shift 
towards the use of Blockchain a dispersed record innovation in the execution of national identity 
for all citizens, with far reaching positive implications.  

Every day that we are being inundated with news of data breaches which culminated in millions 
of emails, credit card information of websites of banks, International hotels, government 
institutions being breached, causing them to lose billions of dollars to various fraud.  A case in 
question is the hacking of 500million emails of Yahoo members, 5.2 million Bonvoy loyalty 
program of Marriot Hotel International, and many more of such incidences. Trending technological 
tools are not only outdated, insecure, but are bereft of appropriate privacy protections, while 
personal data of people are monetized and commoditized; at the expense of owners. 
(www.wired.com/story). This was also collaborated by a real-life scenario where clients’ 
information in a big law firm were breached; and it was decided that blockchain technology could 
offer a more plausible alternative to securing customers data, particularly contracts and highly 
sensitive information(Bambara et al, 2018). 

In the quest to bridge such a security gap and cover such lapses that technology expert, software 
engineers and developers are looking towards the direct of Blockchain technology for solution. 
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2. Literature review 
 

Before the introduction of Blockchain technology, Government establishments, companies, 
businesses, banks, airlines, and hotels data base have been at the receiving end of hackers; and of 
course internet experts and web developers have been battling with the issues bordering on security 
breaches and compromise of their data bases and emails; aside from identity and credit card frauds, 
with malicious intent (Drescher, 2017, P.580). This was increasing in quantum leaps and assuming 
an alarming proportion and something needed to be done.  

The state of affair was aptly captured Tapscott and Tapscott (2016) when they stated that inspite 
of ubiquitous presence on the world wide web and new technological security inventions, we can’t 
dependably build up each other's characters or trust each other to execute and trade cash without 
approval from an outsider like a bank or a legislature. These equivalent mediators gather our 
information and attack our protection for business addition and national security. It was within this 
milieu, enters the blockchain technology.  

Based on this trajectory, it was therefore logical that the advent of the blockchain technology 
and its development was inevitably out of necessity on the part of software engineers, internet 
security experts; in their quest in mitigating the ubiquitous and pervasiveness of Internet’s 
problems of privacy, security, and inclusion with cryptography. Under the prevailing circumstances 
before the emergence of blockchain technology, every ingenuity on the part of experts to think with 
process always leaves an opening for compromise. This was as a result of contribution of an 
outsider, performing an intermediation role to engender trust between parties. This was succinctly 
amplified by use of credit cards for payments over the Internet, which at best is not secure because 
users had to relinquish too much of their personal data, and the accompanying transaction fees were 
prohibitively high for small payments. 

Recently, MasterCard International has been reported to have joined the blockchain digital 
identity alliance ID2020. The ID2020 Alliance was founded by a consortium made of Accenture, 
Microsoft, Gavi, Rockefeller Foundation and IDEO. Partners include Non-Governmental 
Organizations, private companies and United Nations agencies (Ledger Insight 2020). 

 
2.1 The Blockchain Phenomenon 

Blockchain technology, like the internet before it which is billed to tsunamically alter 
transactional relationships is strategically positioned to become the next prime disruptor, tipping 
the technological scale for good or for bad; or both. They are an emerging digital technology that 
synthesizes cryptography, data processing and management, networking, and stimulus mechanisms 
to bolster the verification, implementation, and documentation of transactions between parties. 
According to (Xewei et al 2018), blockchain ledger is a list (‘chain’) of groups (‘blocks’) of 
transactions. Parties proposing a transaction may add it to a pool of transactions intended to be 
recorded on the ledger. Processing nodes within the blockchain system take some of those 
transactions, check their integrity, and record them in new blocks on the ledger. The substance of 
the blockchain records are replicated across many geographically-distributed processing nodes 

 
Figure no. 1.Distributed (left) vs. centralized (right) systemarchitecture 

 
Source: Blockchain Basic: A Non-Technical Introduction in 25 Steps, Daniel Drescher (2017) 
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Therefore, the use of blockchain will usher a gargantuan shift which will displace the 
historically intermediation   roles of intermediaries upon whom national institutions, have; over the 
years comes to relied on to implement administrative and security safeguards against document 
fabrication, unlawful relocation, tax evasion, money laundering and the ‘underground’ market 
activities in the hard-drug trade, human and sex trafficking, as well as cybercrime.   

There was asserted in (Xewei et al, 2018), that generally speaking, these exchanges are 
bolstered by confiding in outsiders, particularly government organizations, banks, lawful firms, 
bookkeeping firms, and specialist co-ops in explicit enterprises. Blockchain technology therefore 
gives acredible alternate method to build confidences in such exchanges. 

More so, when a quantum leaps in online communication in a ‘wired’ world is throwing up 
more opportunities for these types of crime; namely : spammers, identity thieves, phishers, spies, 
zombie farmers, hackers, cyberbullies, and data nappers –criminals who activate ransomware to 
hold data captive.(Tapscott and Tapscott 2016). As pointed out by Andre Boysen (2019) on Cyber 
security, it is practically difficult to peruse the news without going over a lead story indexing the 
most recent digital break or abuse of information. Licensed innovation is being taken from 
organizations at a disturbing rate. Remote hackers are intruding and muddling decisions. Crooks 
utilize the dull openings of the web to sell medications, weapons and even individuals. 

The American Bar Association Cyberspace Law Committee in Fort Lauderdale, Florida, USA   
Report   of January 29-30, 2016 defined blockchain as akin to a computerized, circulated exchange 
record database with indistinguishable duplicates kept up on a system of numerous PC frameworks 
constrained by various substances. It records and stores each exchange that happens in the system. 

 
2.2 Imperative of Blockchain 

We are daily inundated with reports and news of stolen identity, hacking of passwords and theft 
of personal data of internet users which has rendered current security safeguards unsecured.This 
was collaborated by Bambara et al., 2018) when they said in the present world wide web, we are 
inundated with security issues that are recognizable to everybody. More often than not we depend 
on our usernames and secret codes to get to access our benefits. 

These security features are susceptible to breaches inspite of the attendant safeguards put in 
place; there have been tremendous increase in data theft, internet fraud, identity theft, hacking and 
so many other vices.  As a result of these mitigating issues, blockchain technology offers a more 
verifiable and decentralized system without an intermediary and which is a shade head in terms of 
trust issue called the ‘trust protocol’ which hitherto requires and necessitates a third party to verify 
the authenticity of a transaction or documents.Bambara et.al., (2018)work supports this fact. 
Blockchain utilizes encryption innovation to enhance security. By permitting information and data 
to be generally conveyed, blockchain innovation has laid the foundation of the new world wide 
web version 3. In spite of the fact that it was initially conceived for the cryptocurrency, the 
business and innovation networks are finding numerous utilizations for it. Information on this new 
innovation will be required by developers as well as by all organizations. It is envisioned that in the 
next five to ten years, blockchain will alter the plans of action in a wide range of businesses—and 
probably change our daily existence. 

In a White Paper authored by Skip Slone & the Open Group Identity Management Work Area 
March 2004, sees trust as akin to a firm confidence in authenticity, integrity, truthfulness, fairness, 
in the intent of another party to conduct a deal, transaction, pledge, contract, etc. in accordance 
with agreed principles, rules, laws, expectations and undertakings. 

In so many ways, blockchain technology which combines myriads of mathematical formulae, 
algorithm, computer codes and cryptography, offers in terms of integrity; a better but verifiable, 
secure, reliable and hack-free architecture that can host data and information which can be accessed 
seamlessly.This fact was amplified by (Daniel Drescher 2017). The choice of blockchain is to 
accomplish and keep up trustworthiness in appropriated frameworks. The enthusiasm aboutthe 
technology hinges on its capacity to stand as an instrument for accomplishing and keeping 
unaltered records in shared frameworks that can possibly change entire businesses bypassing 
middlemen. This is particularly true of blockchain’s transparent and open approach in keeping tab 
on transactions; revolutionizing the way information and data are seamlessly stored and can be 
retrieved and managed. The Blockchain Technology has opened a whole new vista and possibilities 
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for sovereign nations, particularly Nigeria who desire a uniform system of identification that will 
aid government agencies, especially the police in the discharge of the statutory 
responsibilities(NIMC 2010).It offers Nigeria a unique opportunity to institute and establish a 
robust, and an all-encompassing but enduring identity management systems that can hosts citizen’s 
identities whichcan incorporate and host their personal data such as birth authentication, marriage 
endorsement, common enlistment and driver’s license (ITU-T FGDFS, 2016). 

The salient features of the blockchain technology which makes it natural choice for 
deploymentin the management of Nigeria’s National Identity card is, being a decentralized system, 
anybody can review the entries in it, due largely the fact that blockchain is based on consensus of 
the majority of parties involved. It is also an establish fact that information or data imputed into the 
blockchain cannot be effaced, because it contains a precise, verifiable documentation of every 
single record of contract entered into.  

A very important feature of blockchain technology is the fact that any transaction or record 
imputed cannot be altered without being detected. Blockchain offers transparency system which is 
open to all parties which ultimately enhance trust. 

 
2.3 Nigeria’s Current National Identification Card Management 

The Nigerian National Identity Card Scheme under the tutelage of  National Identity 
management Commission(NIMC) as it presently constituted is bedeviled with so many issues 
compounded by serial allegation of corruption and fraud in the implementation actualization of 
Government objectives of having an accurate data on its citizens for planning, health care, election 
voting and a host of other benefits.  

Preceding the setting up of the National Identity Card scheme, there has been a dearth of 
adequate report on consumer credit market, coupled with the fact that there was non-existence of 
consistent but uniform form of identification system which will form the bedrock in helping the 
Law Enforcement Agencies in Nigeria in the discharge of their statutory functions (NIMC, p.4, 
2010) 

The Nigerian Identity Management System is presently functioning as centralized server system 
as oppose to the decentralized which the blockchain technology offers. 

 The current National Identity Card Scheme, which is being statutorily managed by the National 
Identity Management Commission (NIMC); is to perform the following functions: 

a. Registration and biometric enrollment of residents and legitimate inhabitants, with the 
objective of generating and storing National Identity database on a sustainable basis; 

b. Toissue to every citizen a unique number code which is called the National Identification 
Number (NIN). 

c. Issuance of what is called the General Multi-purpose Cards (GMPCs) (as provided for in 
the NIMC Act); 

d. Provide for identity verification and authentication services; 
e. Provide for access and connectivity infrastructure between registration centers, central data 

processing center, identity verification system and backend systems; 
f. Provide for standardization and consolidation of identity databases in government 

organizations, which of course including providing the regulatory and institutional 
framework for an orderly development of the Nigerian National Identity Scheme. 

The exiting system currently in operation provides for citizen identitycertification and 
affirmation through the appropriation of safe entry to a National Identity Card Database (NIDB). It 
is required by law for the National Identity Management Commission (NIMC) to from time to time 
enhance the identity card to chip-embedded cards.  The current system has been fraught with many 
pitfalls, among which are: inherent danger and threat of   the database, being compromised through 
hacking, identity theft; and at best the central server crashing and loss of the entire information; and 
the capabilities for manipulation and stealing of information. No to mention also attack from 
malware and ransomware is also eminent in this regard. (NIMC, 2010) 

A good example of the deployment of blockchain technology is in the tiny nation of Estonia, a 
one of the Baltic nations with a population size of 1.3million people, has demonstrated the political 
will in pioneering the adoption and use of blockchain technology in service delivery to its citizens. 
This was succinctly captured by Tapacott and Tapscott (2017).  
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Estonia's pioneering political leaders have structured their e-government course of action, 
anchored on disperses administration, interconnectedness, responsiveness, and network security. 
Their objective is to establish and sustain a system where new innovation and technological 
advancement can be seamlessly integrated and citizens can access government services and 
information online, using their unique identity code. It will also enable citizens to also update their 
personal information with government as at when desirable. 

For a meaningful economic planning, robust, adequate and timely intelligence gathering, which 
is a sin quo to functional security architecture, Nigeria needs a technologically driven national 
identity system, and not the present system where there is no coordinator system to harmonize the 
various approach between the government and the private sector. While the banks and financial 
institutions are enrolling their customers in their database, government is issuing the chip-based 
identification code to each citizen after enrollment. Data required from each citizen for enlistment 
are date of birth, gender, education qualification, ethnicity and a host of related information. 
Fingerprinting, and facial picture of the enrollee from head shoulder length is also incorporated, 
aside from digitizing individual signatures into the data base. Such information provides the basis 
for comparison and authentication of previous enrollment, if any.  

These data are ultimately stored in the database of National Identity Management Center 
Number (Omoniyi, 2012). The purpose for the unique number is differentiating individuals bearing 
similar names. Extra data like resident personal residence, local council, telephone number, date of 
birth, information of parents, DNA data, criminal record, driving record, marital status, as well as 
job placement history is also inclusive. Ultimately, this distinctive identification holds the complete 
life cycle of the owner. (Omoniyi, 2012). 

Estonia, a small Baltic nation with a population of 1.3million people has demonstrated the 
political will in pioneering the adoption and use of blockchain technology in service delivery to its 
citizens. This was succinctly captured by Tapacott and Tapscott (2017) when the said “Estonia’s 
leaders have designed their e-government strategy around decentralization, interconnectivity, 
openness, and cybersecurity. Their goal has been to future-proof infrastructure to accommodate the 
new. All residents can access information and services online, use their digital identity to conduct 
business, and update or correct their government records.  

While these lofty objectives in achieving a universal coverage for all citizens to have a 
permanent identification, technological innovations present a whole new opportunity for a 
comprehensive, trustworthy, hack-proof national identification system; built on an open and 
transparent architecture; unlike the centralized system.  

According to (Ji et.al. 2009) the concentrated database structure constitutes a great impediment 
to an innovative identity management system; subject to the whims and caprice of professional 
hackers, intermittent downtime; with its attendant legalism of license fees and frequent upgrade of 
new versions. Occasional compatibility of hardware to be for integration with existing ones is also 
another drawback.  

Hence, the imperative of the use of blockchain, which is the act as a distributed ledgerwill bring 
a whole new perspective to the way data and information are stored and transactions executed. This 
comes with the unique and novel advantage of speed, lower cost, full-proof security, fewer errors, 
and the elimination of central points of cyberattack; and of course, system failure. (Tapscott and 
Tapscott 2016) affirmed this unique feature of the blockchain when they said eachblock (database) 
similar to the one that utilizes bitcoin, is dispersedlyconnected across many PCs offered voluntarily 
by parties. This removes the chances of being breached by anybody. It is available and anybody 
can have access to it since it is not quarantined in stationery hardware that can be tempered with. 

In (Tapscott and Tapscott 2016) this new advanced record of monetary exchanges can be 
customized to record for all intents and purposes everything of significant worth and significance to 
mankind: birth and passing endorsements, marital documents of note, deeds and titles of 
possession, educational certificates, money related records, clinical history, protection claims, 
votes, and whatever else that can be transmitted in code. 

The Blockchain therefore offers an unimaginable vista in the technological world of not only 
financial services but also in the Identity Management (IdM). Melane Swan (2015) supports the 
fact that the prospective edge that the blockchain are something other than monetary. Its 
applicability transcendent all human endeavors, across the wide spectrum of human existence. 
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3. Research methodology 
 

In this undertaking, this research for the adaptation and use of Blockchain in national identity 
management, conscious and deliberate efforts will be geared towards exploring the unique security 
and trust-proof features of the blockchain technology which will, ultimately be deployed in the 
administration of the country’s National Identity Scheme within the context of the existing 
technologies.  This will involve the review of existing literature on blockchain technology and its 
application in identity management, in terms of architectural infrastructural system which will meet 
the requirements of the project for adoption and implementation. 

 
4. Conclusions 
  

The advent of Blockchain has ushered in a new phase and has challenged exiting technology in 
data security and digital identity. Given several reasons, Michael (2017) justified people’s 
prediction that blockchain will transcend bitcoin and will fundamentally and irreversibly trigger a 
shift in our universe, technologically. Its applicability is envisaged to cover wide and diverse areas. 
Aside from finance, it will cover digitization of property rights, computerized ballot system, legal 
agreements, logistic networks, e-government in all ramifications, decentralized autonomous 
organizations, our tax system and tax administration.  

It is pertinent to mention here that already blockchain technology has being deployed and put in 
used in the following countries in the management of land in Sweden, Brazil, Dubai; and in 
addition, China has already led the pack by blazing the trail in the test of its country central-bank 
midwifed national cryptocurrency, and currently undergoing a trial run within the context of its 
country-wide financial infrastructures. 

Blockchain Technology offers a very credible and pen system which eliminates trust issues by 
offering an infrastructure that decentralizes the ownership of credentials and offering a universally 
available protocol for verifying one’s record in an immutable chain of data, that is once imputed, it 
cannot be changed. This data rather than being stored on as per application- basis, is stored in 
distributed database, which featured a de-centered, traceable, non-tampering, security-proof and 
reliable; thereby, integrating the Peer-to-peer (p2p) protocol, fortified by digital encryption 
technology. It can also be called a shared ledger. This shared ledger is downloaded by each 
individual user of the blockchain and is a record of each exchange made at any point in time. 

However, this topic may require further study because of some challenges of blockchain, which 
is principally a collection of nodes which are linked by peer-to-peer networks, with exclusively its 
own layer of protocol messaging communication signals. These challenges among others include 
performance appraisal, scalability, and privacy; which need to be taken into account when 
considering its deployment. 
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Abstract 
 

Worldwide, companies in the automotive sector are constantly trying to improve and optimize 
their business processes and the way the components that define their business ecosystem are 
integrated, in order to reach global supremacy, often expressed through revenues, profits or 
number of employees. It seems that a constant clash between Japanese and German companies is 
happening on this huge stage.  

The aim of the paper is to portray the existing, intense competition between Japanese and 
German automotive companies using criteria such as revenues, profits, number of employees 
backed by 2019 data and highlighting notable differences in their production systems. The 
methodology used is quantitative and based on the research of secondary sources such as articles 
and reports (ranks). The findings show an intense competition between companies in the 
automotive sector and a concentration of power from the two main power poles that are subject to 
this paper: Japan and Germany; the supremacy is yet to be decided. 

 
Key words: Toyota, Volkswagen, rank, automotive industry, motor vehicles and parts sector  
J.E.L. classification: F00, M11 

 
1. Introduction 
 

The motor vehicles and parts sector is characterized by fast-pace “changes in demand and 
production practices” (CollegeGrad LLC, 2020) that force companies to act and react, to adapt and 
anticipate as fast as possible, pushing themselves and all stakeholders involved towards achieving 
success through various innovations (for example, in their production systems) that may give them 
the edge: a clear, yet unstable, competitive advantage. This sector is a major contributor to the 
economy in terms of the number of jobs created (in adjacent industries as well), incomes generated, 
taxes paid, goods created, excellent performance of services, employee-technology collaboration, 
etc. Even though the global automotive industry was severely impacted by the financial crisis from 
2008-2009, this specific market started to readjust and manage to find ways to reconfigure itself 
and the companies managed to get back on track. Now, we are noticing a “return of the crisis” 
(Wagner, 2020) generated by the current coronavirus situation. Managing to lock in their positions 
as important players (Grădinaru et al., 2018, 68), Toyota and Volkswagen are dominating the 
automakers worldwide (only performing a castling between the former leader by revenues from 
2018, Toyota Motor, with the leader from 2019, Volkswagen). 

This sector is highly dominated by companies from countries such as Germany, Japan, China, 
the United States, France, South Korea, Sweden, India or Canada. Although there are many 
competitors in this sector, two major sides stand out: German and Japanese companies. Notable 
mentions of important actors on this sector are the following: Volkswagen, Toyota Motor, Daimler, 
Ford Motor, General Motors, etc. 
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The aim of the paper is to highlight the existing distinctions between the two giants from the 
motor vehicles and parts sector, Japan and Germany, using criteria such as revenues, profits and 
number of employees based on 2019 data. The other sections of the paper are organized as follows: 
the second section is based on literature review; the third section is aimed at the used methodology; 
the fourth section highlights the findings of the research; the paper ends with the authors’ 
conclusions.  
 
2. Literature review 
 

A great way to portray the fierce competition between Japanese and German companies in the 
automotive industry is to refer to examples of best practices, of business excellence models, placing 
quality as “a key element of their business philosophy” (Toma et al., 2018, 966). “Striving for 
excellence has become a top priority” (Toma et al., 2017, 567) for companies around the world and 
so many companies are conducting benchmarking activities in order improve their position and 
performance. From this point of view, Japan has a key representative, a true inspirational model for 
their competitors: the Toyota Motor company - the most profitable company in the world in the 
motor vehicles and parts sector. At the heart of the company lies the Toyota Production System 
(TPS) (figure no.1.), the epitome of a holistic integrated “production system that comprises those 
best practices integrated and tightly linked” (Bergenwall et al., 2012, 375). 

 
Figure no. 1. The Toyota Production System (TPS) 

 
Source: Adapted from (Liker, 2004, 33) 
 
Considered a certification of productivity, the TPS focuses on Kaizen, a philosophy 

emphasizing continuous improvement (Kiran, 2020, 155) and learning, shaping the organizational 
behavior and sustaining the work culture (Paladugu and Grau, 2019, 561). An important 
notification refers to the fact that “lean manufacturing evolved from TPS” (Naruo et al., 2007, 
p.387).  
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The key figure of Germany is portrayed by the Volkswagen Group, the 2019 leader in the motor 
vehicles and parts sector by revenues. In order to compete and with its biggest competitor, Toyota, 
Volkswagen is trying to barricade their position and improve their operations and their “production 
systems of tomorrow” (Volkswagen, 2019) by synchronizing their Volkswagen Production System 
(VPS) with their New Logistics Concept (NLK) (figure no. 2). Volkswagen has also implemented a 
modular production system, in which “the component suppliers finance a part of the factory and 
organize the assembly of their components on site” (Abreu et al., 2000, 265). 

 
Figure no. 2. The Volkswagen Group Strategy: The Volkswagen Production System (VPS) 
 and the New Logistics Concept (NLK) 

 
Source: adapted from (Ivanov et al., 2019, p.112) 
 
The German car maker intends to make their production more efficient through their production 

system, the “Wolkswagen Way” (in German: Volkswagen Weg), its role model being “Toyota’s 
principle of continuous improvement known as Kaizen” (Wimmer et al., 2012, 81). 
 
3. Research methodology 
 

In order to attain the research objective, the methodology used by the authors was based on a 
quantitative research method. The information used in order to analyze the situation displayed by 
the top ten companies in the world from the automotive sector and, implicitly, to portray the 
competition between Japanese and German companies, comes from sources of secondary data, 
such as books, articles and reports (ranks). The literature review was realized using electronic 
databases.  

 
4. Findings 
 

This chapter is focused on the various elements that play an important role when trying to 
answer the question connected to which country holds the lead in the motor vehicles and parts 
sector on a worldwide scale. 
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The data used in the analysis comes from the Global 500 rank for 2019, Fortune’s annual 
publication of the world’s largest companies worldwide, ranked by total revenues. The research 
was also based on profits and number of employees. 

The first criteria used in the Japanese versus German supremacy analysis in the motor vehicles 
and parts sector is revenues (table no. 1). 
 

Table no. 1 Top 10 companies in the world by revenues from the motor vehicles and parts sector in 2019 
Rank Global 

500 
Rank 

Name Country Revenues ($M) 

1 9 Volkswagen Germany $278,341.50 
2 10 Toyota Motor Japan $272,612.00 
3 18 Daimler Germany $197,515.30 
4 30 Ford Motor United States $160,338.00 
5 32 General Motors United States $147,049.00 
6 34 Honda Motor Japan $143,302.90 
7 39 SAIC Motor China $136,392.50 
8 53 BMW Group Germany $115,042.80 
9 66 Nissan Motor Japan $104,390.60 
10 77 Bosch Group Germany $92,601.90 

Source: (Fortune, 2019) 
 
The top companies in the world by revenues portrays the domination of German companies in 

the motor vehicles and parts sector, both in terms of having Volkswagen as the leader and having 
four companies situated in the top 10. Its’ follower, Toyota Motor, is situated really close to the 
German manufacturer, with a difference of $5,729.5 . Both companies prove their domination, due 
to the big gap (of more than $75,000.00) between them and the third company on this rank, another 
German company, Daimler; the further along we analyze the rank and direct our attention towards 
the tenth company in the rank, the more substantial the difference.  

Using the country criteria, it is clear that the rank is dominated by Germany (four companies out 
of the first ten: Volkswagen, Daimler, BMW Group and Bosch Group), followed by Japan (three 
companies in the top ten: Toyota Motor, Honda Motor and Nissan Motor); the remaining places are 
occupied by the United States (two companies: Ford Motor and General Motors) and China (one 
company: SAIC Motor). The cumulated values of the revenues belonging to the four German 
companies situated in the top 10 rank is $683,501.5 and, when compared to the cumulated one 
specific to the three Japanese companies, $520,305.5, one could clearly see how important it is to 
have one more company placed among the top 10 companies.  

If we are to look at companies’ positions relative to the global 500 companies (neglecting the 
sector criteria), the same remarks could be made in connection to the first and second companies in 
the top ten rank within the motor vehicles and parts sector, underlying the idea that Volkswagen 
(9th on the global 500 rank) and Toyota Motor (10th in the top 500 global rank) are in a fierce 
competition.  

The second criteria used in the analysis is represented by the profits of the top ten companies in 
the world belonging to the motor vehicles and parts sector in 2019 (table no. 2). 
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Table no. 2 Top 10 companies in the world by profits from the motor vehicles and parts sector in 2019 
Rank Name Country Profits ($M) 
1 Toyota Motor Japan $16,982.00 
2 Volkswagen Germany $14,322.50 
3 Daimler Germany $8,555.00 
4 BMW Group Germany $8,399.30 
5 General Motors United States $8,014.00 
6 Honda Motor Japan $5,504.60 
7 SAIC Motor China $5,443.80 
8 Renault France $3,896.90 
9 Ford Motor United States $3,677.00 
10 Bosch Group Germany $3,596.00 

Source: (Fortune, 2019) 
 
The rank specific to the top companies in the world by profits highlights a change within the 

leader’s placement, shifting form the German Volkswagen (leader by revenues) to the Japanese 
Toyota Motor company. The gap between the leader and the follower is quite significant: $2,659.5, 
approximately 15.67% more in favor of the leader, of course (a number especially relevant when 
having in mind that one main purpose a company has is registering and, implicitly, increasing its 
profits). Another similarity to the rank by revenues is the fact that the leading two companies are 
far apart from their competitors (for example, the leader, Toyota, has almost twice as much in 
terms of profits than the 3rd placed company - Daimler); the difference is truly impressive when 
comparing Toyota Motor to Bosch Group, the 10th company in this rank: about 4.7 times more in 
favor of, obviously, the leader. 

This rank still shows a numeric German company domination (four companies among the top 
10: Volkswagen, Daimler, BMW Group and Bosch Group) over the Japanese ones (two 
companies: Toyota Motor and Honda Motor, losing one company when compared to the rank 
where the revenues criteria is used); the rank is completed by the United States (with the same two 
companies found in the rank by revenue: General Motors and Ford Motor), China (SAIC Motor) 
and France (Renault).  

If we take into consideration the cumulated revenues of the companies from Germany and 
compare them to the specific ones from Japan, then a significant situation arises: $34,872.8 (four 
German companies) as opposed to $22,486.6  (from the two Japanese companies). 

The final criteria used when analyzing the power of the German and Japanese companies in the 
global top 10 companies from the motor vehicles and parts sector is the number of employees in 
2019 (table no. 3). 
 

Table no. 3 Top 10 companies in the world by number of employees from the motor vehicles and parts 
sector in 2019 

Rank Name Country Employees 
1 Volkswagen Germany 664,496 
2 Jardine Matheson China 370,870 
3 Bosch Group Germany 298,683 
4 Toyota Motor Japan 199,000 
5 Daimler Germany 173,000 
6 Sumitomo Electric Industries Japan 219,722 
7 Continental Germany 147,738 
8 Honda Motor Japan 134,682 
9 Peugeot France 148,513 
10 Ford Motor United States 409,881 

Source: (Fortune, 2019) 
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The situation according to the number of employees criteria depicts Germany as the clear 
leader, both when referring to the leading company, Volkswagen, and in terms of the number of 
companies situated among the top 10 (four companies as opposed to three Japanese ones). Only 
looking at the leader one could easily notice the huge difference from all the other companies 
(cumulating the second and third places shows that they would only exceed Volkswagen by 5,057 
employees). When only comparing the German leader to the cumulated employee values belonging 
to all three Japanese companies from this rank, the Japanese are still short: 111,092 . Still, this 
situation is not necessarily a negative facet of Toyota Motor situation, but, on the contrary, it can 
prove the efficacy incorporated in lean manufacturing and, thus, outlining the majesty of the 
Toyota Production System. 
 
5. Conclusions 
 

The automotive industry is going to continue to have giant competing companies, constantly 
challenging each other in their pursuit for industry supremacy. The paper has shown that there are 
so many factors when trying to take a decision in favor of either sides, Japanese or German 
companies, as being the global automotive sector winner. Only one thing is clear: the pursuit is 
going to be tougher as competition becomes fiercer. 

Further research may be oriented towards comparing multiple production systems. 
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Abstract 
 

Based on the advancement of the globalization process, the dynamics of all economic flows is 
very high, with the service sector registering ever higher rates. The main analytical objective was 
to capture the specific characteristics of services. The hypotheses that were tested during this 
paper were: the process of redefining the fundamentals of competitiveness; the functional 
mechanisms of the services market; Romania still lags far behind the developed countries in terms 
of taking on the challenges arising from tertiarization; competitiveness is the catalyst for 
performance and Romanian decision makers must seek to capitalize on latent competitive 
strengths, take opportunities and create a business climate that is conducive to performance and 
efficiency. The factors stressed most on in this paper are those that contribute to increasing the 
level of competitiveness. The diagnosis of competitiveness at the level of tourism services was made 
using the most relevant indicators used in this sector. 
 
Key words: tertiary sector, competitive advantage, economic performance, tourism, intangible 
assets, specialization.  
J.E.L.  classification: O11, O25, O38 
 
 
1. Introduction  
 

The analyses included in this paper start from the most important competitive advantages that 
Romania has in its capacity as a tourist destination. In this paper, a multi-parameter analysis  was 
performed at the level of the tourism services subsector in Romania, insisting on the factors that 
contribute to increasing the level of competitiveness.  

The main hypotheses that were tested during this paper were: the accentuation of the process of 
"tertiarization" of the modern economy obliges all economic actors to redefine the fundamentals of 
competitiveness at sectoral level and to fundamentally change the behavior; the functional 
mechanisms of the services market are increasingly different from those of other segments of the 
international market, which has its mark on the nature, dynamics and purpose of transactions; 
despite the progress made in recent years, Romania still lags far behind the economies developed in 
terms of taking on the challenges arising from tertiarization; currently, competitiveness is the 
catalyst for performance and decision makers in our country must seek to identify and capitalize on 
latent competitive strengths, take opportunities and create a business climate that is conducive to 
performance and efficiency; services must be studied taking into account all the characteristics of 
intangible assets.  

The diagnosis of competitiveness at the level of tourism services was made using the most 
relevant indicators used in the tourism sector, namely the number of arrivals of Romanian and 
foreign tourists and the number of overnight stays in accommodation units in different tourist areas 
of Romania. The analysis continued with the radiography of the strengths, vulnerabilities, 
opportunities and threats identifiable on the example of tourism in Romania, highlighting 
especially the competitive advantages of our country and the opportunities that lie ahead of 
operators in this sector.  
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The aim of this paper is to highlight the specific role of tourism as an important catalyst for the 
prosperity of the Romanian economy, in the context of tertiarization, this sector being an essential 
component of the Romanian economy and social life. It started from the idea that the tourism sector 
is one of the most important job generators.  

The main analytical objective was to provide sustainable arguments in favor of the idea that, 
despite the health crisis, but also the twin one with it, the economic, tourism has solid potential to 
contribute to the economic development of our country and to increasing the level of 
competitiveness in relation to the other Member States of the European Union. The results of the 
performed analysis, provided me with sufficient arguments to support the conclusion that a well-
developed tourism services sector can contribute to a significant increase in employment and can 
participate in increasing the country's income. In other words, this sector can be considered, argued, 
to be one of the main drivers of the process of sustainable growth in the Romanian economy. The 
main analytical hypothesis was that tourism should be seen as a complex, constantly evolving 
system. 
 
2. Theoretical background  
 

The role of tourism in the gear of the modern economy has been in the attention of many 
analysts.  

As pointed out by a renowned expert in the field  (Mandelson, P. 2006) „ competitiveness of the 
European economy now relies largely on services„. Some Romanian authors (Bobircă, A., 
Miclăuş, P.G. 1988) highlighted a little longer ago that „international competitiveness is secured 
when production is in line with a country's comparative advantage situation. If countries perform 
well internationally and compete successfully for export markets, this could be a sign of their sound 
international competitiveness”. Based on the analysis of some of the most relevant macroeconomic 
correlations and trying to capture some statistically robust causal relationships, one of the authors 
(Cioban, G.L. 2014) stressed that „ services are more and more seen as a factor of progress, of 
stimulating the economic growth, an engine of the social development„. Other analysts (Ioncică, 
M., Drăghici, M., Petrescu, C., Ioncică, D. 2010) researched the correlations that can be identified 
between the competitive advantages of a certain subsector of the economy, the inter- and 
intrasectoral specialization schemes developed and the increase in competitiveness resulting from 
the correct and proactive management of these correlations. It has become increasingly obvious, 
both theoretically and empiricaly, having a very efficient services sector could become a very 
important driver of the economic development, leading towards an increase of the people’s weight 
that works in the services sector. Based on the analysis of some of the most relevant 
macroeconomic correlations and trying to capture some statistically robust causal relationships, one 
of the authors (Pluta-Olearnik, M. 2011),addressed the specific aspects of the process of 
internationalization of services, focusing its analysis on the regulatory and institutional operational 
framework at the level of the European Union, pointing out that „Service sector in EU is not only 
the biggest sector of union economies accounting for nearly 70% of GDP and employment in EU, 
but it is also the main driving force of growth in the economy and creating new jobs.„ 

A very interesting analysis of the effects that the accession of the states of Central and Eastern 
Europe to the European Union would have on their economies was made by a group of analysts 
(Szalavetz, A. 2003),many of the conclusions they reached were validated in the years that 
followed, although some analytical hypotheses were not confirmed as expected. Analyzing the 
competitive advantages of the tertiary sector of the Romanian economy, with special inclination 
towards tourism, I agree with the existing points of view in the literature that claim that their 
development is vital, both in Romania and internationally. I base this belief on the existence of very 
special features of this sector. The research conducted allowed me to think that there are strong 
arguments to consider that tourism resources are practically inexhaustible and moreover the 
tourism sector is one of the economic sectors with real long-term development prospects. The 
intelligent capitalization of the tourist resources, complemented by the efficient promotion on the 
foreign markets of the specific offer can contribute significantly to the improvement of the external 
economic balances of the country, this sector constantly generating an active balance at the level of 
the trade balance. The labor market in the tourism sector is a secure market that can constantly 
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generate new, most valuable and better paid jobs. Tourism is the main vector of the process of 
promoting Romania's image abroad, and can become a dynamic component of the country's total 
exports of goods and services. At the same time, a growing demand for goods and services can 
contribute to increasing production with solid training effects in terms of diversifying the structure 
of national economic sectors. In the context of the idea of adapting to market requirements as well 
as to international standards, the modernization and continuous promotion of Romanian tourism 
becomes vital. 
 
3. Research methodology  
 

The main purpose of this paper is to study the most revealed aspects related to the contribution 
of the tourism sector to the development of the Romanian economy, highlighting the most 
important factors that influence the expected performances at its level, given that in Romania the 
trend of tertiarization of the economy becomes obvious. In this respect, a few analytical and 
methodological hypotheses were tested having in mind the main trends which have emerged at 
European and international level. In this paper a SWOT analysis emphasizing the aspects that can 
ensure the maximum level of synergy between internal and external factors was carried out, 
between the competitive advantages of the Romanian economy and the systemic vulnerabilities that 
remain, between the opportunities that can be exploited and increasingly present and acute threats. 
 
4. Findings  

 
4.1. Some factors influencing the competitive advantages  

Romania's success in terms of tourist services is determined primarily by the extra satisfaction 
that can be offered to tourists through the offer provided and especially by the way it can guarantee 
them a personal experience, at least equal to or superior to those they can obtain by accessing the 
tourist offers of the foreign competitors of the Romanian companies. This desideratum can be 
vulnerable if no efforts are made in other sectors of the Romanian economy and society because a 
value added touristic activity requires a modern infrastructure and a very high level of professional 
qualification of the personnel in this field. Moreover, the success is determined by attracting as 
many tourists as possible and by satisfying their needs, offering products and services of an ever 
higher quality. In the context of advancing the globalization process, it becomes very pressing in 
Romania to proceed to some paradigm shifts in order to increase the level of competitiveness of 
tourism. From this perspective, the following are the main factors that have a significant influence 
on the tourism services sector: 

a) Economic factors. We started from the hypothesis according to which this category of 
determinants has the greatest influence on the analyzed phenomenon. The tourism services sector 
can become the main way to speed up the economic recovery, provided that tourism resources are 
properly capitalized. The rates at which customers can access the tourist offer and its quality are 
elements that contribute to the level of competitiveness increase obtainable in the tourism sector. 
Tariffs in the tourism sector in Romania are perceived as low, which may represent on the one hand 
an advantage as well as a disadvantage in terms of the development of the tourism sector. In other 
words, low tariffs do not seem to be a very advantageous strategy for Romania at the moment. In 
the analysis of competitiveness, we have taken into account the two indicators (the share of GDP 
and employment). Based on the statistical data analyzed, we noticed that the hotel services sector 
(implicitly the tourism sector) did not have a very high rate of labor absorption compared to other 
subsectors much better placed from this point of view.  

b) Factors of an institutional nature. The existing political and institutional framework can be 
a booster or a barrier to choosing a tourist destination. In general, people are very sensitive when it 
comes to the existing safety and security framework in a country. Being a member of the European 
Union for over 12 years, Romania has certain advantages that can be better exploited. Although 
several sources of uncertainty persisted in Romania (especially regarding the stability and 
predictability of the legal or fiscal framework), the fact that there was a firm alignment of the legal 
and institutional landscape with the European one and with the international economic conduct, 
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became a promising element for increasing the volume of transactions with such services. Thus, 
Romanian tourism offers multiple conditions for tourists and does not involve major security risks.  

c) Technological factors. Technical progress has important consequences on the 
industrialization, urbanization and quality of tourist services. An important role in the analysis of 
the competitiveness of the tourism sector in Romania is played by the level of development and the 
quality of the infrastructure and info structure. Air transport infrastructure is very important 
because it facilitates access to most tourist destinations. This factor can be assessed both 
quantitatively - the frequency and duration of flights to certain tourist destinations, the number of 
airports operating for international traffic, the number of air carriers - and qualitatively, the quality 
of airport services or the degree of connectivity between domestic and international races. The very 
short length of motorways is a major impediment with unfavorable implications for time spent on 
the road to the destination. Currently, Romania can become an important tourist destination but in 
order to obtain this result it is necessary to eliminate the dysfunctions that prevent it from obtaining 
a competitive position on the international tourism market. Also, the accommodation infrastructure 
(the number of rooms available in the accommodation units), as well as the disadvantages related to 
the existence of rent-a-car companies contribute to the vulnerability of the tourist infrastructure. 
Given the growing importance of the online environment for a modern tourism industry, in 
itinerary planning and travel and accommodation, the incorporation of the quality of ICT 
infrastructure becomes vital in the structure of the competitiveness index of the tourism sector. In 
this case, information technology and communications technology (telephone lines, internet) 
become important elements of assessing the level of performance 

d) Social factors. At the social level, tourism acts as an active means of educating and 
increasing the level of civilization of citizens, having a particularly important role in the process of 
exercising public freedoms. The demographic dimension is an essential vector for stimulating 
tourism activity as the person or community has the most important role in the development of 
tourism. The average life expectancy is constantly improving, the estimates for the following years 
being around 80 years in 2050. And free time has become a representative pillar due to the fact that 
the highest degree of employment in the tourism services sector is recorded. on weekends, school 
holidays or holidays. Last but not least, analysts recommend reflecting very carefully on the 
evolution of the urbanization phenomenon. All research conducted on this topic revealed the 
existence of a direct and robust correlation between the level of urbanization and the development 
of the tourism sector based on the fact that the agglomeration in urban areas emphasizes the need to 
use tourist services. 

 
4.2. SWOT analysis of the Romanian tourism sector  

Strenghts. From the point of view of the tourist potential, Romania has a very great diversity of 
the tourist offer, a fact widely recognized at international level. From this perspective, the 
Romanian tourist offer can offer a wide range of types of tourism, namely: stay tourism (mountain 
tourism, seaside tourism and spa tourism); tourism for hunting and fishing, tourism for professional 
purposes, cultural tourism. The most important competitive advantage of Romania is represented 
by the geographical location of the country so as to give in the landscape structure the most 
important elements, namely the Carpathian Mountains, the Black Sea and the Danube River. Each 
of the three forms of the natural environment can attract a certain number of potential tourists 
depending on the gravitational vectors they have, the interest among tourists and the number of 
spaces available for accommodation. The strong point of the Romanian tourism is represented 
mainly by the Carpathian chain, this geographical area being considered one with the most diverse 
components of the tourist potential. Mountain tourism offers the most interesting experiences and 
allows a wide range of activities, regardless of the season. The altitudinal arrangement and the 
physiognomy of the relief completed by the meteorological conditions represent favorable factors 
for winter sports due to the fact that the ski area is not very exposed to avalanches and the very 
strong blizzard is not part of the climate picture of our country.  

Due to its geographical location in the vicinity of the Black Sea, Romania benefits from a wide 
variation of thermal values, with the mildest temperatures on the coast. Natural factors influence 
the Romanian coast, the marine bio climate being characterized by thermal stability. The cultural 
pillar includes the assessment of cultural heritage, the quantification of the attractiveness of the 
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environment and the estimation of health risks. Romania is characterized primarily by uniqueness 
and originality, features that characterize it and have an advantage over neighboring countries. The 
cultural heritage of our country consists of very old churches and monasteries (wooden churches in 
Maramureș, rock churches), architectural ensembles, historical monuments. Romania's folk 
treasure is of great originality, being supported by ancient traditions and customs preserved with 
great interest today. Another strength of the Romanian tourism sector is represented by human 
resources, Romanians being perceived as welcoming and hospitable. It is important to emphasize 
that Romania has a young workforce, with good language skills, being very helpful in promoting 
tourism services nationally and internationally. 

Weaknesses. The analysis showed me that Romania has big ecological problems meant to be an 
important vulnerability of the development process of the tourism sector. Pollution has reached 
worrying levels and the concerns of central and local authorities in this direction are quite modest. 
Low investments for the creation of a high-performance waste collection and sorting system have 
led to environmental degradation and especially to an unfavorable image in the eyes of tourists. 
Most spa treatment facilities do not adapt to European health requirements, with a degree of wear 
and tear that has unfortunately persisted for many years. Despite the fact that the Black Sea should 
be an advantage for Romanian tourism, it becomes rather a weak point due to the lack of interest 
given to the beaches full of waste. Things are no different from the point of view of infrastructure. 
Another disadvantage is the limited access to accommodation and tourist areas for people with 
disabilities. The continuing vocational training programs managed by the Romanian hotel sector do 
not fully cover the needs and requirements of consumers.  

Another problem is represented by the fact that the education system has not internalized from a 
curricular point of view the issue of citizens' care for standard ecological environments. The very 
low level of remuneration in this sector has impelled the migration of labor force to other sectors of 
the Romanian economy or to other states. In Romania it cannot be said that concerted and efficient 
efforts have been made to promote the image of our tourism internationally. Marketing activities 
are still in an embryonic stage, market research being also insufficient. The collaboration between 
the public and private sectors on marketing issues is imperceptible. The promotion must be strong 
and concerted to provide evidence that distinguishes us from the countries in the region, it must 
present a unique element of attraction to stimulate as many foreign tourists as possible to visit 
Romania. Romania must find a unique element of attraction around which other national tourist 
offers should be engraved. 

Opportunities. In order to take full advantage of the opportunities offered by Romanian tourism, 
it is very important to take into account the preferences, attitudes and behavior of tourists. Over 
time, the behavior of consumers of tourism services has become increasingly bipolar, because on 
the one hand, they prefer both the most favorable offers (low-cost tourism) and all-inclusive offers, 
one aimed at a segment of consumers with complex behavior. For consumption. The preferences of 
tourists are increasingly directed towards cultural, spa, adventure, agritourist and ecotourism. The 
first step in order to increase the tourism competitiveness index is represented by the need to 
rehabilitate the tourist objectives that outline the cultural-historical heritage and that illustrate 
elements of Romania's overall image. This aspect reveals a great opportunity for development in 
terms of increasing the number of tourists who are motivated by cultural tourism. Some of the 
recent studies signal that rural tourism is developing at an ever-faster pace, which may also 
contribute to the blurring of weaknesses represented by pollution in Romania. And this time, the 
poor development of infrastructure in rural areas is a major problem due to the fact that the 
unfavorable image of roads is much more obvious than the natural environment and tourist 
potential in those areas. of the potential held in order to become one of the most important branches 
of the economy. 

Threats. The threats that appear at the level of Romanian tourism are mainly represented by the 
image that is preserved, in some places, unfavorable of Romania at international level. Fierce 
competition at the destination level is also a major impediment, caused by the fact that other tourist 
destinations offer prices similar to those in Romania but for superior conditions. The stagnation of 
the infrastructure development process is still a major risk that translates into substantial losses in 
terms of income. The urbanization process that has spread to rural areas has led to the loss of local 
specificity and the degradation of rural cultural heritage. Romania urgently needs measures to be 
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able to prevent the labor migration that is intensifying more and more often. Last but not least, it is 
necessary to awaken the awareness of Romanians about the need to implement a quality 
management system in the tourism sector in our country. 
 
5. Conclusions  
 

The services sector, in general, and the tourism services sector, in particular, are one of the most 
dynamic sectors, being seen as the engine of economic development. 

The expected level of competitiveness for the Romanian economy depends fundamentally on 
the increase of economic profitability, of the responsibility of the economic actors towards the 
social dimension and of the ecological resilience. All this is closely linked to improving the quality 
of life. 

In recent years, the tertiary sector has become the largest generator of jobs both internationally 
and in Romania. From the point of view of tourism services, Romania has a great potential for 
development, especially due to the impressive cultural heritage it has. 

It is expected that the services sector will develop steadily, and tourism will become the most 
important source of income. In order to increase the level of competitiveness, it is necessary the 
massive investment at the level of the labor force from the point of view of the training in the field 
and especially at the increase of the quality of the services offered by the tourist market. 
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Abstract 
                                                            

The study, briefly, presents aspects of the penetration of foreign capital in the Romanian 
economy, after 1990, and the impact on its development. 

The case study analyses the trends recorded in the evolution of the flow of Foreign Direct 
Investments, in the Romanian economy, for a period of 11 years and, simultaneously, following this 
phenomenon, in other countries of Central and Eastern Europe. 

The purpose of the paper was to capture the presence and evolution of Foreign Direct 
Investments in Romania, as well as the position of our country in relation to the trends of this 
phenomenon, registered in other countries. 

The conclusions analyse the data movement of indicators, during the analysed period, the 
position and degree of attractiveness of Romania, as the case may be. 

The method used was the documentation from the specialized literature, synthesis and 
processing of the relevant ideas and the statistical data analysis, in dynamics.   
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1. Introduction 

 
The perception of the need for investment had an evolutionary process, from investments, 

whose purpose was the access to natural resources and the penetration on new markets, towards 
foreign direct investments, aiming at the production efficiency. (Trufin, 2016, p. 51). 

The period that followed the Second World War was marked by an increase in international 
capital transfers and an expansion of the interest given to foreign direct investments, these being 
considered as a means of internationalizing business, motivated by the commercial relations 
between states (Trufin, 2016, p. 32). 

As the production became internationalized, Foreign Direct Investments were oriented towards 
increasing competitiveness, at the end of the last century, the developed countries moving towards 
a new form, that of Foreign Direct Investments oriented towards the knowledge economy; it is the 
period marked by the expansion of Foreign Direct Investments, through multinational companies 
(Trufin, 2016, p. 51, 52). 
 
2. Some aspects regarding Foreign Direct Investments in Romania  

 
The Foreign Direct Investments are in the form of external capital resources, which are added to 

the internal capital, being an important support in carrying out the actions of development and 
modernization of the national economies; their approach and definitions are multiple and varied, 
depending on the objectives pursued and the role they have in the economic development (Bonciu, 
2009 quoted in Trufin, 2016, pag. 28). 

In Romania, art. 2, lit. a) of Law 241/1998 for the approval of GEO no. 92/1997, regarding the 
stimulation of Foreign Direct Investments (Legea nr. 241 din 14 decembrie 1998 pentru aprobarea 
Ordonanței de urgență a Guvernului nr. 92/1997 privind stimularea investițiilor directe, articolul 2, 
litera a), Monitorul Oficial nr. 483/16 decembrie 1998), shows that Foreign Direct Investments can 
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be emphasized in “participating in the establishment or expansion of an enterprise in any of the 
legal forms provided by law, the acquisition of shares or social parts of a commercial company, 
with the exception of portfolio investments, or the establishment and extension of a branch, in 
Romania, by a foreign trading company”. 

In order for an investment to be considered a Foreign Direct Investment, the foreign investor 
must have a share in the companies in which he has invested, between 10% and 25%; as a rule, the 
share held by investors exceeds 50%, which allows the control over the assets of the objective in 
which the investment was made (Moise, 2005, p. 21; Negrițoiu, 1996, p. 53, 54; FMI Balance of 
Payments Manual, ed. a 5-a, 1993 quoted in Prelipceanu, 2006, p.17). 

In Romania, the presence of foreign direct investments, as an element of influence of the 
economic development, developed, both during the interwar period as well as after the Second 
World War, the conditions of manifestation and their role, being different, depending on the 
historical, political and economic context. 

After 1990, the restructuring of the economy meant the integration of the risk generated by 
internal factors, as well as the risk generated by the implications of the world economy on the 
Romanian economy (Popescu and Ciucur, 1995). 

The penetration of the private capital through investments in various fields has materialized in 
partnership forms, by developing some capacities or achieving new investments, concessions to 
private, foreign, but also domestic investors. The transfer of public capital to the private one, as a 
rule, led to the private investor's holding of the majority stake, this taking over the control of the 
company's activity (Popescu and Ciucur, 1995; Prelipceanu, 2006). 

The interest of foreign investors for the Romanian economy is due to some advantages that it 
offers (Moise, 2005, p. 71): 
- an attractive domestic market for investors, with opportunities of capitalization on certain 

segments of the economy (industry, trade); 
- potential for access to export markets, Romania having relations with European markets; 
- labour force resources having the capacity to increase the level of qualification and 

competitiveness. 
The assessment of the impact of Foreign Direct Investments implemented through the public-

private partnership, on the economy, take into consideration: 
- the quantitative contribution - through the financial infusion of supplementing the internal 

investment resources having favorable consequences on the development of the economy and 
employment (Negrițoiu, 1996, p. 177); 

- the qualitative contribution through the contribution made to overcome and regulate some 
distortions of the economy, as an effect of technology transfer, management and marketing 
expertise, increasing the level of training of the workforce; 

- the increase of the volume of investments domestically in the form of direct and portfolio 
investments (Negrițoiu, 1996, p. 17; Moise, 2005, p. 69). 
The penetration of foreign capital in the Romanian economy by the practice of the public-

private partnership meant transfer of new, higher technologies, high performance equipments, 
transfer of experience and managerial training, contribution to the development of commercial 
services, the creation of new jobs and the increase of their qualification (Trufin, 2016, Şerbu, 2007, 
te Velde,  2006,  Horobeţ & Popovici, 2017). 

  
3. Case Study. The evolution of some indicators regarding Foreign Direct Investments in 
Romania compared to some European countries 

 
In the following, we analyse, briefly, the trends recorded in the evolution of foreign direct 

investments, present in the Romanian economy, for a period of 11 years (2008-2018). The analysis 
considers the observation of the data movement in some general indicators and tries to capture the 
moment of the outbreak of the economic crisis and the extent to which it has affected or not its 
evolution. 
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For the relevance of the conclusions on the situation of Romania, the analysis also followed, at 
the same time, the trends recorded in other countries of Central and Eastern Europe, to detect the 
differences that appear in the evolution of the flows of foreign direct investments, between these 
countries. 

The data provided by the United Nations Conference on Trade and Development (UNCTAD), 
Eurostat, the National Institute of Statistics (NIS) (Institutul Național de Statistică), World Bank, 
World Data Atlas were used. 

Note: Euro data was calculated based on the US Dollar - Euro exchange rate, presented on the 
website:   Bank of England U.S. Dollar to Euro Spot Exchange Rates for 1975 to 2019, 
https://www.poundsterlinglive.com/bank-of-england-spot/historical-spot-exchange-rates/usd/USD-
to-EUR 

 
3.1. Evolution of the flows of Foreign Direct Investments 

Following the trend of the flows of Foreign Direct Investments entered during the years                   
2008 -2018, we note (Figure no. 1): 
 in each of the five economies, the year 2009 marks a decrease of the inflows of flows compared 

to the year 2008, in the context of the effects of the global financial crisis, also felt in this area; 
 the oscillation of the volume of the financial flows by decreases or increases of them from year 

to year is noticed; 
 in the year 2008, Romania registered the highest level of FDI flows compared to the other 

countries (9.71 billion euros), followed by Poland (8.84 billion euros); 
 during 2009-2015, the level of flows in Romania was modest (the lowest, in 2011 - 1.9 billion 

euros) and, although, from 2015, their tendency was increasing, until the end of the period, the 
recorded fall was not recovered; in the year 2018, the inflow of Foreign Direct Investment 
inflows into Romania was 5.3 billion euros; 

 among the five economies, Poland reached the highest performance, through the annual values 
recorded in the FDI inflows. In the 11 years analysed it was surpassed: by Romania, in 2008, 
Hungary, in 2012 and the Czech Republic, in 2017, but it proved to be the most attractive 
country in the area (9, 84 billion euros, average of the 11 years); 

 in the case of Romania, the average level of FDI inflow attracted over 11 years is 3.9 billion 
euros, followed by Bulgaria - 2.07 billion euros. and on the last place is Hungary, 1.98 billion 
euros. 
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Figure no. 1 Evolution of the flows of foreign direct investments in the period 2008 -2018 (billion euros) 

 
Source: Graphical representation based on UNCTAD, World Investment Report: Annex Tables, 
FDI/MNE database www.unctad.org/fdistatistics, Annex Table 1 FDI Inflows by Region and Economy 
1990-2017, https://unctad.org/en/Pages/DIAE/ World% 20Investment% 20Report /Annex-Tables.aspx  

 
3.2. Evolution of Foreign Direct Investment stocks 

The analysis of the stock situation in the five ECE countries shows that during the whole period 
2008-2018, there has been a constant increase in the volume of FDI stocks, with the existence of 
some significant differences from one country to another. 

From this perspective, Poland was at the highest level of FDI stocks, in every year, and Bulgaria 
was in the last position. In relation to the average level of stocks, analysed over 11 years, the 
positioning of the five economies is as follows: Poland - 158.8 billion euros, Czech Republic - 105 
billion euros, Hungary - 74.4 billion euros; Romania - 61.5 billion euros; Bulgaria - 37.7 billion 
euros. 

In Romania, the level of Foreign Direct Investment stocks increased, annually, starting from 
46.6 billion euros in 2008 and reaching 84.6 billion euros in 2018. In order of size, in 2018, among 
the five countries, it was on third place, after Poland and the Czech Republic. The lower 
attractiveness of Romania, for Foreign Direct Investment, as compared to other countries, was 
caused by delays in committing large privatizations and the slow pace of their deployment, 
Romania having a modest stock of Foreign Direct Investment in 2008, as mentioned above. 

 Graphically, the evolution of Foreign Direct Investment stocks in the five countries, during the 
commented period, is shown in the Figure no. 2. 
 

 

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
Bulgaria 7,10 2,37 1,16 1,64 1,29 1,34 0,38 2,45 1,05 2,16 1,85
Czech Republic 4,64 2,05 4,60 1,85 6,07 2,66 4,50 0,43 9,32 7,90 8,53
Hungary 4,55 1,39 1,64 5,04 10,95 2,48 6,40 -13,61 -5,47 2,71 5,75
Poland 8,84 7,03 9,59 12,74 9,44 1,99 11,70 14,05 14,91 7,62 10,33
Romania 9,71 3,26 2,25 1,89 2,43 2,63 2,63 3,53 4,75 4,49 5,30

-20,00

-15,00

-10,00

-5,00

0,00

5,00

10,00

15,00

20,00
bi

lli
on

 eu
ro

s 

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

93



Figure no. 2  Evolution of Foreign Direct Investment stocks in the period 2008-2018 (billion euros) 

 
Source: Graphical representation based on UNCTAD, World Investment Report: Annex Tables, 
FDI/MNE database  
www.unctad.org/fdistatistics; https://unctad.org/en/Pages/DIAE/World%20Investment%20Report/Annex-
Tables.aspx Annex, Table 3 FDI Inward Stock by Region and Economy, 1990 – 2018 

 
3.3. Share of FDI stocks in GDP 

Reported to Gross Domestic Product (GDP), the volume of Foreign Direct Investment stocks in 
Romania had a slow annual growth, until the year 2012 - 43.6%. After the year 2014, of which the 
share was of only 39.8%, compared to 42%, in 2013, the increases, in the other years, were 
insignificant; in 2018 the share was 41.7%. The relatively constant levels recorded in the years 
2015-2018 were due to the variation of volume increases in both GDP and FDI stocks. In 2018, 
Romania had the lowest level of this indicator, compared to the other countries analysed, 
respectively, 41.7%. The highest level was held by Bulgaria - 79.1%, followed by the Czech 
Republic - 67.2%, Hungary - 59.7% and Poland - 42%. The representation of the level of Foreign 
Direct Investment share in GDP by countries is shown in the Figure no. 3. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
Bulgaria 31,72 34,46 33,73 36,54 36,95 36,72 37,28 40,04 40,84 42,37 44,35
Czech Republic 81,48 88,08 96,38 96,46 103,73 97,88 99,64 107,30 115,76 129,48 139,52
Hungary 63,40 69,21 68,13 68,26 79,05 79,26 81,65 78,07 76,66 75,23 79,86
Poland 106,86 117,18 140,70 131,54 151,20 169,37 173,42 171,11 179,30 197,94 208,66
Romania 46,63 49,24 51,52 55,61 58,01 60,36 59,93 64,54 70,21 75,50 84,62
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Figure no. 3 The level of stocks reported to GDP in the period 2008-2018 (%) 
 

 
Source: Graphical representation based on Eurostat, https://ec.europa.eu/eurostat;  
INS, ASR 2013, http://www.insse.ro/cms/ro/tags/anuarul-statistic-al-romaniei;  
World Data Atlas, https://knoema.com/atlas/country profiles;  
The World Bank, https://data.worldbank.org/indicator/NY.GDP.MKTP.CD?locations=EU  
Data for EU 2008, World Bank national accounts data and OECD National Accounts data files; 

 
3.4. Evolution of greenfield projects 

Greenfield projects, one of the categories of activities included in FDI and, at the same time, a 
form of contract in public-private partnership, represent medium and long term investments, 
advantageous for the host countries and a proof of the interest and confidence of the foreign 
investor (World Bank, Baza de date PPI a Băncii Mondiale, Private Participation in Infrastructure 
PPI, http://ppi.worldbank.org/ressources/ppi_methodology.aspx;  https://ppi.worldbank.org/en/ppi; 
quoted in Mina-Raiu  2015,  p. 47; Horobeț & Popovici 2017; Spînu 2017; Șerbu, 2007). 

The data analysed show that for both Romania`s case and of the other four countries, the value 
of these projects decreased in 2009 compared to 2008, with more than 50% (except for the Czech 
Republic), as an effect of the global economic crisis. It is mentioned that until 2018, in the case of 
these countries, the volume of investments achieved in this category remained below the level of 
that in the year 2008. 

Among the countries observed, the countries that are remarkable to be the most interesting for 
investors, in this form of investment, are Romania and Poland, located at remarkable distances 
through the values employed, compared to the other three countries, as seen in the Figure no. 4. 

 
 
 
 

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
Bulgaria 81 92,1 88,7 88,6 87,9 87,7 86,9 87,7 84 81 79,1
Czech Republic 47,9 59,2 61,5 58,8 64,3 62,1 63,6 63,7 65,6 67,5 67,2
Hungary 55,7 73,3 68,8 67,2 79,3 77,7 77,1 69,6 66,5 59,9 59,7
Poland 27,8 37 38,9 34,6 38,8 42,9 42,2 39,8 42 42,4 42
Romania 30,2 39,3 41,1 42,2 43,6 42 39,8 40,3 41,2 40,2 41,7
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Figure no. 4  Evolution of greenfield projects in 2008 - 2018 (billion euros) 

 
Source: Graphical representation based on UNCTAD, World Investment Report: Annex Tables, Annex 
Table 14, www.unctad.org, based on information from the Financial Times Ltd, fDi Markets 
(www.fDimarkets.com).  
 

4. Conclusions 
 
From the analysis presented above, regarding the presence and evolution of foreign direct 

investments in Romania, during the last 11 years, we notice the following: 
• In Romania, as in the case of the other countries analysed, the attraction of foreign direct 

investments was affected by the global financial crisis, the inflow of FDI inflows marking a 
significant value decrease, in the year 2009, compared to the level of 2008. 

• Although in the following years, there was the tendency to increase with oscillations from one 
year to another, at the end of the period, respectively, the year 2018, the level of FDI inflows in 
Romania remained below that of 2008, but increasing compared to 2009. 

• In the case of FDI stocks in Romania, as in the other four ECE countries, there has been a 
constant increase oh them, throughout 2008-2009. 

• Compared to the other ECE countries, Romania has a lower level of attractiveness for 
investors, ranking third or fourth, as the case may be, the highest level of performance having 
Poland; the exception appears in the case of greenfield projects in which Romania is in the second 
place, after Poland, the two countries, remarking with a high degree of attractiveness, in this 
category. 

                                                 
                                                              *  
 
The approach of foreign direct investments relates to economic growth and development, to 

prosperity. Their contribution to growth, felt since the last century, has generated a new concept of 
the investment development process, whose starting point is the relationship between the degree of 
development of the receiving country (GDP/capita) and the net foreign investments (Trufin, 2016, 
p. xiii, 72; Moise, 2005; Negrițoiu, 1996). 

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
Bulgaria 7,60 2,98 2,44 4,27 2,00 1,06 1,02 1,86 1,03 1,61 2,65
Czech Republic 3,54 2,74 4,63 3,73 2,53 2,83 1,80 3,10 3,05 2,82 2,72
Hungary 6,63 2,74 5,83 2,81 1,76 1,79 1,79 2,42 4,38 2,76 4,47
Poland 20,49 9,42 8,05 8,63 8,35 6,28 6,02 5,93 10,03 13,98 16,65
Romania 20,96 9,99 5,63 9,51 6,89 6,55 4,55 4,06 3,78 4,81 5,77
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It can be appreciated that the development of public-private partnerships with the contribution 
of Foreign Direct Investment, in the Romanian economy, has proved beneficial, existing favourable 
prospects of growth for medium and long-term. This implies further concerns, at the level of the 
government, as well as of the Romanian business environment, in order to ensure a stable and 
attractive economic and political climate, to the external investors (Bernardinetti, 2018; Wang, 
2017; Ruwo and Makarudze, 2015; Singurel and Coman, 2017). 
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Abstract 
 

Since the end of the Second World War, retail has undergone a profound and long-term 
transformation all over the world. The second half of the twentieth century witnessed a structural 
shift from small and independent single-establishment retailers towards big discount chains 
operating larger that distribute a multitude of goods to multiple markets. Foreign retailer 
investments around the world have intensified since the end of the last century as the large 
international retailers transformed themselves into global business organizations. The paper aims 
to present and analyze the evolution of global retailing in recent years. In order to achieve the 
objectives of the paper the authors used a quantitative research method. The results demonstrated 
that the world’s largest retailers by their retail revenues are from North America and Europe, with 
a clear majority of the American corporations. Wal-Mart has been by far the largest global retailer 
in the period 2016-2019. 
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1. Introduction 
 

Since the end of Second World War, retail has undergone a profound and long-term 
transformation all over the world. Especially in the United States of America (USA), the retail 
sector was in the front line of the economic change. The second half of the twentieth century 
witnessed a structural shift from small and independent single-establishment retailers or mom-and-
pop stores towards big discount chains operating larger stores (e.g., Wal-Mart, Home Depot) that 
distribute a multitude of goods to multiple markets. Several factors, such as technological 
improvements, demographic growth, rapid urbanization, organizational changes, market 
developments, changes in consumer preferences, and the combinations of economies of scale, 
scope and density, led to the emergence and expansion of mass-market retailers (Jarmin et al, 2009; 
Carden, 2012).  

In the beginning, the development of big retailers took place at national level but in the last 
decades of the twentieth century more and more mass-market retailers spread internationally. 
Moreover, the 1990s saw an increase of their international activity and organizational complexity 
as globalization began its rapid diffusion (Akehurst et al, 1996). Therefore, foreign retailer 
investments around the world have intensified since the end of the last century as the large 
international retailers transformed themselves into global business organizations (Dawson et al, 
2014). As a result, a new paradigm emerged in global retailing: low prices, low costs and high 
levels of service (Rosenbloom et al, 1994).   

The global retail industry is changing rapidly as the competition is getting tougher. Also, several 
retail trends, such as the rise of conscious customer, the expansion of artificial intelligence, 
geopolitical instability, hyper-personalization, and the increase of experiential retail, may 
significantly impact the industry (KPMG, 2018; KPMG, 2019; Warschun et al, 2019).    
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The paper aims to present and analyze the evolution of global retailing in recent years. The 
structure of the paper is as follows. The literature review is displayed in the next section. The third 
section of the paper deals with the research methodology. It is followed by the findings of the 
paper. The paper ends with conclusions.        
 
2. Literature review 
 

Commerce has always dealt with the buying and selling of various goods. In other words, the 
exchange of commodities represents a key function of commerce. Commerce encompasses home 
trade (wholesale and retail), foreign trade (import and export), and auxiliaries to trade such as 
insurance or logistics. As the “final link in the chain of distribution between the producer and the 
consumer” (Carrad et al, 1969, p. 33), retail trade is concerned with “the selling of goods in small 
quantities to the public” (Carrad et al, 1969, p. 19). 

For a long period of time retailing was a domestic economic activity. Its dominant structure was 
“one in which the local economy provided products, and local entrepreneurs created services for 
consumers who bought locally” (Dawson et al, 2014, p. 5). The internationalization of retail began 
relatively late due a plethora of obstacles, as follows (Salmon et al, 2002): 

• size of the retail companies, often small; 
• focus on national extension;  
• lack of enough financial and human resources for international expansion; 
• insufficient knowledge of the foreign markets etc. 

The appearance and development of global retailing have generated new issues to be addressed 
by researchers and practitioners all over the world in the past decades. Thus, the accelerating nature 
of globalization in the retail industry has attracted growing attention from various stakeholders 
(e.g., retail executives).   

Global retailing is defined as “the retailing activities of the entire globe” (Webb, 2002, p. 1), 
“any retailing activity that spans national boundaries” (Monash University, 2020, p. 1) or as “the 
concept of selling products (i.e., goods and services) across the geographical boundaries of a 
country to the consumers available in the different parts of the world to attain global presence and 
recognition and to capture the opportunities prevailing in the potential overseas markets” (Prachi, 
2019, p. 1). A number of specific factors has helped global retailing to develop as follows (Webb, 
2002): 

• push factors: planning restrictions in many developed markets, home market 
dominance, the need to be first in new markets etc.;  

• pull factors: the importance of scale, the size of the prize/the attraction of the global 
market etc.  

Increasingly, major retailers have become key players in the global business world by reducing 
their dependence on their domestic markets and expanding into more attractive foreign markets 
(Deloitte, 2012). In this respect, global retailers who “have decided to use a global strategy operate 
beyond national borders, as if their targeted market was homogenous, thereby ignoring all national 
or regional differences” and they “address those groups of consumers who, independent of the 
country in which they live, have similar lifestyles and expectations” (Salmon et al, 2002, pp. 85-
86). Thus, global retailers design and implement a global strategy in order to carry out operations 
that cover much of the global retail market. In order to measure how international or global a 
retailer is, there are different points of view as follows: 

• The Global Retail Index uses both hard factors (e.g., size of turnover, percentage of 
foreign sales, presence in key regions) and soft factors (e.g., clarity of global strategy, 
level of global learning and sharing) (Webb, 2002). 

• The International Retail Index takes into account the international physical presence 
(group level), online capabilities (market level) (Loqate, 2018).   

Nowadays, global retailing plays an important role in the global economy. The retail sales are 
expected to reach 26.07 trillion $ (O’Connell, 2020). 
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3. Research methodology 
 

In order to achieve the objectives of the paper the authors used a quantitative research method 
based on the analysis of secondary data. In the first phase, they identified and collected the data by 
carrying on a literature review. In the second phase, the authors revised various articles, reports and 
books found in Romanian libraries and electronic databases. In the third phase, they classified, 
analyzed, and synthesized the data. In the fourth phase, they composed the paper.    
 
4. Findings 
 

In the period 2016-2018, the American colossus Wal-Mart dominated the top of the world’s 
largest retailers by their retail revenues (Table no. 1, 2 and 3). The headquarters of the first 10 
largest retailers are located in: 

• USA- seven corporations in 2016, 2017 and 2018; 
• Germany- two corporations in 2016, 2017 and 2018; 
• United Kingdom (UK)- one corporation in 2017 and 2018; 
• France- one corporation in 2016. 

  
Table no. 1. The top 10 global retailers 2016 

Ranking Retailer Home country Retail revenues (billions) 
  1 Wal-Mart USA 485.873 
  2 Costco USA 118.719 
  3 Kroger USA 115.337 
  4 Schwarz Group Germany   99.526 
  5 Walgreens Boots Alliance USA   97.058 
  6 Amazon USA   94.665 
  7 Home Depot USA   94.595 
  8 Aldi Germany   84.923 
  9 Carrefour France   84.131 
10 CVS Health Corporation USA   81.100 

Source: (Deloitte, 2018) 
 
Table no. 2. The top 10 global retailers 2017 

Ranking Retailer Home country Retail revenues (billions) 
  1 Wal-Mart USA 500.343 
  2 Costco USA 129.025 
  3 Kroger USA 118.982 
  4 Amazon USA 118.573 
  5 Schwarz Group Germany 111.766 
  6 Home Depot USA 100.904 
  7 Walgreens Boots Alliance USA   99.115 
  8 Aldi Germany   98.827 
  9 CVS Health Corporation USA   79.398 
10 Tesco UK   73.961 

Source: (Deloitte, 2019) 
 
Table no. 3. The top 10 global retailers 2018 

Ranking Retailer Home country Retail revenues (billions) 
  1 Wal-Mart USA 514.405 
  2 Costco USA 141.576 
  3 Amazon USA 140.211 
  4 Schwarz Group Germany 121.581 
  5 Kroger USA 117.527 
  6 Walgreens Boots Alliance USA 110.673 
  7 Home Depot USA 108.203 
  8 Aldi Germany 106.175 
  9 CVS Health Corporation USA   83.989 
10 Tesco UK   82.799 

Source: (Deloitte, 2020) 
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The sales forecast for 2019 indicate almost the same top as in the previous period (Table no. 4). 
Interesting enough is the fact that a Chinese corporation might enter the top. 

 
Table no. 4. Sales forecast of the leading retailers worldwide for 2019 

Ranking Retailer Home country Total company revenues (billions) 
  1 Wal-Mart USA 517.71 
  2 Amazon USA 213.84 
  3 Costco USA 144.35 
  4 Schwarz Group Germany 130.37 
  5 Kroger USA 124.32 
  6 Walgreens Boots Alliance USA 114.01 
  7 Aldi Germany 109.52 
  8 Home Depot USA 108.93 
  9 Carrefour France 101.08 
10 JD.com China   94.38 

Source: (O’Connell, 2019) 
 
The total retail revenues of the first 10 global retailers increased in the period 2016-2018. 

Starting from the above results the following issues can be emphasized: 
• The global retailing was and is still dominated by huge multi- and trans-national 

corporations. 
• North America and Europe are the locations of the first 10 global retailers. 
• The American retailers were predominant in a high percentage (70%) and occupied 

leading positions within the top of the first 10 global retailers. 
• Wal-Mart was not only the largest global retailer (Kantar, 2019; Gaul, 2020) but also 

the largest corporation of the world by its total revenues in the period 2016-2018 
(Grădinaru et al, 2018; Toma, 2019). 

• The top remained pretty the same in the period 2016-2018. 
• The majority of the global retailers obtained better performances from one year to 

another in the period 2016-2018.   
 

5. Conclusions 
 

Global retailing has been a topic of interest for researchers and practitioners around the world in 
the last decades. As a result of the rapid expansion of globalization many retailers are doing 
business at a global level.   

The paper illustrates that retailing has become a global phenomenon since the 1990s. It also 
shows that the world’s top retailers are from USA and Europe, with a clear majority of the former. 
They are key players not only in global retailing but also in the global business. Wal-Mart has been 
by far the largest global retailer in the period 2016-2019. The American colossus obtained retail 
revenues of more than half a trillion $ in recent years, more than double of its strongest competitor.  

Further researches may expand this study by including the analysis of other economic 
indicators, such as profit.          
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Abstract 
 

The infectious diseases can easily cross state borders and threaten the economic stability 
nationally, regionally or globally, as demonstrated by HIV, SARS or the flu epidemics H1N1 and 
H5N1. However, forecasts show that COVID 19 will have a much more destructive impact on the 
economy than any other virus of the modern period. We analyzed the main consequences of the 
pandemic in the European Union countries of Central and South-Eastern Europe. A severe 
recession is expected in all these countries, since most of them have vulnerabilities due to either 
high budget deficits and negative current account balances or dependency on certain economic 
sectors. 
 
Key words: coronavirus, pandemic, economic impact, depressions, macroeconomics 
J.E.L. classification: E61, F43, O11 
 
 
1. Introduction 

 
The epidemic caused by the new type of coronavirus that appeared in January in the Chinese 

province Wuhan and spread in a short period of 3 months around the world seems to affect 
profoundly the global economic system. Coronavirus is certainly, first and foremost, a global health 
issue that directly concerns the human safety. However, the coronavirus epidemic has begun to 
have effects beyond human safety and global public health. The first and most important effect is 
undoubtedly felt in the global economy. It seems that the uncertainties about the problems such as 
how long this disease will spread, when it can be brought under control, the damage that will be 
caused from a human health perspective and whether the virus will reappear are already shaking 
the global economy. 

More and more voices are saying that the coronavirus pandemic, which has virtually paralyzed 
the world economy, will plunge the world into a worse recession than the financial crisis of 2007-
2011. Currently, the world economy has virtually stopped. When and how it will be restarted is a 
very difficult question for the specialists to answer, since it is difficult to assess when the health 
crisis will end. 

Mankind has never faced this kind of economic crisis in the modern period. We have an 
economic crisis which is the consequence of the isolation measures needed to protect the health of 
the population. This makes the economic activity very difficult to forecast. 
 
2. Literature review 

 
Since the virus COVID 19 appeared recently (by the end of 2019), there were no studies before 

2020 to analyze the effects of the pandemic caused by this virus. However, there are studies that 
analyzed the impact of infections on the economy. The experience gained in analyzing the effects 
of other viruses (HIV/ IDS, SARS, pandemic influenza) is very useful in assessing the implications 
that COVID 19 may have on the economy. 

The virus HIV/AIDS can affect households, businesses and governments in terms of income, 
increased business costs, increased public spending on caring for and supporting sick people and 
their families. There are a number of studies on the macroeconomic impact of HIV/AIDS 
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(Cuddington, 1993; Cuddington et al., 1994; Cuddington and Hancock, 1994; Haacker, 2002; Over, 
2002; Freire, 2004; World Bank, 2006). 

The flu virus is much more contagious than HIV and the possibility of an epidemic is much 
higher. The Spanish flu from 1918-1919 is still present in some specialized research (Barry, 2004; 
Garrett, 2007; Correia, Luck, Verner, 2020). SARS, another coronavirus that had not been 
previously detected in humans, became aggressive in 2003, causing restrictions in many Chinese 
cities (Shannon and Willoughby, 2004; Peiris et al, 2004). SARS led to high overall costs, despite 
the relatively small number of deaths and limited area of spread; some countries where the virus 
did not manifested were economically affected (Lee and McKibbin, 2003; Chou at all, 2004). 

The economic costs generated by the occurrence of various diseases were estimated by various 
studies. Schoenbaum (1987) analyzed the economic impact of influenza. Meltzer at al. (1999) 
estimated the economic impact of the flu pandemic in the United States. Bloom et al (2005) 
developed an economic model to estimate the economic impact of an avian influenza pandemic. 
Other studies evaluated the impact of global or local pandemics (Jonung, Roeger, 2006; Edwalds, 
2007; Verikos at al, 2011). 

There are also recent studies analyzing the impact of the SARS-COV-2 pandemic on the 
economy. To better understand the possible economic effects, McKibbin and Fernando (2020) 
developed scenarios of how the coronavirus pandemic may affect the economy in the future. 
Karabag (2020) analyzes the short- and long-term economic impact of this pandemic. Jorda et al 
(2020) study the possible long-term effects of pandemics, analyzing 15 major pandemics. 

Also, there are some studies and reports of various international organizations (World Bank, 
OECD, European Commission) that try to assess the economic impact generated by this pandemic 
and the measures needed to revive the global economy. 

 
3. Research methodology 

 
The research methodology was based on the analysis and interpretation of data provided by 

some international institutions and governments, using the descriptive statistics. In this paper, we 
used the theoretical research, the analysis and the synthesis. The theoretical research consisted in 
the study of the specialized literature. We used the analysis to interpret the data provided by the 
International Monetary Fund and the European Commission, and the synthesis to present certain 
conclusions and to identify future opportunities for the analyzed countries. 

 
4. Economic perspectives 

 
It is very likely that this year the global economy will go through the worst recession since the 

great economic crisis of 1929-1933. Much worse results are possible than those in current 
forecasts. It all depends on how the epidemic will evolve, the length of the isolation period and the 
economic policies adopted by governments. 

In its latest global perspective report, the International Monetary Fund also advanced three 
alternative developments to this base scenario. 

• The first scenario is based on the hypothesis of an uncontrolled pandemic at the end of June, 
forcing countries to maintain draconian measures (population isolation, closing down non-essential 
businesses, drastically reduced air traffic, working from home) in the second half of 2020. The 
gross domestic product (GDP) would then contract by 6% instead of 3%. 

• The second scenario predicts a second epidemic that will appear in 2021, but milder than this 
year's pandemic. The global economic recovery would then not be 5.8%, but around 0.8%. 

• The third scenario is a mix of the first two: the prolongation of restrictions and the economic 
blockage, followed by a second epidemic that will take place in 2021. Instead of having an 
improvement in 2021, the recession will continue, with a contraction of about 2.2%. 

This paper shows a comparative analysis of the effects generated by the coronavirus crisis in the 
countries of Central and Eastern Europe, member states of the European Union. 

The crisis caused by the virus COVID 19 will have a severe impact on the economic activity. As 
a result of the pandemic, it is predicted (IMF, 2020) that the global economy will contract sharply 
by 3% in 2020, much more severely than during the 2008-2009 financial crisis. In the scenario 
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where the pandemic slows down in the second half of 2020, the global economy is expected to 
grow by 5.8% in 2021, as the economic activity normalizes and governments' economic policies 
begin to take effect. However, there is extreme uncertainty related to the global economic growth, 
with the possibility of a much more unfavorable evolution. 

All EU member states in Central and South-Eastern Europe are affected by the coronavirus 
pandemic, recording a large number of sick people and facing the risk of severe economic 
contraction. However, for most countries in this area, the contraction will be lower than in the euro 
area or throughout the European Union (except from Greece, Slovenia and Croatia, countries with a 
high share of tourism in GDP, the sector most affected by the COVID crisis -19). 

 
Table no. 1. Real GDP, annual percent change, in Central and South- Eastern European Countries 

 2009 2019 Projections 2020 Projections 2021 
IMF* EU** IMF* EU** 

European Union -4.2 1.7 -7.1 -7.4 4.8 6.1 
Euro area -4.5 1.2 -7.5 -7.7 4.7 6.3 
Romania -5.5 4.1 -5.0 -6.0 3.9 4.2 
Poland 2.8 4.1 -4.6 -4.3 4.2 4.1 
Hungary -6.7 4.9 -3.1 -7.0 4.2 6.0 
Czech Republic -4.8 2.6 -6.5 -6.2 7.5 5.0 
Slovakia -5.4 2.3 -6.2 -6.7 5.0 6.6 
Slovenia -7.5 2.4 -8.0 -7.0 5.4 6.7 
Croatia -7.4 2.9 -9.0 -9.1 4.9 7.5 
Bulgaria -3.4 3.4 -4.0 -7.2 6.0 6.0 
Greece -4.3 1.9 -10.0 -9.7 5.1 7.9 

*April 2020, **May 2020. 
Source: World Economic Outlook Database, April 2020; 

      European Economic Forecast, Spring 2020, May 2020. 
 

The forecasts of the IMF and the European Commission show, in general, a stronger contraction 
of the economies of the countries analyzed in 2020 compared to 2009. In 2020, the forecasts 
indicate a significant reduction in real GDP. There is a gap of about a month between the IMF and 
the European Commission's estimates, there are differences between the two forecasts, but most 
countries will face a worsening of economic development. 

The global economic growth is expected to be 5.8% (IMF, 2020) in 2021, well above the 
normal trend, a percentage that reflects the normalization of the economic activity. For Central and 
Eastern European countries, the forecasts show a revival of the economies of the countries 
analyzed, the economic growth being comparable or even higher than that recorded in the 
European Union or the euro area. 

The economic contraction affecting the economies worldwide could lead to a lower inflation. 
The slowdown of inflation could also be attributed to lower oil and energy prices. The uncertainty 
generated by the economic perspective could also contribute to this slowdown. We still cannot 
assess how long the COVID-19 crisis will last and what the consumers' approach will be after the 
pandemic is eradicated. Will it be an optimistic one, which will generate an increase in consumer 
spending and implicitly the economic growth and price increases or a more conservative one, 
consumers limiting their consumption to what is strictly necessary? 

In the medium term, the inflation could be supported by the revival of the economic activity, 
rising wage incomes and profits. 

The forecasts of the IMF and the European Commission indicate a decrease of the inflation rate 
in almost all countries analyzed in 2020 compared to the previous year (except for Poland). For the 
year 2021, giving the economic recovery, a slightly higher level than this year is anticipated. 
Romania, Poland and Hungary are the countries with the highest inflation in the area. The forecast 
made by the IMF in April 2020 is broadly the same as the one made in December. The European 
Commission did not significantly revise its inflation forecast between December 2019 and April 
2020 either. 
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Table no. 2. Consumer Prices, annual averages, in Central and South-Eastern European Countries 
 2009 2019 Projections 2020 Projections 2021 

IMF* EU** IMF* EU** 

European Union 0.8 1.4 0.6 0.6 1.2 1.3 
Euro area 0.3 1.2 0.2 0.2 1.0 1.1 
Romania 5.6 3.8 2.2 2.5 1.5 3.1 
Poland 3.5 2.3 3.2 2.5 2.6 2.8 
Hungary 4.2 3.4 3.3 3.0 3.2 2.7 
Czech Republic 1.0 2.9 2.1 2.3 2.0 1.9 
Slovakia 0.9 2.8 1.1 1.9 1.4 1.1 
Slovenia 0.8 1.6 0.4 0.5 1.4 1.2 
Croatia 2.4 0.8 1.3 0.4 1.2 0.9 
Bulgaria 2.5 2.5 1.0 1.1 1.0 1.1 
Greece 1.3 0.5 -0.5 -0.6 1.0 0.5 

*April 2020, **May 2020. 
Source: World Economic Outlook Database, April 2020. 
              European Economic Forecast, Spring 2020, May 2020. 

 
The inflation forecasts do not take into account the measures that the states could take in the 

monetary and fiscal fields. The measures to support companies, through packages of rescue 
measures, could lead to a higher inflation next year. 

The current account deficit can be a serious problem for the countries of Central and South-
Eastern Europe. The crisis generated by the coronavirus pandemic could negatively influence the 
evolution of this macroeconomic imbalance in this area, amid the possible reduction of 
investments, the deterioration of the trade balance due to the cessation of activities (the most 
affected will be the countries where tourism has an important share in GDP - Greece, Croatia, 
Slovenia) and declining remittances (Romania, Poland). It is expected a worsening in terms of trade 
for the countries in this area compared to the developed countries of the European Union. 

 
Table no. 3. Current Account Balance, percent of GDP, in Central and South-Eastern European 
Countries 

 2009 2019 Projections 2020 Projections 2021 
IMF* EU** IMF* EU** 

European Union 0.5 2.9 2.7 3.4 2.9 3.4 
Euro area -0.3 2.7 2.6 3.6 2.7 3.6 
Romania -4.7 -4.7 -5.5 -3.3 -4.7 -3.4 
Poland -4.1 0.5 0.2 0.6 0.1 0.9 
Hungary -1.0 -0.8 -0.1 1.3 -0.6 1.5 
Czech Republic -2.2 0.0 -2.1 -1.5 -0.9 -1.0 
Slovakia -3.4 -3.2 -3.0 -2.9 -2.4 -2.4 
Slovenia -1.1 6.6 0.8 6.8 3.2 6.8 
Croatia -4.7 2.9 -4.0 -1.7 -1.5 0.5 
Bulgaria -8.3 4.0 1.7 3.3 0.6 5.4 
Greece -10.9 -2.1 -6.5 0.1 -3.4 -1.2 

 

*April 2020, **May 2020. 
Source: World Economic Outlook Database, April 2020. 
              European Economic Forecast, Spring 2020, May 2020. 

  
 
The International Monetary Fund and the European Commission estimate a worrying 

deterioration of the current account deficit for Greece, Croatia and Slovenia this year, with a slight 
recovery in 2021. These countries are most exposed in the context of this pandemic due to the 
importance of tourism in their economies. In other countries, the current account balance may not 
lead to additional vulnerabilities. 
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Since the economic activity is interrupted in many sectors of activity, and the governments 
announce incentives for companies of tens or hundreds of billion euros, it is expected that the 
budget deficits will explode in 2020, especially that the European Union suspended the Stability 
and Growth Pact to allow the Member States to take more measures to limit the economic effects 
of the coronavirus pandemic.  

 
Table no. 4. Government deficit/surplus, percent of GDP, in Central and South-Eastern European 
countries 

 2009 2019 Projections 2020 Projections 2021 
IMF* EU** IMF* EU** 

European Union -6.0 -0.6 -7.2 -3.6 -3.4 -3.6 
Euro area -6.2 -0.7 -7.5 -3.5 -3.6 -3.8 
Romania -6.9 -4.6 -8.9 -9.2 -7.0 -11.4 
Poland -7.3 -0.7 -6.7 -9.5 -3.5 -3.8 
Hungary -4.6 -2.0 -3.0 -5.2 -1.6 -4.0 
Czech Republic -5.4 -0.3 -4.7 -6.7 -1.7 -4.0 
Slovakia -8.1 -1.3 -5.9 -8.5 -2.8 -4.2 
Slovenia -5.8 0.5 -6.6 -7.2 -2.1 -2.1 
Croatia -6.0 0.0 -6.3 -7.1 -2.6 -2.2 
Bulgaria -0.9 -1.0 -2.9 -2.8 -1.4 -1.8 
Greece -15.1 0.4 -9.0 -6.4 -7.9 -2.1 

*April 2020, **May 2020. 
Source: World Economic Outlook Database, April 2020. 
              European Economic Forecast, Spring 2020, May 2020. 

 
The most affected countries seem to be Greece, Slovenia and Croatia, countries that, due to the 

fact that in 2020 the tourist season is compromised, will register a significant increase in the budget 
deficit this year, compared to the previous year. Romania may face a special situation since 
significant increases in pensions and salaries are expected on September 1, 2020. The estimate in 
the table above takes into account these increases, but they will probably be extended or canceled 
by the government, a fact leading to a reasonable budget deficit for our country as well.  

According to estimates of the IMF and the European Commission, Poland will face a significant 
increase in the budget deficit, although the government of this country had proposed a balanced 
budget for 2020. Compared to Poland which announced measures to support the economy of 2.6% 
of GDP and tax cuts or postponements, the forecasts for Hungary and Bulgaria, which were 
reserved in launching rescue packages, show a moderate increase in the budget deficit in 2020, and 
for 2021 a return close to the 2019 level. 

The coronavirus pandemic will lead to job losses for a large number of people. The restrictive 
measures introduced to limit the spread of the pandemic have affected the economic activity and 
the unemployment rate is expected to rise significantly in the coming period, even if the countries 
have taken action to preserve jobs.  
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Table no. 5. Unemployment rate, percent of total labor force, in Central and South-Eastern European 
Countries 

 2009 2019 Projections 2020 Projections 2021 
IMF* EU** IMF* EU** 

European Union - 6.7 - 9.0 - 7.9 
Euro area 9.7 7.6 10.4 9.6 8.9 8.6 
Romania 6.3 3.9 10.1 6.5 6.0 5.4 
Poland 8.2 3.3 9.9 7.5 8.0 5.3 
Hungary 10.0 3.4 5.4 7.0 4.0 6.1 
Czech Republic 6.7 2.0 7.5 5.0 6.0 4.2 
Slovakia 12.1 5.8 8.0 8.8 7.4 7.1 
Slovenia 5.9 4.6 9.0 7.0 6.0 5.1 
Croatia 14.5 7.8 11.5 10.2 8.0 7.4 
Bulgaria 6.9 4.2 8.0 7.0 4.5 5.8 
Greece 9.6 17.3 22.3 19.9 19.0 16.6 

*April 2020, **May 2020. 
Source: World Economic Outlook Database, April 2020. 

                    European Economic Forecast, Spring 2020, May 2020. 
 
The economic agents in all countries face serious challenges, especially those in the hospitality 

and tourism industry, being threatened by a significant drop in income, the danger of insolvency, 
with immediate consequences in terms of jobs. 

The IMF forecasts that the unemployment rate will exceed the 2009 values in most European 
Union countries. Among the countries of Central and South-Eastern Europe, the most affected in 
2020 will be Greece, Romania, Poland and Croatia. In 2021, the forecasts show a slight recovery, 
but at values much higher than those recorded in 2019.  
 
5. Conclusions 

 
It is very difficult to estimate the evolution of the economic activity both globally and 

regionally. The growth perspectives of the economies in the analyzed area are very uncertain. Will 
the virus be eradicated and the economy recover in the third quarter of 2020 or will it appear with 
the same force in the fourth quarter? How will the countries react if the virus has the same 
intensity? Will there be another lockdown period? These are questions that policymakers are 
certainly looking answers for. Also, the recovery of the economy will depend on the measures that 
governments will take. Our opinion is that the countries of Central and South-Eastern Europe are 
much more vulnerable than the Western developed ones, because they will not afford consistent 
rescue packages. In addition, many of them depend on certain sectors (tourism, car construction) 
which are currently stopped and we cannot anticipate their evolution. It is clear that the risk of not 
being able to achieve the optimistic perspectives of the IMF for 2021 is very high. 

A major problem that countries around the world may face in the context of the coronavirus 
pandemic is deflation. In addition to the recession, the crisis also means a reduction in the 
consumption of goods, since many people will lose their jobs or their incomes will decrease. 
Deflation is a possible scenario especially in the countries of Central and South-Eastern Europe that 
have adopted the single European currency (Greece will be the country with the highest 
deflationary risk). In the other countries that have not yet given up the national currency, the risk is 
minimal, since in some of these countries (Romania, Hungary, Poland) there were inflationary 
pressures from previous years, which will probably manifest in 2020 and 2021. The countries in 
this region may take advantage from oil and industrial metals price reduction, since all of these 
countries are net importers of such products. 

Most countries in Central and South-Eastern Europe had a positive current account balance in 
2019, but there are also countries (Romania, Slovakia, Greece) with high deficits at the beginning 
of the coronavirus crisis. Given the economic crisis, the decrease of foreign investments, the 
significant decrease of business in some sectors (transport, tourism), the current account balance 
will decrease or become negative in all countries in the analyzed area and we will witness the 
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worsening of trade terms compared to the Western Europe developed countries. However, the 
experience of the 2009-2011 crisis shows that the countries in this area can benefit from a crisis, 
having the comparative advantage of a cheaper labor force and the production of cheaper goods 
that may lead to export increase. 

An important risk that the countries of Central and South-Eastern Europe will have to manage in 
the next period will be the increase of the budget deficits, in a period when the levels of public 
debts are very high in many countries. The reduction of budget revenues due to the reduction of the 
economic activity, as well as the increase of budget expenditures as a result of additional 
allocations to the health sector and to support the private sector will lead to high budget deficits, 
generating sovereign rating downgrades and a sharp rise in the costs of financing the public debt. 
The European Union should reconsider the fiscal rules, in the sense of simplifying them, mitigating 
the pro-cyclical application and protecting investments. 

The unemployment will be a major problem for the Central and South-Eastern European 
countries, for at least the next two years. One cause will obviously be the loss of jobs, added to 
another problem: the return of a significant number of citizens who worked abroad. The external 
migration is a phenomenon specific to all these countries, and the economic crisis that could affect 
the developed economies of Western Europe, accompanied by the loss of jobs in these countries, 
could generate a high unemployment rate among the citizens of these countries, who would have to 
return to their countries, causing an additional pressure on their origin countries. However, this 
aspect can also have positive consequences, because some of these citizens can be absorbed by 
certain sectors that faced a labor shortage before the crisis (constructions, manufacturing industry). 
Also, given the current situation of uncertainty and fear, there is a danger that companies may delay 
investment, procurement of goods and employment, while the governments, facing high budget 
deficits, may limit public investment, generating a significant employment crisis. 

Beyond the immediate crisis response, policymakers will also have to think about sustained 
measures after the epidemic subsides. What kind of measures will be needed to reboot the 
economy? This is a not only a question for the EU but also for the global economy, as different 
parts of the world might be in different phases of fighting the virus. 

There is a clear role for the EU to play in terms of showing to people the power of cooperation. 
So far, responses in different EU countries appear barely coordinated and there has been very little 
EU communication. It is important that EU institutions provide shortterm support and coordinate 
the response across countries.  
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Abstract 
 

This paper presents the development potential of bioeconomy in Romania, in the context of 
European Union membership. The paper presents the concept of bioeconomy and an overview of 
the documents referring to the bioeconomy sector in the European Union and in Romania. Many 
European Union countries, including Romania, emphasize the importance of bioeconomy in many 
official documents, but they have not developed a complex strategy for this sector. Romania has 
one of the largest agricultural sectors in Europe and a strong chemical industry. These sectors, 
together with the food industry, wood processing, pulp and paper industry can contribute to the 
development of bioeconomy in Romania, creating high value-added and environmentally friendly 
products. 
 
Key words: bioeconomy, sustainable development, renewable resources, smart specialization 
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1. Introduction 
 

Given the context of current climate change, there is a growing pressure on non-renewable 
resources and the need to develop more sustainable production and consumption patterns. Moving 
to a more efficient use of biological resources can help reduce waste, pollution, fossil resources and 
climate change. This change involves a whole set of changes in the primary production as well as 
in the industrial and economic processes. 

It is clear that, without radical changes, the current model of global economic growth and 
development will have a major impact on the natural resources and the ecosystem. The world's 
population is constantly growing, more and more natural resources are almost depleted, food needs 
are growing, and the impact of economic activities on the environment and climate change could be 
devastating in time. It is therefore essential for us to move to a new way of economic growth 
compatible with the environmental protection and the sustainable use of the limited natural 
resources, while guaranteeing a much higher standard of living. Developing and applying 
innovative methods and processes of biotechnology in the sectors of agriculture, health, chemistry 
and energy is one of the solutions for sustainable growth and development. The scientific research 
and the innovation could create new biological resources and new services needed to develop the 
bioeconomy, helping to reduce climate change, waste and create new jobs. 

Bioeconomy means to develop knowledge-based products and to use biological resources to 
provide goods and services in all economic sectors. Bioeconomy exists in every country in the 
world, even if the characteristics of this sector vary significantly worldwide. The bioeconomy 
includes all economic sectors and their associated commercial services involved in the production, 
processing, use or marketing renewable resources - such as plants, animals and micro-organisms - 
and products derived therefrom. The purpose of the bioeconomy is to make possible the transition 
to a different economic functioning, other than the current one based on fossil resources (especially 
on oil and natural gas). Therefore, the bioeconomy is essential in building a viable and sustainable 
economic system. 
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The concept of bioeconomy aims at "biologizing" the economy with the aim of sustainable 
development. In this respect, there are many overlaps with the scientific and sustainability 
strategies of many countries, as well as with the concept of "ecological economy". 

The bioeconomy describes a concept that recognizes the full potential of biotechnological 
research and innovation for the economy and society as a whole. It has been promoted during the 
last decade, especially by countries that have made progress in the field of biotechnology, such as 
the Netherlands, Germany and Finland. In 2012, the European Commission presented the first 
European strategy on bioeconomy (European Commission, 2012). According to it, ”the 
bioeconomy encompasses the production of renewable biological resources and their conversion 
into food, feed, bio-based products and bioenergy. […] Its sectors have a strong innovation 
potential due to their use of a wide range of sciences (life sciences, agronomy, ecology, food 
science and social sciences), enabling and industrial technologies (biotechnology, nanotechnology, 
information and communication technologies (ICT), and engineering), and local and tacit 
knowledge”. 

 
2. Literature review 
 

The concept of the bioeconomy emerged in the 1990s, but has become extremely popular on the 
agenda of global politics and research. The importance of the concept is demonstrated by the its 
bold objectives and the resources allocated for its implementation at international, national, 
regional and local levels. 

Today, bioeconomy is already a system that integrates natural resources, technologies, markets, 
people and policies, actively establishing links between industries that previously had no direct 
connections, in a new symbiotic relationship, in which an industry uses the by-products of another. 

Today, the biological resources play an indispensable role in meeting the global challenges of 
humanity: a rapidly growing population, depletion of fossil resources, environmental protection 
and climate change. In this sense, it is not surprising that biological resources are increasingly used 
in many sectors of the economy. The sum of all these ramifications forms the so-called 
bioeconomy, defined as "all industrial and economic sectors and their associated services which 
produce process or in anyway use biological resources (plants, animals, micro-organisms)” (Efken 
et al., 2016). 

Bioeconomy is a multidimensional concept, therefore difficult to define. Globally, there is a 
very broad terminology and multiple definitions given to the same concept by different actors, 
depending on the area of interest. The definition of bioeconomy depends on the point of view the 
concept is approached: international organizations, public authorities, companies, economists, 
engineers, ecologists. The table below presents the most relevant definitions of the term 
bioeconomy. 

In 2018, the European Commission updated its 2012 strategy in the field of bioeconomy, in 
order to maximize the contribution of this sector to the major priorities of European policies. The 
five objectives of the 2012 Bioeconomy Strategy (ensuring food and nutrition security, sustainable 
management of natural resources, reducing dependence on non-renewable and unsustainable 
resources, mitigating and adapting to climate change, strengthening the European competitiveness 
and creating jobs) remain valid, but in order to support them given some evolving policy priorities, 
this updated strategy proposes three main areas for action: 

- strengthening and expanding the bioeconomic sectors, unlocking investments and markets; 
- rapid implementation of local bioeconomies throughout Europe; 
- understanding the ecological limits of the bioeconomy. 
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Table no. 1. Bioeconomy definitions 
Bioeconomy definition Year Document 

The bio-based economy uses renewable 
(agricultural, forestry and marine) and eco-
efficient processes (including bioprocesses) to 
produce sustainable  bioproducts, jobs and income. 

2001 The Application of Biotechnology to 
Industrial Sustainability – A Primer. 
OECD, 2001 

A sustainable, eco-efficient transformation of the 
waste of renewable bio-resources in food, energy 
and products for other industries 

2006 DG Research (2006) FP7 Theme 2: 
Food, Agriculture, Fisheries and 
Biotechnology. 2007 Work Programme. 

The application of biotechnology to primary 
production, health and industry could result in an 
emerging bioeconomy. 
Bioeconomy is transforming life science 
knowledge into new, sustainable, eco-efficient and 
competitive products. 

2009 International Futures Project The 
Bioeconomy to 2030: Designing a 
Policy Agenda, Maine Findings and 
Policy Conclusions. OECD, 2009 

The production and conversion of sustainable 
biomass, including organic waste, in the broad 
sense, into a variety of food, health, fibres and 
industrial products and energy 

2011 EPSO (2011) The European 
Bioeconomy in 2030: Delivering 
Sustainable Growth by Addressing the 
Grand Societal Challenges. European 
Plant Science Organisation. 

The concept of bioeconomy covers the agricultural 
industry and all manufacturing sectors and their 
respective service areas, which develop, produce, 
process, reprocess or use them in any form 
biological resources such as plants, animals and 
microorganisms. 

2011 Federal Ministry of Education and 
Research (BMBF). National Research 
Strategy BioEconomy 2030 – Our Route 
towards a biobased economy.  

The bioeconomy encompasses the production of 
renewable biological resources and the conversion 
of these resources and waste streams into value 
added products, such as food, feed, bio-based 
products and bioenergy. 

2012 Innovating for Sustainable Growth: A 
Bioeconomy for Europe. European 
Commission, 2012 

The bioeconomy refers to an economy that relies 
on renewable natural resources to produce food, 
energy, products and services. 

2014 The Finnish bioeconomy strategy.  

Sourse: Author's contribution  
 

Many countries have developed strategies and policies in the field of biotechnology or other bio-
based products, but more and more countries are integrating all these sectors of the economy into a 
single strategy, an integrated strategy for bioeconomy development (Staffas, Gustavsson and 
McCormick, 2013). Such an approach may have important effects on the economy, society and the 
environment. A strategy in the field of bioeconomy shows a country's intentions to protect 
biodiversity, reduce climate change and increase the quality and quantity of agro-food products. 
 
3. Research methodology 
 

In drafting this paper, we consulted a rich literature, from which we selected the most interesting 
ideas and practices. We consulted some official documents published by the public authorities of 
Romania, other European countries or international organizations with concerns in the field. We 
conducted a systematic research to identify the most relevant information for Romania, an analysis 
based on comparative assessments, in order to identify the current state of bioeconomy in Romania 
and the possibilities to develop it. 

 
4. Bioeconomy sector in Romania 
 

Bioeconomy represents an important issue of this strategy that must enable the European Union 
to achieve growth: smart, through the development of knowledge and innovation; sustainable, 
based on a greener economy, more efficient in resource management and more competitive; 
favorable to inclusion, aiming at strengthening employment, social and territorial cohesion. 
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In Romania, the importance of bioeconomy is recognized in various structural strategies 
implemented so far at national level. The National Strategy for Research, Development and 
Innovation 2014–2020 establishes the bioeconomy as a national field of smart specialization. 
Bioeconomy is considered one of the "smart" areas of specialization for Romania.. This field 
benefits from the huge potential of the Romanian agriculture, given the increasingly active local 
food industry with growing standards, successful applied research in this field and in the 
pharmaceutical industry, as well as the global trends such as the high food demand. Food safety 
and optimization, the development of horticulture, forestry, livestock breeding and fisheries or the 
capitalization of biomass and biofuels are subdomains with obvious potential. 

Bioeconomy is one of the strategic priorities of the Strategy for Research, Development and 
Innovation in the agro-food field on medium and long term (2014 - 2020; 2020 - 2030). According 
to this document, the strategic objectives of bioeconomy aim at assessing the national bioeconomic 
potential to produce and capitalize non-food bio-resources, converting agricultural residues into 
biofuels, developing the knowledge base and introducing technical progress specific to the field, 
scientific support for policy decisions and implementing a strategy in the field of bioeconomy and 
long-term reduction of greenhouse gas emissions. 

The National Strategy for Competitiveness 2015-2020 identifies 10 economic sectors with 
competitive potential that correlate with the areas of smart specialization stated by the National 
Strategy for Research, Development and Innovation 2014-2020. The document specifies the 
importance to converge the public and private policies and initiatives towards the development of 
these areas, because they may provide the best results. 5 of these 10 sectors identified as having 
competitive potential are part of the bioeconomy (agriculture, forestry, fisheries and aquaculture, 
biopharmaceuticals and biotechnologies) or are related to this sector (tourism and ecotourism, food 
and beverage processing, health and pharmaceuticals, energy and environmental management). 

The Competitiveness Operational Program (COP) 2014-2020 includes bioeconomy among the 
supported areas of smart specialization. The subdomains to be supported are: the sustainable 
development of the agro-food sector, increasing its competitiveness and the quality of life; 
obtaining high-purity and low-cost medicinal substances to increase the accessibility of the 
population to medicines (innovative and generic); developing new methods, means and effective 
biotechnological products for diagnosis and therapy for human and veterinary medicine. 

In Romania, the main sectors of the bioeconomy are represented by agriculture, food industry, 
beverages and tobacco products (especially food), textile industry (bio-textiles), wood industry, 
followed by other industries included in the bioeconomy. It is a situation similar to that recorded in 
Europe. 

Structuring the bioeconomy by sectors and activities is a challenge for science and research, 
since the official statistics report only the traditional sectors, without distinguishing between the 
synthetic and the biological production. Therefore, the indicators of bioeconomy are estimated by 
combining multiple sources. 

The latest statistics on bioeconomy were published by the European Commission in 2016. These 
were the result of an extensive study, in which the share of bio production was estimated by the 
specialists of Nova Institute of Technology by interviewing 15 experts from different European 
countries. Although at the time of the study, the specialists promised a periodicity in the 
appearance of statistical data on bioeconomy, it has not been achieved (Ronzon et al, 2017). 

The number of employees in the bioeconomy sector decreased significantly between 2008 and 
2015, mainly due to the significant decrease of the population employed in agriculture. The low 
incomes from agriculture have reduced the number of people employed in this sector, as part of the 
workforce migrated to other sectors in the country or to other countries in the European Union. The 
phenomenon of population aging also contributed to this phenomenon, as well as the tendency to 
concentrate the agricultural lands. In fact, this reduction of the population employed in agriculture 
is a normal phenomenon and it is expected to continue in the next period. 

Reductions were also registered in other sectors of bioeconomy (food industry, textile industry). 
Only the pioneering sectors of bioeconomy recorded (insignificant) increases: biofuels and 
bioelectricity. 
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Table no. 2. The evolution of the number of employees in the bioeconomy sector,  
for the period 2008 - 2015 

  2008 2009 2010 2011 2012 2013 2014 2015 

TOTAL 3229433 3152176 3143144 2950960 3009571 2950486 2888087 2625538 

Agriculture 2635700 2633300 2650700 2446800 2498100 2445100 2391600 2129600 
Forestry 49100 53300 47900 46100 56600 53900 47300 51600 
Fishing and 
Aquaculture 3544 2958 4377 3123 3439 2655 2872 2894 

Food, beverage 
and tobacco 208537 194755 187837 189400 187037 186059 183099 182514 

Bio-based textiles 182378 145151 136046 144024 141512 139748 142353 136888 
Wood products 
and furniture 124102 97496 91292 95059 95602 95782 93405 94071 

Paper 12954 12954 12123 11826 12455 12489 12738 13126 
Bio-based 
chemicals, 
pharmaceuticals, 
plastics and rubber 
(excl. biofuels) 

12188 11003 11411 12921 13436 13375 13055 13255 

Liquid biofuels 920 1254 1402 1611 1268 1215 1370 1309 
Bio-based 
electricity 10 6 56 96 122 162 294 280 

Source: https://datam.jrc.ec.europa.eu/datam/mashup/BIOECONOMICS/index.html  
 

According to the European Commission, in 2015, the last year with available data by activity 
sectors, 81.1% of the labor force employed in the bioeconomy worked in agriculture, this 
percentage corresponding to a number of 2,129,600 employees. The remaining almost 19% of 
employees worked in the food, beverage and tobacco industry (182,514 people, respectively 7.0%), 
textiles (136,888 people, respectively 5.2%), etc. The last two positions were occupied by two of 
the sectors considered a priority at the European level, namely biofuels and bioelectricity, with 
1,309 and respectively 280 employees.  

Between 2008 and 2015, there were no significant increases in employment in any of the sectors 
of the bioeconomy, only in the forestry, paper and biochemical, biopharmaceutical and bioplastics 
sectors, employment remained relatively constant. Instead, there were significant reductions in the 
following sectors: agriculture (506,100 people, respectively 19.2%), wood and furniture products 
(30,031 people, 24.19%) and food, beverages and tobacco (26,023 people, 12.5%). 

 
Figure no. 1. The share of the number of employees, by sectors of bioeconomy, in 2015 

 
Source: https://datam.jrc.ec.europa.eu/datam/mashup/BIOECONOMICS/index.html 
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The turnover of the Romanian bioeconomy remained relatively constant in the period 2008-
2015, though registering slight fluctuations. The economic crisis of 2009 also had a negative 
impact on the bioeconomy, the sector recording its lowest value (29,211 million Euros, compared 
to 37,197 million Euros in the previous year, the decrease being about 21%). There have been 
declines in other years as well, but those could not be attributed to an economic crisis, but to some 
conjectural factors, such as the falling prices of some products on the world market (agricultural 
products, for example). 

 
Table no. 3. The evolution of turnover in the bioeconomy sector, for the period 2008 - 2015 

  2008 2009 2010 2011 2012 2013 2014 2015 

TOTAL 37197 29211 31787 36625 33329 37303 36832 36972 

Agriculture 16683 12658 13960 16670 13001 16092 15007 13822 
Forestry 760 656 898 1294 1355 1523 1753 1930 

Fishing and 
Aquaculture 15 14 32 18 19 22 22 23 

Food, beverage 
and tobacco 12382 10088 10246 11022 11203 11415 11345 12257 

Bio-based textiles 2416 1822 1981 2274 2175 2245 2500 2447 
Wood products 
and furniture 3449 2667 3052 3455 3656 3974 4071 4213 

Paper 708 579 671 754 762 822 879 967 
Bio-based 
chemicals, 

pharmaceuticals, 
plastics and rubber 

(excl. biofuels) 

722 635 823 982 1028 1086 1079 1147 

Liquid biofuels 62 91 119 147 119 111 154 141 
Bio-based 
electricity 1 0 5 10 11 13 23 25 

Source: https://datam.jrc.ec.europa.eu/datam/mashup/BIOECONOMICS/index.html 
 

Even if the sector recovered since 2011, the annual growth rate of turnover was low. Romania's 
contribution to the total turnover of the EU bioeconomy was low due to the high share of 
agriculture in the total bioeconomy sector (low value-added activity). 

The analysis of the turnover of the Romanian bioeconomy by activity sectors indicates a much 
lower contribution of agriculture (37.4%), compared to the contribution of this sector to the 
employment in the bioeconomy sector (81%). Important contributions also had food, beverages and 
tobacco (33.2%) and wood and furniture products (11.4%). The situation in Romania, where 
agriculture has the largest share, is different from that existing in the European Union, where, in 
terms of turnover, agriculture (17%) is ahead of food, beverages and tobacco (50% ) (Ronzon et al., 
2017). 

Obviously, the new sectors had the lowest contributions to the turnover of the bioeconomy 
sector: biofuels and bioelectricity (less than 0.1% each). 
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Figure no. 2. The share of turnover, by sectors of bioeconomy, in 2015 

 
Source: https://datam.jrc.ec.europa.eu/datam/mashup/BIOECONOMICS/index.html 
 
Agriculture is the main employer of the labor force, Romania being the European state with the 

largest number of people employed in this field, but with a much lower added value than other 
European countries having much smaller agricultural areas. Due to the high share of agriculture in 
GDP, Romania's economic growth depends on the performance of this sector. That is why rapid 
action is needed to make the agricultural producers, the agricultural sector as a whole, more 
competitive on the European and global markets. 

  
5. Conclusions 

 
Bioeconomic concerns in the European Union date back decades. Starting from the strategies, 

projects and programs developed by the European institutions, several initiatives have emerged to 
support the bioeconomy. We can mention the proposals to adopt regional strategies or ways to 
combine the various existing funding programs, in order to support the bioeconomy sector. 
However, in order to implement a coherent policy in the field of bioeconomy at European level, it 
is necessary to make compatible the different policies that directly or indirectly target sectors of the 
bioeconomy. 

Romania has a high potential to develop an economy based on bio-products, because it is a 
country endowed with various natural resources. Unlike the developed countries in Western 
Europe, in Romania, the bioeconomy is used mainly in primary sectors, such as agriculture, 
forestry and fishing. Even these sectors have significant potential to promote a sustainable growth 
through the transfer of knowledge and technology. Bioeconomy may increase employment and 
develop the private sector, especially the small and medium-sized enterprises. Bioeconomy may 
also contribute to the development of the less developed regions, especially the rural areas, 
reducing the economic gaps between different areas and regions of Romania. 

To develop bioeconomy, Romania must maximize its potential by creating an appropriate 
strategy and action plan to ensure increased investment in research and development of organic 
production. 

There are Member States of the European Union that have developed national strategies; the 
same should be done in Romania, in order to achieve a coherent vision, appropriate policies and 
appropriate financial instruments. The European Union is already funding research, demonstration 
and implementation of some sustainable solutions in the field of bioeconomy, including a funding 
of 3.85 billion Euros allocated for the current European program Horizon 2020, and 10 billion 
Euros for the program Horizon Europe 2021-2027. 
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Abstract 

 
Agriculture is often seen as a process of sustainable and sustainable economic development that 

is due to the vision of continuous development of rural areas. The purpose of this work is to study 
closely both rural development and the Agricultural Sector in the South East region. This work is 
based on the pursuit of the elements on which the potential for rural development and agriculture 
depends. 

Nowadays, both rural development and agriculture in our country persist in a crisis area, and it 
is the existence of a realistic vision of the future of the Romanian village, which could lead to 
multifunction rural development and is increasingly common. 
 
Key words: rural, agriculture, development, region, village 
J.E.L. classification: O12, O18 
 
 
1. Introduction 
  

Through this paper we try to carry out an X-ray of the rural environment in the Region 2SE by 
analysing the important areas. Development is a dynamic, complex and difficult to define process. 
Over the years there has been an emphasis on economic development, but there has been talk of 
social development. 

Broadly, we can say that development can mean perfecting everyone's lives, both today and in 
the future. Thus, it integrates the man in close connection with the environment in which he lives.â 

The concept of sustainable development promoted by the United Nations includes the following 
principles: (Bleahu, 2005) 

a. Sustainable and balanced economic development; 
b. A higher level of employment, civic and inclusion; 
c. Assuming responsibilities for the use of natural resources and protecting the environment; 
d. Coherent, open and transparent policies; 
e. International cooperation in order to achieve  the promotion of sustainable development 

globally. 
 
2. Theoretical background 
 

Rural has been studied for a long time in Europe. Over the years, several research paradigms 
have been outlined, namely: (Vlăsceanu, 1994) 

1. The traditional model, which sees the countryside, more specifically the  village, being the 
true keeper of the spirituality, specificity and originality of a culture, a society, such studies seeking 
to  specify  traditional rural values, behaviours and symbols; 
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2. The meliorist model, which concerns the countryside as the genetic form of a company, but 
not sufficiently evolved and which must be brought to the level of urban structures. Analyses in 
this field usually point to differences between urban and rural, in terms of income, education, 
comfort and productivity; 

3. The ecological model, which shows the specificity and advantages of contemporary rural 
living; 

4. The chronoregresiv model, generally used in the monographs of settlements in rural areas. 
Demographic analysis shows us a general decline in population, especially for young age 

groups. Thus, we also know a low level of education of the inhabitants, ethnic diversity, the 
significant share of rural population and a low standard of living. An increase in the population 
aged 65 will lead to the lifting of the needs in the field of social and medical assistance. In the 
educational field, institutions should be based on quality in vocational training. 

The 2SE region is made up of 6 counties, 35 cities and municipalities and 339 communes. This 
amounts to 2.536.923 inhabitants. 

The region's ethnic diversity requires solutions to ensure access to vocational education and 
training. 
 
3. The main demographics indicators 

 
Region 2 SE is facing an important workforce deficit due to external migration to the countries 

of the European Union. The level of living in this region is lower than the other regions of the 
country. This is a necessary factor in early school leaving and the low level of education of a large 
part of the inhabitants.  

 
Figure no. 1. Geographical positioning of region 2SE 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 

Source: (Rey, 2006) 
 
Romania is part of European countries with the most favourable pedo-climatic conditions for 

obtaining quality agricultural productions and in significant quantities, which can cover an 
important segment of domestic demand for agro-food products. Although it has high potential, 
yields from Romanian agriculture are modest and show a use of inputs far below optimal values. 

Agriculture has an important role in Romania, if we report to the size of the population   of the 
rural area    and the degree of employment. Approximately 45.7% of the population in our country 
lives in the countryside, compared with around 23.6% in the Member States of the European 
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Union. About 30% of the population is employed in agriculture, compared with around 2% in the 
old Member States of the European Union.  

There are significant differences between rural and urban areas, the first being part of a higher 
level of poverty and a Lower corresponding standard of living. 

If we compare with other countries in the European Union, the agricultural sector in Romania 
has a relatively high share in gross value added (VAB), but is lagging behind in terms of labour 
productivity. 
 
4. Human resources in rural area 2SE 

 
On July 1, 2016, residents after home in the development region 2SE were 2,865,838 people, 

which mean 12.89% of the total population of Romania. The region is ranked third region by 
number of inhabitants, after the northeast region and the region of Sud Muntenia.       

The most populated counties of the region are represented by: Constanta, with 769,337 
inhabitants (26.85%% of the total population of the region), Galaţi, with 630,683 inhabitants 
(22.01% of the total population of the region) and Buzău, with 477,071 inhabitants (16.65% of 
Total population of the region). At the opposite pole are the counties of Vrancea, with 390,861 
inhabitants (13.64% of the total population of the region), Brăila, with 354,467 inhabitants (12.37% 
of the total population of the region) and Tulcea, with 243,419 inhabitants (8.49% of the total 
population of the region). 
 

Table no. 1. Administrative Organisation of the South East region at 31.12.2011 

County 
Total 
area 

(km2) 

% of 
regional 
territory 

Number of cities 
and 

municipalities 

Of which 
municipalities: 

Number of 
communes 

Number 
of villages 

Constanta 7.071 20 12 3 58 188 

Galaţi 4.466 12 4 2 61 180 

Tulcea 8.499 24 5 1 46 133 

Brăila 4.766 13 4 1 40 140 

Buzău 6.103 17 5 2 82 475 

Vrancea 4.857 14 5 2 68 331 

Total 35.762 100 35 11 355 1.447 

Source: Processed data from INS, The Statistical Yearbook of Romania, 2012 
 

In the territory of the region, the share of the inhabitants is not uniform and varies from one 
county to another. We meet a predominantly urban population in the towns of Constanţa or Brăila, 
and in Vrancea, the inhabitants choose the rural area. Due to the development of rural areas, but 
also of higher pollution in urban space, the population chooses to migrate from towns to villages. 

From 2008 to 2016, the inhabitants of the region, after home, counted a decrease of 80,836 
people. The reduction was permanent in the period 2008-2016. All Counties of the region have 
been Shrinking the population in the studied period, except Constanta County, which has 
experienced a slight increase in population, with 2,679 people.  
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Figure no. 2. Population evolution 2008-2016 

 
Source: Data taken from INS Tempo On-line 21.11.2019 

 
The activity rate of the working age inhabitants (15-64 years) increased in the year 2015 

compared to 2002 reaching the highest value in the analysed range. In 2016, a reduction in activity 
rate by 2 percentage points was noted compared to the previous year, reaching 61.3%, lower than 
that recorded in 2002 (62.1%). 

However, at the level of the SE region it was noted in 2016 an activity rate higher than the 
national average (61.3% at the region's level versus 53.7% at national level). The activity rate of 
male residents in the year 2016 is 24% higher than the activity rate of the female population. 

In the period 2002-2016 the activity rate of male inhabitants increased by 1.5%, with a 
maximum in 2015 (75.8%) While the activity rate of female residents amounted to a reduction of 
3.6%. 

The urban activity rate is higher than the rural area by 4% (63.1% in urban areas versus 59.1% 
in rural areas). In the years 2002-2016, the activity rate in urban space increased by 4%, while the 
activity rate in rural area decreased by 7.5%. 
 
5. The level of living and the degree of poverty in the 2SE region 
  

The South East region cannot enjoy real success in terms of employment. This represents 9.95% 
of our country's workforce. The main hiring industries in this region are the shipbuilding industry, 
apparel, services such as tourism and trade, and agriculture. 
 

Figure no. 3. Population density in the South East region at 31.12.2011 

 
Source: Processed data from INS, The Statistical Yearbook of Romania, 2012 
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The population of the whole country has been low for some time in the drilling of external 
migration or low-level natality from the last two decades. Demographic decline, major 
infrastructure problems and deindustrialisation negatively influence the popularization of both 
cities and villages. 

The low volume of inhabitants and the precarious evolution of the economy have led to the 
modification of the occupational structure within the counties of the South East region. We are 
noting a sharp decrease in the number of inhabitants in both rural and urban areas due to migration 
External. Cities will come to a difficult confrontation with regard to the development of institutions 
for job creation. 

If we refer to the workforce in this area, we can observe the following: 
 The south-east region contributes quite a bit to the structure of skilled workers, you have 

exactly 12.12%. The region is on the third place. 
 It is almost the last of all the other development regions on the contribution to the structure 

of unskilled workers (10.5%). 
 Has a deficit on the number of specialists in different fields (8.34%). 
 It ranks 2nd on the services sector, after the Northeast region (16.20). 

 In this area unskilled workers are above the national average. We note in the figure below 
that it is the fourth region with the lowest share of unskilled workers. 
 

Figure no. 4. Share of unskilled workers 

 
Source: Data retrieved from https://www.piarom.ro/wp-
content/uploads/2016/11/Studiu_forta_de_munca-2016.10.03-TIPAR.pdf?x44818 

  
Variations are recorded within the labour structure from one county to another depending on the 

fields of activity. 
 

Table no. 2. Workforce structure by groups of employees 
Group of 
employees Brăila Buzău Constanta Galaţi Tulcea Vrancea 

Administrative 
officials 4,71% 5,60% 7,44% 4,04% 4,49% 4,53% 

Skilled workers 
in agriculture, 
fisheries and 

forestry 

0,27% 0,52% 0,29% 0,24% 0,63% 0,66% 

Workers in the 
services sector 14,06% 12,37% 19,38% 15,38% 15,78% 15,11% 

Legislative body, 
public 

administration, 
senior officials 

6,34% 6,45% 7,57% 6,59% 6,00% 5,90% 
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Skilled and 
assimilated 

workers 
20,59% 15,10% 16,34% 19,34% 20,82% 10,54% 

Unskilled 
workers 15,23% 21,99% 11,61% 11,22% 16,91% 21,99% 

Operators in 
installations and 

machines 
13,52% 12,74% 10,74% 12,15% 11,73% 15,71% 

Specialists in 
various sectors of 

activity 
17,73% 18,33% 16,89% 20,94% 17,01% 19,32% 

Technicians 7,54% 6,89% 9,74% 8,10% 6,63% 6,22% 
Source: Data processed from the work of the study on labour analysis at the level of Romania's 
development regions, for the year 2015 

 
6. Living standards indicators 

 
The level of living in the region analysed is the lowest of all regions of our country. 
The severe material deprivation rate poses an important factor in reflecting the standard of 

living. This indicator recorded in 2016 a value of 29.9%, ranking the south-east region in the first 
place between development regions. 

Another important indicator is the risk of poverty rate. Persons reflecting this indicator shall fall 
within the following categories: 

- Have available come-ins below the poverty threshold; 
- Is in a state of severe material deprivation; 
- lives in a very low-intensity country of work. (http://infraed.ro/wp-

content/uploads/2018/10/PRAI-SE-.pdf Accessed On 23.12.2019)   
Following the analysis of this indicator, the region ranks second between regions, recording a 

value of 44.9% in 2016. 
 

Figure no. 5. Risk of poverty rate in the period 2007-2016 

 
Source: Data processed on the INS database TEMPO online to date 23.12.2019 
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In October 2019, the South-East Region was ranked second among the poorest regions in Europe. 
 

Figure no. 6. Interactive map by the European Commission 

 
Source: Data retrieved from the website    https://www.catchy.ro/regiunea-sud-est-din-romania-este-a-
doua-cea-mai-saraca-din-ue/153246   on the date 19.12.2019 

  
At the level of Romania, the most competitive region is Bucharest-Ilfov, followed by the 

Western Region. The last place is located South-East Region. The European population is 
significantly affected by the risk of poor, certain categories of the population posing a higher risk 
of poverty due to difficulties in finding and maintaining a job with sufficient remuneration due to 
discrimination and Social exclusion to which they are exposed. In this category, women, elderly 
and young people are falling.                             
 
7. Conclusions 
  

The reductions of the number of inhabitants and the process from the economic sphere have led 
to the modification of the occupational structure of the South East Region. Following the study on 
the region I found a decrease in the employment segment in the industry field. 

A major problem is constituted by the stressed population ageing process. The South East 
Region strikes a large workforce shortage due to external migration to the countries of the 
European Union. The level of living in this region is lower than the other regions of the country. 
This is a necessary factor in early school leaving and the low level of education of a large part of 
the inhabitants.  

In the future, the demographic ageing process will mean a pressure to improve the care services 
of older people. 
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Abstract 

 
The study investigates the possibility of implementing differentiation and low-cost strategies in 

the Romanian post-pandemic Covid conditions. It starts with the research of the theory related to 
the two generic strategies. The major problems of using basic concepts whose definitions generate 
a fragile theoretical structure are reviewed. This theoretical context is then related to the situation 
of generic strategies in an earlier period of the Romanian economy, in which the share of state 
property was higher than the current one. Based on the theoretical landmarks and the current 
situation, a projection is made of the way in which the respective strategies will be articulated in 
Romania. The conclusions point to doubt about the possibility of finding a concretization of the 
strategies according to the theoretical landmarks conveyed by the very popular textbooks. 
 
Key words: strategy, competitive strategy, differentiation strategy, low cost strategy 
J.E.L. classification: M20 

 
 

1. Introduction 
 

The 2020 pandemic has generated in Romania, as in the rest of the world, the need for an 
adaptive approach of organizations to a new set of "rules of the game". Companies have been 
placed in a new context, in which the issue of survival has become essential. After the first phase 
associated with the peak of the pandemic, the following few years, possibly a decade, seems to 
boost the companies' task to adopt a strategy.  

Given the global inner nature of this crisis, States have acquired a key role in coordinating the 
collective effort at the national and international levels. The consequence at the company level is 
that the State becomes an active stakeholder, with a significantly amplified role compared to that of 
a general regulator, and the company's strategy must fall in line with that of the State. In other 
words, the plan of a private entity must be designed to engage with all other entities, the ensemble 
being coordinated by the State. In the case of States that are part of structures with a high degree of 
integration, such as Romania as part of the EU, a company's strategy must be designed in 
compliance with the additional conditions imposed by the mentioned framework. At stake is the 
survival of the company, which means the ability to compete, even if the competitive environment 
is globally reshaped and the State's role is modified. 

The rational treatment of the company's behavior molding in reference to the current theory of 
management requires the use of concepts specific to the economy and associated with the strategy. 
If the theoretical basis focused on the concept of strategy is narrowed, while applied at the level of 
companies operating in a competitive context, then the key element becomes the so-called 
competitive strategy. Its theoretical benchmarks are to be used to create a plan which is supposed to 
ensure the company's survival in the post-pandemic context. 

The first step for such an action is the critical analysis of theoretical landmarks around which 
the plan is configured, in an abstract construction. The final success will depend on the coherence 
and consistency of that construction. 
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2. Research methodology  
 

The study of how shock-event influences the development of strategic alternatives in a 
particular country starts with the analysis of the theoretical consistency of the respective 
alternatives. Using the "axis" that starts with the concept of "strategy" and ends in this study with 
the concepts of "differentiation" and "low cost", I emphasize on the (many) theoretical consistency 
issues, in order to finally evaluate the coherence of the whole. This critical analysis of the theory 
serves to evaluate the possibility of generating a theoretical framework for dealing with the changes 
induced by the shock event. 

The analysis consists of a literature review of the main concepts and their reflection in the 
subsequent works. The elements of interest associated with the definition of the strategy and the 
misuse of the "strategy" label, then of the "generic strategy", are considered, in order to reach the 
most well-known and popular labels for these strategies: differentiation and low cost. We have 
mainly pointed out the elements that mark discordant opinions as opposed to the mass of 
enthusiasts using the respective labels. At the same time, we highlighted the logic weaknesses 
associated with ideatic constructions that use generic strategies and axioms related to them. 

The assessment of the theoretical basis is then used to measure the outcome of its application in 
the case of Romanian companies affected by the 2020 pandemic. The assessment we make is 
marked by corresponding elements that we find in the developed countries' economies, especially 
the EU, as well as by strategic scenarios reported by large companies operating on a global scale. 

The theoretical "matrix", on which we mark the doubtful elements, is then applied to the results 
of an analysis of the implementation of the differentiation and low-cost strategies in Romania in the 
first years of this century. This analysis, dated two decades ago, was using the concepts mentioned 
above, without pointing out the associated theoretical problems, keeping in mind that the Romanian 
state was a more significant stockholder than it is today, and the competitive environment in all 
industries included more organizations than it is the case today. The conclusions of the study focus 
on the assessment of the consistency of a viable approach both in Romania and in several industries 
or large business groups operating in Romania. 
 
3. Basic theoretical landmarks of the competitive strategy 
 
   The most famous labels related to the so-called competitive strategy are differentiation and low 
cost, introduced by Porter (1985). Their market success is attested by the significant number of 
bibliographic references, as well as by the attractiveness they exert on the readers dedicated to the 
field of company strategy. Nevertheless, that success obscures all criticism on a theoretical level; so 
does the relative lack of viable, practical landmarks generated by the application of those concepts. 
Moreover, the labels mentioned and their use as a leitmotif for any strategy discussion affect the 
soundness of a theoretical basis of a strategy, which would be necessary in the new conditions of 
the 2020 moment. Starting from the unattainable position of the two mentioned labels, an analysis 
of the series of concepts that lead to them shows that there are several weaknesses generated by 
incomplete or inappropriate definitions of those concepts. Problems of applicability in practice, as 
well as questionable results, are derived from these weaknesses. 

The first elementary problem arises when using the concept of strategy. The initial definition 
referred to an organization, considered to be a whole, with clear demarcation and a distinct mode of 
action: the army (Quin, 1980; Desreumaux, 1993). Compared to this type of organization, the 
theory of strategy has developed coherently, with notable milestones, including Sun Tzu with his 
writing "The Art of War" and Clausewitz with his book "About War". Consistent, practical results 
of the application of this theory are evident from the consequences of various wars of all time. 

The translation of the concept into the world of privately-owned commercial organizations was 
done in a sustained way based on theory only in the last half of the twentieth century. 
Paradoxically, the transfer did not mean a stabilization of a reference definition, certified by 
practice. Not only was there no initial definition, such as the game theory definition given by von 
Neumann and Morgenstern (1944), or an adaptation of the dictionary definition (e.g. Webster) used 
by the military, but the approach related to the companies marked a total dispersion. 
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Whittington (1993), like Porter (1996), does not define the concept, but justifies avoiding the 
problem. In the absence of convergence on the definition of strategy, when each author uses his 
own definition, Mintzberg (1987) explains the meaning in which the concept is used, and Hafsi and 
Toulouse (1996) try a summative approach to opinions at the turn of the century. The major 
problem that emerges from this theoretical vision is that the strategy can be associated with a 
reactive and defensive behavior, which excludes the pursuit of a project for a future state of the 
organization. The idea of the emerging strategy (Mintzberg and Waters, 1985) appears as a 
theoretical justification for the mentioned behavior. In practical terms, the undesirable result is that 
many organizations no longer create projections of their future, considering that they will have the 
ability to adapt over time. Short-term orientation and focus on financial results, lead, with 
significant probability, to situations that threaten the existence of the company. The Enron case of 
2001 is noteworthy for the disappearance of a company, while the situation of Boeing in 2019 
signals major problems generated by the same approach. 

Therefore, starting with the definition of the concept, the strategy presents a fragility that will 
affect the consistency of a project aimed at the long-term survival of a company in the conditions 
of environmental shocks. In the absence of definition and ignoring both the initial meaning of the 
term and centuries of military practice, emptying the concept of content through the misuse of this 
label leads to major command and leadership dysfunctions in the organization (Băcanu, 2015). In 
direct relation to the mentioned use, it can be found that the entity referred to in the concept rarely 
retains the characteristics of an organization with a clear demarcation, such as the army. In other 
words, we are talking about the strategy of a part of the company-type organization, in the 
conditions of a vague definition of the basic concept. 

Without discussing the nature of the current company, a good part of the theory of the moment, 
focused on the strategy of commercial organizations, is dedicated to the so-called business. This is 
a component of the organization, with some degree of operational autonomy of and a relatively 
distinct organizational structure. Several strategic management manuals, such as Johnson et al 
(2011), identify a typology of business strategy. In the case of American textbooks, this type of 
strategy is labeled "competitive strategy", and addresses competition in a given industry or market. 

The concept of "competition" was adopted in the theory of the company's strategy in industrial 
economics, developed in the last century, but without retaining the idea of a stake related to 
survival as in the case of the military. The current combination of "competitive strategy" has 
reached its maximum popularity by promoting a typology of strategies created by Porter (1980, 
1985). This typology takes into account the typology of Ansoff (1965), who is credited with 
inventing the concept of "strategic management". In this context of marking pioneering work, it is 
more difficult to emphasize that focusing the strategy on a lower entity within the organization, the 
so-called business, will have significant adverse effects. The undesirable effects were amplified by 
the popularity of the concepts associated with the typologies of competitive strategies, especially 
that of Porter (1985). This creates a fashion of typologies and taxonomies. Sumer and Bayraktar 
(2012) inventory almost 30 different “products” created by various authors. It should be mentioned 
that these typologies mainly target the intermediate segment, of a company, called business, 
ignoring the reality based on the existence of large industrial groups. In other words, strategies are 
not discussed for the first two levels, group and company, but are discussed at the level of a part of 
the company. In the wake of this approach appear then the so-called "functional” strategies, with 
reference to finance, marketing or operations. 

Marked by this error of concept focus, competitive strategies are treated reductionistically by 
the authors of typologies. Porter's typology emphasizes that there are only two ways to gain a 
competitive advantage: differentiation and low cost. In addition, the author argues that the two 
paths are mutually exclusive. This idea decisively marked not only the academic discussions 
related to the strategy, but also the approaches of the big companies and the policies of the states. 

The way in which Porter defined the differentiation strategy and the cost-lead strategy generated 
consistent criticism and revealed different points of view, but the publicity associated with the 
respective strategies blurred the adverse positions. Among these is the opinion expressed by Levitt 
(1980), who argues that any product, even commodities, can be differentiated, or that expressed by 
Deming (1986) who argues that superior quality reduces costs. 
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Clearer criticisms have been leveled at the exclusivity mentioned. Hambrick (1983), Jones and 
Butler (1988), and Karnani (1984) consider that between the two strategies, differentiation and low 
cost, there is a continuum of combinations, and Murray (1988) argues that a combination of 
differentiation and low cost provides a competitive advantage. Miller and Dess (1993) and Johnson 
et al (2011) consider "hybrid" strategies to be feasible and profitable. If Allaire and Farsirotu 
(1998) notice a confusion of meaning that revolves around Porter's generic strategies, Bowman 
(2008) considers that the discussion about generic strategies affects the rationality of the strategic 
approach. In his study, "Generic Strategies: A Substitute for Thinking?", Bowman identifies the 
following issues: the confusion between "how to compete" and "where to compete," the confusion 
between corporate and competitive strategy, and the exclusion of other strategic options. 

The issues that were mentioned for generic strategies complete the list of theoretical problems 
encountered by companies and states while trying to coagulate a strategy capable of responding to 
a catastrophic shock such as the 2020 pandemic. 

 
4. Differentiation vs. low cost in Romania - 20 years after - all through the Covid pandemic  

 
In order to build a projection of the use of the mentioned strategies, it is useful to review the pre-

Covid situation for the respective strategies in Romania. In order to establish a benchmark 
regarding the decision-maker involved in defining the strategies in question, it should be noted that 
at the beginning of 2020 approximately 50% of GDP was generated by companies with owners 
from abroad. Almost all large companies, with some notoriety of products or brand, have a 
shareholder structure that certifies that the decision is determined by foreign stockholders. From 
this perspective, it can be concluded that Porter's generic strategies can be associated with the 
mentioned companies in Romania, because they represent distinct businesses within some holding 
companies or corporations. On the other hand, the involvement of the state in the competitive 
shaping of the national market is increasingly reduced under the pressure of EU regulations or 
signals given by global corporations. De facto state interventions towards a cooperative approach in 
different industries are limited compared to those in large EU countries. It is noteworthy that the 
projection related to the differentiation of Levitt (1980) thus materialized in an obvious way. 
Products with a value of 1 euro are branded and a differentiation strategy is operationalized. 
Therefore, differentiation, without being associated with exceptional technical characteristics, has 
become the current approach. 

Despite this approach applied to private brands, the year 2020 marks an important restriction of 
the possibility of using the “made in Romania” brand, under the pressure of EU regulations. The 
situation disadvantages all producers in Romania, especially those with Romanian ownership and 
the ones that fall under the SME category. Thus, these producers cannot signal to their markets a 
cost advantage derived from the use of a domestic low-cost labor force, as well as a series of 
traditional technical characteristics that would offer an extra attraction for the customer. In the case 
of Romanian producers with foreign ownership, the outsourcing of the cost advantage generated by 
the extensive use of local labor would become visible in the absence of EU regulations. The 
phenomenon would be similar to that revealed by the high prices of textiles produced in Vietnam 
and sold in German stores in Romania. 

A situation that seems to support the idea of a low-cost strategy is that of the industries in the 
first line of processing natural products, such as oil, wood or a number of agricultural products, 
especially cereals. However, it should not be overlooked that these products display a 
differentiation, marked by the country of origin, which gives the specific appeal of the natural 
product. For example, cereals from a country where the chemization of agriculture is low is 
preferred to GMO-type cereals. 

Summarizing the findings regarding the two generic strategies in the pre-Covid interval, it is 
worth highlighting the combination of the two, contrary to the initial prescription of Porter (1985). 
Murray (1988) seems to have generated a more correct vision: the most well-known products in 
Romania base their success on a differentiation, materialized in a good technical standard, offered 
at a fair price. For example, we can mention Dacia cars or Arctic refrigerators. 
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But in Romania, as in the countries where it could be said that manifestations of Porter's generic 
strategies are observed, the shock of the pandemic blew up the cost advantages based on economies 
of scale. The complete cessation of activity has disorganized production systems based on a high 
spatial density of consumers or workers, e.g. showbusiness or assembly lines of complex 
manufactured products, such as cars or refrigerators. 

The introduction of the so-called social distance in the case of activities that have not stopped, 
as well as maintaining this condition for the near future, will induce additional costs that add to 
those of job security and will volatilize the previously reduced cost. As some of the Romanian low-
cost industries, such as the textile industry, have already been relocated to Asian areas with low 
labor costs, businesses that seem to rely on such an advantage are forced to look for an alternative. 
The scenario is even more plausible as the theoretical consistency of the concept fits into the 
situation mentioned in the previous chapter. 

Given the ownership structure, the large subsidiaries in Romania will follow strategies dictated 
by the parent company, in close cooperation with the state where it comes from or where the 
headquarters are located. The logical consequence is that the generic strategy of the subsidiary will 
be guided by the desideratum of obtaining a positive socio-economic effect in the state associated 
with the parent company, which excludes a hypothetical and difficult to define competitive 
advantage of the subsidiary. Stockholder the French state, will shape the strategy of the Romanian 
subsidiary Dacia to ensure the survival of the group and the preservation of a favorable socio-
political context in France. This is all even truer as the French state provides financing for 
overcoming the Covid shock. A brief search of the signals regarding Renault's strategy does not 
offer many clarifying elements, which allows us to deduce that the previous strategic line related to 
differentiation and cost will be kept at Dacia. But a so-called harvesting strategy is also likely, 
through which resources will be transferred to the parent company. The situation exemplified with 
"Dacia" is similar to the vast majority of Romanian subsidiaries. Their strategy, established at 
headquarters based on a debatable theoretical matrix, will not reveal anything concrete that 
resembles the precepts in the strategic management manuals marked by Porter's axioms. 

A different situation is represented by a smaller segment of subsidiaries, represented by banks, 
for example. They have a preferential regime, to the construction of which the Romanian state 
contributes through a subsidy program similar to the one practiced by France or Germany for the 
companies from the respective countries. In the case of banks, the direct impact is constituted by 
the National Bank of Romania. 

For Romanian-owned companies, the adoption of strategies guided by a State cooperation plan 
can be expected. The cooperation would translate into financial assistance based on a national 
Covid shock absorption strategy and adaptation to new social conditions. In addition, cooperation 
would mean reshaping the competitive internal environment, as signaled by the massive 
involvement of Western states in their national economies, by circumventing EU rules and by 
failing to provide reasonable support to states on the periphery of the European Union. 

The reality shows that the state does not have this plan, which makes it impossible to coagulate 
viable strategies at the level of companies. The financial support is vaguely outlined, and the 
cooperation in the mentioned forms is non-existent. What's worse is that there is not even a vague 
scheme of using EU-permitted safeguards. Thus, it can be noted that the strategic approach guided 
by the oldest theoretical landmarks that were focused on the survival of the army and the state is 
non-existent. 

The strategy of a Romanian company allows survival as a result only with chance, given that the 
modern statist component with a supporting role is missing. Maintaining a strategic line 
reminiscent of Porter's generic strategies is unlikely, given that the additional costs induced by the 
pandemic affect both the price and the ability to sustain differentiation, based on technical 
characteristics or own brand. 
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5. Conclusions 
 
Starting from the interest shown by the academic public for the “differentiation” and “low cost” 

labels used for the company strategies, we analyzed how they materialize as viable organizational 
solutions in the context in which Romania, like many other states, was affected by the catastrophe 
of a pandemic. 

The study of strategic concepts, starting with the definition of the strategy applicable to a 
company, showed that the theoretical basis of concrete action is awfully fragile. The situation is the 
result of dubious and incomplete definitions, of ignoring the experience associated with the original 
field of strategy and the trap of producing derivative concepts, undermined by inconsistency and 
encapsulated in axioms that are not found in real-life organizations. 

The review of the situation of generic strategies in Romania 20 years ago confirmed the 
existence of a certain mix of the two generic strategies, given that brand-based differentiation is 
quasi-generalized, and the low-cost is generated by low labor resources. We also point out that 
under EU regulations, differentiation based on the label "made in Romania" will be virtually 
prohibited. 

With reference to companies currently operating in Romania, it should be noted that half of 
GDP is associated with such subsidiaries. Their strategy, decided by the parent companies, 
responds to the desideratum of the corporation and the originating State. The consequence is that 
the generic textbook strategy will be difficult to detect in the strategic behavior of these 
subsidiaries. To depict such a confusing situation, we emphasize on the active intervention of EU 
large states in their national economies; this completely alters the idea of competition. 

Firms with local owners are exposed not only to the lack of a coherent theoretical basis related 
to strategy, but also to the lack of an integrative approach of the Romanian state. Under such 
conditions, the articulation of a strategy focused on differentiation or low cost seems illusory. 
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Abstract 
 

Romania’s economic development in the interwar era has always generated fierce debates when 
it comes to economic ideology. There was an undisputed need to come up with a national strategy 
of development in order to insure and consolidate the country’s economic independence. The 
economists of those times clashed their ideas and covered the full range of doctrinarian 
approaches from rejecting the state intervention to adopting economic dirigisme as a state policy. 
The reality of the insufficient development of the national productive forces was the starting point, 
and there were numerous attempts to draw up a strategy to modernize Romania. The issues related 
to the genesis of the Romanian economy captures the interest of many a great economists  liberals, 
such as Ştefan Zeletin and Mihail Manoilescu, social-democrats (Marxist) such as Lothar 
Rădăceanu and Şerban Voinea, or agrarians such as Virgil Madgearu and Ion Răducanu. 
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1. Introduction 
 

In a time when there was a great need to draw up a national strategy of development in our 
country, the main currents in the economic thought in interwar Romania were liberalism, 
agrarianism, and social-Marxism.  

In spite of the different directions of the economists of those times, there is a common point of 
view among them, and that is the process of modernization in Romania started at the beginning of 
the 19th century, when the Romanian Principalities joined the European economic circuit once the 
Treaty of Adrianople was signed in 1829, which testified to the fact that the Romanian foreign 
trade was free of the Turkish monopoly.  

The most debated problem was the character and the structure of the Romanian economy. The 
economists were divided into two major groups: the supporters of the idea that “Romania was a 
signally agrarian country” (the phrasing belongs to economist Nicolae Şuţu who emphasized the 
unilateral development of the Romanian economy) and supporters of the idea that there was a need 
for industrial development. 

 
2. Theoretical background. Aspects of European Liberalism 

  
Liberalism is rightfully considered the main current of economic thought in interwar Romania. 

In Europe, its theoretical basis had been laid by J. Locke, J.J. Rousseau, Voltaire, Diderot, 
Quesnay, Turgot, A. Smith, D. Ricardo and the English Utilitarians (J. Bentham, J.S. Mill). They 
targeted replacing feudalism with capitalism, passing the political power to the newly formed 
bourgeoisie, applying the principle of laissez  faire, laissez passer, le monde va de lui meme, and 
last but not least, having freedom of thought.  

Cultural and political westernization was accompanied by accepting the liberal economic 
influence both in theory and in practice. The dominant political elite – a great many of which were 
representatives of the Liberal Party – believed that modernization had to be generated 
“downwards”, meaning the political initiative could replace the dynamics of the economical and 
social changes; the government had to take on the modernizing role because the social classes 
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specific to the capitalist economy were insufficiently shaped and developed: the change was to take 
place from forms to the roots. 

From an economic point of view, the National Liberal Party promoted the policy by our own 
efforts in order to consolidate economic independence by stimulating national initiative, capital and 
labor above all. Foreign capital was to be drawn only as part of a national program and only to 
those fields in which the national economy was unable to develop on their own. Economic 
modernization mainly meant industrializing the country, which implied capital, specialized 
workforce and a protectionist economic policy. Just as I.C. Brătianu admitted, encouraging industry 
translated into sacrifices in other fields of activity, such as agriculture. Under such conditions, 
certain protective measures had to be taken in order to protect the peasantry’s level of living. The 
need for the industry to be developed first and foremost sprang first of all from the need to 
eliminate the country’s economic dependence on developed countries from where highly 
manufactured goods were imported, which were far more expensive than the Romanian exported 
goods. Liberals considered that a strategy for agriculture and industry to support each other would 
be the most appropriate solution. The economic nationalism promoted by liberalism was meant to 
protect domestic capital against foreign competition in the context of the collaboration between 
foreign capital and domestic capital.    

 
3. Major Representatives of Romanian Interwar Economic Liberalism 

 
Among those who strongly believed that Romania was an agrarian country above all was 

Constantin Garoflid (1872-1943) who developed a doctrine of rural development through labor 
efficiency increase in agriculture, achievable through expansion of the size of agricultural farms, 
through ample land survey works and through mechanization. In 1926 he wrote: “Sure, our 
economic policy must encourage industry, since the growing population needs these openings in 
the labor market; but we must not imagine that we will ever be able to support this country’s 
economic prosperity by anything other than its agriculture. Agriculture is the staple activity for the 
majority of the inhabitants and the sole natural industry that lives on no matter what obstacles it 
comes across. Everybody’s concern and the concern of all political parties should be the 
development of this natural and truly national industry”. (Garoflid, 1926, p. 6-7) 

Influenced by Hegel, Marx and Sombart, sociologist and economist Ştefan Zeletin (1882-1934) 
criticized the theory of the Junimea titled forms without roots and demonstrated that the economic 
factor is the foundation for the society’s evolution. The topic for analysis in his main work 
Burghezia română. Originea şi rolul ei istoric (The Romanian Bourgeoisie. Origins and Historical 
Role) published in 1925 is the relations between the evolution of Romania’s economic and social 
life and its public, judicial and cultural institutions. Even though he considered that the genesis of 
capitalism followed the same stages in Romania as it did in the West, Zeletin pointed out a major 
difference: in Western Europe the process of the evolution of capitalism went on for several 
centuries, while in Romania it only took less than a hundred years. After 1829, the year when the 
Treaty of Adrianople was signed, Romania came under the influence of the Western capitalism and 
underwent a europeanization process as a result of the development of its national capitalism.  

Economist and sociologist Virgil Madgearu (1887-1940) identified two possible solutions for 
the economic development of the country: either eliminate agrarian feudalism and propel 
agriculture. Or maintain the agrarian regime and encourage industry through a protectionist regime. 
A memeber of the Agrarian Party, he considered that there was no analogy between the evolution 
of the western capitalism and that of the Romanian capitalism. The arguments he brought forth 
were the following (Madgearu, 1999, p. 116-117): 

1. The development of the Romanian capitalism took place in a neo-serfdom environment, in 
wich the peasants had a very low standard of living, and not in a liberal and bourgois environment; 

2. The commercial capital and the usuary capital do not favor the development of the industry, 
because household industry and crafts had been destroyed once the Romanian market had been 
invaded by manufactured goods coming from developed countries; 

3. State leadership was in the hands of the political oligarchy, since enlighted absolutism had 
never existed; 
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4. The industry that emerged was an import industry. When English products invaded the 
Romanian market, there was a steep decline in the household industry and crafts (the guilds 
disappeared) before a Romanian commercial capital appeared. (Madgerau, 1995, p. 19). Given the 
fact that there was Romanian commercial capitalism, „Romania went straight to factory industry, 
also with the help from the foreign capitalism, in the wake of introducing a protectionist customs 
regime and a system to encourage national industry” (Madgearu, op.cit., p. 20). The Romanian 
national industry was poorly developed (there were no natural conditions –no mineral ores, there 
were no social conditions –no industrial proletariat, there were no economic conditions – no 
market) and the one that did exist was the work of the export capitalism: under the conditions of 
customs protectionism developed capitalist countries took industrial machines and equipment, as 
well as specialized personnel to non-developed countries to produce in situ industrial goods that 
were sold for a maximum profit;  

5. Industrialism developed, while industrial feudalism kept existing; 
6. The Romanian economy enters from the very beginning into the financial capitalist system 

(under the dominance of the European capital or that of the local financial oligarchy) on its way 
from commercial capitalism and usury capitalism to financial capitalism thus skipping the stage of 
the industrial capitalism. 

Another important liberal economist who was concerned about the modernization of Romania 
was Mihail Manoilescu (1891-1950). For him, the development of interwar Romania was a 
national priority and the criterion for selecting the industrial branches to be supported was that in 
which labor productivity was higher compared to the national average value.  

In his work Rostul şi destinul burgheziei româneşti (The Purpose and the Destiny of the 
Romanian Bourgeoisie) published in 1942, Manoilescu explained terms such as bourgeoisie, 
liberalism and capitalism: “The bourgeoisie has existed since the beginning of the 12th century and 
has lived for four centuries, until the end of the 15th century and capitalism let alone liberalism have 
never been spoken of in all this time. The bourgeoisie of those times have had a purely communal 
economic horizon and has evolved in a medieval political environment. […] The bourgeois have 
freed themselves from the rural serfdom regime using money […], and the bourgeoisie has been a 
privilege from the very beginning. It has emerged along commerce and industry and the royal 
power”. (Manoilescu, 1942, p. 42-43).  

In medieval times, the bourgeoisie had an economic function (organizing production and labor) 
and a political function of taking part in governing. Later, in the mentality and the objectives of the 
bourgeoisie there were economic and social changes that could be defined as capitalist: “Capitalism 
overlapped the bourgeoisie […] Moreover, the entrepreneurial spirit overlapped the traditional 
bourgeois one and brought forth the capitalist spirit” (Manoilescu, op. cit., p. 44-45). In time, 
according to the historic context and according to interests, the bourgeoisie in the European 
countries practiced both protectionism and the free exchange (England is famous in this respect – 
after a period of protectionism in which it set and developed its own industry, it became a top 
representative of free exchange both in the field of economic policy and in the doctrine field). In 
the same way, the bourgeois ideology changed according to the stages of economic development: 
initially it was corporatist (in late feudalism), then mercantilist (in early capitalism), to become 
liberal (in the maturity stage of capitalism): “Liberalism and its consequences overlapped 
capitalism bourgeoisie thus bringing as a new element the greatest economic and political freedom 
that history had ever known” (Manoilescu, op.cit., p. 46) 

In his works Teoria protecţionismului şi a schimbului internaţional (The Thory of 
Protectionism and International Trade) published in 1929 and Forţele naţionale productive şi 
comerţul exterior (National Productive Forces and Foreign Trade) published in 1937, Mihail 
Manoilescu emphasized the need to continue industrialization as a basis for the modernization and 
the development of the Romanian economy, the more developed the industry of a country is, the 
more advantages it will get in trade on the global market. He drew an economic theory on 
economic development of countries in modern times, in accordance with their different technical 
and economic structures and in accordance with the differences in the average level of labor 
productivity.  
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4. Conclusions 
 
By briefly analyzing the economic, social and political realities of interwar Romania, as well as 

the most important works of the representatives of economic liberalism, these final ideas come to 
surface: 

1. Economic liberalism emerged in Romania more as an ideology than a science with a well 
defined corpus; as a result of the fact that the political element constantly prevailed over the 
economic one, liberalism was a state policy meant to emancipate the country by getting away from 
the Turkish dominance and getting under the influence of the developed Europe; 

2. Interwar economic liberalism was often economic nationalism; its representatives brought 
scientific and credible arguments to support the importance of developing the Romanian industry 
(as a basis for modernization and for insuring national independence), especially by protecting it 
against foreign competition. Nevertheless, there have been attempts to take over the ideas of the 
European economic liberalism and grant priority to agriculture and a priori rejecting the idea of 
state protection for the national industry (as it was an anti-liberal measure); 

3. Interwar economic liberalism, as Sultana Sută-Sălăjan pointed out, had two essential forms: 
moderate and radical. Moderate liberals were close to the great boyars (the future landowners) and 
wanted to maintain the advantages of feudalism (monopoly of land ownership and access to 
governing) as the bourgeoisie developed. They accepted the modernization of the country and the 
improvement in the status of the peasantry (the peasants were to be freed but not given property 
over land). Their fundamental conception gravitated around the phrasing Romania – a signally 
agricultural country. Radical liberals wanted to reform the entire Romanian economic, social, 
political, and cultural system from the grounds. They favored industrialization and an agrarian 
reform to give land to peasants and tried to adjust liberalism to the existing particularities in 
Romania. 

4. Placing certain economists in the liberal current is quite relative, as they either changed their 
opinions on the ways to economically modernize the country, or adopted contradictory positions 
regarding this modernization process.  
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Abstract 
 

Ștefan Zeletin is considered to be one of the greatest Romanian scholars in the interwar period. 
Interested in sociology, philosophy and economics, Zeletin built an ideatic universe which is 
difficult to define and place from an ideological point of view. Using sociological analysis, Zeletin 
looked into the origins of Romanian capitalism. The fact that his analysis seems so contemporary 
springs from putting it into context. In his times, the influence of the developed countries upon the 
Romanian society unfolded on the basis of the economic, social and political disparities 
unmistakably working against Romania. Nowadays the situation is relatively similar if we compare 
Romania’s level of development to that of most countries in the European Union. Moreover, the 
discrepancy between the economic changes in Zeletin’s time and the mentality of the majority of 
the population back then corresponds to the moral and social crisis which is currently affecting the 
Romanian society.    
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1. Introduction 
 

Ștefan Zeletin (his real name was Ștefan Motăș) was born in 1882 and died in 1934. He 
received a degree from the Faculty of Letters and Philosophy of the University of Iasi in 1906. He 
became a secretary of the University Pedagogical Seminar in Iasi and a librarian. After studying 
philosophy for two semesters at the University of Berlin, he became a teacher within the German 
Department of Codreanu Highschool in Bârlad where he himself had been a student. He continued 
studying philosophy in Leipzig, Paris, Berlin again, Erlagen and Oxford. He got transferred to 
Bucharest, at Mihai Viteazul Highschool, where he taught both German and political economy. 
Between 1927 and 1934 he was a professor at the department of Introduction to Philosophy and the 
History of Ancient and Medieval Philosophy at the University of Iasi. Among his works we can 
mention Evanghelia Naturii (The Gospel of Nature) published in 1915, Din Țara Măgarilor. 
Însemnări (From the Country of the Donkeys. Notes) published in 1916, Burghezia română. 
Originea și locul ei istoric (The Romanian Bourgeoisie. Origins and Historic Place) published in 
1925, Neoliberalismul. Studii asupra istoriei și politicii burgheziei române (Neoliberalism. Studies 
on History and the Politics of the Romanian Bourgeoisie) published in 1926, and Naționalizarea 
școlii (The Nationalization of Schools) published in 1926.    

As a historian dealing with the origins and the evolution of the modern Romanian society, he 
expressed and supported his own view, even though as far as his analytical approach is concerned, 
“there has been talk, in turn, of the influence of the English evolutionism and Hegel’s dialectics, of 
the influence of Marxism and idealism, of the way he followed Dobrogeanu-Gherea or Werner 
Sombart”. (Murgescu, 1994, p. 269). Refering to Burghezia română. Originea și locul ei istoric 
(The Romanian Bourgeoisie. Origins and Historic Place), philosopher Constantin Noica considered 
it “one of the few classical works of Romanian social thought, if not of pure Romanian thought”, 
even though in many cases Zeletin’s language and methodology seem to show a Marxist influence. 
(Noica, 1997, p. 78). Questioning the myth of absolute excellence of interwar intellectuals, Cristian 
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Preda claimed and supported the idea that Zeletin was a socialist, and not a liberal. In his work, 
Preda spoke of the thesis of the “poisoned culture” which can be summarized as follows: 
“capitalism is, in the eye of the public, exclusively what socialists claim it to be”. (Preda, 1998, p. 
213) 

The purpose for the author’s theoretical approach was to take an inventory and to present the 
problems of the Romanian economy in order to find solutions to speed up the development and 
reduce the gap between Romania and the economically developed countries in Western Europe. He 
starts from defining the bourgeoisie and presenting the historical stages in its evolution.  

 
2. Theoretical background. The European Bourgeoisie: Origins and Historical Evolution 

  
Ștefan Zeletin meant to theorize the evolution of the bourgeoisie as it formed and progressed, 

trying to identify the forces that propelled it to leading the economic and social life in Romania. 
The bourgeoisie is defined as that “social class that deals with exchange values” (goods) (Zeletin, 
1997, p. 66), which includes those who manufacture the goods (the manufacturers), those who 
make them circulate (the merchants), as well as those who bring the monetary means necessary for 
the manufacturing and circulation of the goods (the bankers). Dealing in goods, the existence of the 
bourgeoisie implies trading. And since trade requires the agreement of the two parties involved (the 
seller and the buyer) in order to take place, it has freedom as the sine qua non condition: “The 
bourgeoisie is like a plant whose roots spring from trade and whose branches spread in a free social 
atmosphere”.  (Zeletin, op.cit. p.67) 

However, although he considered Zeletin “the most valuable interpreter of the evolution of the 
bourgeoisie”, Mihail Manoilescu refused to accept the definition he gave to the bourgeoisie 
because it does not include the pseudo-bourgeois (engineers, business economists, lawyers, 
doctors, writers, teachers, magistrates, officers), the major landowners (who also deal in exchange 
values), or the small merchants and the craftsmen. (Manoilescu, 1942, p. 41; 56-57) 

Analyzing the historical birth of the European bourgeoisie, Zeletin pointed out the fact that the 
East was initially more advanced as a civilization since the Venetians and the Portuguese paid in 
cash or in precious metals for most of the oriental goods (silk, luxury items). This trade between 
Europe and Asia, especially in the context of the Crusades – which were the decisive drive in the 
development of the European bourgeoisie – could have ruined Europe if they had not discovered 
the routes to India and America from where to bring important quantities of precious metals which 
created the premises for the emergence of the industrial capitalism. In time, Europeans have started 
manufacturing goods, and thus the European bourgeoisie has emerged: first the petty bourgeoisie 
appeared in the Latin South (Italy, Spain, Portugal, Southern Germany) in the 14th and 15th 

centuries, then capitalism developed in the north part of the Continent (the Netherlands, France, 
England) in the 15th and 16th centuries. 

Zeletin agrees to W. Sombart’s explaining how the center of gravity of the European economic 
development shifted from the south to the north: the petty bourgeois capitalists in the cities where 
the guilds had gained an important economic power (in Spain, Portugal, Italy, Germany) chased 
away the infidels (the Moors, and especially the Jews) who were forced to take their wealth and 
thus economic prosperity up north. These petty bourgeois understood freedom as a group privilege, 
while capitalists, who had workers, considered freedom as an individual right. Meaning to wipe out 
serfdom and to create free relations to favor labor supply, the bourgeoisie fought to gain individual 
freedom through revolution. 

Zeletin pointed out three main historical stages in the development of the European bourgeoisie: 
- Mercantilism. From a historical point of view, the first economic activity was trade. This stage 

is characterized by the power of the government upon economic life, and the emergence of the 
bourgeoisie took place as the state developed into a political and economic entity. Mercantilism is 
national, as W. Sombart showed in Der moderne Kapitalismus (1928): “Any history of the origins 
of capitalism is also a history of the formation of the state nations”. (Sombart apud Zeletin, op. cit., 
p. 73) 

- Liberalism. After the mercantilist stage, in which the bourgeoisie asked for the support of the 
state and prosperity was insured by the intervention and the initiative of the government, there 
came a stage in the development of industry in which the bourgeoisie rejected the interference of 
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the state in the economic issues and emphasized individual initiative and perseverance. Liberalism 
appeared first in England in 1846 by abolishing taxes on wheat imports, and then expanded to 
France in 1860, to Prussia in 1862 and to other German countries.  

- Imperialism. The basis for this stage is the emergence of financial capital, by absorbing 
commercial and industrial capitals, which after satisfying the domestic needs for bank financing 
migrated abroad. As a matter of fact, Zeletin considered that each and every state nation started 
building its bourgeois society using foreign capital. (Zeletin, op.cit., p. 77) 

Quoting W. Sombart, Zeletin showed that in a less developed country the evolution of the 
bourgeoisie began when the country came under the influence of a country with a well developed 
capitalism: being dependent on the imports of industrial goods, it was forced to intensify its 
production in order to obtain the raw materials necessary to purchase the respective industrial 
goods. (Zeletin, op.cit. p. 89) 

 
3. The Romanian Bourgeoisie: Origins and Historical Evolution 

 
In Romania, the starting point of the Europeanization process (when the bourgeois regime 

began replacing the medieval one) coincided with the moment when the Treaty of Adrianople was 
signed, which abolished the old monopoly of the Ottoman Empire upon Romanian grain and 
granted freedom of trade to the Romanian Principalities. As a result, the ports on the Danube 
received a huge flow of western goods. The country under whose influence the Romanian 
bourgeoisie was born was England which needed Romanian grain. In order to stimulate the 
development of the intensive agriculture, the English paid high prices for the grain and sold goods 
manufactured with it in England at low prices in our country to take out Austrian competition. It 
first happened for textiles, and then, once the Constanța – Cernavodă railway was built, the English 
flooded the Romanian market with machines and iron products. At the same time, the development 
of trade led to the increase in the price of land and the replacement of the old feudal relations (built 
on authority and subjection) with new bourgeois relations (built on free trade and exchange values 
equity). Some of the boyars had started paying for their land to be worked, so that the value of the 
land given to the peasant should not exceed the value of the labor they received in exchange from 
the peasants.  

As Sombart showed, during the development stage of the bourgeoisie the real political powered 
belonged to the financial oligarchy. In Romania, this oligarchy had the political power while the 
bourgeoisie (made up of foreigners, especially Jews) had the economic power. (Zeletin, op. cit., p. 
127-128). The state was forced to support this social category which gathered the precious metals: 
the bourgeoisie. Thus it made sure it had the necessary income to build and maintain the 
bureaucratic apparatus and the military system which are the foundation of any modern state 
structure. State leadership over the economy by the state was a reality which unfolded while the 
monetary economy emerged as a mercantilist policy meant to insure the monetary means that were 
indispensable for the running of the state institutions. In its incipient stage of the development of 
the bourgeoisie the main source of income was insured by the produces of the land used to pay for 
the imported goods. The state supported foreign trade through: 

- developing the means of communication (as I. C. Brătianu pointed out “the first sign of 
civilization in a country are the roads, the railways and the maritime routes. When a civilized 
people conquers a new uncivilized country it cannot go further than it built roads, and it seems that 
land has no value for it without roads”. (Brătianu apud Zeletin, op.cit. p. 131) 

- setting up and supporting credit institutions (banks’ capital accumulation, starting from 
commercial capital and usury capital, fostered the establishment of the Financial Credit in 1873 and 
of the National Bank in 1880) which had significant consequences: usury was replaced by the 
banking institution as the financial capital started to belong to Romanians (the bourgeoisie started 
to lend money to the state imposing terms and conditions) and the political oligarchy turned into 
financial oligarchy or ‘bankracy’ as Zeletin called it; (Zeletin, op.cit. p. 136) 

- modernizing / europeanizing public institutions (national law was replaced by Roman law). In 
the context in which the West imposed the modernization of judicial and political institutions, 
Zeletin underlined the existence of a “disharmony” between the newly created economic, judicial, 
political and cultural institutions and the “the archaic agrarian mentality of the people” (Zeletin, 
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op.cit., p. 140) and explained this discrepancy by the fact that in Romania there had not been an 
evolutionary continuity in economic development on a period as long as the one in the advanced 
European countries and that the rapidity of economic transformations was not followed by a 
sustained modernization of institutions and mentalities. Countries such as the United States, 
Germany, Japan and Romania cut short their road to economic evolution. The bourgeoisie in these 
countries did not go from mercantilism to liberalism the way the old Anglo-Saxon bourgeoisie did, 
instead it went straight to imperialism. In the West the bourgeoisie came into being along the 
central political power and when it gathered enough strength it started the fight (often revolutionary 
fight) to take over the political power. Unlike the West, in Romania the bourgeois oligarchy came 
into being directly (it did so then and it did so nowadays) within the political oligarchy.  

Zeletin offered a sample of scientific objectivity when he wrote that:”Democracy is a heavy 
apparatus which justifies it existence only in the period of full maturity of the bourgeoisie, when it 
is all about regulating the ready formed social life. But, in the mercantilist stage, when there is a 
need for making plans, creating institutions, forming states, democracy has little point in existing: 
in this case an intelligent dictatorship is needed, ready to take the necessary measures at any time 
and to put them into practice without delay. Running a bourgeois state in its formation stage is very 
much like a military operation: it imposes the same regime of dictatorship and centralization”. 
(Zeletin, op.cit., p. 142-143) 

In the developed capitalist countries in Western Europe there came into being a powerful class 
of industrialists which dominated the financial oligarchy, attaining true democracy. In Romania, it 
was the other way around: great finances subdued industry.  

 
4. Conclusions 

 
By drawing up a sociological theory of his own, Zeletin emphasized a division of human history 

into two types: an agrarian type, dominated by the landowners (in Romania the boyars) and a 
plutocratic one, dominated by the owners of the financial capital (in Romania the bankers, at first 
foreign ones, and then Romanian ones). He believed that there were no special regulations that 
governed the development of the less developed countries; Romania’s historical evolution is the 
expression of the action of the same objective regulations which determined the evolution of the 
developed countries, regardless of place and time.  

Noticing that the elements of the bourgeois ideology appeared in the Romanian Principalities 
prior to the generalization of the elements of economic bourgeoisie, Zeletin endorsed the theory 
that states that there were “forms” before “roots”.   
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Abstract 
 

ICT development has been exponential in the last decade both at European level and globally. 
Analyzing some relevant statistics, we focused on demonstrating that ICT is being used more and 
more at the individual level, by citizens, we cannot ignore the fact that local government 
institutions are the ones that need to be responsible for educating society and getting involved in 
the development of smart cities. Finally, we discussed about disruptive technologies and their 
connection to the smart city concept. As we have seen, these disruptive technologies such as IoT, 
Big data or Open data are in the attention of private companies in order to improve their 
profitability, but public bodies still struggle to understand and implement these concepts. Few 
examples are given with regards of disruptive technologies and recommendations are formulated 
for organizations to keep up the pace with technology development.  
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1. Introduction 
 

For centuries, knowledge has been perceived as the driving force that stood behind 
technological and scientific progress. It has also always been considered as a facilitator for 
production systems that have become increasingly sophisticated over time. The first industrial 
revolution gave a significant boost to the growing position of knowledge in the production value 
chain. Its role changed again with the development of information technology and 
telecommunications (ICT) which created the information age. In the following decades, the 
importance of knowledge in trade, business and production grew and evolved into one of the 
primary factors of production in many industries. The rapid development of science and technology 
since the early 1990s has further strengthened the status of knowledge, being the main resource in 
all economic sectors related to technology, but also as the most valuable facilitator of economic 
growth and social transformation (Figure 1). 

As (Kabir, 2019) stated, ICT might be viewed only as a step in the evolution of humanity, a 
tool, and technological advances and innovation are what have initiated the rise in living standards. 
Thus, the fourth industrial revolution is considered, worldwide, as an evolution designed to ensure 
sustainable development in the context of the new economy, that is the knowledge economy. It is 
characterized by the intensification of knowledge in the provision of new products and services, the 
increasing importance of learning and innovation, globalization and sustainable development. 

ICT is a term used to refer to information and communication technology, emphasizing the 
integration of telecommunications, computers and the relevant system needed to access, share, 
transmit and also to store information. The term information and communication technology has 
been used in academic research, while the abbreviation ICT has spread worldwide after being used 
by Dennis Stevenson in a UK government report (Kelly et al., 2000). Studies have shown that ICT 
is one of the strongest driving forces of social development and will play a vital role in sustainable 
growth in the 21st century. 
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When it comes to urban development, ICT has taken over the role of changing the evolution of 
cities, introducing the innovative concept of “smart city” (Escher Group, 2014). As Bakici, 
Almirall and Wareham (Bakici, Almirall and Wareham, 2013) define smart cities as cities that use 
information and communication technologies in order to increase the quality of life of their 
inhabitants, while ensuring sustainable development, we can conclude that ICT plays a crucial role 
in the sustainable development of urbanization to ensure the best quality of the living environment 
and its citizens. 
 
2. Theoretical background  
 

It is nowadays more than obvious that there is an interdependency between ICT and smart city, 
both key concepts in urban development. The use of ICT in cities is becoming increasingly 
important, even vital in urban development, a fact that is easily observable once we analyze the 
concept of smart city. According to Mone, cities are systems of systems (Mone, 2015) and 
therefore technologies are applied to create a more efficient system that improves communication 
and exchange of information between different bodies in the city system. Many scientists agree that 
the application of ICT is what makes a city smart. Thus, in smart cities, information and 
communication technology (ICT) is seen as the core technology and among the important criteria 
for smart cities (Ahmad and Mehmood, 2015). The integration of technologies into the daily lives 
of citizens allows them the opportunity to share feedback and gain new experiences, and even to 
create new products and services. 

The essence of smart cities is to find smart solutions that enable the smart and efficient use of 
modern ICTs in the daily lives of citizens, taking into account other aspects, such as environmental 
protection and social issues. Analyzing environmental solutions, these are the responsibility of 
public administration, but also of large corporations, and they cannot afford to ignore it. Thus, the 
structure and governance of smart cities (or smart communities, if they are related to larger areas) 
are based on the institutions of the so-called green economy, which is a key aspect nowadays 
(Ferrara, 2015). In addition to environmental issues, the application of ICT in the smart city is a 
strong reason to take into account social factors related to citizens. 

Looking to the future, it is very likely that ICT will play not only a significant role as a 
technological tool, simplifying daily services and activities, but also as a tool for citizens to be 
active participants in creating and further developing of smart city. Even if ICTs should increase 
productivity, profitability, equity, information transfer, lead to less bureaucracy, etc., the costs of 
ICT infrastructure in the perspective of sustainable development must ultimately be taken into 
account. However, ICT addiction is constantly growing and will reach one of its peaks when 
people live and work exclusively in smart cities (Ahmad and Mehmood, 2015). Trust in technology 
also plays an important role in the process of involving citizens in decision-making for the smart 
city through ICT. Different societies and cultures, even religion are the factors that influence such a 
willingness of citizens to share their experience, to get actively involved and to bring development 
suggestions. We believe that it is important to study all these aspects, in particular to analyze how 
to successfully manage ICTs that can reduce risks and increase the potential of smart cities. 

In Table no. 1 we have presented the main goals of creating smart cities and also reveal how 
information and communication technology is applied in order to implement such objectives. 
Basically, ICT is almost the only and truly most applicable tool to implement the key element of 
smart cities, to create a sustainable urban environment. It is very likely that without ICT, the idea of 
smart cities will disappear, because new tools for implementing goals, such as establishing closer 
relationships, maintaining a sustainable environment, managing urban flows, city administration 
should be rediscovered, and these issues need to be considered. Also, if we take a look at it from 
another perspective, the concept of smart city was invented after information and communication 
technology was known as such, which means that ICT is the foundation that led from the beginning 
to the emergence of the concept of smart city. 
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Table no. 1 Applying ICT in creating the smart city 
The purpose of smart city ICT application 

Establish a closer relationship between 
different sectors, such as: private, 
governmental, non-governmental 
organizations, associations, other communities 
and citizens 

• Implementing the common framework or systems 
that allow different sectors to communicate more 
easily and efficiently; 
• Broadband infrastructure that combines cables, 
fiber optics and wireless networks 

Maintaining a sustainable environment Reducing greenhouse gas emissions and improving 
the energy efficiency of urban infrastructure 
(Schaffers et al., 2011)  

Urban flow management / urban development 
control 

Tracking these flows using ICT, creating 
applications for data collection and analyzing them 
to make forecasts. 

Efficient administration and management of 
the city, health care, education, real estate, 
transportation, security, etc. 

Creating applications that will run and improve 
each business sector, city cluster and infrastructure 
(Schaffers et al., 2011) 

Source: author’s own elaboration 
 

Apart from those mentioned, the vision on the technologies implemented in the smart city 
cannot be limited only to the technical means. Smart cities need smart management to function 
successfully, and one of the main challenges for the successful creation of smart cities is to 
establish a close relationship between the three parties: government, the private sector and citizens. 
The government sector in this case could include state bodies, associations or other communities, 
private sector actors can also range from large enterprises to a very small non-profit organization. 
The third and main element in the smart city are the citizens. Close communication and two-way 
understanding, as well as cooperation between these three types of stakeholders, is a key to success 
not only at macro level but also within a single city or community.  
 
3. Research methodology 
 

In the current paper we discuss a wide-spread concept with connections to all fields, not only 
economy: information and communication technology, as a foundation for the development of 
smart city projects and solutions. We debate the role of ICT in the smart city, but also the effects of 
the development of this sector in the economy analyzing and comparing some statistical data issued 
by Eurostat for the year 2019. Indicators of economic and social development in the ICT sector 
provide a statistical view of the use of ICT at both European and global level. By comparing them, 
we conclude that ICT is used more and more every year and we could even observe some 
saturation. This high development of the sector had usually led to disruptive technology in the past 
and current state of the sector is no exception either. We focused also on bringing into attention 
some concepts defined as disruptive technologies nowadays since we believe that there is a direct 
connection between increased usage of ICT and disruptive technologies.  

 
4. Indicators of economic and social development in the ICT sector 
 

Modern developments in EU states generated by initiatives and measures aimed at shaping the 
digital single market are the key expression of the fundamental principles and elements of the 
European conglomerate, mainly those of the free movement of people, services and capital. The 
purpose of implementing the digital single market is to create a single market without borders. This 
market is estimated to contribute EUR 415 billion annually to the European Union economy (EC, 
2015). The digital single market strategy, adopted in 2015, was designed on three pillars, as 
follows: 

• better access for consumers and businesses to digital products and services in Europe; 
• creation of digital networks and innovative services; 
• expansion of growth potential that the digital economy has. 
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Still, the implementation of this strategy is blocked by the different levels of development of the 
digital economy infrastructure. Among the reasons for that we observed that this is caused by the 
different levels of the information and communication technology sector in the economies of the 
member states. Moreover, the implementation of this strategy is also influenced by the resources 
dedicated to research and development, in order to streamline the processes and technologies 
involved. We will analyze in the following section some of the indicators in order to observe hoe 
ICT has been developing the last decade. 

Accessibility and cost of ICT has led to this being more accessible to citizens across the globe, 
especially in EU beginning with 2007. At that time more than half (55%) of EU-28 households had 
internet access. This percentage has grown over years and 2018, the share of EU-28 households 
with access to the internet was 89%. Development of information society may be observed by 
analyzing broadband access and wide access statistics. Broadband is the most used internet access 
in EU, and we can observe in Figure no. 1 a percentage of 86% of EU-28 households in 2018, an 
increase of 38 points comparing with year 2008. 

 
Figure no. 1. Internet access and broadband internet connections of households, EU-28, 2008-2018 (% of 
all households). 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Eurostat 
 
Figure no. 2 shows that Netherlands with 98% of households with internet access in 2018 is the 

leading country among EU Member States, followed by United Kingdom, Germany, Finland, 
Denmark, Luxembourg and Sweden. Bulgaria with 72% has the lowest percentage in internet 
access rate across EU. Still, one might argue that Bulgaria, Romania, Cyprus, Greece, Portugal and 
Croatia are the countries that reached a fast expansion of the proportion of households with access 
to the internet, between 2013 and 2018. Some countries such as Netherlands, Denmark, Iceland and 
Norway are relatively stable in this area since in 2013 home internet access was already almost 
saturated here. 
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Figure no. 2. Internet access of households, 2013 and 2018 (% of all households). 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Eurostat 
 
There is no doubt that there is an urban-rural gap within the EU-28 countries in what concerns 

the access to internet, as we can observe in Figure no. 3. Thus, large, medium-sized and even small 
cities have households with high access rates (between 89% and 91%), while internet access in 
rural areas is approximately 85%. This gap could better be observed in countries such as Greece, 
Portugal, Bulgaria and Romania, each with a lower overall level of internet access than the EU-28 
average. In the Netherlands, on the other side, the share of households with access to internet is the 
same for rural and urban areas, no matter the size of the cities taken into consideration. A similar 
case is attributed to United Kingdom, with only a smaller percentage in rural areas.  
 

Figure no. 3. Internet access in households by degree of urbanization, 2018 (% of all households). 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Source: Eurostat 
 

There is a percentage of approximately 85% of all EU-28 people with ages between 16 and 74 
that have used the internet in 2018. In states like Denmark, Luxembourg, the Netherlands, United 
Kingdom, Finland, Germany and Sweden, at least 9 out of 10 people have used the Internet in the 
three months prior to the survey conducted. On the other side, the lowest shares could be observed 
in Italy (74%), Greece (72%), Romania (71%) and Bulgaria (65%). In 2018 only 11% of the entire 
EU population has never used the internet is 11%, this percentage falling every year when 
compared to year 2008 when its value was 33%. More than three quarters of people in the EU-28 
have accessed the internet daily, and 7% were using it at least once a week.  
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The proportion of daily internet users per total in 2018 was approximately 89% on average in 
the entire EU with variations from 76% in Romania to 96% in Italy and also United Kingdom. 
Iceland is the country with the highest share of daily internet users among all internet users, that is 
97%. 
 

Figure no. 4. Frequency of internet use, 2018 (% of people aged 16 to 74). 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Source: Eurostat 
 
The proportion of EU citizens with ages between 16 and 74 who ordered or bought online goods 

or services for private use has continued to grow since 2013, as we can observe in Figure no. 5. 
Thus, it was 60% in 2018, while in 2013 was only 47%. High percentages have been recorded in 
countries such as Germany and Sweden (more than 75%), 80% in Netherlands, 83% in United 
Kingdom and 84% in Denmark. On the other side, Cyprus (32%), Bulgaria (21%) and Romania 
(20%) have the lowest percentages in EU of with individual aged between 16 and 74 who ordered 
or bought online goods or services for private use. 

The largest increase in the percentages of individuals who ordered or bought online goods or 
services between years 2013 and 2018 could be seen in the Czech Republic (23% more), Spain 
(approximately 21% more). Denmark, United Kingdom and Norway have the lowest percentages 
of individuals who order or buy online products or services and that is because these countries 
already had already good percentages in this field in 2013. By comparison, moderate increase in 
this indicator have been observed in Malta (8%) and Cyprus (7%). 
 

Figure no. 5. Persons who ordered goods or services on the Internet for private use in the 12 months 
prior to the survey, 2013 and 2018 (% of people aged 16 to 74). 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Source: Eurostat 
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Given that we have discussed the importance of the use of ICT in the EU, as well as the link 

between ICT and development of smart city concept, we consider it relevant to conclude that the 
use of ICT is growing both in the EU and globally. To illustrate this conclusion, we present in 
Figure no. 6 the global developments of ICT in the period 2001-2019. 

 
Figure no. 6. Global ICT developments for the period 2001-2019. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: https://www.itu.int/en/ITU-D/Statistics/Pages/stat/default.aspx.  
 
We can observe in Figure no. 6 that Internet usage increased all over the globe, with more than a 

half (approximately 53%) individuals using the Internet. Still, there are estimation that state that 
approximately 3.6 billion people do not use Internet, especially in the least developed countries, 
where only two out of ten people are online. 

In developed countries situation is at the opposite end and is approaching saturation, with 
approximately 87% of people being online. The highest internet usage percentage is in Europe with 
82% and Africa is the lowest with 28%. ITU estimated that by the end of 2019 a percentage of 57% 
of households on the entire globe will have access to the Internet. Still, households owing a 
computer was expected to grow to approximately 49%. This slow increase is due in our opinion to 
the fact that computers alone are no longer needed to connect to the Internet at home, individuals 
being accustomed nowadays to use other electronic devices as well (smartphones or other devices). 

Key barriers to the adoption and efficient use of the Internet are represented by accessibility 
infrastructure and lack of digital skills, especially when it comes to the least developed countries. 
In 40 of the 84 countries which have declared relevant data in the field, less than half of the 
population has skills such as basic computer usage (e.g. copying a file or sending an e-mail with an 
attachment). There is no doubt that more data are required, but the current findings indicate a 
strong and pressing need for governments to focus on measures to develop digital skills, especially 
in least developed countries. This is all the more necessary as, as we have already mentioned, ICT 
and their use is closely linked to the development, urbanization, emergence and implementation of 
smart city solutions designed to increase the quality of life in urban areas and beyond. 

 
5. Disruptive technologies and their economic implications 

 
It is generally accepted that development of ICT, together with technological innovation is the 

basis for increasing the productivity of firms and the economic growth of states. This general 
statement, as described by (Solow, 1956) and improved by (Romer, 1990), (Aghion and Howitt, 
1992), contains an essential truth that more productive firms will ultimately replace the less 
productive in a Schumpeterian manner. The exponential growth of economic development since 
the Second Industrial Revolution and the considerable improvement in living standards are an 
undeniable consequence of the importance of technological innovation.  
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A catalyst for economic growth, technological progress offers a lot of potential, but it can also 
be a disruptive force for the labor market and already established business models. Disruptive 
innovation, as defined by Clayton Christensen (Christensen, 1997), refers to innovation that creates 
a new market by applying a different set of values and that ultimately (and unexpectedly) goes 
beyond an existing market. This is partly achieved by capitalizing on new technologies, but also by 
developing new business models and exploiting old technologies in new ways. Products or services 
based on disruptive technologies are usually cheaper to produce, simpler, more efficient and more 
convenient to use. 

Disruptive technologies can have an impact on growth, employment and inequality by creating 
new markets and business practices, needs for new product infrastructure and different work skills. 
This, in addition to affecting existing firms in well-established markets, may also affect the labor 
market, workers' incomes and, ultimately, income distribution. Examples of disruptive technologies 
include concepts such as the email, personal computer or laptop, and smartphones that have 
revolutionized communication and the way we work or spend our free time and have taken many 
products out of use, such as typewriters, pocket cameras, and GPS devices, among others. New 
business models are also disrupting entire industries, such as Uber in the taxi industry, Netflix with 
satellite and cable TV, and Skype with telecommunications. 

Such concepts of “Internet of Things”, “Open data” and “Big data” are an integral part of smart 
city and are therefore part of the discussion on how ICT can make the city's processes more 
efficient and effective. Many urban administrations struggle to understand these concepts and are 
therefore too little or not applied at all. 

First, the Internet of Things represents everyday objects that are part of the Internet and are able 
to communicate with each other and with their users (Zanella et al., 2014). This should allow 
public and private organizations to integrate online and offline services and the incorporation of 
sensors into everyday objects that can make everything connected. This automatically leads to a 
change in the way products and services are provided to customers or citizens (Li et al., 2016). 

Second, through the use of ICT infrastructure and services, local governments, businesses, 
citizens and other organizations create Big data, i.e. data sets that are too large to be managed using 
traditional and well-known data management systems. Smart city allows the use of this data and the 
provision of services based on this data. The data can be used by public administrations and 
companies to provide personalized services but can also be used by citizens to play a more active 
role in the life of the city and the community they belong to. Therefore, Big data can lead to closer 
proximity to customers or citizens (Li et al., 2016). 

Third, Open data, which is the free availability of information, for example by opening datasets 
to customers, the public or citizens, is largely related to the concept of smart city when it comes to 
smart governance (Walravens, Breuer and Ballon, 2014). Public institutions produce a wealth of 
useful data on, for example, mobility, tourism and crime, but which are not only of great value to 
entrepreneurs, SMEs or large enterprises, but can also be used to empower citizens and increase 
participation and social involvement. Moreover, it encourages innovation and will stimulate 
governance to be more efficient and transparent. OECD stated that great potential could be 
unleashed when government data are made public (Ubaldi, 2013). These Open data can be used 
freely, reused and distributed to anyone and by anyone. However, the current status quo on Open 
data, especially those issued by public organizations, is still immature (Vilajosana et al., 2013; 
Clarke and Margetts, 2014). The necessary departments and expertise are often lacking. For 
example, in the Netherlands the first improvements were made to an open data culture, so the 
municipality of Utrecht set up an Open Data Officer position. However, many questions and 
challenges remain in this area, and governments are still working to address these issues, what 
business models are appropriate and how to improve existing practices. 

In addition, while urban planning history and theories have focused on long-term development 
(between 20 and 50 years), the focus of Big Data is on short-term thinking about the functioning 
and management of cities (e.g., daily flows peak). Batty (2013) argues that data without theory is 
meaningless: it is not enough to just collect data, because when the amount of data increases, the 
amount of correlations also increases.  
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As the necessary theories take a longer period of time, this short-term approach may be 
unsustainable and long-term strategic planning may be desirable. From our point of view, these are 
the issues and challenges that local governments need to consider when implementing smart 
solutions for cities. 

 
6. Conclusions 

 
In this paper we have tried to demonstrate that the development of ICT is exponential in the last 

decade both at European level and globally. In this regard, we have noticed that, together with a 
more frequent application of ICT and the successful management of technology, the digital 
economy is gaining more and more ground every day. An increasing number of individuals are 
willing to use ICT as a tool to simplify their daily lives, and this is undoubtedly a major influence 
from our point of view in cities. As we have focused on demonstrating that ICT is increasingly 
used at the individual level by citizens, we cannot ignore the fact that local government 
organizations are the ones who must be responsible for educating society and engaging in the 
development of smart cities. Therefore, in our opinion, new ways of effective communication and 
the adoption of solutions to facilitate this interaction must be established. 

Last but not least, we discussed disruptive technologies and their connection to the smart city. 
As we have seen, these disruptive technologies such as IoT, Big data or Open data are in the 
attention of private companies in order to improve their profitability, but public institutions are still 
struggling to understand these concepts, still showing great difficulties in implementation. 

There is no doubt that the focal point of a smart city is to create and exploit the relationships and 
links between human and social capital and ICT in order to generate sustainable economic growth 
for the city and improve the quality of life of its inhabitants. Furthermore, the success of any 
initiative in this field would have to take into consideration the current global trends in ICT 
development, integrating some of the newest disruptive technologies and analyze economic impact 
and risks, always having in mind all the stakeholders involved and the final beneficiaries, the 
citizens. 
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Abstract 
 

 The European Union's environmental policy is one of the most complex Community policies, 
which through horizontal strategies aims to promote sustainable development and create a 
sustainable and globally competitive European economy. The European Environment Strategy 
combines the internal dimension of sustainable development with the international one, thus 
forming the core that will support the continuous increase of the quality of life and will 
permanently promote environmental protection, cohesion and economic and social prosperity. The 
general aim of the paper is to highlight the role of the trinomial of sustainable development, 
consisting of programs, theories and principles, in developing the most appropriate solutions to 
environmental problems facing countries around the world. In addition, addressing this issue aims 
to raise public awareness of the importance of knowing this trinomial, as ignoring it can create 
pressure and negative effects on all economies. 
 
Key words: sustainable development, environmental policy, principles, theories, European Union 
J.E.L. classification: Q01, O44 
 
 
1. Introduction 
 
 The Paris European Council (1972) adopted European environmental policy following the 
identification of intense manifestations related to the need for a Community environmental policy 
to accompany economic expansion. The Single European Act (1987) introduced a new 
"Environment" challenge, which will be the legal basis for a common environmental policy for 
European states, a policy which through integrated programs in horizontal strategies will pursue the 
conservation of environmental quality and the rational use of natural resources.  
 The Treaty of Amsterdam (1999) introduced, with the help of sectoral policies, the obligation to 
integrate environmental protection and the promotion of sustainable development among the main 
objectives set at European level.  
 The Lisbon Treaty (2009) brought with it new changes that complemented the EU's 
environmental objectives, namely: a first specific objective is to combat climate change, and a 
second objective is the sustainable development of relations with third countries. 

Debates on sustainable development have been the subject of numerous doctrinal discussions 
over time. The solutions that have been offered to solve the various problems (economic, social and 
environmental) that humanity faces have been, in most cases, in the background of the so-called 
register of socialist or social-democratic thinking. Sustainable development policies are under the 
imprint of statism, outsourcing / dispersing the attributions and responsibilities of social and 
economic life, from national, European and global level. This requires the implementation and 
promotion of reforms aimed at ensuring the sustainability and sustainable development of all world 
economies (Pohoață, 2016). 
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2. Literature review 
  

Sustainable development must become, both for each individual and for the whole society, a 
state of mind, a philosophy that channels the whole process towards ensuring long-term 
sustainability, respectively towards awareness of the problems raised by economic growth 
(Pohoață, 2016). The concept of eco-development has the role of creating a state of equilibrium and 
developing a process through which environmental issues will be included in the theory of 
economic development (UN Conference, 1972).  
 Problems related to sustainable development and the state of national economies and the 
environment, which influence society as a whole, are the result of economic relations between 
states of the world or between different geographical regions. Theoretical debates on sustainable 
development and understanding theories of economic growth offer, on the one hand, new 
perspectives on ensuring long-term sustainability, and, on the other hand, will be the key to 
achieving this sustainability (Bretschger, 1999). 
 In the early ‘50s, theories of dependence and modernization, known as the dominant theories of 
sustainable development, had the role of providing developing states with solutions to achieve 
certain levels of economic, social and environmental development (Pisani, 2007).  
 According to the theory of modernization, which started with liberal values, these countries, 
along the path of sustainable development, should pursue the Western mental model - 
rationalization of resource use, a model that has continuously supported the development of 
societies by opening markets, using technologies advanced, export and privatization of economies. 
Within the theory of dependence, which starts from the Marxist analysis, the connections between 
the two worlds, of the developed countries and of the developing states, are conceptualized and 
seen as economic relations that are not related to development. This is also supported by the fact 
that this theory emphasizes the economic domination of the capitalist system, which, through the 
nuclei of Western power, retains control over less developed countries. Both theories, the theory of 
development and the theory of modernization, have undergone changes in order to adapt them to 
the changes that have occurred worldwide (Peet, 1999). 
 The neoclassical economy aimed to maximize welfare, an objective that was the starting point 
of neo-liberal policies (Varian Hal, 1990). The neoclassical theory of development considered 
increasing production a viable solution in the fight against poverty eradication, so a path to 
progress and development (Dragulanescu, 2013).  
At the same time, the neoclassical approach started from the idea that technical progress and the 
self-regulatory capacity of the free market (considered the core or source of economic efficiency 
and human well-being) have the possibility to ensure, on the one hand, unlimited substitution 
between forms of capital, which determines the decrease of the constraints resulting from the lack 
of resources, and, on the other hand, a sustainable growth (Tietenberg, 2006). 

At the center of this theoretical thinking can be placed as the first reference element 
Solow's model (Solow, 1956). In this model, economic development is characterized by a 
consumption that does not decrease over time (consumption), and sustainability is shaped in the 
form of limitations related to the use of resources, presented by the Hartwick-Solow rule (Solow, 
1974). At the foundation of these models is the ability to achieve a perfect substitutability between 
natural capital (renewable and non-renewable resources) and other categories of capital, which 
includes both man-made capital and physical capital (Hartwick, 1977). 
 According to classical economists (Marx, Malthus, Mill and Ricardo), the entire economic 
activity will be permanently under the auspices of the environment (conditioned by the 
environment), and the market will continue to be the foundation of economic growth 
(Dragulanescu, 2013).  
 On the other hand, traditional neoclassical economists, unlike classical economists, view the 
economic system as a closed and linear system and do not see the importance of a connection 
between the two systems (economic and environmental). From their point of view, the environment 
exists to be transformed, and resources are used to ensure market balance (Turner, Pearce, & 
Bateman, 2003).  
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The relationship between economic growth, the use of resources and the capacity to assimilate 
waste by the environment has led to an idea that sustainable development can be achieved only if 
economic growth and population tends to zero or if manages to reach a state of equilibrium (Daly, 
1990). 
 Economic science must respect the laws of nature and the damage done to the environment must 
be kept to a minimum, so that there are no negative effects on the environment and no loss of well-
being and quality of human life.  
 Sustainable development is a constantly changing process in which the exploitation of 
resources, the orientation of technological developments, investment management and institutional 
change must be in deep harmony, in order to intensify the degree to which current and future 
capacities will meet human needs. Thus, following the accelerated degradation of the biosphere, 
but also as a result of global pressures, appropriate environmental protection measures are required. 
The principles of sustainable development encompass a unique set of strategies that lead to a 
clearer understanding of society's interaction with the natural environment. Any principle of 
sustainability (Table 1) is a factor underlying the foundation of strategic and integrated 
management of sustainable development. 

 
Table no. 1 Principles of sustainable development 

Source: Author’s processing after: https://www.studocu.com/en/document/academia-de-studii-
economice-din-bucuresti/ economie-economics/lecture-notes/capitolul-15-crestere-economica-si-
dezvoltare-durabila/2301092/  

 
Therefore, the basic principles of sustainable development make possible the interaction and 

harmonization of different sectoral and development strategies with the horizontal sustainable 
development strategy and at the same time provide a general type of guidance for: setting strategy 
priorities, setting goals and tasks defined in - a more specific way, the framework and the means of 
application. The basic principles have been formulated and adopted by the relevant bodies of the 
UN, respectively of the EU. Environmental policy is considered an integral part of economic 
development strategies. In the early 1970s, political actors and civil societies turned their attention 
to the environment through public reactions to that carefree well-being (McCormick, 2006). 

In this respect, these years have been the starting point for the presentation of environmental 
objectives and principles which have subsequently been developed through the Environmental 
Action Programs. The MAPs (Table 2) are a combination of programs developed in the medium 

Principles of sustainable 
development 

 

Content 

The principle of ensuring equal 
opportunities for future 
generations 

 Expression of the collective property right  
 The collective right must be a priority, over the personal 

property rights  
 

The principle of economic and 
social inequality policy 

 Expression of the right to ensure the present and future 
generations the necessities of a life: 

               Healthy              Safe             Productive             Fulfilled 
 

The principle of diversity of 
biological and spiritual - 
cultural life 

 Expression of respect and maintenance of development 
potential 

 Expression of our participation in the evolutionary process  
 

The principle of population 
sovereignty 
 

 Expression of people's right to decide about the use of 
available resources 

 The consequences of decisions to be borne by those who 
made them  
 

The principle of mutual 
responsibility 
 

 To those who have the ecological resources, to manage them 
in the interest of future generations 

 To those who possess special knowledge, to share it with 
those who could benefit from it 
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term and aim at a certain verticality in addressing the problems encountered. The activities, 
regarding the environmental policy, within the European Union are carried out based on some 
scenarios, established by the program, paying, preferentially, attention to the problems that have 
been identified (Petrescu-Mag, 2011).  

The EU's environmental policy is based on the Environment Action Programs, which have been 
adopted by the European Council and the European Parliament. 

 
Table no. 2 Environmental action programs 

Environmental 
action program 

Period Characteristics 

EAP 1 1973-1977  Sectoral approach to combating pollution 
 Promotes the need for water and air protection 

 
EAP 2 1977-1983 

EAP 3 1983-1986  It reflects the evolution of 
Community  

 Development of the internal 
market 

      Environmental 
objectives should be 
correlated with those  

of the market 
 Environmental protection must 

be a component of all 
Community policies 

 
Single European Act 

EAP 4 1987-1992  It reflects the evolution of 
Community policies 

 Development of the internal 
market 

       Environmental 
objectives to be  
correlated with 

those of the market 
 Environmental protection must 

be a component of all 
Community policies 

 
Single European Act 

 Promotes the integrated approach to environmental policy 
 Introduces the concept of sustainable development 

EAP 5 
 

1993-2000  WFP 5 also called Towards sustainable development 
 Sustainable development is transformed into an environmental 

policy strategy 
 Integrating the environmental dimension into all other 

Community policies 
 Changing the direction of environmental policy towards a 

consensus-based policy 
 Moving from a control-based to a prevention-based approach 
 Use of economic and fiscal instruments 

EAP 6 2002-2012 
 

 WFP 6 also called Our Choice, our future 
 Set environmental priorities 
 He identified 

four priority 
areas  

Conservation of natural 
 resources and waste 

 management  
Climate change and global warming 

Nature protection and 
 biodiversity  

Health in relation to the environment 
 It provides for 

the 
development 
of 7 thematic 
strategies  

Air quality 
Soil protection 

The use of pesticides in the context of 
sustainable development 

Protection and conservation of the  
marine environment 

Recycling and waste prevention 
Urban area 

Continuous use of natural resources 
 Adapting environmental instruments to market principles and 

mechanisms 
Source: Author’s processing after:  http://www.editura.bioflux.com.ro/docs/Petrescu-Mag.pdf 
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The Seventh Agenda supports the implementation of the results and commitments made at the 
2012 United Nations Conference on Sustainable Development (Rio + 20), namely the 
transformation of the global economy into a green economy in the context of sustainable 
development. This program is a point of support for the implementation of environmental actions, 
while promoting investments related to the environment and climate. The coherent and integrated 
development of environment and climate policy will be the basis for ensuring an economy, but also 
for a well-prepared Union society that will be able to meet current and future environmental 
challenges. Through an efficient and rational use of resources, the existing pressure on natural 
capital until then will be reduced. Action at EU level to reduce and adapt to climate change will 
increase society's resilience and stimulate innovation to ensure the necessary conditions for the 
protection of natural resources. 

 
3. Research methodology 
 

For the realization of this paper, the analysis of secondary data was used as research 
methodology. Thus, data were collected and reports prepared by the European institutions were 
studied, as well as research papers and articles published in international journals. Throughout the 
article, we used descriptive and explanatory methods to render the information gathered as clearly 
as possible. Also, deductive methods have been used based on which future research topics can be 
outlined. The research method used is qualitative in nature, being useful in exploring information 
on sustainable development. 
 
4. Findings    
 
 Population growth, production and consumption have led to an irrational and uncontrolled use 
of natural resources. These increases were also accompanied by the appearance of large amounts of 
waste, which influenced the rupture of the primary balance and the spontaneous cycle in the natural 
environment (Carson, 1962; Commoner, 1971). Also, the traditional economy must be considered 
as part of a larger economy, an economy that manages, on the one hand, to support the global 
structure of life and, on the other hand, to support the interdependence between the economic 
system and medium (Turner, 2003). 
 European environment policy is guided by environmental action programs that have been 
designed to support, both within the Union and internationally, the achievement of environmental 
and climate change goals. Through the MAPs, the Union has succeeded in developing a fairly 
complex system of horizontal laws, developed the principles and tools for action and made the 
transition from a sectoral to an integrated approach. 
 Implementing the concept of sustainable development is an opportunity for a cleaner 
environment and a much better quality of human life. Sustainable development, viewed from a 
theoretical point of view, once again highlights the need to conserve capital for future generations, 
an objective that can be ensured through efficient economic management of natural resources, 
resource recirculation and maintaining ecological balance (Raszkowski, 2019). 
 
5. Conclusions 
 
 Today, the EU can be said to be the world's largest provider of long-term development 
assistance. The European Union's policy is based on economic, social and environmental 
principles, as well as on fundamental policies aimed at the sustainable development and 
sustainability of society as a whole. The increase of the productivity of the consumed resources will 
be a factor that will lead, on the one hand, to the decrease of the depletion rate to the most 
important categories of raw materials, and, on the other hand, to the increase of competitiveness 
and ensuring long-term sustainability. Also, in order to achieve the objectives of sustainable 
development, it is necessary to implement appropriate combinations of coherent macroeconomic 
policies through which to ensure the sustainability of resources used for growth and environmental 
protection, which are considered complementary and mutually dependent strategies. 
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Abstract 
 

The establishment of the Economic and Monetary Union and the accession of the Central and 
Eastern European countries have created both opportunities and challenges for the regional 
group. Nowadays, one of the most pressing challenge for the European Union is to achieve long-
term economic convergence between its Members. The main purpose of this paper is to examine 
real convergence in the Euro Area by focusing on the economic performances of the New Member 
States. In order to capture the evolutions that occurred in the Euro Area between 1995 and 2019, 
we have studied β- and σ-convergence models. The results of our study suggest that the New 
Member States included in the Eurozone have made considerable progress in terms of catching up, 
experiencing higher growth rates than the early adopters. While in the New Member States, the 
income gaps significantly decreased between 1995-2019, the early adopters experienced an 
opposite trend: divergence. Consequently, in spite of the positive path of the New Members, 
convergence remains a desirable goal for the Euro Area. 
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1. Introduction 
 

After more than half a century since its establishment, European Union is still perceived as a 
unique actor in the global economic and political landscape. After the evolution of the regional 
integration process from custom union and single market to Economic and Monetary Union, 
another representative moment in the history of the European Union was the accession of the 
countries from Central and Eastern Europe and of the two Mediterranean islands at the beginning 
of the 21st century. Soon after joining the European group, seven of the New Member States also 
became part of the Euro family: Slovenia (2007), Cyprus and Malta (2008) Slovakia (2009), 
Estonia (2011), Latvia (2014) and Lithuania (2015). Taking into consideration the challenges that 
recently occurred both at regional and global level such as the economic and financial, sovereign 
debt and the migration crises, the New Member States that are not still part of the Euro Zone are 
analyzing the costs and benefits of joining the Euro Area. The main purpose of this paper is to 
study real convergence in the enlarged Eurozone by comparing two groups of economies: the early 
adopters of Euro (Austria, Belgium, Finland, France, Germany, Greece, Ireland, Italy, Netherlands, 
Portugal, Spain) and the New Member States (Cyprus, Estonia, Latvia, Lithuania, Malta, Slovenia, 
Slovakia). In order to capture the economic landscape of the Euro Area, we have calculated the 
unconditional (absolute) convergence using β-convergence. Subsequently, we have studied if the 
income gaps between the New Euro Member States and the Old Member States diminished 
between 1995-2019, using σ-convergence. 
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2. Literature review 
 

With the establishment of the Economic and Monetary Union at the end of the last century and 
the subsequent waves of expansion, theorists and policy makers have become increasingly 
interested in examining the costs and benefits of the Euro adoption. Although initially, analysts 
focused mainly on the Maastricht criteria, they have recently shifted their attention towards real 
convergence. In contrast with the Maastricht criteria, which are mainly considered as prerequisite 
for joining the Euro Zone, real convergence focuses on a wider set of determinants referring to the 
standard of living, quality of life, labor market, productivity, investment, trade and 
competitiveness. According to Šaroch et al. (2005), the Maastricht criteria overestimate the 
importance of monetary and financial indicators, to the detriment of the real determinants. From the 
perspective of Šaroch et al., meeting the nominal criteria represents the political will of the 
Member States to join this club, rather than reflecting the concrete economic measures taken to 
become part of the Euro Zone. Šaroch et al. considers that the Maastricht criteria could prove to be 
appropriate only for the developed European countries. In contrast, the efforts of the New Member 
States to meet the nominal criteria could lead to structural and monetary vulnerabilities in these 
economies, threatening the stability of the Community. 

Analysts such as Diaz del Hoyo et al. (2007), Dyson (2007), auf dem Brinke (2015), Gros 
(2018), Franks et al. (2018) and Tokarski (2019) examined convergence in the European Union by 
focusing on the evolutions which took place in the Euro Area. Diaz del Hoyo et al. (2007) 
concluded that in spite of the high expectations which accompanied the introduction of the Euro 
currency, the benefits were not considerable in the field of real convergence, mainly for the New 
Member states from Central and Eastern Europe. In contrast, the analysts emphasized that the 
market-oriented reforms, which accompanied the pre-accession period, played a more important 
role in the catching up process of these economies than the adoption of the single currency. From 
another perspective, Franks (2018) considers that although income convergence is not a 
compulsory condition for the functioning of the Economic and Monetary Union, it remains a pillar 
of the European integration process, which can also strengthen the unity of the Euro economies. 
Moreover, Franks demonstrated that income convergence occurred in European Union (12) 
between 1960-1992, but it has lost its intensity with the creation of Economic and Monetary Union 
in 1992. At the same time, the economic and financial crisis had a significant impact on the early 
adopters of the Euro, eroding the gains accumulated over the past decades. Last, but not the least, 
Tokarski (2019) studied the nominal and real convergence in three founding Member States - 
Germany, France and Italy. According to the analyst, one of the main challenge for the European 
Union derives from the different economic, political and social backgrounds of its Members. The 
analyst pointed out that the divergences between the founding states are mainly determined by the 
different economic models and the degree of public intervention.  

Lane (2006) analyzed the costs and benefits of the European single currency, concluding that 
that the introduction of the Euro represents “a remarkable monetary experiment” that hasn’t 
achieved yet its objectives. Lane (2006) noted that the introduction of the single currency has 
increased the cyclical divergences between states. However, the adoption of the common currency 
has also brought a number of benefits, such as increasing the trade and capital flows, which 
generate significant prosperity gains for the group. 
 
3. Research methodology 
 

Real convergence is a complex process that can be analyzed taking into consideration a wide set 
economic determinants and methods. The hypothesis of economic convergence began to be studied 
using quantitative methods in the second half of the last century, analysts measuring the income 
gaps between developing and rich countries based on the convergence equation. Taking into 
consideration the scope of this paper, we have tried to study the absolute (unconditional) 
convergence, which assumes that the less developed economies experience higher productivity 
rates than the developed ones and consequently, higher growth rates. β-convergence aims a 
potentially negative relationship between the initial level of income of an economy and the 
subsequent growth rates, assuming that the poorer countries will grow faster than the developed 
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ones. According to the neoclassical growth model exponents, the growth rate is based on the higher 
profitability of the capital in the less developed countries. The equation of β-convergence under the 
absolute framework assumes that the growth rate in the analyzed period of time is explained by the 
initial level of income, so that a negative relationship between the two variables suggests the 
convergence process. β-convergence is accompanied by σ-convergence hypothesis, which 
presumes that income gaps between countries or regions decrease over time and finally disappear. 

 
The equation used to test (absolute) β-convergence is presented below: 
 
 

1
𝑇

[
𝑦𝑖𝑖
𝑦𝑖𝑖−1

] = 𝑎 + 𝛽1𝑙𝑙(𝑦 𝑖𝑖) + 𝜀 (1) 

 
𝑦𝑖𝑖 and 𝑦𝑖0 R = income per capita in economy “i”  in the years t and 0 

 
σ-convergence has been calculated taking into consideration the coefficient of variation of the 

data sets. The indicator has been computed as follows: 
 

𝜎𝑖2 = (
1
𝑙

)�[(𝑦𝑖𝑖) − 𝜇𝑖]2
𝑁

𝑖=1

 
(2) 

 
𝑦𝑖𝑖  =  GDP per capita of economy “i”  

    𝜇𝑖 = arithmetic average of 𝑦𝑖𝑖   
 

𝜎 =  �𝜎2,    𝐶𝐶 =
𝜎
𝜇

 (3) 

 
 

4. Findings 
 

The main objective of our paper was to study real convergence in the Euro Area by focusing on 
the evolutions which occurred in the New Member States. In this respect, Figure no. 1 illustrates 
the results of β-convergence, computed for 18 Member States of the Euro Area (taking into 
consideration the deviation from the European Union’s average, we excluded Luxembourg from 
the quantitative study). Our analysis was based on the neoclassical growth model assumptions and 
the relevant indicators were determined taking into consideration the values of GDP per capita 
between 1995-2019. 

Figure no. 1 compares the evolution of the annual growth rates between 1995-2019 with the 
initial levels of income of the Euro states. The negative slope of the trend line confirms that the 
countries with initial lower income experienced higher growth rates than the developed ones. 
Particularly, the Central and Eastern European states experienced a high catching up speed, ranging 
from 11% (Lithuania) to 4.4% (Slovenia). The majority of the initial adopters of the Euro 
experienced annual growth rates between 2.2% and 3.4%, with the exception of Ireland that had a 
higher speed of convergence reaching on average 7.8%. The catching up speed at Community’s 
level was around 2.5% per year between 1995-2019, while in the Euro Area around 2.9%. As 
shown above, the New Member States from Euro Area showed the highest growth rates between 
1995-2019. Overall, our analysis confirms the neoclassical growth model assumptions as the initial 
poorer Members experienced better economic performances than the developed Euro Area 
countries. 
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Figure no. 1. β-convergence in the European Union and Euro Area between 1995 and 2019 
 

 
 

Source: Author’s computation 
 

In order to examine if the catching up process was accompanied by a reduction of the income 
gaps, we have tested the σ-convergence hypothesis. In this respect, we have studied the evolution 
of the coefficient of variation in two main groups - European Union and Euro Area – and two 
subgroups – Old Euro Member States (11) and New Euro Member States (7). Figure no. 2. 
illustrates that income disparities both within European Union and Euro Area decreased 
approximately at the same pace (27% between 1995 and 2019), although convergence remains 
higher at Community’s level. However, the positive trend occurred within the Euro Area was 
determined by the improvement of the income distribution in the New Member States. In this 
subgroup of countries, β-convergence was accompanied by σ-convergence, as the income gaps 
between its seven Members decreased with 86% between 1995-2019. In contrast, in the Old Euro 
Member States occurred an opposite trend: the income divergences increased with 23%. Overall, 
our analysis suggests that income gaps between countries diminished in the last 25 years at 
aggregate level, with the New Member States seeing major improvements. However, a great 
challenge for the European Union is to ensure economic growth and cohesion for the early adopters 
of the single currency.  

Figure no. 2. σ-convergence in the European Union and Euro Area between 1995 and 2019 

 
Source: Author’s computation 
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5. Conclusions 
 

The recent turmoil which occurred both at regional and global level emphasized the necessity to 
preserve the unity between the Members of the European Union. In the cotemporary economic and 
political landscape, maintaining convergence between the founders and the New Member States 
becomes increasingly challenging. The main purpose of this paper was to study real convergence in 
the European Union by focusing on the evolutions which occurred in the Euro Area between 1995-
2019. In this respect, we have tested β- and σ-convergence, also conducting a comparative analysis 
between the New Member States and the early adopters of the Euro. Our study suggests that 
convergence occurred in the Euro Area in the last 25 years, the catching up speed being around 
2.9% per year. The highest growth rates were recorded by the poorer New Member States from 
Central and Eastern Europe, as assumed by the β-convergence hypothesis. Moreover, we have 
found evidences in favor of σ-convergence, as the income gaps decreased also within European 
Union and Euro Area. However, σ-convergence was experienced only by the New Member States 
subgroup, which succeeded to reduce the internal income gaps with more than ¾. The early 
adopters of Euro exhibited the opposite process: increasing divergences between them. Overall, our 
study suggests that the New Member States are the main winners of the catching up process. In 
contrast, for the early adopters of the single currency, is becoming increasingly difficult to maintain 
economic growth and cohesion.   
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Abstract 
 

This article presents a study on the development of tourism activities in Region 2 South East, 
especially in protected areas from the perspective of the national strategy for ecotourism 
development and with interferences of cultural tourism well supported by ethnic and cultural 
diversity, both in Dobrogea and in areas mountains located at the edge of the Carpathian arc. The 
fundamental arguments of this approach are provided by the large number of protected areas 
existing in the coastal area and the delta, as well as in Vrancea and Buzău counties where the 
maintenance of cultural traditions offers the possibility of a better capitalization of local resources. 
The main actors in these areas are also active factors in identifying the main lines of tourism 
development in the current particularly complex conditions, 

 
Key words: ecotourism, protected areas, region, strategy and sustainable development 
J.E.L. classification: L83, M10, Z32 
 
1. Introduction 

 
In Romania, ecotourism activities are more and more practiced in almost all regions of the 

country. If we look at this option in terms of generating a new philosophy of tourism development, 
we find that the main promoters are non-governmental organizations and travel agencies that are 
increasingly obliged to respond to the challenge of the international situation on the impact of the 
Covid-19 pandemic. 

 
2. Theoretical background 

 
"Ecotourism is a form of tourism developed in natural areas, whose purpose is to know and 

appreciate the local nature and culture, which involves conservation measures and ensures an active 
involvement, generating benefits for the local population." (Nistoreanu, 2003) 

Open spaces, tourist routes in reservation areas along with existing cultural heritage, are the 
most appropriate solutions to ensure decent social distancing and offer the consumer of tourist 
services the opportunity to better understand the environment and cultural traditions in the tourist 
location of their choice. for the group they represent, the visiting family or institution. Thus, 
tourism in nature reserves or in their adjacent areas contains educational features, minimizing the 
negative impact on the natural and socio-cultural environment. Through its activities, it supports 
the protection of natural areas, by generating benefits for the local communities they belong to, 
providing new jobs and sources of income for the population of these localities. 

Starting from the multiple interconnections of tourism with the branches and sectors of the 
economy, with the tendencies at national and regional level, the development can be projected as 
having term of reference these evolutions. "Regarding ecotourism - an integral part of sustainable 
tourism - its perspectives must be thought in correlation with the world and national economy in 
domestic and international tourism." (Hornoiu, 2009) 
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3. Research methodology 
 

The research methodology used is the documentary one, of studying the relevant articles for  
the topic of in-depth research, published in various specialized publications. To achieve the 
proposed objectives I will use content analysis, through which I will analyze secondary sources of 
information, such as reports and research conducted in the field of rural tourism.  

At the same time, this method will allow me to highlight many theoretical and practical aspects 
regarding the development of rural tourism in Romania, especially in Region 2 SE. By collecting 
and centralizing bibliographic sources on rural tourism, we provided the necessary information 
support for this complex analysis. 

 
4. Results 
 

Relevant in supporting the research are the natural resources, representing the physical support  
of the tourist activities and the ways of their capitalization. 

 
4.1 Natural resourches 

 
The ecotourism resource in Region 2 South-East is represented by the most diverse forms of 

mountains, plains, major hydrographic networks, coastal areas and one of the most beautiful delta 
systems (Danube Delta). This is a consequence of the physical and geographical conditions in the 
region where we have present three of the five biogeographical regions of Romania, namely: 
continental, alpine and Pontic. 

A consequence of this structure is the positioning of the 105 nature reserve areas, of an 
unprecedented diversity, with a concentration in the mountain area: Buzau and Vrancea, where we 
have 53 protected areas, with examples in Table no. 1 and the Pontic area: Constanta and Tulcea 
where we find another 52 protected areas, where the ones from Table no. 2. 

 
Table no. 1 Protected areas in the mountain area (Buzău and Vrancea) 

The name of the protected area Location Area (ha) 
The hill with the Chernivtsi Bats Cernatesti 10.59 
The Muddy Volcanoes from PăcleleMici Berka 10.20 
The Muddy Volcanoes from Păclele Mari Scortoasa 15.20 
The Living Fire from Andreiașu de Jos Andreiașu de Jos 12.00 
Lepșa-Zboinea Forest Lepşa 210.70 
Putna Waterfall Lepşa 10.00 

Source: Wikipedia, 2020 
 

Table no. 2 Protected areas in the Pontic area (Constanța and Tulcea) 
The name of the protected area Location Area (ha) 

Hagieni Forest Albeşti 431.63 
The Key Geological Massif Cheia 387.95 
Lake Techirghiol Techirghiol 1229.98 
Corbu-Nunta-Istria Corbu, Istria 1610.00 
Letea Forest C.A.Rosetti 2825.00 
DealulBujorului Natural Reserve Babadag 5.80 

Source:  Wikipedia, 2020 
 
Along with the natural setting, this space also benefits from an ethnographic and folkloric 

potential of great authenticity. This natural dowry, complemented by the cultural dowry 
represented by architectural values, historical and art monuments, traditional crafts, folk customs, 
define the ecotourism potential of the region. 

 
 

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

167



There is a complex approach to tourism activity in protected areas regulated by Government 
Emergency Ordinance no. 57/2007, regarding the regime of protected areas. Two of these areas, 
namely: areas with full protection and buffer zones, allow the development of ecotourism activities, 
without construction and investment, an absolutely mandatory constraint for the preservation of the 
natural environment. The third area, considered as an area of sustainable development of human 
activities, allows investments to be made in compliance with the principle of sustainable 
development of tourism within the communities where these activities take place. Local authorities, 
in collaboration with the national institutions responsible for the management of these areas, will 
promote actions aimed at respecting the correlation between biodiversity conservation, 

 
4.2 . Ways of capitalization 

 
An important role in the infrastructure for visiting national parks is played by the information 

centers in those localities or adjacent ones, some of them being achieved through measure 313, 
within the National Rural Development Program 2007-2013, or through partnerships such as 
public-private-civil society, where NGOs have a major role. Within these information centers there 
are also exhibition spaces, conference rooms where cultural events complementary to festivals, 
local holidays can be organized, which attract visitors and offer them the possibility to diversify the 
tourist options in the area. 

There are a number of 17 information centers set up in Region 2 South-East, through the 
National Rural Development Program, worth 2.3 million euros. In order to support the activities in 
tourism, within measures 6.2 and 6.4, including on ITI, we have in Constanta and Tulcea 49 
protections, worth 9.3 million euros and 43 projects on ITI, worth 8.3 million euro. The agro-
pensions are those that represent the fundamental support for the realization of the tourist activities, 
the other activities represented by the leisure and their related services, are presented in the 
following table: 

 
Table no. 3. Measure19.2 - Agropensions 

County Number of agro-pensions The value of investments 
Tulcea 20 781,550 euros 
Constanta 4 538,899 euros 
Buzau 3 269,106 euros 

Source: AFIR.info 
 
The presence in these natural parks of homologated tourist routes, mostly administered by the 

County Councils, offers the possibility for tourists to recreate in the middle of nature in special 
conditions. 

Currently, ecotourism programs are concentrated in the Danube Delta biosphere reserve (boat 
rides, boats, canoes, flora and fauna observation) and in the Macin Mountains National Park 
(horseback riding and hiking, with tourist guide inside the reservation). The natural and anthropic 
tourist potential of the Danube Delta gives it a unique character in Europe and even in the world, 
both ecologically and in terms of habitat in the deltaic environment, through a special variety and 
originality of landscape, morphohydrology and fauna. (Nistoreanu., 2003) 

The forms of tourism practiced in the Danube Delta are: 
• knowledge tourism; 
• rest and recreation tourism; 
• rural tourism; 
• scientific tourism; 
• balneary tourism; 
• tourism for practicing sports. 

Given the outstanding natural resources in Region 2 Southeast, ecotourism takes place in nature 
and offers tourists a direct and personal experience, and contributes to a better understanding of the 
need to protect nature, appreciation and the joy of discovering it. 
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The ecotourism product highlights the natural and cultural environment in which it takes place 
and is constantly qualitatively correlated with the best practices of tourism and planning in terms of 
sustainable development. 

The protection of natural areas is an objective of ecotourism in the conditions of development 
and management strategy at the level of natural parks. Ecotourism contributes to the preservation 
of local culture and traditions and must ensure a reduction of the negative impact on the local 
community visited. 

 
Table no. 4.  The place and importance of ecotourism development strategy 

Trends Motivations Development strategy  
Increasing leisure and 
demand for travel in 

natural spaces 

Protecting and conserving the natural 
and cultural heritage 

Master plan for the development of 
national tourism 

Increasing population 
mobility 

Increasing the tourist experience National strategy for sustainable 
development 

Socio-demographic 
changes 

Benefits to protected area administrators 
and the local community 

Tourism development strategies at 
local level 

Improving the image of 
protected areas 

Ecotourism has become a very dynamic 
form of niche tourism. 

Strategies for the development of 
tourism in naturally protected areas 

Source: OMT (2007), Master Plan for the Development of National Tourism 2007 – 2026 
 

5. Conclusions 
 

The current evolution of tourism in the area of protected areas is the result of a strategy 
established following studies and recommendations made by local public authorities and requests 
made by tourists as well as conclusions from other stakeholders, institutional partners in each 
county of Region 2 Southeast . Within this strategy we consider the creation of new tourist 
products and the diversification of the tourist offer based on natural resources, incompletely 
capitalized so far. 

Given the peculiarities of tourism in addition to tourist circuits in protected areas, it is necessary 
to include historical cultural circuits. Many of the events on the agendas of local public authorities 
could be a basis for media coverage of convergent programs to visit natural parks, in connection 
with historical and cultural monuments. 

This change can be easily promoted in the area of the Romanian coast, very rich in 
archaeological remains from Mangalia to Tulcea, in almost all localities near the Black Sea. 
Inclusion in these strategies of medium and short term priorities leading to the development of 
tourism management and marketing activities such as promoting tourism objectives on a unique 
website in the region, with the support of institutions interested in activating the economic 
environment, in the current conditions of elimination of environmental and health risks in the 
development of ecotourism as a source of new business. 

In local communities where there are such natural resources, it is important to attract private 
investors, ensure access to funding for projects for tourism development, with the support of 
management organizations, accredited and specialized in structuring important project portfolios.  

The reorientation of the traditional tourist towards open spaces and tourism in nature, obliges us 
to change the argument of local communities in the development of specific tourism infrastructure 
and tourist leisure services, in order to make public investments in leisure infrastructure 
development, making appropriate arrangements for sports in nature, both in the mountainous area 
and in the coastal area. 

„Tourism, from an economic, socio-cultural and ecological point of view, is sustainable. In this 
way the economic, socio-cultural and ecological impact is not permanent, nor irreversible ”(Morris, 
2013) 

The aim of sustainable tourism is mainly to have as little impact on the local environment and 
culture as possible with an improvement in living conditions in local communities, as a result of 
increased incomes and job creation, and the conservation of ecosystems. Through the dynamism of 
this sector, tourism has a very large contribution to sustainable development, with implications for 
economic growth in regions and tourist destinations. 
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For these reasons we can see three essential aspects of the relationship between tourism and 
sustainable development:  

• Interaction: the nature of tourism, as a component of the service industry, involves a 
direct and indirect interaction between tourists, host communities and the local 
environment; 

• Awareness: through tourism activities, tourists become aware of environmental issues 
and cultural differences, paying more attention to sustainability; 

• Motivation: most tourist activities are based on the desire of tourists to visit regions 
with an intact, attractive natural environment and to get in touch with local 
communities. (Patrichi, 2012) 

 Starting from the profile of the tourist in natural areas and the four dimensions: travel motivation, 
preferred activities, accommodation and information sources, we find that a consistent involvement 
of local authorities and civil society partners is needed to attract investment in the realization of 
tourist and leisure objectives of a high quality level, which would offer the possibility of a pleasant 
holiday.  
 Two of them:  

• travel motivations - nature (flora, fauna, relief) 
• favorite activities - observation and understanding of nature (visiting national parks, 

observing wildlife), cultural-historical activities (wikipedia, 2020), 
represent the main factors in choosing the tourist destination, in the current conditions of changing 
the orientation of tourism development towards open spaces. 
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Abstract 
 

International tourism, worldwide, is in an unprecedented situation, the current crisis - the SARS 
CoV-2 pandemic being estimated to have a much stronger impact on the arrival of international 
tourists worldwide than the effects of the previous 3 crises which affected tourism (the SARS 
pandemic, the terrorist attacks of September 11, 2001 and the global economic crisis. 

Most countries have taken measures to restrict traffic, close borders, isolate their population, 
quarantine the infected people, and equip hospitals to fight this "invisible enemy". However, 
economic activities, including tourism, must be resumed. 

People are tired of restrictions, they want to travel, even if they have to follow new rules so as 
to coexist with the new virus. 

Depending on the epidemiological evolution and the measures taken, Romania can attract more 
tourists, Romanian and foreigners, especially to the seaside. However, the absence of adequate, 
measures, can lead to severe restrictions upon tourism activities. 

 
Key words: mass tourism, seaside tourism, the new Coronavirus (SARS-CoV-2), impact, 
predictable evolution 
J.E.L. classification: Z31, Z33, Z38, Z39  
 
 
1. Introduction 
 

Since the late 1950s, numerous tourist areas in Europe and other parts of the world, especially 
coastal areas, have begun to develop their tourist reception infrastructure for a growing and 
accelerated unprecedented tourist demand. After the recovery of the economies affected by the 
Second World War, large groups of people, from various social categories, beneficiaries of better 
wages and longer paid vacation leave, "invaded" holiday destinations. 

As Professor Bill Bramwell pointed out, this development has also been possible due to 
innovations in transport technologies, especially in commercial jet airlines. Another key element 
was the widespread sale in the tourism industry of standardized tourist packages, which combine 
accommodation with transportation, marketed by the new types of tour operators (Bramwell, 2004, 
p. 1). 

In the late 1950s, when air travel had become increasingly accessible, few destinations were 
developed enough to accommodate the large number of tourists eager to travel. In the rush to build 
as many hotels by the seaside as possible, as close as possible to the beaches, many mistakes were 
made in arranging the tourist resorts. At the same time, however, tourism had become a real 
catalyst for the economic development and of the regions in many countries around the world. 

Towards the end of the 1980s and in the 1990s, many experienced tourists had begun to reject 
the idea of mass tourism, in favor of more individualized tourist trips. On the other hand, the 
negative impact of tourism in some places, through its uncontrolled development, generated 
negative reactions from local communities and government authorities. Many considered then that 
the end of mass tourism had come. In reality, mass tourism continued to develop, in parallel with 
individual and alternative tourism, various authors using new categories of terms, such as 
sustainable mass tourism and even enlightened mass tourism (Weaver, 2014). 
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According to World Travel & Tourism Council (WTTC), globally, unprecedented economic 
and social losses are forecast due to the COVID-19 pandemic crisis. The anticipated impact could 
be 5 times higher than that of the Global Financial Crisis of 2009, and the growth rate of global 
unemployment, directly resulting from the loss of jobs in the Travel & Tourism sector would be 
2.9% of jobs, at global level (loss of 100.8 million jobs in the Travel and Tourism sector, i.e. a 30% 
decrease), and in terms of the contribution of this sector to the global GDP, the decrease would be 
30%, amounting to 2.7 trillion USD (WTTC, 2020b). 

Mass tourism is the most affected, since it can no longer be carried out under the old conditions, 
in order for the tourists to be able to apply the physical distancing and health protection new rules 
during transportation, within the tourist reception units with functions of accommodation, food 
service (restaurants), leisure, etc. and during trips. 

 
2. Literature review 

 
According to Burkart and Medlik, mass tourism is essentially a quantitative notion, based on the 

proportion of the population participating in tourism or the volume of tourist activity (Burkart, A.J., 
Medlik, S., 1974, p.42). 

Over the years, various authors have tried to define mass tourism. Many times, they have 
provided a description of the evolution of this form of tourism or have tried to prove the role of 
mass tourism, rather than reach its proper definition, as Vainikka observed (Vainikka, 2013, p.270). 

Mass tourism is seen as a distinct form of tourism, based on its connection to mass production, 
mass consumption and mass tourist destinations. 

Auliana Poon considers that mass tourism exists only if the following 4 conditions are met: the 
holidays are standardized and rigidly packaged, they are mass products, it is mass marketed to an 
undifferentiated clientele and it is consumed en masse by tourists who do not show consideration to 
local norms and culture. We can observe, in this definition, not only the quantitative aspect, but 
also different qualitative dimensions of the concept (Poon, 1993, p.32). 

We also distinguish between organized mass tourism when it comes to organized groups, which 
have the same holiday itinerary, and individual mass tourism, which refers to tourists who have 
some control over the time spent on vacation (Cohen, 1972, pp. 167-168). 

The importance of travel and tourism in the global economy is well-known. Thus, in 2019, this 
sector contributed 10.3% to the formation of global GDP, and one in ten jobs, worldwide, was in 
this sector (330 million jobs). Only in the last 5 years, ¼ of the newly created jobs have come from 
this sector (WTTC, 2020a). 

The incidence of the new Coronavirus pandemic (SARS-CoV2) on worldwide tourism is 
interrupting the steady increase in the number of tourists and the number of overnight stays in the 
last decade, especially in terms of international tourism. The measures taken by most governments 
in countries around the world on all continents (travel restrictions, closure of borders, isolation of 
the population or categories of the population at home or their quarantine, etc.) have drastically 
reduced tourist travel to almost zero, from March until June 2020. 

 
3. Research methodology 

 
In this paper we have used, analyzed and interpreted the results of several studies and statistical 

surveys on the evolution and forecast of tourist demand and supply, in Europe, and especially in 
Romania, as an effect of the restrictive measures, reduction in economic activities and even the 
closure / interruption of some activities (businesses), caused by the measures to protect the 
population against the COVID-19 disease. We have also analyzed the evolution, in recent years, of 
the indicators regarding tourist traffic in tourist resorts at the Romanian seaside, using the statistical 
data provided by the National Institute of Statistics in Romania. 

Thus, we have analyzed the results of an ad-hoc statistical research, conducted by the Romanian 
Academy, within the National Institute for Economic Research-Department of Complex Research, 
between March 16-17, 2020, assessing the impact of the crisis on the volume of activity in the 
economy in the months March and April. Within it, two categories of information and statistical 
data were used, namely statistical data on turnover and the average number of employees from 
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January 2019 to January 2020, the collection of ad-hoc statistical data from economic agents 
directly involved in the economy, using a questionnaire, in which their representatives expressed 
their views on the impact of the crisis and on the volume of activity, and the number of employees 
in the company (Andrei, T. and Dinu, S., 2020, pp. 4-50). 

We have also analyzed the results of an opinion poll conducted by IRES - the Romanian 
Institute for Evaluation and Strategy, entitled "Romanians on alert" in May 2020, in which 
Romanians were asked about their holiday intentions (IRES, 2020). 

The results of another specialized survey, which we have analyzed, conducted by the luggage 
storage company LuggageHero, together with the Romanian travel blog All4Travel have shown 
that, in general, 70% of the Europeans will continue to travel, in the year 2020, and Romanians 
were even more optimistic in their answers than the European average. The respective survey was 
conducted between 10-14 May 2020, through online forms, on a sample of 1600 people from 
around the world, ensuring the balance of age, gender and geographical representation (Badea, 
2020). 

 
4. Findings 

 
The current international tourism situation was characterized by UNWTO Secretary-General 

Zurab Pololikashvili as follows: "This world is facing an unprecedented health and economic crisis. 
Tourism has been hit hard, with millions of jobs at risk in one of the most labor-intensive sectors of 
the economy" (UNWTO, 2020 a). 
 
4.1. The effects of the Covid-19 pandemic on international tourism 

The COVID-19 pandemic caused a 22% drop in the number of international tourist arrivals in 
the first quarter of 2020, according to the information published by UNWTO in a May 7 report. 
Thus, according to the World Tourism Organization, the crisis could lead to an annual decline 
between 60 and 80%, compared to 2019. This puts millions of jobs at risk. 

The 22% decline in the number of international tourist arrivals in the first quarter of 2020 is 
caused by the sharp drop, by 57%, in the number of arrivals in March, following the beginning of 
the lockdown in many countries, and the spread of the introduction of restrictions on traffic and the 
closure of airports and national borders. This has led to the loss of 67 million international tourist 
arrivals and the loss of revenue (tourism exports) of about 80 million USD (UNWTO, 2020b). 
 
4.2. UNWTO scenarios for international tourism in 2020 

Although uncertainties persist, the current UNWTO scenarios for 2020 indicate possible 
declines in international tourist arrivals between 58% and 78% this year, depending on the rate of 
contamination and the duration of travel restrictions, as well as on the period of borders’ closure. 

The following scenarios, for 2020, according to UNWTO (Figure no. 1), are based on 3 
possible data for the gradual opening of borders for international travel: 

- Scenario 1 (-58%), based on the gradual opening of borders and the relaxation of travel 
restrictions at the beginning of June (this scenario is already proving to be outdated, as travel 
restrictions are still maintained at present, in several countries); 

- Scenario 2 (-70%), based on the gradual opening of borders and the relaxation of travel 
restrictions since the beginning of September; 

- Scenario 3 (-78%), based on the gradual opening of borders and the relaxation of travel 
restrictions since the beginning of December. 

UNWTO states that these scenarios do not represent forecasts, but they present alternative 
monthly changes of arrivals, based on the gradual opening of national borders and the lifting of 
travel restrictions on various dates, without any certainty regarding them. 
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Figure no. 1. International tourist arrivals in 2020: three scenarios (YoY monthly change, %) 

 
Source: UNWTO, June 2020 
 
At the same time, domestic tourism demand is expected to recover faster than international 

tourism demand, according to UNWTO Panel and Experts Survey members. Most of them expect 
to see signs of recovery starting with the last quarter of 2020, but rather in 2021 (UNWTO, 2020 
b). 

Not only the date of the reopening of the borders will be important, but also the measures that 
will be taken by each country’s authorities, regarding the way the tourists will be treated, 
respectively if they will have to prove or not, with a document, that they are not sick of Covid-19, 
if they will be tested, if all the sanitary measures will be taken, so that tourists would feel safe, how 
long the border crossing formalities would take, the other formalities at airports, ports, railway 
stations, etc., and upon returning to their own country, whether or not they will have to be placed 
into isolation or quarantine, etc. 

Based on these scenarios, the impact of the drop in international travel demand can be as 
follows: a loss between 850 million and 1.1 billion international tourists; a loss between 910 and 
1,200 billion USD in export earnings from tourism; the loss of 100 to 200 million directly at risk 
jobs. This is by far the worst crisis that the international tourism is facing since statistical records 
began to be made (since 1950). The impact will be felt to varying degrees in global tourist regions 
and at different intervals. 
 
4.3. Romania's short-term economic losses, as a result of the health crisis 

After the two months in which it was in a state of emergency declared by the authorities (March 
16 - May 16), continuing with the state of alert, due to the crisis of the COVID-19 infections, in 
Romania, by May 31, 19,257 confirmed cases of infection with the new coronavirus and 1,262 
deaths were registered. About 80% of the recorded deaths were people who had one or more co-
morbidities, so it is very difficult to assess what the real cause of those deaths was (National 
Institute of Public Health in Romania, 2020). 

From this point of view, until the beginning of June, Romania positioned itself among the 
countries less affected by the pandemic within the EU. But the losses suffered by the Romanian 
economy are enormous and difficult to estimate. 

According to OECD, in Romania, GDP is projected to decrease by 8.6%, if there is to be a 
second wave of COVID-19 infections this year, and by 6.5% if the second pandemic wave can be 
avoided. Unemployment rate is estimated to increase in Romania, from 3.9% in 2019 to 10.2% in 
2020 and to 9.1% in 2021, if, in the autumn of 2020, there is to be a second wave of contagion with 
the new Coronavirus (OECD, 2020b, p. 291). 
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At the end of May 2020, the Romanian Academy published a Report in which an analysis was 
conducted on the assessment of the impact of the health crisis on economic activity, which ends 
with some evaluations of the impact of COVID-19 on the economic environment internationally 
and with a forecast about the economic activity in May-June 2020. The estimated results of data 
processing show a contraction in turnover in the sectors of activity over the two months, and the 
most significant reduction was recorded by the Hotel and Restaurant sector, by 84% (Andrei, T. 
and Dinu, S., 2020, p. 35). 

Regarding tourism, the drastic decrease in the number of non-resident tourists who will come to 
Romania this season could be largely offset by the increase in inbound tourism. But this could only 
be achieved if the epidemiological situation is kept under control, through firm measures, controls 
and sanctions applied to those who do not respect the rules, so that Romania could be one of the 
safest European countries, from an epidemiological point of view, and European tourists would 
want to come to Romania. 

A number of 18 employers and professional associations representative of tourism in Romania 
have settled the Alliance for Tourism (APT) and have collaborated, in working groups, on various 
topics, to devise common positions and document proposals, which were submitted to the 
government, the ministry responsible for tourism, so as to take measures to protect employees and 
tourism entrepreneurs in Romania from the effects of the restriction, respectively the prohibition of 
certain activities, during the state of emergency and alert. A first document, elaborated by APT, 
entitled SOS Romanian Tourism, includes 60 measures necessary for Romanian tourism to restart. 
But beyond implementing the proposed 60 measures, the Alliance representatives stressed the 
urgent need to draft and implement a well-developed and committed strategy to reopen the 
hospitality industry sector, which authorities and industry representatives should draft and put it 
into practice. They believe that the lack of this strategy will lead to irrecoverable economic losses, 
which are difficult to estimate. In order to be successful, such a strategy should contain measures to 
rescue economic operators in tourism and hospitality sectors (from travel agencies, to tourist 
reception facilities with functions of accommodation, food service, transportation, etc.). For the 
time being, the government has only made some promises, which have not materialized by early 
June. 
 
4.4. Tourism in the COVID-19 era - the predictable evolution of the demand for tourism in 
the European Union and in Romania in the summer of 2020 

The European Commission has recommended that Member States receive tourists this summer 
from countries where the SARS-CoV-2 pandemic has been kept under control and where there 
have been fewer COVID-19 infections and deaths. At the same time, EC has recommended that 
European countries maintain travel restrictions until 15 June. But each country has made its own 
decisions in this regard. 

The survey conducted by the luggage storage company LuggageHero, together with the 
Romanian travel blog All4Travel, in May 2020, showed that, in general, 70% of Europeans will 
continue to travel in 2020, but 20% of the respondents intend to travel abroad only starting from 
2021, and another 6% said they expected to first have access to a Covid-19 vaccine and only then 
they would travel abroad. More than half of the European respondents claimed that they would 
travel in the summer months of 2020. According to this survey, 75% of the respondents say they 
want to travel in their own country (domestic tourism). 

Regarding the respondents from Romania, their answers exceeded the European average, the 
share of those who want to travel, both inside and outside the country, being 87%. The expectations 
of Romanians regarding the holiday budget they will allocate this year are similar to those of other 
Europeans, 56% of them estimating decreases of up to 20% for travel in 2020, compared to the 
European average of 60% (Badea, 2020). 

IRES – The Romanian Institute for Evaluation and Strategy conducted, in May 2020, an opinion 
poll entitled Romanians on alert. Of those surveyed, 27% said that they plan to go on vacation this 
summer, 30% of them answered that they would not go, but they would not have gone anyway, and 
41% would not go, although, normally, they would have gone! Regarding the holiday destination, 
out of the total of those who intend to go on vacation, 74% answered that they would go inside the 
country, 12% abroad, and 10% both inside the country and abroad (IRES, 2020). 
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Many Romanians consider that, in 2020, they will prefer their own country as a holiday 
destination, fearing the potential risks of traveling by plane, but also out of the desire to be as close 
to home as possible, in case of danger.  

The opinions of several tour operators in Romania converge on the idea that, in 2020, a year 
strongly affected by the pandemic, Romanian tourists will prefer destinations closer to their home, 
mainly in their own country, but also in other geographically close countries. During their vacation, 
they will be more concerned about their own safety, focusing on criteria such as the quality of 
services and physical distancing on the beach, within accommodation units, etc. Unlike in previous 
years, when tourists put more emphasis on the size of the travel budget, now they are much more 
concerned with the safety measures during the trip and at the destination. 

Even if the air traffic will reopen, it is anticipated that Romanians will avoid, as much as 
possible, air travel, preferring the flexibility and safety of their own car. 

For Romanian tourists who will not choose the Romanian seaside, the most sought after tourist 
destinations in the vicinity will be the Bulgarian seaside and the seaside resorts in Northern Greece. 
 
4.5. Tourist supply and demand in Romania’s seaside resorts  

The total (installed) tourist accommodation capacity existing in Romania, in 2019, according to 
the data published by the National Institute of Statistics was 356,562 places (beds), of which, in 
Constanța county (the only county in Romania where the seaside resorts are located) was 89,902 
places (beds), i.e. over 25.2% of the total in the country (INS, Tempo online Database). 

Regarding tourist demand, out of the total of 13,268,756 tourists accommodated in Romania, in 
the classified tourist reception resorts, 1,380,607 tourists stayed at the seaside (10.4% of the total in 
the country), most of them being Romanian (95. 25%), foreign tourists being only 65,622, i.e. only 
4.75% of the total number of tourists staying at the Romanian seaside. Tourists staying at the 
seaside recorded a total of 5,196,530 overnight stays (representing 17.4% of the total number of 
overnight stays registered in Romania), of which 4,986,937 are overnight stays of Romanian 
tourists (20.26% of the total overnight stays registered in Romania) and only 209,594 overnight 
stays of foreign tourists (3.98% of the number of overnight stays of non-residents in Romania) 
(DJS Constanta, 2020). 
 
4.6. The latest evolutions of tourist demand at the Romanian seaside 

In the last two years (2018 and 2019), there have been annual increases of over 5% in the 
number of tourists hosted on the Romanian coast, especially due to the increase in the number of 
Romanian tourists. Thus, the increase in the total number of tourists in 2018, compared to 2017, 
was 6.22%, and in 2019 it was 5.22%, compared to 2019 (National Institute of Statistics, TEMPO 
online). 

 
Table no. 1 The evolution of some tourist indicators regarding the Romanian seaside during April-May 
2020, compared to April-May 2019 

Period 
 
Indicator 

April 
2019 

April 
2020 

April 2020/ 
April 2019 

May 2019 May 
2020 

May 2020/ 
May 2019 

No. of tourists 28,526 827 -97% 48,277 1,679 -97% 
No. of overnight 
stays 

69,052 3,936 -94.3% 107,497 3,202 -97% 

Source: processing of data published by the National Institute of Statistics 
 
As a result of the measures to restrict tourist activities in the fight against the COVID-19 

disease, one could observe (Table no. 1) a dramatic drop, by 97%, in the number of tourists, in 
April and May, i.e. 20,120, compared to the similar period of 2019 and a decrease by 94.3% in 
April, respectively by 97% in May 2020, compared to 20,189, the number of overnight stays of 
tourists, on the Romanian coast (INS, Tempo online). 

Even if the accommodation units are open, in the absence of measures to relax the restrictions, 
by the authorities, in the sense of allowing the operation of restaurants, even at half the maximum 
capacity previously authorized, there will still be drops in tourist flows, starting from June 2020, 
compared to the previous years. 
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The measures taken by the Romanian authorities to ban the activity in restaurants, during the 
state of emergency (March 15-May 15) and then during the state of alert (May 15-June 15) 
seriously affected the units in this category. Very few of them managed to reinvent themselves 
quickly and offer delivery or take away services, which were allowed by the regulations in force, 
but, even so, the revenues from these activities were modest, many units risking bankruptcy. 

Although APT representatives requested the gradual start of the reopening of tourism units on 
May 15, after the abolition of the state of emergency, the Romanian authorities postponed until 
June 1 this second stage of relaxation of the restrictions, and did not allow the opening of 
restaurants from June 1, except for the outdoor spaces of restaurants, which consumers simply call 
terraces, their opening not being sure even from June 15 or July 1! But not all hotel restaurants 
have such terraces, and if they do, their capacity is insufficient to ensure catering for all the tourists 
who could be accommodated in hotels. There are hundreds of thousands of tickets bought by 
Romanian tourists during the early -booking offers, even before the outbreak of the pandemic, for 
stays at the seaside during the summer. These also include meals services, but restaurants are not 
allowed to operate. 

By a joint Order, issued by the Ministers of Health and Economy and by the President of the 
National Sanitary Veterinary Authority of Romania, the Rules on establishing specific measures to 
prevent the spread of Sars-Cov-2 virus for activities of preparation, serving and consumption of 
food stuffs, alcoholic and non-alcoholic beverages in the spaces arranged outside the buildings of 
public food service units were approved, which established all the measures and conditions which 
must be observed for the operation of these units (Order no. 966/809/105/2020). 

Seaside tourism in Romania can record good results this season, even over those of previous 
years, although the opening of the tourist season was delayed. The results will depend less on what 
the companies involved in the hospitality industry will do and more on the measures that the 
authorities will take, as well as on the epidemiological evolution. We will have fewer foreign 
tourists at the Romanian seaside, but we can have more Romanian tourists in general. 

 
5. Conclusions 

After overcoming the effects of the 2008-2009 economic and financial crisis, after a decade of 
uninterrupted growth, tourism, internationally, suddenly has stopped growing, registering 
spectacular drops due to the measures taken to protect the population against the effects of the new 
SARS-CoV-2 Coronavirus pandemic. 

Even after the removal of travel restrictions, in most countries of the world, tourists have 
become much more cautious about the type of travel they practice, avoiding congestion, especially 
within public transportation (air and land), preferring transportation by their own cars and choosing 
especially domestic tourist destinations or countries geographically close to the usual residence of 
the tourists. 

Romania could have taken advantage of this situation, capitalizing on the opportunities to 
develop its domestic tourism, attracting a larger number of Romanians who, under normal 
conditions, would have preferred to go on tourist trips abroad, on the one hand, and on the other 
hand, to try to attract more foreign tourists into the country (inbound tourism). But this can only be 
achieved if it manages to maintain an attractive tourist destination, especially in terms of health 
(epidemiological) safety. 

In order to do this, a concrete plan of measures would have been necessary, with well-
established stages, for the relaunch of tourism activities, so that Romania would be part of the first 
wave or "platoon" of European countries to reopen tourism units. This is possible, on the one hand 
because in Romania there has been a relatively low number of deaths due to Covid-19, until the 
beginning of June, but also because Romania's tourist offer includes many areas where one can 
practice individual, isolated tourism, with increased possibilities to ensure the conditions of 
physical isolation. In order to attract foreign tourists, especially from the category of services from 
Western European countries, however, an urgent promotion campaign in those countries, 
emphasizing the fact that Romania is a safe tourist destination would have been necessary.   
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Unfortunately, the Romanian government proved to be too slow in its reactions, the measures 
were taken late, they were unclear, offering no predictability for the business environment. Good 
economic measures were taken, although insufficient and sometimes incoherent, and the long-
awaited economic recovery plan has not been launched by the beginning of June 2020. 

We should also be concerned, however, that more and more Romanians have begun to believe 
in various conspiracy theories, widespread in the media and on social networks. According to them, 
the Coronavirus simply does not exist or is just a more severe flu, with better marketing, and all the 
measures taken by the authorities are wrong and only restrict the freedom of movement of the 
population. At the same time, comments and recommendations are made against vaccination, when 
there will be a vaccine available against COVID-19. Unfortunately, even some high-ranking 
Romanian politicians, including members of Parliament, adopted a stance in which they expressed 
distrust in the need for measures to protect the population in the fight against the new virus, 
negatively influencing the population’s perception and thwarting, thus, the efforts of government 
authorities. 

If the authorities fail to successfully tackle these views, Romania will face serious difficulties in 
keeping the pandemic under control and we will all lose, both us, as people, and the economy, the 
businesses, because we risk facing the blockage of the sanitary system and, inevitably, very strict 
isolation measures, respectively quarantine, together with the blockage of activities. 

The most important loss that the Romanian seaside tourism registered, at the beginning of the 
summer tourism season 2020, was not the reduction of the activity, of the number of clients and of 
the obtained income, but the loss of a part of the staff, especially the qualified one. Since the 
previous years, the main problem faced by employers in the hospitality and restaurant industry on 
the seaside has been the difficulty in finding skilled seasonal labor during the summer. Many 
skilled Romanian workers, especially young people, have left to work for better wages in Western 
European countries and on cruise ships. In the spring of 2020, many of them returned into the 
country, due to the closure of the units in which they worked in those countries. It would have been 
an excellent moment for some of them to be employed in tourism units in Romania, especially at 
the seaside. But the uncertainty, the lack of predictability regarding the date when the units in the 
restaurant sector would be opened at full capacity has prevented employers from recruiting and 
hiring the respective staff. Most of the employees of these units were sent into technical 
unemployment, receiving 75% of the employment salary (without bonuses), but not more than 75% 
of the national average wage. Unfortunately, for the accommodation and food units at the seaside, 
the restrictions imposed by the authorities since March 15 have intervened before the period in 
which, under normal conditions, most of the seasonal employees in tourism are recruited and hired 
for the summer season. Thus, not yet employed, these people could not be included in the category 
of employees who could have benefited from technical unemployment benefits paid by the 
government. So many employees who could have worked in tourism, at the seaside, have been lost, 
and in the meantime they have found other jobs. Also, the number of graduates from schools in the 
field of tourism and restaurants is much too small compared to the needs of the labor market. 

In conclusion, mass tourism in the Covid era can no longer operate according to the previous 
rules, but must comply with the new rules: physical distancing of tourists from each other, wearing 
a face mask in enclosed spaces and in means of transportation, etc. Non-compliance with these 
rules can lead to a dramatic increase in COVID-19 infections, blockage of the health system and 
more illnesses and deaths, and the authorities will have to take unpopular but necessary measures to 
limit or even ban tourist activities. 

On the other hand, there is a strong demand for tourism, people want to be allowed to travel, 
they want to travel for tourist reasons and they want to create the necessary conditions to benefit 
from tourist services right now, immediately, in this tourist season. The decisions and measures 
that the governments will take during this period will decisively influence the immediate future of 
tourism. 
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Abstract 
 
The Chambers of Commerce and Industry are organizations of businesspeople meant to 

represent and defend the interests of the entrepreneurs in a city, an area or a country. They are of 
considerable age and are found in almost every country of the world. 

In Constanța (Romania), the first Chamber of Commerce of the historical region Dobrudja was 
founded in 1880 and was operational until 1949, when all the territorial Chambers in Romania 
were dissolved by the communist regime. Later, after the change of political regime, in 1990, the 
Chamber was re-established, currently being known as Constanța Chamber of Commerce. 

This paper highlights a series of important events and contributions of this organization to the 
economic and social development of Dobrudja region. 

 The analysis of a considerable number of documents from the archives made it possible to 
highlight some very interesting information regarding the activity of Constanța’s "old" Chamber of 
Commerce. 

 
Key words: Chamber of Commerce and Industry, contribution, economic development, Dobrudja 
Region, Constanța city 
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1. Introduction 
 
The Chambers of Commerce are public interest organizations of considerable age. Thus, the 

first Chamber of Commerce in the world was established in Marseilles in 1599, in order to organize 
the protection of French merchant ships against the pirates in the Mediterranean Sea. Starting from 
1600, King Henry IV officially recognized the new organization, which he instructed "to defend 
the trade from any damage and restore it to its splendor". Over the centuries, copying the model of 
Marseilles, other French cities and also from other countries have created similar organizations 
(Provence tourism, 2017). 

In the modern period, in France, the current Chamber of Commerce and Industry of Paris has 
been established under Napoleon I, in 1805. The first United States Chamber of Commerce was 
founded in New York in 1768, while the United States Chamber of Commerce was founded later, 
in 1912. 

The Chambers of Commerce are associations or networks of associations of businesspeople, 
with the main purpose of representing, defending and promoting the interests of their members. 
They exist in most countries of the world, in most cases their name being Chambers of Commerce 
and Industry, sometimes other fields of activity being added to the name (agriculture, navigation, 
tourism, crafts, etc.). The legislation regarding the Chambers of Commerce differs from country to 
country, but in principle there are two broad categories: public law organizations, which regulate 
the obligation of all categories of entrepreneurs to be members of the chamber and private law 
organizations, in which case Chamber membership is optional for entrepreneurs. 
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In Romania, these institutions were settled at the exact same time when modern Romania was 
formed. The law regarding the organization of the Chambers of Commerce in the Romanian 
Principalities has been voted and promulgated on the 30th of September, 1864. Based on this law, 
the Chamber of Commerce and Industry of Bucharest - the first in the Romanian Principalities, 
became operational in 1868. In Transylvania, the Chambers were already operating, at the end of 
the 19th century, in Arad, Braşov, Cluj, Oradea, Târgu Mureş and Timişoara, the ones in Braşov, 
Cluj and Timişoara being established since 1850. 

In the Dobrudja region, the Chamber of Commerce and Industry was established only in 1880 
(just two years after the end of the War of Independence, which made possible the return of 
Dobrudja to the Romanian Principalities), having the following name: Chamber of Commerce of 
the XV Constituency, comprising the counties of Constanța and Tulcea, with the headquarters in 
Constanța. It was established by the Journals of the Council of Ministers no. 9 and 10, of August 9, 
1880, being endorsed by royal decrees no. 2115 and 2117 of the same year. 

 If we consider that, in London, the first Chamber of Commerce appeared only in 1882, then we 
can notice the fact that the similar institution in Constanţa is two years older than the one in 
London (Jugănaru et al., 2015b, pp.115-116). 

From the very beginning of their operation, the Chambers of Commerce in our country were 
conceived by the legislator as an important dialogue partner with the state bodies. Thus, in 
accordance with the provisions of Law no. 1225 of 1864, the Chambers had the right to present to 
the government, on their own initiative, their point of view regarding the interests of the merchants 
and industrialists in their constituency (Jugănaru et al., 2010, p. 5). 

The study of numerous bibliographic sources, found in archives, has allowed the identification 
of some important actions and activities, carried out by the Chamber of Commerce of Constanța, in 
order to develop the economic and social region of Dobrudja, from 1880 until 1949, when the 
Chamber was dissolved. 

 
2. Literature review  

 
This paper presents some important landmarks regarding the emergence and development of the 

activity of the first Chamber of Commerce and Industry of the historical region Dobrudja, in 
Romania, 140 years after its creation. Dissolved by the communist regime, in 1949, together with 
the other territorial chambers of commerce in Romania, the Chamber of Constanța would be re-
established, in 1990, after the change of the political regime. 

This double anniversary (140 years since the establishment of the first Chamber of Commerce 
and Industry in Constanța and 30 years since its re-establishment) warrants the highlight of some 
important moments, as well as of some important contributions, of this representative organization 
of the market economy, to the economic and social evolution of Dobrudja region and especially of 
Constanța county. 

A group of authors, employees of the existing Chamber of Commerce of Constanța County 
(Constanța Chamber of Commerce, Industry, Navigation and Agriculture-CCINA), coordinated by 
the general director of the organization - Associate Professor I.D. Jugănaru, elaborated, in 2010, a 
first edition of the Chamber's monograph, capitalizing a good part of the monographic material 
elaborated in 2000, on the 120th anniversary of the founding of the Chamber, a work carried out by 
a group of CCINA employees (Jugănaru et al., 2010). 

The second edition of the monograph, revised and completed, was elaborated in 2015, under the 
coordination of the same main author. Also, the monographic material elaborated and published in 
2005, in a special issue of the Manager magazine of CCINA, was taken over, revised and 
completed, on the 125th anniversary of the establishment of the first Chamber of Commerce of 
Dobrudja, in Constanța. The second edition of the monograph, elaborated in 2010, was revised and 
completed, both with information on the "old" Chamber of Commerce of Constanța, established in 
1880 (especially with the help of additional information provided by Mr. Virgil Coman, who holds 
a Ph.D in history), and with the activities and actions carried out by CCINA Constanţa in the 2010-
2015 period (Jugănaru et al., 2015a, p. 9). 
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In 2020, a third edition of the monograph is being elaborated and will be published, probably 
during September of this year, completed with numerous information, discovered in the archives, 
some of them identified by Mr. Constantin Cheramidoglu, who holds a Ph.D in history, who agreed 
to be co-opted as author of the first part of this edition of the monograph for the chapters regarding 
the activity of the "old" Chamber, founded in 1880. This third edition of the monograph is revised 
and completed also with information regarding the current Chamber of Commerce of Constanța, 
from the 2015-2020 period. 

 
3. Research methodology 
 
    The hereby article is based on a qualitative, office research, taking into account text and 
documentation analysis, using secondary information, collected in longitudinal profile (Jugănaru, 
1998), over a long time (1880-2020). The information collection method was observation 
(Silverman, 2004). The main data sources regarding the beginnings of the Chamber are documents 
from the archives of the Constanța County Service of National Archives (The Fund of the Chamber 
of Commerce). Additionally, information was collected from various databases put into place by 
specialists from the network of Chambers of Commerce and online sources were used only in a 
smaller ratio. The data analysis was done by personal interpretation. 

 
4. Findings 

 
The constituency of the Chamber of Commerce of Constanța has undergone, over time, several 

changes. Thus, between 1880 and 1910, it included the counties of Tulcea and Constanța; between 
1910 and 1914, it covered only Constanța County; between 1914 and 1924, it included Constanța, 
Durostor and Caliacra; between 1924 and 1926: Constanța and Caliacra; between 1926 and 1934, 
only Constanța; between 1934 and 1940: Constanța, Caliacra and Durostor, and between 1940 and 
1949, only Constanța. 

In 1929, the Law amending the Law on Chambers of Commerce and Industry was adopted, 
promulgated by Royal Decree no. 403 / 13.11.1929. The Chamber of Commerce of Constanța 
made important observations, while being consulted on the draft of this law, then submitted them to 
the respective Ministry, the Union of Chambers of Commerce and also to the members of 
Parliament representing Constanța, in order to be supported in the Chamber, during the debates on 
this law (Jugănaru et al., 2015b, p.19). 

The Law on Chambers of Commerce and Industry would be amended again in 1934. The new 
law established: Chambers of Commerce and Industry are established and amended by Royal 
Decree. The same law stipulated that: the Danube ports and county capitals will have a Chamber 
of Commerce for the county they belong to. According to this law, Constanta Chamber of 
Commerce and Industry was established along with other 42 Chambers.  

The members of the Chamber were grouped into two sections: commercial and industrial. One 
of the basic responsibilities of the Chamber was the registration of traders and their radiation. It is 
noteworthy to mention the great fluctuation of companies from that period, ever since the start of 
the chamber institution. For example, between 1880 and 1928, there were 10,566 social and 
individual companies operating, but in 1928 there were only 2,301 (Jugănaru et al., 2015a, p. 20). 

In the newspaper Voinţa Dobrogei/Dobrudja’s Will from March 4, 1934, we find out about the 
Establishment of the Interim Commission of the Chamber of Commerce: Through the new law on 
the reorganization of professional chambers, the Chamber of Industry and Commerce of Constanța 
also received the Durostor and Caliacra counties in its constituency. 

 
4.1. Initiatives of the Constanța Chamber of Commerce 

In 1922, the Chamber of Commerce of Constanța had the initiative to hold the first Congress of 
the Chambers of Commerce and Industry of Greater Romania (28 - 30.IX), when the following 
were discussed: freedom of trade and limiting state intervention in trade and industry, the 
reorganization of the Chambers of Commerce, the cereals regime of export, the new taxes, the 
reorganization of the commercial education, the organization of transports, the expansion and 
reorganization of the ports, the system of the joint-stock companies (CCI, XV Constanta, 1922). 
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At the Congress of the Union of Chambers of Commerce (May 29, 1932), held in Galaţi, Mr. 
Valentin Popescu, the President of the Constanța Chamber of Commerce and Industry presented 
some important items on the agenda, throughout: the trade policy of the Union of Chambers of 
Commerce and of Constanța Chamber of Commerce and Industry, in particular and the 
transportation issue. 

Over time, the voice of the Constanța Chamber of Commerce and Industry has always been 
heard, listened to and respected, locally, regionally and nationally. 

The activity of this institution has also included the compilation and submission of memoranda 
to the concerned ministries, in order to improve the economic situation of Constanta county and, 
especially, of the port and the Constanța city. This was the case, for example, in March 1924, when 
a memorandum was sent to Bucharest on the issue of the establishment of the franco porto/ free-
trade zone regime in Constanța. 

Also in that period there was an intense activity of the Chamber externally. Thus, the local 
newspaper Dacia, from February 24, 1924, announced: The day before, the Chamber of Commerce 
submitted the text of the Geneva International Customs Convention, together with a memorandum 
on this treaty, pleading for its ratification by the Romanian government, to the Ministry of Finance. 
A good news was that Paris International Chamber of Commerce offered this assignment to the 
Constanța Chamber of Commerce, which is an active member. As a confirmation of the role played 
at that time by this local institution, in the spring of 1924, George Georgescu was confirmed as a 
member of the arbitration chamber attached to the International Chamber of Commerce in Paris. At 
the local level, the administrative law also recognized the importance of this institution, stipulating 
that the president of the Chamber of Commerce be automatically part of the local council. 

Along the same lines, we mention the efforts related to the free trade zones law, from 1929. 
Thus, in the assembly of CCI Constanța, from June 5, 1929, Valentin Popescu, a member of the 
joint ministerial commission for the elaboration of this draft law, claimed the necessity of the 
urgent application of the autonomy of the ports and the free trade zone regime. 

Moreover, the Chamber of Commerce of Constanța made important observations on the draft 
law for amending the turnover and luxury tax, requesting significant reductions in the stamp duty 
and registration tax, as well as other taxes. The abolition of the luxury tax and turnover was 
requested for craftsmen and small industrialists and the reduction of quotas and revision of the 
placement of these taxes for traders and industrialists. Regarding the direct taxes, the Chamber 
proposed: the simplification of the taxation apparatus, the decrease of the annual tax rates; to 
significantly reduce the additional taxes rates; to abolish the supplementary tax and the minimum 
tax; to repeal all criminal provisions of the existing tax law, and to abolish the incentive premiums 
granted to tax authorities. 

 
4.2. Involvement of the Chamber in the organization of the Stock Exchange and of the 
Arbitration Chamber 

The Stock Exchange and the Arbitration Chamber were important bodies, established at the 
proposal of the Chamber and subordinated to it. 

The proposal to establish a Stock Exchange in Constanţa has been requested by the Constanta 
Chamber of Commerce and Industry and the issue has been discussed for the first time by its 
management, in the meeting held on 15th of June 1898. The Constanţa Stock Exchange was 
requested by the Chamber of Commerce through several memoranda, following which, on the 25 
September 1898, the establishment of this institution in Constanţa was approved, by Royal Decree 
no. 2809 / September 25, 1898. But the real establishment of this institution would take place in 
1910, when the registers of stock exchange operations were also compiled. Also in that year, the 
first Bulletin of the Stock Exchange appeared, in which the quotations of cereals prices and data 
about the concluded transactions, the cereals stocks, etc. were published. The Stock Exchange's 
offices initially functioned in the premises of the Chamber of Commerce, and then in the 
headquarters built for this purpose, next to the silos in the port (Cheramidoglu, 2016, p.170). 

From the beginning, the Stock Exchange in Constanţa aimed to facilitate cereals transactions, 
and as such, its staff included intermediaries of goods, but not of exchange. 
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In 1929, the Law on Stock Exchanges appeared, which, in part III, tackled the establishment and 
competence of Commodity Exchanges. Art. 84 stipulated the following: in accordance with the 
provisions of this law, at the proposal of the Constanta Chamber of Commerce and industry, and  
by the approval of the Union of Chambers of Commerce and Industry, Commodity Exchanges for 
types of products or goods can be established and will be divided into sections according to the 
specialties. (Official Gazette no. 178, 1929, p. 6504). 

Since the establishment of the Stock Exchange in 1898, disputes were judged by an "a 
l'amiable", commission set up by the parties. In 1910, on the occasion of the reorganization of the 
Stock Exchange, the Chamber of Arbitration and Conciliation was established, based on the law on 
stock exchanges, which carries out the first trial on June 22, 1910. 

The number and structure of the trials carried out were different, from one year to another. 
Thus, in the 1910 -1927 period there were 427 trials, of which: 121 cases were admitted in full, 122 
were admitted in part, 27 were rejected, 30 were withdrawn, two were canceled, 92 were final, etc. 

The Law on stock exchanges, promulgated in 1929, includes a special part, Part IV - Judgment 
of Disputes, regulating the Arbitration Chambers (Chapter I) and the Procedure before the 
Arbitration Chamber (Chapter II) (Jugănaru et al., 2010, pp.29-30). 

The Chamber of Commerce has carried out an intense activity for the establishment of other 
institutions and the support of their operation. Thus, in 1894, the Discount Bank was established, 
the first local capital credit institution. It operated continuously, until 1921, when it changed its 
name into Dobrudja Credit Bank (in 1927 it had a capital of 5 million lei and 1.9 million lei reserve 
funds). 

The activity of the Chamber of Commerce, over time, was reflected in the Bulletin of the 
Chamber of Commerce and Industry, published monthly, in 685 issues, between January 1891 and 
January 1944. 

At the leadership of the Chamber’s meeting of January 9, 1941, the new Regulation on the 
issuing of the publication Economic Dobrudja was presented, which was intended to become "a 
living forum of a new spirit and a guide for merchants and industrialists". It also mentioned: "The 
management of the Constanta Chamber of Commerce decided the reorganization of Economic 
Dobrudja, the official Bulletin of the Chamber, taking into consideration the need to create an 
economic advertising body, meant as a guide for trade and industry in Constanța County and a 
mean of exchanging opinions with other chambers of commerce and commercial and industrial 
companies in the country. And in article 2 it was specified that Economic Dobrudja will start to 
appear: weekly, on 4 large pages, with a tendency towards 6 pages, for each issue and will include, 
not only the official part of the matter but also economic and social articles, information, 
communications, economic news, statistical data, declared policies, notarial deeds, indications and 
extracts on new laws, business links and official correspondence, data on the movements of the 
port of Constanţa, in other words, everything that may be of interest to trade and industry"   
(S.J.A.N. Constanţa, File 30/1939, p. 40). 

 
4.3. Inauguration of the new locations of the cereal market and of the Economic Museum of 
Dobrudja 

In the Economic Dobrudja Bulletin, of the Constanța Chamber of Commerce and Industry (no. 
79-80, of November 1-15, 1937), two important economic events were reported: the inauguration 
of the cereal exchange location within the new market and the Regional Economic Museum of 
Dobrudja, both locations being challenged to contribute, to a large extent, to the promotion of 
agriculture, trade, industry and other branches of regional economic activity. 

On the same day as the inauguration of the new cereals market location in Constanţa (November 
9, 1937), another important event took place, the inauguration of the Economic Museum of 
Dobrudja, which was, in fact, a permanent exhibition of Dobrudjan products. The Economic 
Museum of Dobrudja was installed in the Palace of the Constanța Chamber of Commerce. In the 
four salons, in which the most important and most representative Dobrudjan products were 
exhibited in showcases, the most important and representative Dobrudjan products, both flora, 
fauna and subsoil natural products, but also industrialized products could be found. 
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According to the article dedicated to this event, published in the "Economic Dobrudja" Bulletin 
of the Constanța Chamber of Commerce and Industry (no. 79-90, of November 1-15, 1937), the 
product categories and exhibiting companies are described. The Constanța Chamber of Commerce 
and Industry President pointed out that the rapid development of Constanța municipality and its 
role of "metropolis of Dobrudja, from where ideas should blossom in all directions" required the 
emergence of this economic museum. It shows that in Dobrudja, "the brilliance of Commerce is 
permanent", and the Chamber of Commerce must have, in its premises, "Dobrudja’s economy, in 
miniature, to know how and where to work".  

 
4.4. The Chamber of Commerce of Constanța, an important supporter of education 

Acting in the spirit of King Carol I's idea that "School must be the foundation of the state", the 
Chamber of Commerce of Constanţa made sure that, throughout history, through its 
preoccupations, the commercial education would meet the requirements of those times. 

In 1903 there was a commercial section in Constanţa, attached to the local gymnasium, which 
was dissolved in 1905, only to be re-established in 1907 and which functioned until 1911. After 
this date, thanks to the Chamber and its members, other important trade schools were established. 
Thus, in 1915, the Commercial Practical School for Boys was established, with 3 night classes, 
lasting 3 years, which operated on the premises of the Commercial Higher School for Boys and 
was subsidized by the Chamber of Commerce and Industry. In 1920, on the initiative of ICC 
Constanţa’s President, the Commercial Higher School for Boys was set up, with a duration of 4 
years. The full maintenance (rent of the premises, teaching materials, furniture, teachers’ and 
administrative staff’ salaries, housing for the director and administrative staff, maintenance costs) 
were entirely borne by the Chamber of Commerce. 

In 1924, the 3-year Commercial Elementary School for Boys was established. In 1936, it was 
transformed into a Commercial Gymnasium of type A, with 4 budgetary classes (I, II, III, IV) and 2 
extra-budgetary classes (from 1937 - 4 classes). In 1941, the Commercial Gymnasium for Boys 
merged with the Commercial High School for Boys. 

In 1925, the 4-year Commercial Higher School for Girls was established. In the same year, the 
Higher School for Boys was established, a night class, lasting 3 years, and in 1927, the Commercial 
Elementary School for Girls, a day class. 

All of these schools were subsidized by CCI. At that time, amounts of over 2 million lei were 
allocated annually from the budget of the Chamber for the maintenance of the respective schools. 

In 1922, the Chamber bought a space where the Commercial Higher School for Boys, day and 
night classes operated, the first graduation being in 1924. By the law on the organization of 
secondary commercial education, from April 1, 1936, it was transformed into the Commercial High 
School of type C, with 4 classes (from the 5th to the 8th). By the decision of March 21, 1942, the 
Commercial Gymnasium for Boys and Commercial High School for Boys merged and became 
"King Carol I" Commercial High School for Boys. 

In 1924, CCI Constanţa established the Industrial Apprentice Schools no. 1 and 2, which it 
subsidized. 

From a press release of the Chamber of Commerce, published in Dacia magazine, no. 34, of 
April 12, 1933, we find out that, in the 1924 - 1933 period (when Romania was in a deep economic 
crisis) Constanta Chamber of Commerce and Industry offered subsidies of over one million lei 
every year for commercial and industrial schools. 

Dacia newspaper no. 134 / 22.VI.1926 publishes the decisions of the Chamber of Commerce 
Board of Directors’ meeting, which informs us that:  A subsidy of 40,000 lei and a loan of the same 
amount was granted by Chamber taking into consideration the request made by the committee of 
the Commercial Elementary School. This amount was used by the school in order to pay its 
teachers.  

In the interest of a good capitalization both of the fishery products and of the labor force, CCI 
Constanţa created, in 1936, the School of fishermen and hunters from Constanta and continued to 
support the operating expenses of this school.  

The Chamber of Commerce contributed over the years with subsidies to the maintainance of the 
Commercial High School for Boys in the locality, and also of the other schools, and focused on 
practical commercial education. To this end, it intervened and obtained, in the autumn of 1939, the 
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reopening of the classes of the Commercial Practical School, a night class, providing for its 
operation, all expenses, for the whole year, so that education would be taught free of charge to 
students (Jugănaru et al., 2015a, pp.35-37). 

 
4.5. Activities and positions of the Chamber, reflected in the press of those times and in 
archive documents 

 
The print media of the time reported many of the concerns of the Chamber of Commerce of 

Constanța. Thus, on December 2, 1912, the Express-commercial newspaper, titled financial and 
industrial body of the Dobrudjans, published the memorandum, submitted during the previous 
year, by the president of the Constanța Chamber to the general director of the Postal, Telegraph and 
Telephone Service, in order to improve this service in Constanţa. Deficiencies were reported in the 
operation of these services, such as: long delays in receiving telegrams from abroad, thus harming 
the interests of cereals traders; deficiencies in postal, telegraph and telephone service. The 
expansion and improvement of the telegraph service was also requested, because the telegraph line 
existing at the time, between Constanţa and Bucharest, was often interrupted due to bad weather, 
very common in the area, and the telegraph service, in such cases, also made conducting telephone 
correspondence between these centers difficult. Moreover, the telephone service in the port of 
Constanța could not meet the requirements of multiple calls needed for the business relations 
between Constanța and other commercial ports. A second two-wire telephone circuit between 
Constanța and Bucharest was urgently needed. 

In its February 24, 1924 issue, the local daily Dacia published the news concerning submittance 
by the Constanta Chamber of Commerce to the Ministry of Finance of the text of the Geneva 
International Customs Convention, together with a memorandum on this treaty, pleading for its 
ratification by the Romanian government.  

In the autumn of 1928, in Constanţa, the 50th anniversary of Dobrudja's return to the Romanian 
Principalities was celebrated, and on this occasion a beautiful exhibition was organized at the 
Casino in the city. The role of the Chamber of Commerce in this event was reported by the local 
newspaper Dacia from October 26, 1928 as following: The local Chamber of Commerce has set up 
a grand pavilion in the exhibition area of the municipal Casino, which showed the progress of the 
activities of the economic branches in the Dobrudja region. The pavilion was organized under the 
direct supervision of the Chamber’s Steering Committee, under the chairmanship of Mr. Ștefan 
Boroş. This interesting exhibition is divided into sections. Thus, the following were represented: 
the furniture industry, the food industry, the ceramic industry, the leather industry, the 
metallurgical industry (CCI Constanța, 1928). 

 
4.6. Insurance and Aid House of Merchants and Industrialists from the Constanța Chamber 
of Commerce and Industry constituency  

 
With the approval of the Ministry of Industry and Commerce, the Constanța Chamber of 

Commerce and Industry established the Insurance and Aid House of Merchants and Industrialists, 
by decision no. I 45440/18 March 1933. The establishment of this Aid House was carried out based 
on the provisions of art. 3, point 13, letter f), of the law and Regulation of the law of the Chambers 
of Commerce and Industry (Law amending the Law of the Chambers of Commerce and Industry 
promulgated by Royal Decree no. 403 of 11 February 1929). 

The house, "attached" to the Chamber of Commerce and Industry of Constanţa, established "for 
the impoverished traders and industrialists from this constituency", aimed "to ensure and provide 
aid to those traders and industrialists who have become poor or have no livelihood". The 
inalienable fund of the House consisted of an initial Fund of 900,000 lei, allocated from the budget 
of the 1931 financial year of the Chamber of Commerce and Industry of Constanţa. Also, according 
to their Statute, the Constanţa Chamber of Commerce and Industry would allocate, in order to 
increase the inalienable Fund of the House, 25% of its surplus, achieved at the end of each budget 
year. 
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4.7. The Federation of Dobrudja’s Chambers of Commerce and Industry 
 
In the Economic Dobrudja Bulletin of the Constanța Chamber of Commerce and Industry (no. 

67-70 of June 1, 1937), under the signature of the editor N. Sever Cărpenişanu, on the first page, 
the article The Federalization of the Dobrudjan Chambers of Commerce appeared, from which we 
find out that, on the initiative of the Constanța Chamber of Commerce, following the example of 
the Bessarabian Chambers of Commerce, the Federation of Dobrudja’s Chambers of Commerce, 
based in Constanța, was set up the previous month, the president of which was the president of 
Constanta Chamber of Commerce and Industry. 

The Federation of Dobrudja’s Chambers of Commerce was based in Constanta having as 
members, the Constanța, Tulcea, Durostor and Caliacra Chambers of Commerce and Industry. 

The founders of the Federation considered that, through its creation, the following, among 
others, could be better defended: some specific interests of the economy of this region, i.e. the 
marketing of specific Dobrudjan products, such as wool, for the textile industry, the sheep and the 
wether of Dobrudja, for meat, the Dobrudjan horses, "for the regeneration of which a whole work 
plan must be drawn up'' (as stated in the cited article), the capitalization of the Durostor durum 
wheat, fishing, ores in the area (granite, kaolin, stone, etc.), as well as creating some important 
industries, taking into consideration that in the area there is enough raw material and also sufficient 
outlet in the country.  

All these objectives were included in the Federation’s work plan, together with other 
preoccupations, necessary for the development of trade and industry, such as: 

- The communication routes, the Babadag-Tulcea line, the Tekirghiol-Mangalia line, and its 
descent further South, the permanent and usable Silistra-Călăraşi connection – especially during 
the winter; 

- The creation and maintenance of a permanent traffic with coastal ships or motor ships, 
between Southern Bessarabia and the mouths of the Danube, and between Southern Dobrudja and 
Constanța, which can be used as a solution of decongestionation of railway traffic during season – 
for cereals haulage 

- The transport of cereals from the silos in Constanţa, when they are unblocked the boats can 
deliver directly on the bigger ships for export. 

The Federations of the Romanian Chambers of Commerce, established at that time, hoped to 
determine and guide, among other things, a mentality appropriate to the achievements of the state's 
economic policy, the Federation of Dobrudja’s Chambers of Commerce being an important link. 

 
4.8. The dissolution of the Chamber of Commerce and Industry of Constanța, in 1949 

 
The first part of the history of the Chambers of Commerce of Constanţa and from the other 

counties in Romania ends in 1949, when, through the provisions of Decree no. 74 / 25.11.1949, 
published in the Official Gazette no. 47 of 25.11.1949, they are dissolved, only the Chamber of 
Commerce and Industry of Romania being maintained in operation, being subordinated to the 
Ministry of Foreign Trade, and having, as a basic responsibility, the organization of Romania's 
participation in international fairs. 

The coming to power of the communist regime in Romania meant, among other things, the 
abolition of the local Chambers of Commerce and Industry, which were to be re-established, 
however, on new bases, in 1990. 

 
5. Conclusions 
 

The first Chamber of Commerce and Industry of the Historical Dobrudja region, in Romania, 
founded in 1880, had a particularly difficult mission, due to the precarious economic and social 
situation of the region, after centuries of this region being under the Ottoman Empire occupation. 

There were no significant industrial units in the area, and agriculture was done with rudimentary 
means of processing the land. There was a need for a fundamental construction of the region's 
economy, and also of the institutions necessary for the good development of the economic activity. 
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It took special efforts to create institutions for the economy which did not yet exist at that time 
in the area, but which had been operating for a long time in other countries and even in other 
Romanian regions. The Chamber of Commerce and Industry of Constanța has founded, among 
others: fairs, markets, the Stock Exchange, the Arbitration Chamber, the Discount Bank, the 
Insurance and Aid House of Merchants and Industrialists and many others. 

On the other hand, the Chamber has set up and financed, over time, the operation of many 
commercial schools, of different levels, throughout the region. 

The activity of CCI Constanta has been very important in representing the interests of its 
members, of the business environment, in relation to the local and national authorities, through its 
interventions managing to obtain more favorable regulations, meant to support the economic and 
social evolution of Constanța county and Dobrudja region. 
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Abstract 
 

In the context of the new theories on future development, taking into account the limited 
resources used so far for economic development, the blue economy is an acceptable alternative. 
The blue economy, along with another option that has drawn attention as a possibility for 
economic development, i.e. the green economy, are alternatives to previous developments which 
wasted resources difficult to renew or not at all renewable. The resources held by the world's seas 
and oceans are considered by specialists to be components of social capital, which will contribute 
to obtaining healthier products respecting the principles of sustainable development which is a sine 
qua non condition of future development. At EU level there is a strategy for "blue growth". The 
European Commission publishes a report every year highlighting the economic performance based 
on the oceans and the coastal environment. The aim of the paper is to establish the place that 
Romania occupies in the blue economy, through the tourism practiced on the Black Sea coast and 
in the Danube Delta. 
 
Key words: blue economy, development, Black Sea, indicators - the case of Romania 
J.E.L. classification: O10, Q57 
 
 
1. Introduction 

 
The future of economic development can no longer be based solely on the resources used by the 

old development models, the so-called "red economy". The principles of sustainable development 
are landmarks which must be taken into account in order to evolve and develop successfully. The 
older approach to the green economy has proven viable, although not necessarily efficient. 
Alternatives have yet to be found to regulate subunitary return on investments considered large. A 
brief definition given to the blue economy is the superior capitalization of the resources contained 
by the seas and oceans of the world. Specialists researching the new economy believe that marine 
resources will provide substitutes for the depletable or difficult to regenerate resources which 
formed the basis of the previous development.  

Over 70% of the Earth's surface is covered with water, representing a support for a considerable 
volume of economic activities, as well as an impressive natural potential. However, the 
exploitation of the resources of the blue economy must be in balance with the capacity of the 
oceans and the observance of the principles of sustainable development. 

The European Commission publishes a report every year highlighting the economic 
performances based on the oceans and the coastal environment. The "EU Blue Economy Report 
2020" publishes a turnover of €750 billion in 2018, and the number of people employed in this 
sector exceeds 5 million, which represents an increase of 11.6% compared to the previous year. 

The blue economy report publishes data on the following six sectors: ”(i) Extraction and 
marketing of living marine resources (i.e. living marine resources); (ii) Marine extraction of 
minerals, oil and gas (non-living marine resources); (iii) Shipping; (iv) Ports, storage and 
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construction of water projects (port activities); (v) Shipbuilding and repair; (vi) Coastal tourism” 
(EC, 2020: https://prod5.assets-cdn.io/event/3769/assets/8442090163-fc038d4d6f.pdf). 

Romania enters the blue economy also in the statistics at EU level through the area along the 
Black Sea and the Danube Delta. 
 
2. Literature review 

 
The Belgian businessman Gunter Pauli is considered the father of the Blue Economy concept 

(Pauli, 2010). The resources of the world's seas and oceans, Pauli believes, are assimilated into the 
social capital and contribute to the production of healthy products which can result from other 
products’ waste (the famous coffee example) and stimulate entrepreneurship. 

Keen et al. (2018) present their own conception materialized in a necessary conceptual 
framework and the evaluation of the blue economy management. The EU Blue Economy Report 
2020 delimitates the scope of the Blue Economy as being sector and inter-sector economic 
activities based on or related to oceans, seas and marine coasts. The states of the world show 
interest in manifesting themselves in the new type of economy, an interest emphasized in 
publications which contain indicators related to this. 

The Indonesian government has published "The National Document of the Indonesian Ocean 
Policy", a document which regulates the policy related to conducting business in the maritime 
environment. 

In order to make the activities carried out within the Blue Economy more transparent, the Dutch 
Ministry of Infrastructure and Environment publishes an annual report. 

The Scottish Government also publishes a report with statistics regarding the evolution of the 
Blue Economy in terms of employment within this economy, turnover and value added. 

 
3. Research methodology 

 
This paper uses a descriptive and exploratory research method. Cause-effect relationships have 

been presented and explained, with the presentation of solid statistical data and, as an inductive 
nature, the different interconnection relationships with direct and indirect involvement factors have 
been pursued. 

For data collection, studies and reports published by various national and international 
institutions, bodies and organizations have been analyzed, in order to obtain a comprehensive 
description of the addressed issues (both qualitatively and quantitatively). 

 
4. Analysis of blue economy indicators - the case of Romania 

 
At EU level, there is a Framework Directive on its Marine Strategy in force since 2008. The 

Union calls for the Member States to develop their own strategy for integrated land, water and 
living resources management. 

Below, the latest indicators published at EU level are emphasized; they assess the blue 
economy. The level of these indicators has been increasing in each annual report published in the 
previous years. 

 
Table no. 1.  EU Blue Economy established sectors, main indicators, 2018 

 
Source: Eurostat (SBS), DCF and Commission Services. 
 
The figure below is a forecast of the European Commission regarding the evolution of the blue 

economy indicators for the period 2019-2021. 
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Figure no.1.  GDP annual growth, real terms, breakdown by member state 2019-2021 

 
Source: Eurostat, AMECO and Commission Services 
 
As can be seen in Figure no.1, the Commission's forecasts for 2020 provide a picture of a 

contracting economy, followed by an estimated 6.3% growth for 2021. The impact of the pandemic 
is different for each state, the commission's forecasts taking into account the economic structure of 
each country and the ability to respond through adapted policies. 

The blue economy includes all the economic activities related to the oceans, seas and coastal 
areas and comprises sectors such as fishing, shipbuilding and "coastal" tourism, as well as blue 
biotechnology and renewable energy production on the coast. 

The EU's "blue growth" strategy identifies coastal and delta tourism as a potential vector for 
economic, sustainable and inclusive growth. 

The following analysis takes into account, in the case of Romania, the tourism carried out on the 
Black Sea coast, as well as the one in the Danube Delta. 

The Black Sea coastline is an infrastructure which has much to offer, from wild beaches, 
luxurious beaches and ancient remains stretching along a 275 km area. The Black Sea resorts 
stretch from the Danube Delta in the North to the Bulgarian Black Sea coast in the South. The 
resorts of the Romanian coast are: Mamaia, Eforie, Mangalia, Costinesti, Vama Veche, Neptun. 
This area provides opportunities for rest and heliomarine therapy; balneotherapy; seaside tours; 
sport fishing; tourism for children and adolescents; mesothermal water therapy in Mangalia; water 
sports. 

 
Figure no. 2. The dynamics of the number of tourists who visited the seaside during 2016-2019 

 
Source: INS, CONSTANȚA County Directorate of Statistics, a material available online at 
https://constanta.insse.ro/, accessed on May 22, 2020 
 
Figure no.2 emphasizes that the total number of tourists visiting the Black Sea coast is 

increasing, the arrivals of Romanian tourists are steadily increasing from year to year, and the 
number of foreign tourists varies, i.e. in 2017 it decreases compared to 2016, it increases in 2018 
and decreases in 2019. 
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The Danube Delta stretches over 4,152 km² of swamps, lakes, islands and sandbanks, including 
the largest area of reed bees, offering visitors landscapes of stunning natural beauty and 
extraordinary opportunities for bird watching and wildlife discovery. The Danube Delta can 
provide a lot of tourist offers: motor boat, hydro bus or boat rides on the Delta canals and inland 
lakes, gastronomic programs with fishing specialties; fishing and hunting programs. 

 
Figure no.3. Total tourist arrivals in the Danube Delta, for the 2016-2019 period 

 
 

Source: Statistical Yearbook of Romania, a material available online at: 
https://insse.ro/cms/sites/default/files/field/publicatii/anuarul_statistic_al_romaniei_carte_ro_1.pdf, 
accessed on April 29, 2020. 
 
Figure no.3 highlights that the total number of tourists visiting the Danube Delta in 2019 was 

987,271 lower than the total number of arrivals on the Coast. Likewise, the total number of tourists 
and the number of Romanian tourists change from one year to another, and the number of foreign 
tourists registers an increase until 2018 and decreases in 2019. 
 
5. Conclusions 

 
The blue economy is an integral part of sustainable development and ecological growth. The 

Romanian blue economy is defined by the services and the rest of the related activities using the 
coastal resources of the Black Sea and the Danube Delta. By supporting the development of these 
areas, Romania can contribute to a sustainable economic growth as proposed by the EU in its blue 
growth strategy. The blue economy provides a growth which takes into account the future 
generations, benefiting today from the economic performance of activities based on the marine 
environment. 

The blue economy is generating an increasing number from one year to another in terms of the 
number of people employed, most of them in coastal tourism. Romania is also maintaining a 
growth trend in terms of jobs in coastal tourism and the Danube Delta.  

The figures presented confirm the growth trend of the blue economy in the EU, including in our 
country. 

In addition to tourism development activities in coastal and seaside areas, Romania can 
participate more in the development of the blue economy through the sea-oriented information and 
science sectors which play an increasingly powerful role in stimulating the development of the new 
economy. 
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Abstract 

 
A theory circulates in the university space from which it results that the “digitization” of the 

professions will lead to the total or partial disappearance of some classic occupational services 
from the CANE classification table at the Trade Register. 

Most often the suite 100/65/35 is promoted, ie out of 100% existing professions, 65% will 
disappear and will be included with new professions, which have nothing to do with the job offer in 
2020. Among the professions The profession of “ECONOMIST” is also likely to disappear or 
change radically. 

In the article entitled "The profession of economist - horizon 2040", an attempt is made to 
assess the possible transformations into a profession with a history of over 2000 years, which will 
probably change radically or disappear. 

 
Key words: pension, financial profile, savings, new professions, retirement age 
J.E.L. classification: A2  

 
 

1. Introduction 
 

The CORONAVIRUS crisis has caught all countries unprepared to solve problems, causes, 
drugs, sources of funding or places in intensive care hospitals. Romania's economy in 2020 is 
estimated to suffer a contraction between 10% and 20% of annual GDP. It is not certain whether in 
2021, Romania's economy will recover and have a GDP growth. Judging by the estimated number 
of unemployed, the need for money for pensions and the rigidity of change for justice, school, 
health and public system bureaucracy, I believe that economic analysts who predict an economic 
contraction in 2020 and 2021 for the Romanian economy are right. 

The speed of adapting education in general and high school in particular to the demands of 
national economies after the CORONAVIRUS crisis could be a solution to reduce the negative 
consequences in the evolution of unemployment and purchasing power in Romania. 
 
2. Theoretical background 
 

In the specialized economic literature, the "theory of economic crises" is a widespread theme. 
Adam Smith, David Ricardo, Karl Marx, developed economic models for the development of a 
country, starting from the identification of real "ECONOMIC AND SOCIAL REVOLUTIONS". 

The CORONAVIRUS CRISIS can be a fundamental event that will lead to the change of 
structures that have become obsolete such as the United Nations (UN) or the World Health 
Organization (WHO). In Romania, significant results regarding the economic crises are found in 
the courses of Professor N.N. Constantinescu. 
 
3. Research methodology 
 

We used two research methodologies "statistical analysis of causes and effects" and "analysis of 
views on the development and change of professions as a result of the generalization of the 
digitization process." 

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

194



4. Results 
 
4.1. Romania after overcoming the CORONAVIRUS crisis 

Romania after overcoming the CORONAVIRUS crisis will probably be another Romania, with 
other priorities, including in the field of education. 

As it is now 
“Mother teaches that if you study you will do a GOOD high school, a GOOD college, an 

attractive MASTER and someone will hire you, with a good salary, you will get married, you will 
have children, you will buy a house / apartment on a mortgage that you will pay it until the age of 
70! ” 

In other words, you will be part of a happy family, which will also have some holidays, some 
clothes and money to pay for meditations for the education of children. 

As it really is 
There is a vicious circle in which we are urged to hire on the basis of an employment contract to 

first pay taxes and fees / commissions to: STATE, BANKS, BROKERS, LAWYERS, REPEATED 
MARRIAGES, BROTHERS-IN-LAW, THREADS, after which you remain useful for your 
utilities and pleasures: HOUSING, FOOD, MEDICINES, TRANSPORT, BASIC INSURANCE, 
CLOTHING, SMALL PLEASURES (TOBACCO, DRINKS, HOLIDAYS, SPORT, HOBBY, etc.) 

How will it be after CORONAVIRUS 
A new system of professions will be developed. It is estimated that 65% of the current 

professions, trades existing today WILL DISAPPEAR and other professions, trades, NEW 
activities will appear. 

These new professions will be practiced especially by people who will be educated to pay first: 
HOUSING, FOOD, MEDICINE, TRANSPORT,… etc .; and only after that will they pay TAXES, 
TAXES AND FEES TO: STATE, BANKS, BROKERS, LAWYERS, MARRIED MARRIERS, 
BROTHERS-IN-LAW, STAMPS. 

Is such a thing possible? 
YES, CATEGORIC YES by replacing the employment contract with a service contract or with 

an employment contract and a service contract. 
 

4.2. Knowledge map 
In a globalized economy it is not enough to say: I have a degree in economics, specialization 

"COMPANY ECONOMICS" and Master: "MANAGEMENT OF PUBLIC AND PRIVATE 
ORGANIZATIONS". 

The best presentation wording is: MY NAME IS IONESCU GEORGETA WHO I KNOW 
HOW TO DO 
1. Bulleted lists examples should be Times New Roman 11 point fully aligned, single spaced, 
hanging indent 0.5 cm. 
2. BALANCE SHEET AND PROFIT AND LOSS ACCOUNT using the SAGA Software, version 
2020 
3. Statements: 364, 200, 110, UNIQUE 
4. REVISAL 
5. INCREASE OF SHARE CAPITAL IN ACCOUNT 117 
6. Quarterly report of the administrator of a company: SRL and / or PFA 
7. Establishment of: SRL and / or PFA 
8. Corrected Accounting Net Assets for an SRL 
9. Recording depreciation on a tangible asset using the straight-line method 
10. Calculation and primary recording in accounting of gross, net and full salary, and related taxes 
11. Preparation of POs, final invoices and pro-forms 
12. Archiving financial documents according to their importance: for 10 years and for 50 years less 
than 10 years. 
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4.3. Lifelong hybrid training 
Lifelong "hybrid" training requires the existence of one or two basic training (eg economist and 

lawyer, economist and engineer, lawyer and vegetable grower) as well as a second skill to generate 
regular additional income, for example following its own business as an administrator and / or 
associate. 

BASIC PROFESSION: 
• ECONOMIST / ENGINEER / JURIST 

EXPERT COMPETENCE: 
• CECCAR 
• ACCA 
• UNPIR 
• ANEVAR 
• CCF 
• AMR 
• CAFR 
• ASPAAS 
• JUDICIAL TECHNICAL EXPERT 

OWN BUSINESS: 
• AGRICULTURE 
• CONSTRUCTION 
• TOURISM 
• IT 
• SERVICES UTILITIES 
 
4.4. Coronavirus crisis 

Coronavirus crisis affecting the entire planet shows that MONEY is important. If you don't have 
them, you can DIE FOR DAYS. 

How we defend ourselves: By assimilating financial knowledge 
What we need to know: 

• Minimum financial profile: 100/10/90 
• Recommended financial profile: 100/20/90 
• Financial protection fund 
• Financial security fund 
• Financial freedom fund 
• Comfort bottom 
• CAR 
• Mutual funds 
• Shares / bonds 
• When I take out a loan: only by keeping my financial profile 
• Market AERO 

Knowledge map: the evaluation of a company 
There are 3 approaches and several evaluation methods: 

1. The comparative approach:  
− Method of comparison based on data pairs 
2. Cost approach:  
− Net Accounting Assets (ANC) 
− Corrected Accounting Net Assets (ANCC) 
3. Revenue approach:  
− Net profit capitalization method 
− Method DCF 
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5. Conclusions 
 

After the CORONAVIRUS crisis, many financial habits will change. For example, the 
following concepts will increase in importance: Financial protection, Financial security, Financial 
independence, Financial freedom. 

Financial protection 
Until the crisis, many people believed that the state would take care of the "financial protection" 

of every citizen. 
That is, if he NO LONGER HAS SERVICES, the state will provide him with a minimum 

amount of money for UNEMPLOYMENT followed by a minimum allowance. 
After the crisis, every citizen of a state will have to own an INDIVIDUAL FINANCIAL 

PROTECTION FUND, consisting of the last 12 monthly incomes held in deposits with banks or, 
better, in SOCIAL FUND at a CAR. 

Financial security 
There are two established views on the concept of FINANCIAL SECURITY: 
Option 1: MONTHLY SALARY + Other periodic income such as: rent, dividend, annuity, 

inheritances, EXTRA JOB MONEY, shares, bonds, currency, investments in foreign currency or 
collectibles, etc. 

Option 2: THE FINANCIAL SECURITY THRESHOLD is determined by the relation: (T1x12) 
/ 0,06, where T1 represents the related monthly expenses for: housing, utilities, food and medicine, 
transport and basic insurance. 

Financial independence 
In the literature, the indicator of financial independence threshold is calculated using the 

relation: [(T1 + T2) / 0.06] x12, where T1 was presented above and T2 represents related monthly 
expenses for: CLOTHING, ENTERTAINMENT and SMALL PLEASURES (tobacco, drinks, light 
drugs, holidays, extramarital affairs, hobbies, theater performances, etc.. 

Financial freedom 
It is the moment when it is said that I have reached the retirement threshold in the sense of the 

TWENTIETH CENTURY: without working with a service contract or employment contract, I earn 
the same monthly amount of money. It is said that ROBERT KYOSAKI retired at about 42 years 
old, and his wife at about 37 years old, understanding that at that age they earned $ 1 million 
annually. 

From the employment contract it is very unlikely to reach the stage of FINANCIAL FREEDOM 
(exception: athletes, actors, international dignitaries, etc.). 
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Abstract 
 

Galati County developed around the Galati Steel Plant built after 1960 and almost closed 
today. Of the more than 45,000 employees on the steel platform in 1989, about 5,000 remain today. 

The production capacities of coke, 4 blast furnaces, 2 steelworks, galvanizing section and 2 
rolling mills from the main production flow have disappeared. 

Bankruptcy: ICPAM, ICMRSG, ATLAS companies that provided complex services for the 
Combined. 

There were about 44,298 SRL, PFA, SA, Family associations with fluctuating activity, 
undeclared work and high bankruptcy rate. Out of 10 companies that are being set up, I appreciate 
that 7 go bankrupt in the first three years of activity and another 2 in five years of activity. 

The CORONAVIRUS crisis has accentuated the trend of increasing unemployment, reducing 
population incomes and the transfer from Galati to rural areas. 

In the article I present some solutions to stop the negative trends from an economic point of 
view after overcoming the CORONAVIRUS crisis. 

 
Key words: change, financial, spiritual, family, professional 
J.E.L. classification: A2 

 
 

1. Introduction 
 

In conditions of crisis as we are at present in most countries of the world, a classic solution is 
recommended "in new times, new solutions". Something must be changed without trying to 
"discover the wheel" or "hot water." 

In my opinion, we can start from "The Wheel of Life", a concept developed by Zig Ziglar in the 
book Born to Win. Find your way to success". (Ziglar 2020, p. 44) 

 
Figure no. 1. The wheel of life 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: (Ziglar, 2020, p. 44) 
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In the opinion of the two authors mentioned, it is necessary to achieve a certain degree of 
success in every aspect of life. For the current generation of active population, it seems to me the 
understanding of four concepts, which I reproduce below: 
a. What does success mean? 

1. “Success means having a home, being surrounded by people you love and who love you in 
turn; 

2. Success means having financial security to meet your monthly obligations and knowing 
that your family is insured in the event of a death. 

b. What success does not mean 
3. Success does NOT mean wanting to make more money when you already have more than 

you can spend; 
4. Success is NOT just about work, you also need fun. 

 Although the Romanian school does not currently promote entrepreneurial knowledge in middle 
school, high school, college, doctorate, changing the attitude of the population towards private 
property would be a way to overcome the negative effects of the CORONAVIRUS crisis in 
Romania. 
 Specifically, it is appropriate to promote the idea that if I still have to work for more than 70 
years to be able to cover my minimum expenses for utilities, food, medicine, holidays then it is 
preferable to replace the employment contract with the service contract ( figure 2). 
 

Figure no. 2. Service contract, versus employment contract 
 LABOR CONTRACT  SERVICE CONTRACT 
    

Benefits • Safety – false 
• Minimal risk – false 
• Low taxes – false 

 • Safety - if you have knowledge 
• Minimal risk - if you prepare 
• Low taxes - if you improve 

Disadvantages  • Low safety 
• Maximum risk 
• High taxes 

 • Low safety – false 
• Maximum risk – false 
• High taxes – false 

Source: Own contribution 
 

2. Theoretical background 
 

After the Second World War, Romania came under Soviet influence in a proportion of 90%. 
The first strategic decision of the new communist leadership in Romania was the collectivization of 
agriculture and the second was the industrialization of the country. 

The Galati area was the "beneficiary" of both strategic decisions. Thus, the commune of Pechea 
in Galati County was the first commune in the country to set up an Agricultural Production 
Cooperative (CAP) and the Galati Iron and Steel Works, built between 1960 and 1990, became the 
largest industrial platform and the largest energy consumer in Romania.  

The revolution of 1989 in Romania generated profound changes in the structure of economic 
agents, their form of organization and their contribution to the country's domestic product. 

 
3. Research methodology 
 

We used three research methods: “historical analysis of strategic decisions in Romania after the 
Second World War”, “statistical analysis of the causes and effects of the industrialization process” 
and “socio-economic forecasting methods at the level of a region”. 
 
4. Results 
 
4.1. What is meant by "knowledge" 
 If you opt for an employment contract, it is appreciated that you have "peace" in terms of stress, 
fines, free time. What is not known is that you will NOT be able to maintain a home, you will NOT 
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be surrounded by people you love and who will love you, in a few words; YOU WILL NOT 
HAVE FINANCIAL SECURITY. 
 Knowledge is meant to develop your skills according to a five-point scheme. 
 

Figure no. 3. Five-point "knowledge" plan 
 
 
 

 
 
 
 
 
 
 
 
 
 
 

 
 
Source: Own conribution 

 
4.2. The perspective of SME development in Galati 
 The active population in the Galati area / region appreciates that they do not have 
entrepreneurial knowledge acquired through the educational system. But the "need for money" will 
lead to the need for "more sources of income" and duration of activity and to ages older than 65, 70 
and even 80 years and consequently the working population will be forced by the "economic 
reality" to find solutions. 
 The germs of the need for improvement by own forces can be observed from the analysis of the 
economic situation of two communes from Galati county: Matca and Valea Mărului. For example, 
Matca is a developed commune: incomes above the national average, supermarket, wholesale 
market, equipped dispensary, dental office, asphalt, sewerage, commercial bank. The example of 
Matca commune was also taken by Valea Mărului commune, which after 1989 developed slowly, 
slowly and in the markets of Galaţi also appeared the brand "tomatoes of Valea Mărului" and in the 
commune two wedding salons were developed, solariums, greenhouses, sewerage, asphalt, 
ecological pit. 
 In the county there are other communes that have copied the MATCA model, such as: Lieşti, 
Iveşti, Pechea, Slobozia Conachi, Rediu, Cuca, Braniştea or Gohor. 
 For the city of Galați, a possible explosive development could be SMEs with object of activity 
in: IT, food research, tourism on the Danube or Economic Consultancy for the reduction of taxes 
and fees. Unfortunately, there are three models of private environment development in Galati that 
have failed: SOFT PARK, FREE ZONE and INDUSTRIAL PARK (about 10 million euros of 
investments from European funds). 
 
4.3. What happened to the GREAT TAXPAYERS IN GALATI? 

At the beginning of the 90s, there were in Galați the so-called LARGE TAXPAYERS WHO 
collaborated with the largest company in the country in terms of turnover and number of 
employees, namely the Galati Steel Plant. 

Most of the employees of those companies were "forcibly industrialized" (they received 
apartments, were educated at work, received food stamps and sometimes treatment tickets or rest 
through the union) received a precarious vocational education, the intellectual layer being formed 
in significant percentage in evening or non-attendance education (fig. 3). 

 
 

WHAT I LIKE? (EXAMPLE: A HOBY) 

 I INVEST IN EDUCATION THROUGHOUT LIFE 

I AM ESTABLISHED / ASSOCIATED WITH PFA, SRL, 
SA, NGO OR FAMILY ASSOCIATION 

CAREER PLAN PER YEAR, THREE YEARS, FIVE 
YEARS, AND UP TO PENSION 

 MORE SOURCES OF INCOME: SALARY, DIVIDEND, 
RENTAL, RENT, SHARES, BONDS AND OTHER 
SOURCES 

1 

2 

3 

4 

5 
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Figure no. 3. Significant industrial actors in Galaţi in the 90s 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Own contribution 

 
Currently significant industrial actors have gone bankrupt or changed the scope of activities and 

laid off staff over the age of 30-40, who left their small fortune to children (the apartment and some 
money) and returned to the rural area where they came from. 
 
5. Conclusions 
 
 a. Effects of the 1989 revolution on the population of the Galati area 

1. The incomes of the population in the Galati area are well below the national average; 
2. Universities in the Galati area are not a significant attraction for young people, do not offer 

lifelong learning courses and do not do prestigious theoretical and fundamental research; 
3. The project "GALAȚI - BRĂILA, the largest urban area" in the country has fallen or left 

something on paper anyway; 
4. Young people are oriented towards paid services through poorly paid employment 

contracts; 
5. The CORONAVIRUS crisis will accentuate the negative trends for the population in the 

Galati area. 
b. Proposals for the development of the Galati area 

1. To prepare young people and the active population to make them opt for the replacement of 
"employment contracts" with "employment contracts plus service contracts"; 

2. Stimulating the working population (including the population over 65 years old) for the 
provision of services in 6 fundamental areas for the Galati area: IT services, agriculture, 
food research, naval research, specialized medical services and national economic 
consultancy for reducing taxes and duties. 

3. Promoting the concept of "university for the third age" at national level through online 
education; 

4. Resumption and implementation of the unification project of the cities of Brăila and Galați. 
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Abstract 
 

This paper provides an introduction to the auctioning within the EU’s Emissions Trading System 
via the European Energy Exchange (EEX) and ICE Futures Europe (ICE).  

To this purpose, the paper refers to the current situation of the national legislative and 
institutional framework in the field of the auctioning of ETS allowances and how it is linked and 
react to the EU policy/institutions. I depict the actors involved at EU and national level in the 
development and implementation of auctioning, but also how this process work in practice and the 
way auctions are conducted, the products, the participants, the EEX - EU common platform, 
auctioning volumes and their corresponding revenues at EU and national level and their use . 

The paper is descriptive, namely Article 10 of Directive 2009/29/EC and the revised Auctioning 
Regulation, to provide background for more analytically oriented articles, as well as to provide a 
presentation for readers who wish to learn about or be updated on the progress of the auctioning 
in EU ETS, especially at national level. 
 
Key words: climate change, EU Emission Trading Scheme, EU Allowances, auction, revenues 
J.E.L. classification: Q54 
 
1. Introduction 
 

The Directive 2003/87/EC establishes auctioning as the basic principle for allocation of 
emission allowances. Auctioning also provides a level playing field for competition on the internal 
electricity market to be further developed. 

The ETS Directive contains the general principle that all allowances not allocated free of charge 
are to be auctioned. In order to support clean technologies, from 2013 onwards EU ETS provides 
that greenhouse gas emissions allowances will be auctioned by Member States and no longer shall 
be given for free to industry . As Gans (2019) mentioned, “This means that businesses have to buy 
an increasing proportion of their allowances at auction or on the secondary market. In sectors other 
than power generation, a transition to auctioning takes place progressively over time”. 

Auctioning puts into practice the polluters pay principle and will eliminate windfall profits. In 
sectors other than power generation, a transition to auctioning takes place progressively. Starting 
2013 ETS industry received 80% of its allowances free of charge, but this will decrease annually to 
30% in 2020 and all the allowances not allocated for free shall be auctioned. In 2013 more than 
40% of annual allowances were auctioned, considering the significant share of power generation 
installations in the EU ETS and even with partial free allocation in eight Member States. This share 
will grow during the period, as the volume of allowances allocated for free decreases faster than the 
cap. 

During 2013-2020, the European Commission estimated that 43% of the total amount of 
allowances will be distributed for free, while 57% of the total amount of allowances will be 
auctioned.  

As well, the European Commission considers that (2018) “The revised EU ETS Directive for 
phase 4 aims to facilitate the achievement of the threefold objective of a 43% GHG emissions 
reduction for EU ETS sectors by 2030, safeguarding industrial competitiveness, and fostering low-
carbon modernisation and innovation by a series of interlinked measures.” 
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Figure no. 1 Breakdown of available EUA in phase 4  

 
Source: Report on the functioning of the European carbon market, COM(2018) 842 final, 2018 

 
The Auctioning Regulation establishes how works in practice the process of the auctioning of 

EU allowances (EUA). The details depicted by this regulation refers mainly to timing, 
administration and other aspects which ensure that the process is managed in an open, transparent, 
harmonised and non-discriminatory manner across all Member States. 

National governments appointed the auction platforms. At the EU level there are two platforms 
that auction EU allowances: 

European Energy Exchange (EEX) in Leipzig - the common auction platform used by 25 
Member States; EEX also serves as Germany’s and Poland’s opt-out auction platform; ICE Futures 
Europe (ICE) in London - the United Kingdom’s opt-out auction platform. 

The EEA-EFTA States will auction on the common auction platform as well. 
According to the EU architecture each Member State must appoint its auctioneer which is 

responsible for offering the allowances to be auctioned to the auction platform on behalf of that 
Member State. It also receives the auction proceeds and disburses these proceeds to the appointing 
Member State. 

A private or public body may be the auctioneer. At the same time the Auction Regulation 
foresees a single independent auction monitor for all auctions on all auction platforms which must 
oversight the auctions. In this respect it must submit monthly a report to Member States and the 
Commission on all auctions conducted that month.  

According to the Auctioning Regulation, at national level is established the following 
institutional framework: the Ministry of Public Finance is the authority designated as an 
auctionner; the National Securities Commission is the competent authority for the authorization 
according to art. 18 paragraph (3) of the Regulation; the National Energy Regulatory Authority is 
the competent authority for the authorization according to art. 18 paragraph (2) of the Regulation. 

According to art. 55 paragraph (2) of the Regulation, the competent authority for receiving the 
notification regarding the money and financing of terrorism is the National Office for Preventing 
and Combating Money Laundering. 

The Ministry of Public Finance as auctioneer is authorized to auction through the EU platform 
(EEX), the EUA allocated to Romania at EU level. 
 
2. Theoretical background 

 
Within the third trading period in 2013, auctioning is progressively replacing free allocation as 

the main method for allocating allowances to all EU ETS sectors except aviation. Article 10 (4) of 
Directive 2009/29 determined that the auction procedure is to be conducted in an open, transparent, 
harmonised and non-discriminatory manner. 

According to Gans, A. & all (2019) this means that businesses have to buy an increasing 
proportion of their allowances at auction or on the secondary market. As Stern (2007) stated 
financial markets also face big opportunities to develop new trading and financial instruments 
across a broad range including carbon trading, financing clean energy, greater energy efficiency, 
and insurance. 
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By this paper, I present the current situation of the national legislative and institutional 
framework on auctioning in comparison with the EU level. I also want to further elaborate on the 
literature with information on the functioning of the main pillar of EU carbon market, namely the 
auction of EU allowances and its implementation in Romania. 

 
3. Research methodology  

 
The aim of this paper is to identify the existing national bottlenecks as well as to improve the 

functioning of auctioning through concrete proposals in order to modify/adapt the current national 
legislative/institutional framework. 

This approach takes into account the fact that ensuring a proper implementation at national level 
allows a coordinated, harmonized and efficient function of auctioning under ETS “carbon market”, 
at EU level, across all 28 Member States. 

Regarding the adequacy of the methodology, the EUA price refers to secondary market 
auctioning data from the EEX compared with the shorter time series of EUA prices from 
Commission`s Communication 2011/C 99/03 "Guidance document on the optional application of 
Article 10c of Directive 2003/87/EC". 

At the same time I analyzed legislation and assessed relevant data and documents of the 
European Commission, European Environment Agency, private company, Ministry of Finance, 
Ministry of Economy, such as the Ministry of Energy, international and European institutions (sites 
and publications). 

Through the process, I have created an electronic database by collecting data on the auctioning. 
Based on the current research on the functioning of the EUAs auctioning at national and EU 

level, this overview may be helpful to recognize this allocation method for 2030 and guide its 
efficient implementation, including in our country. 

 
4. Findings 

 
Auctioning of EU allowances - how the auctions are conducted:  single-round, sealed bid, 

uniform price is the format used for EUA auctions which ensures participation of bidders, 
including by SMEs and small emitters covered by the ETS Directive. 

To be a successful bidder one should have placed bids at or above the clearing price. All 
successful bidders pay the same price, regardless of the price they specified in their bids. 

According to World Bank(2015) "at the end of the auction window, bids are sorted by 
descending bidding price. Bidders are served as long as the total quantity of allowances that was 
available for the auction is not reached”. 

 
Figure no. 2. Auctioning procedure – placing the bids 

 
Source: (World Bank, 2015, p. 34) 
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Products auctioned. The EUA can be spot products which means that within a maximum of 
five working days after the auction they must be delivered. 

Radu and Boaja (2007) demonstrated that "(...) the delivery and payment (goods or services) 
take place, at least theoretically, immediately after the conclusion of the contract, in which case it is 
called spot contract. … the basic feature of this type of contract is that it involves the mandatory 
delivery of the goods and the payment at the course spot or at the spot rate set on that day ”. 

Considering the EU regulatory framework for financial instruments markets, the EUA may be a 
financial instrument. The products auctioned by EEX and ICE are not such financial instruments. 

As Stern (2007) demonstrated. „Financial markets also face big opportunities to develop new 
trading and financial instruments across a broad range including carbon trading, financing clean 
energy, greater energy efficiency, and insurance”. 

Participants in the auctions. Any buyer from EU and the EEA-EFTA may participate in an 
auction. 

 
Figure no. 3  Primary EUAS market 

 
Source: Author`s creation by the use of https://ec.europa.eu/clima/policies/ets/auctioning_en 

 
The European Energy Exchange (EEX) represents EU`s common platform with the greatest 

level of harmonisation and predictability as compared to auctioning through two or more parallel 
national auction platforms. The Member States and the Commission have a common platform to 
auction emission allowances on behalf of the Member States.  

Adequate coordination between the opt-out auction platforms and the common auction platform 
must be provided. An auction platform can be appointed for 5 years at the most.  

European Energy Exchange (EEX) Common and its clearing system was appointed as auction 
platform by the European Commission and 25 Member States. After one additional year, starting 
2016, EEX was re-appointed as a common auction platform for a period up to five years. Three 
EEA-EFTA states, namely Iceland, Liechtenstein and Norway also contracted the EU`s common 
platform. 

The Commission and all Member States also have a joint procurement agreement for appointing 
an auction monitor. 

Germany, Poland and the United Kingdom opt -out of the common platform and appoint their 
'own' auction platform. ICE Futures Europe (ICE) in London was appointed by the UK to be its 
auction platform.  
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5. Auctioning volumes and the corresponding revenues 
 
a) At EU level. The total number EUA allocated to Romania in order to be auctioned is 

calculated according to the provisions of Directive 29/2009 / EC art. 10, paragraph (2) as follows: 
considering the verified ETS emissions for 2005 or the average of the ETS emissions from 2005-
2007, a share of 88% of the EUA to be auctioned will be allocated to MS (whichever is the 
highest); based on 2 criteria, namely the GDP/capita the possible economic growth, some MS 
receive 10% of the EUA to be auctioned; 2% of EUA to be auctioned will be distributed only to 
MS whose greenhouse gases emissions in 2005 where at least 20% under the Kyoto Protocol target 
(Bulgaria, Czech Republic, Estonia, Hungary, Latvia, Lithuania, Poland, Romania and Slovakia). 

For 2021-2030 period, the EUA allocated for auctioning will be distributed as follows: 
according to the emission criterion, i.e. the share held by the Member State concerned in total ETS 
verified emissions under the EU ETS, 90% of the total number of allowances will be allocated to 
all MSs; the rest of 10% will be distributed to certain MS for the application of the principle of 
solidarity , but also for growth and interconnections. For this purpose and for those countries with 
GDP / capita under 90% will be used the 2013 data. In Chapter III and II of the Auctioning 
Regulation are provisions on the annual volumes to be auctioned and the timing and frequency of 
auctions . 

At EU level, the total amount to be auctioned in the period 2013 - 2020 is represented by 
8,176,193,157 EU allowances. This estimated amount also includes volumes to be allocated free of 
charge pursuant to Article 10c of the ETS Directive. If Member States decide to use this option, 
from the estimated amount to be auctioned must be deducted the corresponding amount for 10c 
allocation (maximum transitional free allocation for electricity generators). 

If we do so, we reach the number of 7,496,268,081 EUA to be auctioned at the EU level during 
the current trading period. 

Considering the data from Table 1. The amount of general allowances auctioned in the current 
trading period at EU level (2013 – 2020) this represents more than 45,8 billion euro for the amount 
including 10 c allocation. 

The variation of EUA prices, between 3,96 and 15,58 euro was calculated considering the 
dynamic and evolution of ETS trading under the EEX during 2013-2018 period. 

 
Table no. 1. The amount of general allowances auctioned in the current trading period at EU level  
(2013 – 2020) 

Year The 
estimated 

EUA (tonne 
of CO2 eq) 

EUA price on 
the secondary 
market (euro) 

2013 1,066,444,135 3,96 
2014 1,055,457,778 5,23 
2015 1,043,568,216 6,87 
2016 1,030,777,152 4,71 
2017 1,017,062,324 5,16 
2018 1,002,630,749 13,41 
2019 987,734,136 15,48 
2020 972,518,667  
Total  8,176,193,157  

Source: adapted from https://ec.europa.eu/clima/policies/ets/auctioning_en#tab-0-2  
 
b) At national level. Considering the provision of the of Directive 29/2009 / EC art. 10, 

paragraph (2), Romania `s share of EUA to be auctioned represents 4,898% out of the total number 
of certificates available at European Union level. This percentage is divided into three categories as 
follows: a) the percentage related to historical emissions - Article 10 (2) a, respectively 2.84348%; 
b) the percentage related to the principle of solidarity - Article 10 (2) b, respectively 1.47495%; c) 
the percentage related to the progress made in 2005 for achieving the objectives of the Kyoto 
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Protocol - Article 10 (2) c, respectively 0.58%. 
 
Table no. 2. The amount of allowances auctioned by RO in 2013 – 2020 

Year The estimated 
EUA (tonne of 

CO2 eq) 
including 10c 

EUA 

The estimated 
EUA (tonne of 

CO2 eq) 
without 10c EUA 

2013 52.234.433,73 52.234.417,99 
2014 51.696.321,97 51.696.313,38 
2015 51.113.971,22 51.113.962,01 
2016 50.487.464,90 50.487.457,72 
2017 49.815.712,63 49.815.706,41 
2018 49.108.854,09 49.108.848,99 
2019 48.379.217,98 48.379.215,43 
2020 47.633.964,31 47.633.964,31 
Total  400.469.940,83 400.469.869,43 

Source: adapted from Report on the functioning of the European carbon market - COM(2018) 842 final, 
2018 

 
6. The use of revenues in Romania 

 
Member States must use for climate and energy related purposes at least 50 % of auctioning 

revenues or the equivalent in financial value of these revenues according to the revised EU ETS 
Directive. 

Esch (2013) indicated that „ The revenues from the auction will be redistributed in the following 
manner: 1) 29 % to the state budget; 2) 71 % will go to projects. 

Separately, the revenues from auctioning certificates from aviation will be directed as follows: 
1) 70 % towards the Ministry of Transport and Infrastructure, for projects to reduce emissions;                
2) 30 % towards the Ministry of Environment, also for projects to reduce emissions”. 

The percentage of 4,898% is divided as follows: 3,477%, representing 71% of the share of 
certificates allocated to Romania, consisting of 50% of the percentage related to point (a) - 1,422%, 
100% of the percentage related to point (b) - 1,47495% and 100% of the percentage related to point 
(c) - 0.58%, with projects aimed at adapting to the effects of climate change and reducing 
greenhouse gas emissions; 1.422%, representing 29% of the share of certificates allocated to 
Romania, consisting of 50% of the percentage related to point (a) - 1,422%, having as destination 
the state budget. 

In 2019, the Romanian Government issued and legislative act which states that: a) 29% from the 
revenues from the auction will be distributed to the state budget; b) 50% of the revenues  is made 
income to the Environmental Fund; c) 21% of the revenues will go to the Ministry of Economy, 
Energy and Business Environment in order to implement financial measures in favor of the sectors 
or of the subsectors that are exposed to significant risks of carbon leakage provided that such 
financial measures are according to the state aid rules. 

Until 2018, the authorities used 139 mil. EUR from the auctioning revenues by derogating from 
the scope of the EU ETS Directive, mainly in the transport sector: 

• the Metrorex infrastructure and investments 76 mil. EUR; 
• purchase of microbuses and buses – 43 mil. EUR; 
• reconversion of public transport buses from Diesel to liquefied gas -  5 mil. EUR. 
• bicycles tracks/infrastructure -  10 mil EUR. 
According to World Bank (2015) ”Until now, there is no clear, effective procedure for the 

administration and share of ETS auctioning revenues and no selection and prioritization criteria and 
guidance at the Environmental Administration Fund”.  

Based on the analysis performed by World Bank in 2015 the following sectors could be the 
pillars for the allocation of the EUA auction revenues: increase in energy efficiency of the 
households (other measures than those included in the Regional Operational Program and in the 
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National Program for Thermal Rehabilitation of Buildings); replacement of light bulbs, air 
conditioners, refrigerators and washing machines in households; development of renewable energy 
production on a small scale and for domestic use (existing investments covers only larger 
producers); forestry, biomass production and improvement of land use (complementary to any 
actions proposed in the National Plan for Rural Development for the period 2014-2020 or which 
are not not included in it).  

The same analysis mentions that the greatest potential to bring private money has the 
replacement of light bulbs, air conditioners, refrigerators and washing machines in households. If 
the public funds allocated to the program will be EUR 88 million, the program could attract up to 
EUR 205 million from the private sector. 

Considering this criteria, the following 2 sectors are ranked as follows: 
• households energy efficiency (with EUR 749 million as public funds for the program, possible 

additional contribution from the private sector could be up to 1.39 billion); 
• the production of renewable energy on a small scale and for domestic use ( with EUR 330 

million as public funds allocated to the program, possible additional contribution from the private 
sector could be up to EUR 612 million). 

 
Table no. 3. The amount of revenues for 2013 – 2020 in RO 

Year The revenues – 
euro 

2013 207.101.249,83 
2014 270.725.015,75 
2015 351.164.521,58 
2016 237.831.956,87 
2017 257.429.237,55 
2018 658.578.912,09 
2019 749.006.415,42 
2020 373.197.361,51 
Total  3.105.034.670,60 

Source: adapted from Report on the functioning of the European carbon market - COM(2018) 842 final, 
2018 
 

7. Conclusions 
 

Being the main allocation method for the current and next trading period under ETS, the 
auctions of EUAs represent the pillar of the functioning of the carbon market at EU and national 
level. 

Considering increasing volumes of EUA for auctioning and the correspondent prices, the 
revenues from auctioning become the main financing resource for national, EU and international 
climate measures in the fight against global warming. 

At national level, the revenues from auctioning the allowances were used without having an 
appropriate and efficient assessment procedure, transparent criteria and guidance nor based on the 
GHG benefits and costs reduction effectiveness. The selection system is not coordinated with 
sectoral Operational Programs under EU Cohesion Policy or other instruments to reduce GHG 
emissions.  

Until 2018, the authorities used 139 mil. EUR from the auctioning revenues by derogating from 
the scope of the EU ETS Directive, mainly in the transport sector.  

Starting 2019, Romania applied financial measures in favor of sectors or subsectors that are at 
risk of carbon leakage by allocating 21% of the amount of auctioning revenues for the 
compensation of indirect CO2 emissions. 

The analysis of World Bank mentioned that the greatest potential to bring private money has the 
replacement of light bulbs, air conditioners, refrigerators and washing machines in households. 

ETS auctioning revenues are indeed used, but financial and organizational scheme should be 
improved and further developed while amending the current legislative framework and financial 
and institutional scheme. An efficient and transparent use of funds from ETS revenues representing 
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more than 3, 105 billion euro for the period 2013-2020 requires the development of a viable and 
longer term climate financing mechanism. 
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Abstract 

 
In this paper we aim to highlight the importance of developing the industry of biodegradable 

and compostable products - an essential component of a sustainable bioeconomy, in terms of 
reducing the impact of economic activities on the environment, as well as ensuring quality of life. 
Romania, a country member of the European Union, has adopted all European regulations in the 
field, whilst supporting the development of regulations, policies, strategies, support and financing 
designed to help investors in the market. 

In the first part of the paper, we will make a brief presentation of the current situation of the 
plastics industry and then present the main aspects of biodegradable and compostable products, 
for the theoretical understanding of the problems to be analyzed, as well as showcasing a 
clarification of the basic concepts and the links between them. In the last part, we will highlight the 
importance and benefits of the development of the market for biodegradable and compostable 
products (especially packaging), in the context of a sustainable bioeconomy, a renewable segment 
of the circular economy. 

 
Key words: biodegradable, compostable, sustainable bioeconomy, circular economy 
J.E.L. classification: L65, M11, O13, Q01, Q16 
 
 
1. Introduction 

 
We live in a world where resources are limited. Global challenges, such as climate change and 

the degradation of land and ecosystems, together with a growing population, force all the world's 
economies to seek new ways of production and consumption that respect the ecological limits of 
our planet. At the same time, the need to ensure sustainability is a strong incentive to modernize 
our industries and strengthen the position of European Union countries in a highly competitive 
global economy, thus ensuring the prosperity of its citizens. To address these challenges, we need 
to improve and innovate how we produce and consume food, products and materials in healthy 
ecosystems through a sustainable bioeconomy. It can turn scrap and biological waste into goods of 
value. 
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2. Theoretical background  
 

2.1 Plastic, indispensable in the modern economy but with negative consequences on the 
environment and human health 

The word "plastic" in Latin - "plasticus", itself derived from the Greek "plasticos" which means 
"in relation to modeling". The basic feature of this material, "plasticity" - can be given by 
modeling, the desired shape, combined with a low price, has determined that this material to 
become indispensable in our modern economy. Moreover, it combines other valuable qualities, 
both physical such as: hardness, low density, breaking strength, heat resistance, as well as 
chemical: it rejects the achievement of a connection with water (hydrophobia) and biological 
inertia. Consequently, it follows that the notion of "plastic" has nothing to do with the raw material 
from which it is made (organic or inorganic, petroleum, etc.) or its biodegradation / composting 
capacity. 

Plastics are used in many areas of the economy, such as the packaging industry, the 
transportation industry, construction health, the electronics industry. Plastics production is expected 
to double in the next twenty years and almost four times by 2050. 

From a financial point of view, the plastics industry has a contribution of 27.50 billion euros to 
public finances in European countries and provides more than 1.5 million jobs in Europe. (Gontard, 
2018).  

The plastic packaging production sector is based on a linear value chain, which consists of 
extracting, producing, consuming and disposing, which has significant economic and 
environmental disadvantages.The circular economy is an alternative to the so-called “linear” 
economy, which is currently dominant - less than 10% of material flows are currently closed 
(Hoogzaad et al., 2018).  

Plastic generates significant negative externalities in the field of degradation of natural systems 
due to leaks, especially in the ocean; greenhouse gas emissions from the production and subsequent 
incineration of plastic; and the impact on health and the environment due to the components, which 
are of great concern. 

Currently, over 40% of annual plastic consumption is represented by disposable packaging. 
Regarding the recycling of these products, the situation in our country is worrying - we recycle less 
than 10% of the plastic we use (Biodeck, 2018), which puts us at the tail end of Europe, as shown 
in the image below. 
 

Figure no. 1. Recycling rate of plastic packaging 

 
Source:Plastic Europe 

 
2.2 The transition from plastic products to biodegradable and compostable products, an 

alternative in the context of developing a sustainable bioeconomy  
Despite all the measures imposed to improve the collection and processing of infrastructure, the 

leakage of plastic packaging into the environment can not be completely eradicated. In order to 
significantly reduce the negative impact on the environment of plastic packaging, it is necessary to 
produce biodegradable packaging in nature, both in soils and in water. 

In this context, plastics must be replaced with a resource other than petroleum products such as 
plants, which are biodegradable, ie are able to decompose naturally, without persisting for years 
and decades in the environment (Bruzaud, 2018) . 
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3. Research methodology 
 

The research methodology used is that of scientific documentation by studying the specialized 
bibliography, publications and scientific articles published in the international research flow, a 
method that allowed us to highlight the importance of moving to a sustainable bioeconomy, in the 
biodegradable and compostable products sector. uses renewable raw materials, a solution to reduce 
the use of fossil raw materials and the negative impact on the environment by simplifying the 
recycling chain of bio-waste. 

The main topic of research is biodegradable and compostable products - especially packaging 
and disposable products, in the context of a sustainable European bioeconomy, which supports the 
modernization and consolidation of the EU's industrial base by creating new value chains and 
greener industrial processes more cost-effective. 

 
4. Rezults  

 
4.1 Bioplastic - from the beginning to the end of life 

The term "bioplastic" has many meanings, representing products of different materials and 
properties. The prefix "bio" = life, can refer to the origin of plastic or the fact that at the end of the 
life cycle it is biodegradable. 

Bioplastics can be classified into three broad categories: 
1. Biological origins - generally from plants but end of life non-biodegradable 
2. Origins from fossil fuels and biodegradable end of life 
3. Biological origins and biodegradable end of life  

In a circular, sustainable economy, the third category is the ideal one. 
 

Table no. 1. Classification of plastics 

Origin / 
The end of life 

 
Organic base 

 

Petrochemical 
(No bio resources) 

Biodegradable (at 
minimum 
requirements 
industrial compost) 

starch polymers of 
potatoes, starch, or cellulose 
- PHA (polyhydroxy alkanoates) 
- PLA (polylactic acid) 
- bio-PBS (poly (butylene succinate) 

- PCL (polycaprolactone) 
- PBAT (polybutylene adipate-co-
terephthalate) 
- PBS (polybutylene succinate) 
- copolyester 

biodegradable 

- bio-PE (bio-polyethylene) 
- Bio-PET (bio-terephthalate ethylene) 
- bio-PTT (bio-
terephthalatetrimethylene) 
- polyamides (PA) and 
biosourced polyurethane (PUR) 

- PE (polyethylene) 
- PET (ethylene terephthalate) 
- PS (polystyrene) 
- PP (polypropylene) 
- PVC (polyvinyl chloride) 
- PA (polyamide) and PUR (Polyurethanes) 

Source: Information report - Biodegradable and compostable bioplastic  
 
Bioplastics are plastics produced from renewable biomass sources, such as: 
-vegetable oils extracted from flax seeds, sunflower, soybeans, olives, palm, etc .; 
- starch and sugars obtained from corn, potatoes, beets, sugar cane, rice, etc. 
- natural fibers such as straw, wood, sawdust, hemp, cotton, etc .; 
- animal proteins and lipids, such as whey, casein, fat or gelatin; 
- recycled food waste, etc. 
The processes used to obtain biodegradable products are biotechnological, such as extraction or 

fermentation or chemical processes such as dehydration, hydrolysis, etc.  
Organic polymers can have a structure of 2 types: a. one identical to that of fossil polymers or b. 

a completely different from the already known petrochemical polymers derived from starch. 
(ADEME, 2013). 

Currently, it is known that "plastics" can be made from plant resources. Today, whatever plastic 
product we can think of can be replicated using only materials derived from plants, if only into the 
stage of R&D (Bruzaud, 2018). 
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As we saw in the first part, even if the plastic used to obtain an increase in efficiency in the use 
of resources during their period of use, the carbon footprint is not one than one can easily ignore. 

When we talk about putting to use raw materials that have a renewable power instead of 
petrochemicals in the packaging industry reduces greenhouse gas emissions at all stages of the 
lifecycle - production, processing and post-consumption.  

 
4.2 How to define biodegradability? 

„A material is considered "biodegradable" if the decomposition under the action of 
microorganisms results in water, carbon dioxide and / or methane and by-products (biomass, 
residues) that are not toxic to the environment” (ADEME, 2005). 

The definition presened above is the one which is used commnly in at least five standards (such 
as ISO and CEN) on biodegradation requirements. 

Biodegradation is determined by a number of factors that can be classified under more than one 
category, but the most encountered categories are linked with the nature and there we can talk 
about the physico-chemical elements (temperature, humidity, pH) or microbological (here it can be 
more fluctuating taking into account both the nature or the amount of the micro-organism). 

Along the biodegradation process, physical processes take place, by breaking the material into 
smaller particles, followed by a series of chemical processes and finally, when the dimensions of 
the chains are very small, which means their molecular weight is very low and simultaneously the 
degree of oxidation becomes high, is the moment when biological degradation caused by 
microorganisms takes place (Ghiglione, 2018). 

There is the process called „composting” and it’s representing the transformation of aerobic 
nature. More specifically, this process can take place in 2 ways depending on the existence or 
absence of oxygen. When oxygen is present the reaction is exotermic and in the case of no oxigen 
there is also biogas obtained throguh the anaerobic reaction. The resulting products are compost, 
which is a fertilizer containing humic compounds and carbon dioxide. 
 

Figure no. 2. The process of aerobic biodegradation (with oxygen) - in a temperate, humid environment, 
with the presence of microorganisms 

 
Source: ADEME, 2015 

 
As can be seen from the very suggestive scheme, above, in addition to compost, there is a 

mixture of water and carbon dioxide, a mixture also used in the process of photosynthesis. We can 
speak here of a closed life cycle. Compost can be used in agriculture, instead of chemical fertilizers 
or in works to improve and fertilize the soil.  

Composting is easy to implement and allows local management without waste transport - 
Proximity compost. In fact the solution is not only easy to implement, it’s also cheap given that 
there is no material being moved anywhere complex and it’s also efficient (ADEME, 2015). 

Even here, there are more than one manners of composting, one is a lower-scale one (home 
composting) and the other one where one can benefit of the scale is the indutrial composting and 
they have commonalities (such as the decomposition is carbon dioxide, water, compost and the 
final result – the compost can easily be used as fertilizer), yet this is the simple part. In temrs of 
differences, of course when composting at home there are more variables such as the environment 
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(which can be controlled industrially), the temperetatur as well as the moisture level – this is all 
stable in the industrial part as a result of the scale to which things can be done and the existing of 
more technological resouces –this also has an impact on the biodegradation range which in home-
composting varies whilst in the industrial one is quite well-defined. 

We notice that in industrial composting plants, the environment, humidity and temperature are 
controlled, which reduces the composting period. Because the fermentation process is an 
exothermic process, the temperature naturally rises to 50 ° - 60 ° C. 

In view of the above, it is safe to say with no argument that any plastic that has a biodegradable 
nature should not be sent landfills or incinerated at the end of its life-cycle as their specificity is 
biodegradability. Actually, biodegradability could be advantageously used in compost or biogas. 

At European level, the standard governing composting requirements for packaging is EN 13432. 
Packaging that can be recovered by biodegradation and composting must meet four requirements, 
set by the standard, in order to be accepted for industrial composting: 
- Composition: material must  have a maximum level of volatile solids, fluorine and heavy metals; 
- disintegration: the original material must disintegrate under composting conditions; 
- biodegradation: at least 90% of the reference substance must degrade in less than 6 months; The 
quality of the final compost and the ecotoxicity must not be influenced by the packaging added to 
the compost and must not be dangerous for the environment. 

One of the requirements of the standard is to perform eco-toxicological tests on the final 
compost. The result must indicate a success rate of at least 90% of that of the control compost. 

 With regard to home composting, the same requirements as those of standard EN 13432 are 
used as regards the composition of the raw material, the quality of the final compound and the 
ecotoxicity, but the biodegradability thresholds differ (over 90% in less than 12 months) 
disintegration, because the composting periods are longer and are mainly due to the lower 
biodegradation temperature (approx. 25 ° C). 

The identification of compostable packaging is made on the basis of labels certified on 
international quality standards.The certification body provides assurance of compliance with the 
standard, on a permanent basis, through continuous surveillance or recertification audits. 

There two types of „OK compost” labels that certify each one something different: the first one 
is of industrial nature and certifies fact that the products meet the respective EN 13432 standard – 
attesting to their biodegradable nature under industrial conditions whilst the 2nd one, of home 
nature, confirm that the product is considered biodegradable and safe to compost in home-
conditions.  
 

Figure no. 3.examples of packaging compostability certification logos 
 
 
 
 
 
 
 
Source: Biodegradable & Compostable Eco Pack 
 

The factors that influence the biodegradation rate are: 
- physico-chemical: temperature, humidity, pH that we have already presented; 
- microbiological: quantity and quality of microorganisms in the degradation environment;  
- the molecular structure and properties of the polymers of which the material is composed. As 

such, where there is a low molecular weight polymer and a high degree of oxidation the 
biodegradation is taken care of by microbial enzymes. 

- hydrophilic or hydrophobic character of the material; 
- crystallinity; 
- manufacturing process of the material (extrusion, injection, thermoforming, etc.) 
- material formation conditions (temperature, pressure, use of plasticizers or additives).  
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Depending on the type of manufacturing process and the formation conditions, materials with 
very different characteristics will result, both in terms of their crystallinity, their composition or 
their behavior towards water, inducing different biodegradation methods (ADEME, 2005). 
 
4.3. Categories of biodegradable plastics 
Starch-based plastics 

Biodegradable starch-based plastics are the most widely used, representing about 50% of the 
bioplastics market. 
Cellulose-based plastics 

Cellulose fibers are less hydrophilic than starch so, when added to it, they improve the water 
resistance and mechanical properties of the final product. 
Protein-based plastics 

Biodegradable products can be obtained from proteins from different sources: gluten and wheat 
casein as well as soy protein. Soy protein has been used in plastic production for over a hundred 
years. 
Bacterial natural polymers 

Polymers such as PHA are produced by microorganisms by fermentation, to be more specific 
these polymers are synthesized by plants or microorganisms and in turn they have a biodegradable 
nature in normal conditions (Gontard, 2019). 
Synthetic polymers Base-bio 

Synthetic polymers are made by polycondensation. The best known is PLA (polylactic acid), 
resulting from the polymerization of lactic acid molecules. PLA, which is a synthetic material, is 
biodegradable in compost under industrial conditions. 
Polymers derived from petrochemicals 

They are materials obtained from biodegradable synthetic polymers, especially aliphatic 
polymers, such as PCL (polycaprolactone) and PBS (polybutylene succinate), 

 
4.4 Areas of use of biodegradable and compostable products 

Biodegradable and compostable products are mainly used in the manufacture of disposable 
items. Special plastic packaging and bags are among the first products made of biodegradable 
bioplastics: green and organic waste collection bags, food packaging and containers, plastic utensils 
(cutlery, glasses, etc.) and some hygiene products (cotton- floppy disks, exfoliating microbeads, ear 
sticks, etc.), coffee capsules and much more. 

Using specific production lines, the compostable packaging industry could become an 
interesting mechanism for soil fertilization(Ellen MacArthur Foundation, 2016). These specific 
uses relate in particular to garbage bags for organic waste or food packaging used by fast food 
establishments, canteens and other closed systems.. 

To note is that of outmost importance is for the plastics with biodegradable nature is for them to 
maintain their nature in the marine enviroment, and this is mandatory for all products considered 
likely to reach any type of water (be it sea, ocean, river, lake etc.) – such products can be tools 
linked with fishing (fishing nets or lines etc.)  

An important economic branch where biodegradable products are used is the cosmetics industry 
and liquid laundry / dishwashing detergents. Development in this branch is a necessity due to the 
fact that many components of those are easily discharged through the sewer and without being 
passed through any waste-water treatment plant it is easy to assume they will end up in various 
types of waters causing permanent contamination.  

Last but not least, industrial, chemical or pharmaceutical packaging areas, among others, may 
also have an interest in the use of biodegradable bioplastics.  
 
4.5 The need to switch to biodegradable bioplastics 

It is necessary to switch to biodegradable and compostable products aiming to bring to a 
minimun the negative impact on the environment of such products – the most common example si 
any disposable items with a lifespan of only a few minutes even, yet a lifespan of degradation of at 
least a few decades. Apart from the long term it takes for them to naturally decompose, there is also 
the threat of it to end-up in the waters and in turn harm the entire aquatic ecosystem.  
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The development of environmentally friendly plastic packaging and the fact that the negative 
effects are significantly reduced, is obviously considerable progress. The ultimate goal is to take 
out of the circle anything that takes longer time to be naturally decomposed. This is the way to 
capitalize on the concept of planned obsolescence, in order to obtain from the design phase a 
plastic to which we can predict the decomposition time (Bruzaud, 2018). 

The biodegradable nature of materials comes with endless options for the end-of-life os sucha 
materaisl, being it through full biodegradabilior or compostability or even turning in biogas through 
digestion of anaerobic nature. Such bio-based and biodegradable materials are what guarentees us 
all from the very begining that they will be decomposed in an organic manner (Gontard, 2018). 

Ecological and biodegradable organic recovery of bioplastics is in consequence a suitable-like-
a-glove solution which can easily and suitably be integrated whne we talke about the end of life for 
plastics. 

But it is naive to be optimistic or to say that biodegradable bioplastics will help solve the 
problem of ocean pollution with plastic. Because, this is mainly due to the lack of civic spirit. This 
is primarily a behavioral and waste collection problem, and it is obviously not the biodegradable 
bioplastic that will solve this behavioral problem. 
 
5. Conclusions 
 

The beauty of the feasibility of this materials come with a higher cost for biodegradable and 
compostable products when compared to conventional plastics derived from petrochemicals. It’s 
not only about availability only, but it’s also all the investement that has to be made along the lines 
when we talk about factories switching, new reasearch to be financed and all the processes that 
come along which need to adapt and to go through a costly trial & error period.  

However, the savings it generates, as well as improved manufacturing processes and 
theevolution of the price of oil, tend to make biodegradable and compostable products increasingly 
competitive vs plastics derived from petrochemicals. Reducing production costs and developing 
viable economic models are therefore one of the first objectives of research and innovation. 
Lookin at the legislation, there is a lack of international legislation to promote or require the use of 
biodegradable materials from renewable resources. Still, we see some steps, such as those taken by 
the European Union by adopting the European Directive banning eight disposable plastic products: 
cutlery, plates, straw, food containers and PES cups, cotton swabs, stirrers and rods from plastic for 
balloons. Although the Directive has been published, the obligation to use biodegradable plastics 
for these products as alternatives is not yet implemented. 

Today, biodegradable and compostable products are important for the end of life, respectively 
for composting (household or industrial) or biogas. Their biodegradability allows them, in 
particular, to integrate into the ecological recovery of the bio-waste industry. 

Although this process of recycling organic waste is currently very developed in many European 
countries, it is still in its infancy in our country, as there is no organized network at the level of 
territorial administrative units, dedicated to the recovery of organic waste. In order to integrate into 
an economy of circular organic matter, it is necessary that biodegradable and compostable products 
no longer reach landfills or incineration. As a consequence, it must be developed urgently in 
Romaniaa program on waste management - compost component. 

It is necessary to inform and educate consumers about the advantages and disadvantages of 
these products, the need to separate the fractions of compostable waste at source, as well as the 
responsibility of each for their release into the wild. As for other materials, all solutions considered 
to reduces plastic pollution is also based on the adoption of virtuous behavior. Raising awareness, 
educating and informing citizens is at the heart of all policies, in order to better manage the end of 
life of plastics, in particular to optimize separation at source and packaging collection. 

In order to avoid confusion, it is particularly important for users to be able to easily identify 
biodegradable materials, but also how they can be assessed individually or composted only 
industrially. 
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In conclusion, it is important to note that research and innovation in biodegradable materials is 
particularly strong today. They have been the subject of more than 1,400 scientific publications per 
year in the last decade (Gontard et al., 2018) . On this subject, research and innovation are 
progressing and developing worldwide. 
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Abstract 
 

The Community-Based Local Development Guide (DLRC) was developed for the period 2014-
2020 for direct information of the participants in local action groups, offering practical tools and 
recommendations for implementing DLRC initiatives in a variety of contexts. DRLC allows local 
strategies to focus on challenges such as social inclusion discrimination against gypsy groups and 
other disadvantaged groups, or climate change. 

The power of local actors are  important in local development and  the strategies that place 
local development under the responsibility of the community can provide solutions in an 
increasingly diverse and complex context. At the same time, one of the foundations of the European 
model is diversity, the challenge being to identify ways to preserve it and transform it into an 
advantage, not a burden. DLRC in urban areas offers enormous possibilities to address certain 
specific challenges in cities and to highlight the untapped potential of people, economic entities 
and civil society to make their mark on local development. 

This  article  focuses on existing partnerships in rural and fisheries areas, in order to help them 
using the new regulations to meet some of the challenges emerging. The article also contains 
sections relevant for new partnerships in cities and those aimed at social inclusion.  
 
Key words: community, local development, responsibility, local actors 
J.E.L. classification: R11, R58 
 
 
1. Introduction 
 

The Community-Based Local Development Guide (DLRC) was developed for the period 2014-
2020 to present participants in local action groups with practical tools and recommendations for 
implementing DLRC initiatives in a variety of contexts. 

The document is needed to convince representatives of cities and social organizations that the 
DLRC is an effective tool that addresses many of the challenges they face and to highlight how the 
European Social Fund (ESF) and the European Development Fund can be used. regional level 
(ERDF).  

For LEADER partnerships already formed, the guide aims to support the development of 
strategies with increased effectiveness and more accurate objectives, which aim at precise results 
and which are correlated with the dynamics of external conditions.  

The guide is based on the new results framework which, once achieved, demonstrates the 
achievement of the objectives of the Europe 2020 Strategy.  

The guide targets a target audience of local actors and experts, coordinators and chairs of local 
action groups. However, the guide is also valid for managing authorities (MAs) and other 
stakeholders involved in the implementation of DLRC, entities that understand the key issues 
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facing the actors on the ground. The guide is designed for both new partnerships in cities and for 
social inclusion, as well as for existing LEADER partnerships. 
 
2. Theoretical background. Why is the power of local actors important in local development? 
 

DLRC is a term promoted by the European Commission to describe a top-down approach to 
traditional development policy. In this sense, in order to develop locally, control is taken over by 
the local population who, based on a local partnership, capitalize on an integrated development 
strategy. The strategy focuses primarily on local strengths (socially, environmentally, 
economically) and less on compensating for the problems facing the community. This new 
development perspective gives the local partnership decision-making power over how accessed 
funds are spent in the short, medium or long term. 

Strategies are designed and projects are selected by local entities. This is the most distinctive 
feature of DLRC and its most important advantage. Into the  compared to other classical local 
approaches, those who in the past were passive “beneficiaries” of a policy become active partners 
and promoters of  its development. Such strategies that place local development under the 
responsibility of the community can provide solutions in an increasingly diverse and complex 
context. 

At the same time, one of the foundations of the European model is diversity, the challenge being 
to identify ways to preserve it and transform it into an advantage, not a burden. 

In some areas, the differences between countries and regions are growing, becoming 
increasingly difficult to solve them through standard "top-down" policies, even if they are 
implemented through a local office. To give just one example, youth unemployment rates range 
from 7.5% in Germany to 56% in Spain and 62.5% in Greece. 

The applicability of DLRC has been expanded, allowing local strategies to address areas such as 
climate change, social inclusion, the separation of gypsies / disadvantaged groups, youth 
unemployment, urban poverty, links between urban and rural areas, etc. 

Although the DLRC approach was originally developed in rural areas with the support of the 
EAFRD (European Agricultural Fund for rural development) and was subsequently applied in 
fisheries and areas currently funded by the EFF (European Fisheries Fund) there is a possibility to 
extend it to the areas usually addressed by the ESF (European Social Fund) and ERDF (European 
Regional Development Fund).  

The European Commission emphasizes that local development takes place over a long period of 
time covering several programmatic periods and, therefore, recommends successive access to 
structural instruments. Thus, DLRC becomes an attractive tool, which facilitates the strengths of 
the community and strengthens local administrative capacities 

The Commission also considers that local budgets for DLRC need a certain "critical mass" to be 
with budgets of at least EUR 3 million over seven years in general concerns the commitment of 
public funding for a funding period. With all however, funding can and should be higher in urban 
and other areas a higher population density. 
 
3. Launching a DLRC project in five main stages       
           

This model of local strategy in which the responsibility is assigned to the community has been 
applied for over 20 years, through the LEADER initiative, in rural areas and for about 5 years, in 
coastal and fishing areas, through the EFF axis. Elements of local development under the 
responsibility of the community have long been observed in ERDF-supported cities (through the 
URBAN and URBACT Community Initiatives programs) and in certain initiatives aimed at 
promoting social inclusion (EQUAL, local employment initiatives and pacts). territorial 
employment). In order to support local partnerships, guides and manuals have been developed that 
regulate how local communities can be supported during the first stages of a DLRC project. Such 
tools are LEADER or URBACT programs. 
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However, it must be borne in mind that the time and resources needed to launch a strategy and 
achieve a local development partnership under the responsibility of the community depend very 
much on the local context, the experience and the capacity of local actors and organizations. The 
stages that applicants go through can be centralized as follows: 

1. The vision, materialized in a strategy. DLRC starts from understanding the local context and 
has in the foreground the vision and mission of the community, respectively the objectives to be 
achieved and the way to transform the weak points into strengths. Through this approach that 
reverses the conventional way of development "from top to bottom", local actors seek to address 
current needs, needs identified through the use of participatory work techniques. 

2. Creating the partnership with actors who can contribute to achieving change. Usually, stage 
2 is done in parallel with the decision on the changes that the community wants to make. The stage 
requires direct contact and enough time to identify the main problems, hidden intentions and past 
resentments that exist in local communities. In order to obtain an objective perspective, the 
“stakeholder analysis” can be applied, which allows the clarification regarding the level of interest 
and the capacity to influence the results, by the local actors. At this stage of work, the common 
long-term objectives are clarified as well as those activities that lead to fast and efficient results. 

 3. Delimitation of the targeted area. Unlike conventional strategies, the DLRC's "bottom-up" 
approach does not provide for predefined administrative boundaries. However, the role of the 
regional / national authorities is to indicate the eligibility criteria of the targeted areas and the 
selection criteria of the applicants, the decisive role of the local actors being to establish the most 
adequate limits for achieving their own objectives. In this sense, they must pay attention to the 
selected area so that it is suitable in size (neither too small nor too large), ensuring the optimal 
framework for achieving the proposed objectives. Finally, the area must be "coherent" in terms of 
physical, social and / or economic, as well as in terms of strategy objectives. 

4. Preparation of the action plan, elaboration and submission for financing of the financing 
request. Following the clarification of the proposed change, the logic of the intervention, the way in 
which the change can be measured and the main activities that can ensure the achievement of the 
proposed objectives, the good intention of local actors is necessary to be translated into a realistic, 
coherent and prudent action plan. the risks are analyzed and solutions for overcoming undesirable 
situations are presented). The document, in order to access a non-reimbursable financing must be 
accompanied by a financing application which, once approved, ensures maximum chances of local 
progress. To this end, it is necessary for the documentation to demonstrate that the resources 
involved (human, financial, time) correspond to the needs, objectives and expected results of the 
project.  

5. Establishing a system for reviewing, assessing and periodically updating the strategy. 
Economic crises significantly affect local economies and implicitly partnerships. That is why they 
need to establish and apply mechanisms for periodic evaluation of the estimated results, to assume 
the errors and successes obtained and to identify solutions that can become benchmarks for good 
practice. That is why the European Court of Auditors, in its report on the LEADER program, stated 
that it is necessary to improve and regularly integrate the activities provided in the SDL, as a 
mandatory part of the learning process. 
 
4. How can DLRC partnerships be supported to meet the new challenges? 
 

This section focuses on existing partnerships in rural and fisheries areas, in order to help them 
use the new regulations to meet some of the challenges emerging. However, the sections it contains 
are relevant, also for new partnerships in cities and those aimed at social inclusion.  

In many Member States, the situation facing local communities at the beginning of the period 
2014-2020 programming differs greatly from that of the last two periods of programming. If 
properly implemented, the changes will improve the ability of local partnerships to meet some of 
the new challenges they face. Also, the geographical implications of these changes at the country 
level are both complex and diverse. For example, some argue that there will be a greater 
concentration of economic activity in urban areas, that development will slow down and even 
stagnate in attractive tourist and residential areas, and that areas that depend significantly on 
traditional industrial, construction and / or industrial sectors, or public transfers will continue to 
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face a significant decline (Davezies, 2012). The next round of local development strategies must 
keep pace with the main changes in the needs of citizens and, where possible, to identify ways to 
support many local creative solutions that have already emerged. Despite the differences between 
countries, most local development strategies will have to hold account for some of the following 
changes in local contexts. 

On average,  unemployment rose by more than 47% in the EU between 2007 and 2012, with 
consequences very serious for young people. One in two young people are unemployed in Spain 
and Greece, although the variation between countries and local areas is huge. There are huge risks 
not only of losing a generation with a high level of education, but also to create a large group of 
dissatisfied and young people revolted. What short-term and longer-term measures can be taken to 
create jobs and to support young people locally ? 

In many countries, domestic consumption has collapsed or stagnated, so markets for new and 
existing businesses often contract. In this context, it is difficult to create new jobs and the first 
priority is usually to save the existing ones existing. However, some traditional core sectors such as 
agriculture, fishing and food are holding up pretty well and reconsideration may be needed their 
role in local economies. 

Private funding has been depleted in many countries, exacerbating the situation described above 
and making it very difficult for project initiators to find the necessary funding corresponding to EU 
grants. How can regions have access to funding or to create alternative sources of funding ?  Public 
investment has been reduced in most countries, making it difficult to find  sources of co-financing 
for projects. In many of the new Member States, infrastructure inadequate is still a major obstacle 
to local development. In the same over time, the maintenance of existing infrastructure becomes a 
problem in other countries. It is possible to develop new (shared) uses and ways to maintain the 
stock of public assets ?  Public spending has been drastically reduced in many countries, leading to 
reductions in funds for education, health, social services and social benefits. Reduction allocated 
funds means fewer jobs and causes local authorities to use EU funds to identify new ways to design 
and deliver services the base. 

Poverty and social exclusion have increased in most countries. However, the geographical 
implications of this phenomenon are complex. In some cases, there may be a population return to 
rural areas or certain urban neighborhoods because of the cost life is smaller and there are more 
family and self-help networks. Climate change and the need to move to a low - carbon society. 
Carbon is central to EU policy and is currently a horizontal priority in the EU all areas of EU 
policy. The urgent need to reduce greenhouse gas emissions greenhouse and establish a new 
paradigm of economic development based on the concept of ecological growth and sustainable use 
of resources is a major change for next programming period. 

What does the Commission mean by "defining the area and population covered by the 
strategy"? The main point here is that the definition of area and population must be consistent and 
justified in relation to the strategy that the Community intends to implement. The population in the 
target areas must be at least 10,000 inhabitants to have a meal necessary for the implementation of 
the strategy. Also, the population cannot be more than 150,000 inhabitants, so that there is a sense 
of identity and population local government can be directly involved in decision-making. However, 
there may be some exceptions justified (for example, for islands or densely populated areas and 
neighborhoods) when the strategy allows this. 
 
5. Why and how is local development implemented under the responsibility of the community 
in cities implemented?     
          

DLRC in urban areas offers enormous possibilities to address certain specific challenges in 
cities and to highlight the untapped potential of people, economic entities and civil society to make 
their mark on local development. 

If in the old approach to the development of urban areas were mainly targeted economic 
development and social inclusion, the new approach may also target ways of community 
management for open spaces, housing, sustainable food, production, local energy distribution or 
reducing emissions carbon. The new approach takes into account not only disadvantaged 
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neighborhoods inside cities, as happened in the 1990s, but also craft and industrial areas (less 
developed), cultural and creative districts. 

It should be noted that the philosophies on which DLRC was developed date back to the 19th 
century, when students intervened in poor neighborhoods (USA and Great Britain). 

Currently, local actors have the chance to exchange experiences that can be established between 
European cities or with cities in other parts of the world, which facilitates obtaining information 
and identifying optimal solutions on providing affordable housing, improving public health and 
combating gang violence. 

For example, the local authority of the city of Seoul implements a collaborative economy, 
supporting the consolidation of the urban community and promoting a new model of economic 
development aimed at sharing resources through the local park of social innovation. 

Japan has developed a neighborhood-based community business model with an emphasis strong 
on environmental issues. The city of Medellin in Colombia won the title of "City of the Year" in 
2013 and put in apply community-based approaches to addressing related social issues violence, 
urban transport, service provision and living conditions in neighborhoods fringe (favelas). The 
World Bank has brought together all local and development-based approaches Community 
(Binswanger Mkhize, Regt and Spector, 2012), with a special focus on scaling up solutions. 
 
6. Local development strategies placed under the responsibility of the community in urban 
areas 
 

There can be a combination of sectoral policies, territorial policies and approaches in any field 
community based. There are several integrated actions to address economic, social, climate, 
demographic and environmental challenges affecting urban areas, taking into account the need to 
promote the links between urban and rural areas. Integrated urban development strategies are 
needed to attract at least 5% of the funds allocated to each Member State through the ERDF and the 
urban authorities implementing those strategies are responsible for at least project selection. 
Strategies can be programmed as a specific multi-thematic priority axis for urban development, as 
an integrated territorial investment (ITI) or as a specific program urban development. In the period 
2014-2020, it is expected that DLRC in urban areas will be used for a wide range of thematic 
objectives.  

It can be used to reduce CO2 emissions in neighborhoods, to generate energy, to develop a 
collaborative and more circular economy, to integrate migrants and strengthen social cohesion, to 
create jobs locally, to address the issue of homelessness, drug trafficking and street crime, to 
improve health and well-being, to create and manage community parks and gardens, and to grow 
food Low carbon communities DLRC in urban areas can play an important role in supporting 
communities to reduces carbon emissions, thus contributing to the goals of the Europe 2020 
Strategy among the approaches that are most effective are based on local forms of cooperation. 
Approaches may include new ways of car sharing, moving from individual efforts to improve 
energy conservation in street-level approaches or neighborhood in terms of refurbishment, 
generation of energy from renewable sources in community (wind, water, biomass). Example of 
Monteveglio, near the city Bologna, illustrates what can be achieved. 
 
7. Why and how is socially inclusive DLRC implemented ? 
 

DLRC conducive to social inclusion and employment has enormous potential to involve people 
who cannot be covered by general employment and inclusion policies. Socially inclusive DLRCs 
may target a specific target group, such as the homeless, but they benefit from DLRCs through a 
territorial approach, which focuses on their local and social context.   Compared to rural areas 
(EAFRD), where DLRC is implemented through LEADER approach, and with fisheries areas 
(EMFF), where a specific Union priority is dedicated to local development strategies placed under 
the responsibility of the community. 

DLRC is in favor of social inclusion, being included only in a small number of partnership 
agreements that Member States have concluded with the Commission. 
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However, social inclusion can be approached in an integrated way because applicants from 
DLRC areas can access funding directly through the ESF. 

Local promotion of social innovation . The ESF and ERDF regulations explicitly mention social 
innovation as a means of redefining and addressing local services and challenges, both in terms of 
objectives and means. In this sense, social innovation not only responds to social needs but also 
allows the creation of new social collaborations allowing the improvement of society's capacity for 
action. 

 A wide range of approaches to social innovation. It is illustrated in the recent guide on social 
innovation in cohesion policy, which provides a number of examples supported by the ERDF and 
the ESF. The guide also explains how initiatives such as social innovation camps, live laboratories 
and the design thinking process can improve the customer experience of the service in question 

DLRC strategies favorable to social inclusion. Social inclusion can be integrated into DLRC 
strategies in different ways. At the beginning programs, training support is available for newly 
established partnerships. The start-up phase requires considerable capacity-building activities and 
communication with the community to set up relevant local action groups for local challenges and 
to develop the capacity of local organizations to put in  implement projects and manage funds. 
Because the "local" dimension means where people live and work, it is crucial for labor market 
policies. The DLRC provides the opportunity to link different policy initiatives from different 
administrative levels.  Local analysis can also highlight the vicious funding circles that means that 
the organizations that make the most efforts to help their citizens find a job are rarely rewarded 
proportionally.  

DLRC priorities for inclusion. Inclusive DLRC has generally focused on addressing certain  
problems in the context of a high unemployment rate. However, there were also approaches 
targeting a specific group, such as one of the Poverty III projects in Ireland, which focused on 
improving relations between nomadic communities and local communities in Dublin. 

 For the period 2014-2020, local strategies are likely to have more scope varied than in the past. 
If some will start with certain target groups, it is expected that this will take place in a more 
integrated framework of the area. 
 
8. Conclusions 
 

As we have showed, DLRC is a term promoted by the European Commission to describe a top-
down approach to traditional development policy. The most important advantage of DLRC is that 
strategies are designed and projects are selected by local entities. Over time, the applicability of 
DLRC has been expanded, allowing local strategies to address areas such as climate change, social 
inclusion, the separation of gypsies / disadvantaged groups, youth unemployment, urban poverty, 
links between urban and rural areas, etc. 

The European Commission emphasizes that local development takes place over a long period of 
time covering several programmatic periods and, therefore, recommends successive access to 
structural instruments. Thus, DLRC becomes an attractive tool, which facilitates the strengths of 
the community and strengthens local administrative capacities 
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Abstract 
 

The pandemic caused by the new coronavirus is disrupting financial markets around the world, 
and imported effects on the world economy are expected as a result of crisis management 
measures. This pandemic causes not only a drop in demand but also a drop in supply caused by 
declining production, the consequences being a shortage generated by products and a rapid rise in 
prices. In this economic context, trade has been strongly influenced at the global level. Although 
the development of the e-commerce segment was on everyone's agenda, this transition to online is 
becoming steeper in the current context, and the big winners will be those who will be able to 
adapt as quickly as possible to new realities, by providing the necessary infrastructure. This paper 
aims to analyze some aspects of the impact of the pandemic on world trade and the influences on 
trade in Romania. 
 
Key words: pandemic, health, economics, trade, development 
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1. Introduction 

 
The pandemic caused by the new coronavirus is disrupting financial markets around the world, 

and imported effects on the world economy are expected as a result of crisis management measures 
(Barbosanu, 2020). 

Four of the world's top economies, China, Japan, South Korea and Italy, accounting for about 27 
percent of global GDP, are fighting disease control. The pandemic affects all G7 and G20 states, 
but will have a disproportionate impact on the populations of low- and middle-income countries. In 
the case of Italy, the figures indicate losses of up to 0.4% of GDP. The tourism sector seems to be 
the hardest hit, with cancellations of 22 million bookings and losses estimated at 2.77 billion euros 
(Marinescu, 2020). The negative economic impact generated by the pandemic is very high 
compared to 2008 when the collapse of financial markets massively affected the economy. In this 
economic crisis we will not face an ordinary financial crisis, but a public health crisis with financial 
symptoms where the effect of classic countermeasures, monetary and fiscal incentives, is very 
limited. 

Both Romania and the EU and the United States make great efforts to protect and maintain 
food, energy and medicine supply chains, but quarantine and isolation at home have a serious 
impact because the tendency to make stocks is irresistible, regardless of calls, authorities or chain 
stores. 

This pandemic causes not only a drop in demand but also a drop in supply caused by declining 
production, the consequences being a shortage generated by products and a rapid rise in prices. 

 
2. Theoretical background 
 

The first plague pandemic, also called the Justinian plague, which broke out in 541, changed the 
structure of the Western world forever. Food production was severely affected, followed by famine 
for eight years. The agrarian system of the Empire was restructured to become the feudal system 
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divided into three areas. The economic and social destruction caused by the pandemic marked the 
end of the Roman rule and led to the creation of distinct social groups, which later formed the 
nations of medieval Europe. The plague pandemic, which lasted until 750, allegedly killed between 
a quarter and a half of the population of the Mediterranean area. 

The second pandemic, triggered by the so-called "Black Death" plague, devastated late 
medieval and early modern Europe, Southwest Asia and North Africa, as well as other regions. The 
"Black Death" allegedly killed 40% of Europe's population between 1347 and 1352. The hardest hit 
regions were England, Italy, France and Spain, which lost up to 50-60% of their population in just 
one or two years. Europe regained its pre-pandemic population around 1600. 

The third plague pandemic killed millions of people in South and East Asia at the turn of the 
twentieth century. The disease spread around the world over the next five decades, with the 
pandemic ending in 1959, causing more than 15 million deaths, most of them in India. Preventive 
measures taken following this pandemic targeted maritime trade. In Venice, in 1897, quarantine 
centers were set up, controls for ships coming from areas with infections, and sanitation measures 
for ships, passengers, crews, and goods entering Europe. Thus, new principles for modern 
international prophylaxis have emerged. Many changes have taken place in preventing the 
recurrence of pandemic plague, such as germ theory and the science of bacteriology, public health 
measures such as quarantine or antibiotic treatment (Marinescu, 2020) 

We are experiencing a global multi-crisis, public health crisis, economic crisis and climate crisis 
- perfect bad-timing. However, a number of general trends can be foreshadowed. Just the fact that 
everyone predicts more or less radical changes is an indicator that something is happening. Initial 
hysteria and panic primarily created a consumer boom before the global recession. Now there has 
been silence, except in Wuhan, the original center of the pandemic, which has partially resumed its 
activities. And in the rest of the world, activity seems to be resuming, albeit very slowly. Like the 
financial crisis of 2008, today's health crisis shakes market fundamentalism, heralds the end of 
laissez-faire, the belief in the invisible hand that watches over the free movement of markets. The 
current crisis reaffirms the dependence of international markets on nation states, but also of the 
global economy on the social and medical systems on which it is based. People are once again 
becoming the most important resource, which is why one of the great challenges now lies in the 
effectiveness of supranational alliances.  

The global system needs peace for the economy to prosper, so only an increase in the movement 
of consumer goods could compensate for the slowdown in global mobility and, consequently, the 
avoidance of an economic catastrophe, says Professor Muhammad Ali Nasi in an article published 
on the blog London School of Economics. At present, the main concern is to block the movement 
of goods and the collapse of exports. Due to technological advances, production has become 
dependent on consumption. But people's purchasing power tends to decrease when work is 
automated, because this process increases unemployment and lowers wages. Without money, the 
market does not work, and in the absence of consumption, production does not make sense. It is for 
this reason that new forms of redistribution have been talked about for several years.  

In the context of the current health crisis, Spain is already taking into account the Universal 
Minimum Income. "Overcrowding in large urban agglomerations comes with a series of pressures 
on infrastructure - whether we are talking about the labor market, the real estate market, transport, 
health, educational or leisure infrastructure. Pollution, the high costs of daily living, the congestion 
of public transport, the real estate market or urban cleaning cause eight out of ten Parisians to leave 
the city. In the context of the pandemic, it is worth watching this phenomenon, especially when 
large cities tend to be more vulnerable and affected. It is time to reflect on the regional 
development model and look at small and medium-sized cities as poles with the potential for 
economic and human development (Vulpe, 2020). 

 
3. The impact of the pandemic on world trade 

 
"The crisis is coming!" It can be heard in the boutiques on the corner and in prime time. 

Entrepreneurs count their outstanding bills. The employers are asking for state aid in the choir, the 
employees are waiting or unemployed, the economy brought by COVID-19 goes to waste. The 
questions we want answered are: How long does it take? 
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When are we coming back? What will normal mean in the next period? 
Companies around the world have gone from seeing the effects of this pandemic as minor to 

considering it a serious threat, according to a perception study conducted by a specialist company 
in the UK. 41% of respondents say the situation is now very serious, while 51% see it as a serious 
threat to the global economy. 

Investment professionals analyze three crisis scenarios: 
• The V- type -scenario to recover quickly; 
• The U-type - scenario where the bottom point is for a longer period of time; 
• The W-type- scenario with a partial return and a new decrease (Vulpe, 2020). 

All these scenarios can be this year, if we get rid of the health crisis by the summer. It is certain 
that the economy is plummeting now, but if it is very short we will recover quickly. If it lasts for 
several months or a whole year, then the economic effects will be massive. 

The most obvious changes triggered by the medical crisis and its economic effects are related to 
the way we work and the way we relate to work. There will be employers who will find that some 
of their employees are more productive at home or simply chatting online. This also means a large 
investment in technology and will probably translate into a competitive advantage for those who 
will invest in having digital systems that work without syncope. Life can no longer be the same. 
Just like it wasn't the same after the recession. There are people who simply give up because they 
can't work like that, and it's not just about the computer, the connection or the software. There will 
be people who will keep their jobs and people who will go into unemployment, people who will not 
go bankrupt and people who will struggle, people who will not experience the disease versus 
people who will have it, directly or through someone close. 

At the macroeconomic level, we see the government's attempt to balance the lack of resources 
in the health system with the budget deficit, in order to propose solutions to support the economy. 
Romania has so far announced measures to support the economy of only 2% of GDP, half of which 
are non-cash solutions, such as guarantees. It is a significantly lower value than other states, 
because Romania's budget was already affected. Put in a global context and the perspective of the 
next decades, the economic crisis remains serious, but it becomes easier to understand. From the 
perspective of Radu Burnete: “Global trade and economic activity will return to normal in their 
major frameworks, as they did after the Black Death and the Spanish Influenza and the Great 
Depression. There will be changes in the economic structure, the most important thing I see now is 
the shortening of global production chains. This crisis has so far capped any dream that the global 
village will soon exist. 

It is known from experience that some of the strongest businesses are being built at the moment. 
But whoever manages to invent or reinvent himself in these difficult times has a real 
entrepreneurial sense and deserves to reap the rewards when things get back to normal. Here I think 
we will have a combination of big companies that have capital to reinvent themselves and small 
companies that have the agility to seize any opportunity. How interconnected the world is - and I 
think it will remain so for the most part - money and ideas will quickly find a point of intersection 
(Vulpe, 2020). 

The latest estimates of the International Monetary Fund (IMF) indicate a transitory impact of 
this epidemic on the evolution of the world economy in 2020 (the decrease of the annual growth 
rate by 0.1 percentage points to 3.2%). In fact, the confidence indicators in the main economic 
blocs of the world have evolved mixed in the recent period. 

China (the world's second largest economy) will be hardest hit by the epidemic, with IMF 
experts lowering its 2020 annual GDP growth forecast by 0.4 percentage points to 5.6% year-on-
year. 

In conclusion, we emphasize that analyzes of adverse natural shocks over time have shown that 
the rate of economic growth in the medium term post-shock is generally higher than that recorded 
in the absence of shock. The main explanation consists in the implementation of measures at 
national, regional and global level to counteract and avoid in the future the incidence of shocks. For 
example, the European Commission has announced the launch of a new EUR 232 million program 
to support efforts to combat the new corona virus (Radulescu, 2020). 

The shock caused by the COVID-19 pandemic on the global economy has lowered most 
commodity prices and is expected to lead to substantially lower prices by 2020. 
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Energy and metals are the categories hardest hit by the sharp downturn in economic activity and 
the significant global slowdown that is expected to take place. Average monthly crude oil prices 
fell by 50% between January and March. Prices reached a historic level in April, and some trading 
references recorded negative values. They are forecast to average $ 35 a barrel in 2020, a sharp 
drop from the October forecast, but also a 43 percent drop from the 2019 average of $ 61 per 
barrel. The negative adjustment reflects a massive drop in demand to a historic level. The fall in 
crude oil prices was exacerbated by uncertainties over existing production agreements between the 
Organization of the Petroleum Exporting Countries (OPEC) and other oil industry producers. 
Energy prices as a whole (including natural gas and coal) are expected to set at an average level 40 
percent lower in 2020, but will recover considerably in 2021. 

Falling oil prices offer decision-makers in emerging and developing market economies the 
opportunity to implement reforms that provide for energy subsidies. Such reforms can help target 
free spending to pandemic goals, discourage energy waste and reallocate spending to programs 
targeting the poor (https://www.worldbank.org/ro/news/press-release/2020/04/23/most-commodity-
prices-to-drop-in-2020-as-coronavirus-depresses-demand-and-disrupts-supply). 

 
4. Aspects of the influence of the pandemic in the Romanian trade 
 

The pandemic caused by the new coronavirus will lead the local economy from an increase of 
3.8% in 2020 to a decrease of about 2%. In a short-term forecast made to capture the effects of 
coronavirus spread on macroeconomic indicators, CNSP presents a scenario that provides: 
• At the level of exports of goods, a negative impact at the level of 2020 of 11.3% compared to 

the winter forecast and a reduction by 7.3% compared to 2019 is estimated. 
• The import of goods is affected both at the level of intermediate imports and consumer goods. 

The effects of the pandemic lead to a decrease in imports of goods in the current year of 10.9%, 
and compared to 2019 we have a reduction of 6.1%. 

• The sector that includes tourism, hotels and restaurants will be the most affected by the 
pandemic, for April and being expected to reduce turnover by 60% -70%. 

• The average gross earnings are forecasted at 5212 lei / month, decreasing by 4% compared to 
the level estimated in the winter version, including the effect from the technically unemployed. 
Pandemic accelerates e-commerce in the car: Dacia and Renault now come with home delivery 

and full online payment. 
The online sale of cars has been discussed for many years, but importers and car dealers have 

been reluctant to go to internet commerce too quickly, but the pandemic and traffic restrictions 
have forced the implementation of these decisions much faster. 

Groupe Renault Romania has decided to introduce new services for its online sales platforms. 
Today, customers have the opportunity to pay for the desired car in full online and can also opt for 
home delivery service, thus avoiding physical interaction or the effort of going to the showroom. 

Between April 1-20, 2020, on a sample of 592 companies operating in the virtual environment, 
a study was conducted on the impact of the crisis generated by the Covid-19 pandemic on e-
commerce in our country. 

According to the study, the majority of respondents stated that they were severely affected by 
the crisis, 28.6% having a decrease in income between 20 - 40%, and an almost as high percentage 
(26.3%) had a decrease in receipts between 60 - 100%. On the other hand, 26.4% of the 
respondents stated that they had increases during this period, between 20-40% (Ghisoiu, 2020). 

Moreover, 18.4% of the companies participating in the study stated that they used the certificate 
for emergency situations (CSU), to defer payments for utilities and rents. However, the majority of 
respondents stated that they did not use this measure (48.3%), and in the case of a percentage of 
33.3% of companies this measure does not apply. 

Most of the surveyed companies (48.3%) state that all employees work from home, followed by 
34.5% - none, 6.9% - less than half of the employees, 5.7% - half of the employees, 4.6 % - more 
than half of the employees. 
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Most of the surveyed companies (93.1%) sell products and services in Romania, but also in 
Europe (11.5%), Hungary (9.2%), Bulgaria (4.6%) or the United States (4.6%), and in this period 
of crisis 33.3% of companies say they have problems with supply. The companies participating in 
the study come from the following fields of activity: e-commerce (33.3%), online marketing 
(22.8%), tourism, real estate, hospitality, agriculture, adult, jobs, software, consulting, transport and 
web services (Ghisoiu, 2020). 

With the closure of large shopping malls and businesses in HoReCa, online deliveries became 
an integral part of people's lives during the COVID-19 pandemic, and companies had to act quickly 
to adapt, but also to comply with restrictions, the establishment of a state of emergency. Thus, out 
of the desire to see their business survive and keep at least some of their employees, many quickly 
turned to online deliveries, but lost sight of essential aspects: authorization at the Trade Register, 
taxation of cash registers, GDPR rules, etc. 

Although the development of the e-commerce segment was on everyone's agenda, this transition 
to online is becoming steeper in the current context, and the big winners will be those who will be 
able to adapt as quickly as possible to new realities, by providing the necessary infrastructure. 
However, most were planning to adopt e-commerce before the crisis, with some even developing 
their own platforms or creating partnerships in this regard. What must be taken into account is that 
the transition from the wholesale segment to the retail segment, through e-commerce platforms, 
brings with it a number of tax and legal implications. Thus, a first aspect to be taken into account 
by economic operators is the inclusion of the corresponding secondary CANE code in the articles 
of association (insofar as it is not already on the list of secondary activity objects) and the 
notification of the Trade Register on the secondary activity to be carried out. 

In addition, when talking about retail, we must consider a number of additional requirements 
such as the obligation to issue tax receipts (with the daily issuance of the Z report) and implicitly 
the purchase and authorization of electronic tax cash registers. Thus, according to the provisions of 
Art. 1 of GEO no. 28/1999, the economic operators that collect, in whole or in part, in cash or by 
using credit / debit cards or cash substitutes, the value of the goods delivered at retail, as well as the 
provision of services performed directly to the population, have the obligation to issue a tax receipt 
and to use electronic fiscal cash registers. 

 
5. Conclusions 
 

Scientific studies conducted so far on pandemics and their effect on the economy are based on 
either models - which means that assumptions about the effects of pandemics are introduced into a 
model (eg a model of sales to the population or supply of power, etc.) which results in a scenario, 
either on data on previous crises, which are used to generate other predictable scenarios. 

Pandemics tend to generate economic developments characterized by a sharp decline followed 
by a strong recovery. As long as the number of infections increases and public institutions and the 
population try to limit the spread of the virus by state decree or self-isolation measures, the 
economy will stagnate. 

The effects on economic growth are obviously negative, and the studies differ only in terms of 
the degree of damage to the economy. The figures range from 0.3% of global GDP growth to 
figures comparable to a financial crisis. The latest estimates suggest halving growth rates in 2020. 

In countries like China, the economic growth rate is likely to be negative for at least a quarter. 
In countries where the economic growth rate has been at a low level even before the crisis (eg 
Italy), the economy will contract and the situation is likely to last for a long time, given the growth 
rates, registered before the crisis. 

However, we believe that in the current situation, the markets will be more interested in the 
news about the Covid-19 virus and the measures taken to limit its spread than in the economic data 
itself. What is clear is that the measures taken will have a negative impact on economic growth. At 
this point, the goal is to keep the virus under control. As soon as this goal is reached, the markets 
will also enter a calmer stage. Even if Europe were to face a situation similar to that of China (in 
Hubei Province), it is very possible that markets will return to growth (Panfiloiu, 2020). 
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Abstract 

 
The magnitude of the food problem, the multiple negative consequences it has, both 

domestically and internationally, have led to increasing concerns for identifying the causes and 
ways to solve it. The COVID-19 pandemic will have lasting effects on people and nutrition, health, 
economies and food systems around the world. Mankind risks a food crisis, according to the FAO. 
The states of the world, whether they are developed or developing, must find viable solutions in 
order to be able to feed their populations and thus threatened by one of the most difficult crises in 
history. The planet is facing an unprecedented challenge, and meeting one of people's basic needs 
must be a global priority. The paper aims to sound the alarm about the dramatic consequences that 
the pandemic has on the planet through extremely low access to certain categories of food, to meet 
a basic need, the need for food. 
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1.   Introduction 
 

In today's world, globalization seems to be beginning to be redefined, according to European 
Commission President Ursula von der Leyen. It is obvious that the concerns of the states of the 
world are changing, and the feeding of the world's population, continues, if not, even becomes one 
of the priority points that must be on the agendas of all countries. The food problem tends to 
worsen, being a factor in destabilizing international life.  

The discrepancy between food resources, solvent demand and nominal global demand is 
transposed through deep economic and social disparities between developing and industrialized 
countries, between poor and rich. 

 
2.   Theoretical background. The content of the food problem 

 
The size of the food problem is determined by the proportions of hunger (starvation), 

malnutrition (malnutrition) and malnutrition around the world. 
Hunger is the general state of physical deprivation of food. Malnutrition is a quantitatively 

inadequate diet, while malnutrition means very high-quality deficiencies, namely foods that do not 
contain protein and, in general, nutrients. (Dumitrescu, 1998, p.71) 

There has been a strong polarization of food consumption worldwide: on the one hand, about 
two-thirds of the world's population, mostly in developing countries, is experiencing hunger and 
malnutrition, while on the other hand, a minority, located mainly in industrialized countries, 
consumes above normal norms. 

The persistence of the phenomena of hunger and malnutrition has negative and profound 
implications: 
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 the physical and mental development of the individual is impeded, diminishing his 
productive capacity, the efficiency of the participation in the accomplishment of the different 
activities; 

 social implications. Most of the population affected by the famine is in rural areas. Hunger is 
one of the causes of the phenomenon of migration to urban areas, with all the problems it 
causes (increasing unemployment, increasing unhealthiness etc.); 

 has serious political implications for the affected countries. Often, at the origin of social 
tensions, of increasing political instability, are the protests, the actions of the population 
affected by hunger. On the other hand, if food needs increase and domestic production 
cannot meet them, they are in the form of food aid or under commercial conditions. There 
are cases in which suppliers have imposed political conditions, even going so far as 
violations of the prerogatives of the national sovereignty of the beneficiary countries.  

Is the world food problem conditioned by natural phenomena (drought, floods, desertification) 
or by the demographic “explosion”? (Dumitrescu, 1998, p.72) 

Of course, the influence of natural factors cannot be denied. Lately, the desert has advanced, in 
some regions of the globe, by 10 km per year. The onset of the food crisis coincided with very poor 
harvests due to acute drought in large areas of the globe. 

Nor can the impact of population growth on food needs be ignorant. Not coincidentally, famine 
has become acute in a country like Bangladesh. Due to population growth, the need for food by 
2044 will increase by 70%. 

It is becoming increasingly clear that the real cause of the precarious food situation in 
developing countries is the backwardness of agriculture and, in general, the economy of most of 
them. The relationship between underdevelopment and the precarious situation of food in the world 
is direct. In the final analysis, the size of the gross domestic product per capita is what determines 
the proportions of calories and protein in the daily diet. 

The current situation in many developing countries is also generated by some internal factors 
(Puiu, 2010, p. 39), a wrong direction of agricultural policy. There are many developing countries 
that have mechanically adapted foreign methods of economic growth, neglecting agriculture, the 
development of traditional crops, the stimulation of agricultural producers. In this way, dependence 
on the outside world increased, with the young states soon becoming net importers of agricultural 
products. 

Only subsistence agriculture will not be able to satiate the masses of poor people. The 
development of the last decades has taken place mainly in industry, services or urban centers. 
Today, more than half of the world's population, over 7.7 billion, live in cities. The fact that all 
people must eat and that food does not grow in city buildings has long been ignored. Under these 
conditions, states will have to focus on intensive agriculture, in which productivity is determined 
by mechanization and automation, in order to succeed in producing and feeding growing 
populations. 

 
3. Eradication of hunger - goal of sustainable development 

 
As early as 2015, the UN adopted the 2030 Agenda for Sustainable Development, which 

provided a universal agenda with clear and measurable objectives. The 2030 Agenda includes a set 
of 17 Sustainable Development Goals (SDGs) and an action plan for the next 15 years, to eradicate 
extreme poverty, combat inequality, injustice and protect the planet by 2030. Goal 2 of this agenda 
addresses exactly to eradicate hunger, ensure food security, improve nutrition and promote 
sustainable agriculture. Achieving this goal by the 2030 target date will require a profound change 
in the global food and agricultural system, especially in the current pandemic. 

 Insufficient access to food resources, determined by economic causes is the main cause of 
hunger, a phenomenon faced by a large part of the Earth's population. The effort to improve 
population nutrition will contribute to progress in many areas of sustainable development.  

The need for more equitable, resilient and sustainable food and health systems has never been 
more urgent. In the context of Covid-19, malnourished people have weaker immune systems and 
may be at higher risk of serious illness due to the virus. Good nutrition is an essential part of a 
person's defense against Covid-19. Nutritional endurance is a key element in preparing society to 
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combat the threat. Focusing on nutritional well-being provides opportunities for creating a link 
between public health and equity, in line with the 2030 Agenda for Sustainable Development. 

 Worldwide, 821 million people suffer from food shortages. According to the Food and 
Agriculture Organization of the United Nations (FAO), about one in five people in the developing 
world does not eat properly.   

In the context of the pandemic, border closures, the supply chain and trade disruptions have 
restricted people's access to sufficient, diverse and nutritious food sources, especially in countries 
severely affected by the virus or already facing high levels of food insecurity, he warned. DO IT. 

 The World Food Program (WFP), a permanent body within the United Nations system, warned 
in April 2020 that after the coronavirus pandemic, another phenomenon will hit the planet's 
population due to the economic crisis: hunger. Restrictions on transport, significant losses in 
tourism and the fact that migrants no longer send money to relatives contribute to the famine that 
would follow. 
      The director of the World Food Program (WFP), David Beasley, has warned governments that 
the world will face a coronavirus epidemic and a famine, affecting 36 countries. He drew attention 
to the consequences of the wars in Yemen, Syria and South Sudan, the locust invasion of East 
Africa, natural disasters and climate change, and said Covid-19 had caused not only a pandemic but 
also a global humanitarian crisis. 

 In a pessimistic scenario, famine could take over 30 countries or more, given that 10 of them 
have more than 1 million people on the brink of starvation. The World Food Program has identified 
55 countries at high risk of starvation in its annual report released in April 2020, warning that they 
will not be able to cope with the impact of the virus due to the fragile health systems they have. 
Ten countries have been selected as being particularly at risk after suffering the worst food crises 
last year: Yemen, the Democratic Republic of Congo, Afghanistan, Venezuela, Ethiopia, South 
Sudan, Sudan, Syria, Nigeria and Haiti.   

David Beasley says that while there are still no catastrophic famines, we must prepare and act to 
avoid facing a famine of biblical proportions that could come in a few months. He advised 
governments to raise money for aid and funding for logistics networks to distribute food and 
protective medical equipment where needed. 
 
4. Global Hunger Index (GHI) 
 

The inequitable distribution of hunger in the world is not only linked to poverty, but also to 
politics or power. 

The prevalence of malnutrition - the percentage of the population without regular access to 
adequate calories - has stagnated since 2015, but the number of people who are hungry has actually 
increased to 821 million from 785 million in 2015, according to FAO. 

At the international level, a Global Hunger Index (GHI) is calculated, which is a tool designed 
to comprehensively measure and track hunger globally, regionally and nationally. GHI scores are 
calculated each year to assess progress and effects in combating hunger. GHI is designed to raise 
awareness and understanding of the fight against hunger, to provide a way to compare hunger 
levels between countries and regions, and to draw attention to areas of the world where hunger is 
highest and where it is needed. Extra effort to eliminate hunger is greatest. 

GHI scores are calculated using a three-step process that relies on data available from various 
sources to capture the multidimensional nature of hunger (Figure no. 1).  

First, for each country, the values are determined for four indicators: 
 Malnutrition - the share of the population that is malnourished; 
 Acute malnutrition - the share of children under five with too little weight for their height; 
 Chronic malnutrition - the share of children under five with a height too low for their age; 
 Infant mortality - the mortality rate of children under five years of age. 
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Figure no. 1 Composition of the Global Hunger Index (GHI) 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Source: https://www.globalhungerindex.org/about.html [Accessed 1 June 2020] 

 
Second, each of the four component indicators is given a standardized score on a 100-point 

scale, based on the highest level observed for that indicator on a global scale in recent decades. 
Third, the standardized scores are cumulated to calculate the GHI score for each country, with 

each of the three dimensions. 
A value of 0 would mean that a country has no malnourished people, no children under five 

with chronic and acute malnutrition, and no children who died before their fifth birthday. 
At the regional level, South Asia and South Africa have the highest GHI scores of 2019, at 29.3 

and 28.4, respectively (figure no. 2). These scores indicate severe levels of hunger. In contrast, GHI 
scores in Eastern Europe and the Commonwealth of Independent States, Latin America and the 
Caribbean, East and Southeast Asia, as well as the Middle East and North Africa range from 6.6 to 
13.3, which shows a low or moderate level of hunger. 

 
Figure no. 2 Evolution of the Global Hunger Index (GHI) from 1990 to 2019 (global and regional)  

 
 

Source: https://www.globalhungerindex.org/about.html [Accessed 1 June 2020] 
 
The GHI of 2019 showed a certain degree of optimism, but the pandemic of 2020 totally 

changes the forecasts. There are many reasons for concern: the Covid pandemic - 19, the number of 
undernourished people in the world is growing, extreme weather events endanger food production 
and food security, many countries are in the midst of violent conflicts. 

In these situations, it will take ingenuity, perseverance and dedication to achieve SDG 2, 
respectively, Zero Hunger. 

The right to food is enshrined in the Universal Declaration of Human Rights before other rights. 

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

235

https://www.globalhungerindex.org/about.html
https://www.globalhungerindex.org/about.html


Theoretically, feeding the entire world would not be a problem today. In the current global 
system, a good distribution is unfortunately not possible. 
 
5. Conclusions 
 

Agriculture has come a long way in the last century. More food is being produced than ever 
before - but the current model is unsustainable, and as the world's population is rapidly 
approaching 8 billion, modern food production methods will need a radical transformation. 

The world has made great strides in reducing hunger, despite the world's growing population. 
But it is a long road and no country can achieve ODD2 - Zero Hunger, if it acts alone. If we want to 
see a world without a hungry population, by 2030, governments, citizens, international government 
institutions, civil society organizations and the private sector must work together to invest, innovate 
and create sustainable solutions. 

COVID-19 affects the health of the world's population. But it will determine, in addition to the 
economic crisis, a food security crisis if appropriate measures are not taken. The world is already 
facing food and nutrition security challenges. 

It is extremely important to ensure the normal flow of global trade and to make full use of the 
international market as a vital tool for securing food supply. International organizations such as the 
UN, the World Trade Organization, the Food and Agriculture Organization of the United Nations, 
the World Bank and the International Monetary Fund must urge countries not to use COVID-19 as 
an excuse to use trade protectionist policies. 

UN Secretary-General Antonio Guterres said the world was facing the most difficult crisis since 
World War II. "The crisis created by the coronavirus pandemic is not a financial crisis like the one 
in 2008, but a human one, but with major economic implications." 
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Abstract 
 
Released in China in the winter of 2019, COVID-19 (caused by SARS-CoV-2 virus) lead to a 

world pandemic and highly stressed all medical systems around the world. Although the knowledge 
of this new coronavirus is in development, the most common reason for hospitalization of patients 
with COVID-19 is a severe respiratory disorder.  

The thought that any nation can be an island in a coordinated worldwide economy is 
demonstrated off-base by the presence of the new COVID-19. Worldwide participation, in specific 
within the field of open wellbeing and financial advancement is basic. All major nations must take 
an interest effectively. It is as well late to act once the illness has taken hold in numerous other 
countries and attempt to shut borders once a widespread begun. 

The aim of this paper is to make an analysis as accurat as possible on the general picture of the 
pandemic with COVID-19, given that most studies have been conducted clinically and medically, 
and less in terms of economical effects of this pandemic, the end of which cannot yet be predicted. 

 
Key words: pandemic, covid-19, infection, trauma 
J.E.L. classification: F52, F53, I18, I39 

 
 

1. Introduction 
 

Coronaviruses are a large family of viruses that can cause disease in animals or people. 
Coronaviruses are large, single-stranded, coated positive RNA viruses that infects humans, but also 
a wide range of animals. Coronaviruses have been described for the first time in 1966 by Tyrell and 
Bynoe, who cultured viruses from patients with common colds. Based on their morphology as 
spherical virions resembling a solar corona, they were named coronaviruses (Latin: corona = 
crown). There are four subfamilies, namely alpha-, beta-, gamma- and deltacoronaviruses.  

In people, a few coronaviruses are known to cause respiratory contaminations, from colds 
common to more extreme infections such as Middle East Respiratory Syndrome (MERS) and 
Severe Acute Respiratory Syndrome (SARS). The most recent coronavirus found causes COVID-
19. COVID-19 is the foremost later irresistible infection found, caused by coronavirus. This 
infection and virus were not known before the flare-up within the Wuhan locale, China, December 
2019. 

 
2. Literature review 

 
Recent studies indicate that patients over 60 years old are at higher risk, and children are less 

likely to become infected or, if so, can have milder symptoms or even asymptomatic infection. 
In symptomatic patients, the clinical manifestations of the disease usually begin after less than 

one week, consisting of fever, cough, nasal congestion, fatigue and other signs of an infection of 
the upper respirator tract. The infection can progress to severe disease with dyspnea and pulmonary 
symptoms, severe pneumonia in approximately 75% of patients, according to the examination CT 
scan performed at the hospital admission. 
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Figure no. 1. World statistics on COVID-19 infection at 17.04.2020 

 
Source: https://www.worldometers.info/coronavirus/ 

 
The COVID-19 disease is by and large mellow, particularly in children and youths. Still, it can 

cause genuine ailment: around 1 in 5 individuals who are contaminated require clinic care. 
The spread rate of this virus and the mortality rate led to declaring COVID-19 pandemic on 

03/11/2020. As a result, the governments of most countries have decreed a state of emergency. The 
effects of the state of emergency, among others: 

 
Figure no. 2. State of emergency measures in Romania 

 
Source: www.presidency.ro 

 
The purpose of this article is to summarize recent papers in scientific journals, economic and 

global, regarding the economic implications of the pandemic with COVID-19. 
 
3. Research methodology 

 
The research methodology used consisted in summarizing the specialized works of the COVID-

19 subject. Although research on this pandemic is still in its infancy and knowledge is far from 
certain, researchers are extremely interested in the subject of COVID-19. 
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4. Findings 
 

The results of the pandemic with COVID-19 are felt globally right from the beginning of the 
month January 2020 and will certainly continue for a long time. The state of isolation and 
quarantine produce a number of undesirable effects. 

Quarantine is the restriction of activities or the separation of persons who are not ill, but which 
have been exposed to an infectious agent or disease for the purpose of monitoring their symptoms 
and early detection of cases. Quarantine is different from isolation, that is separating sick or 
infected persons from others to prevent the spread of the infection or contamination. 

Social distance, also called physical distance, could be a concept that's amazingly profitable 
within the setting of the COVID-19 widespread. This refers to keeping your distance from other 
people outside the home. Social spacing means: 

- to stand at least 2 meters away from another person 
- restriction to form groups 
- avoid crowded places and public gatherings 

 
4.1. Economic implications 

One obvious way that pandemics can impact on financial systems is through huge economic 
costs. There have been a number of articles managing with the costs of the widespread, both 
regarding the costs of the previous pandemics, such as the HIV/AIDS crisis, or estimates future 
pandemics cost. Articles on these costs often concern those caused by pandemics and epidemics. 
For example, Haacker (2004) discusses the economic costs of the HIV/AIDS pandemic. Bloom, 
Cadarette and Seville (2018) closely define the economic concerns that are now in the foreground 
with COVID-19: costs for the health system, both public and private, for medical treatment of 
infected persons and for outbreak control; preoccupation of the systems is not being able to address 
multiple routine health issues at the same time; social distancing that disrupts economic activity; 
the impact on tourism; the impact on the direct foreign investors. 

McKibbin and Wilcoxen highlighted a number of desirable economic characteristic in the case 
of an economy crises, applicable to the current world situation caused by COVID-19. A few key 
features of the standard G-Cubed show are worth highlighting here. 

First, they demonstrated fully accounts for inventories and streams of physical and money 
related assets. For illustration, budget shortfalls amass in open obligation and current account 
shortages amasses in outside obligation. The model forces a budgetary limitation on all households, 
companies, governments and nations. Hence, a long-term adjust of activities is achieved through 
alteration resource costs, such as the intrigued rate for government monetary positions. However, 
adjusting to the long-term balance of each savings can be slow, even over a century. 

Second, G-Cubed businesses and families must utilize the cash issued by central banks for all 
transactions. Thus, the central banks within the model set intrigued on short-term ostensible rates to 
target macroeconomic results (such as expansion, unemployment, rates trade etc.). These rules are 
planned to surmise the compelling cash stream regimeseach nation or locale in the model. These 
money related rules solidify long-term swelling rates into each nation, as well as allow short-term 
alteration of approach to smooth out variances in the genuine economy. 

Third, ostensible compensation are steady and alter over time based on country-specific work 
contracts. Firms utilize labor constrain in each segment up to the point where the minimal item of 
the labor constrain is rise to the genuine wage, characterized concurring to the level of the exit cost 
of the individual segment. Unemployment decides the alteration of the ostensible wage in arrange 
to adjust the labor advertise within the long run. Within the brief term, unemployment may happen 
due to basic stuns in supply or request totals changes from the economy. 

Fourth, the rigidities anticipate the quick move of the economy from one adjustment to another. 
These rigidities incorporate wage rigidities, the total need of prescience within the arrangement of 
desires, the fetched of altering the ventures by the companies with particular physical capital to the 
division, within the brief term, the financial and monetary specialists in understanding with the 
specific financial and monetary rules. Altering short-term financial stuns may be exceptionally 
distinctive from long-term harmony comes. 
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Fifth, we join heterogeneous family units and companies. Firms are modeled independently 
inside each division. There's a blend of two sorts of buyers and two sorts of companies inside each 
division, in each nation: a bunch that bases its choices on desires and the other bunch taking after 
less complex rules that are ideal within the long run. 
 
4.2. Effects of the pandemic with COVID-19 

China was the first country to impose travel restrictions, followed by South Korea and Vietnam. 
In the period between mid-March and mid-April 2020, over 22 million of Americans filed for 
unemployment, raising the possibility of an economic recession and a significant increase in the 
worldwide unemployment rate. 

After a delayed response, central banks engage in a continuous series of interventions on 
financial markets, and national governments announce stimulus spending initiatives of their 
savings. Similarly, international organizations are taking steps to provide loans and other financial 
assistance to countries in need. 

 
4.3. At the general level 

Until recently, analyzes of the economic implications of the COVID-19 pandemic in the media 
and the academic literature has focused mainly on the global and macroeconomic impact that it is, 
however, only part of a larger picture of the economic impact. This is especially the case in Africa, 
with high disease burden, poorly developed infrastructure or safety nets and weak health systems. 
Although the COVID-19 outbreak is still ongoing in South Africa, recording the largest number of 
confirmed cases (1462) in Africa on April 2, 2020, preliminary analysis to this effect as how that a 
continuation of the pandemic with COVID-19 would have a short term impact on global 
economies. Interestingly, the report concluded that the significant costs associated with the 
COVID-19 pandemic could be avoided through greater investments in public health systems in all 
economies, but especially in the least developed economies, where assistance systems are under 
developed at a high population density. 

In spite of the potential loss of life and potential large-scale unsettling influences for a huge 
number of individuals, numerous governments have been hesitant to contribute adequately in their 
care frameworks not to specify the open wellbeing frameworks within the less developed nations, 
where numerous infections are likely to be started. Specialists have cautioned and proceed to 
caution that zoonotic infections will proceed to posture a risk to the lives of millions of individuals 
with possibly major disturbances for a coordinates world economy. 

Poverty kills people, but the COVID-19 pandemic mainly demonstrates that although these 
diseases spread with overcrowding, poverty, poor health care or contact with wildlife, these 
infections can kill anyone in all walks of life. Greater interest in public health or research services 
is needed, especially in poor areas. Studies show that in such situations, the costs of public health 
services can be reduced through global economic collaboration. These findings are not new, 
however, politicians tend to ignore the importance of investing in public health services, which 
would lead to an increase in the quality of life as an engine for significant economic growth. 

Early indications of the impact of COVID-19 on the Chinese economy are weaker than they 
were initially anticipated. Surveys in China's production and services sector have dropped to record 
levels in February, car sales fell by 80% and Chinese exports fell by 17.2% in January and 
February. Official information affirmed a large-scale pause in financial action, anticipated in lower 
contamination levels and discouraged sea activity, among other casual indicators. Investigators 
unexpectedly changed development gauges of Chinese economy, numerous anticipating presently a 
decay in GDP within the first quarter, the primary decrease since China started detailing quarterly 
information in 1992. 

In spite of the fact that the flare-up shows up to have moderated in China, COVID-19 and its 
impacts have ended up worldwide. Diseases appeared in Europe, South Korea, Iran, the United 
States and somewhere else, specialists adoptes progressively prohibitive measures to contain the 
infection. Europe and Japan are already on territory of the recession, given the poor performance of 
the fourth quarter and the dependence of high imports. While the United States is in crisis, some 
analysts predict a contraction of US GDP in the second quarter. Estimates of the overall impact 
vary: at the beginning, the Organization for Economic Co-operation and Development (OECD) 
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predicted that COVID-19 will lead to the reducion of global GDP growth by half a percentage 
point by 2020 (from 2.9 to 2.4 percent). 

Reguarding the sectoral level, tourism and related industries will be most affected, as the 
authorities encourage "social distancing". International Air Transport Association cautions that 
COVID-19 may fetched worldwide discuss carriers between 63 billion and 113 billionbillions of 
dollars, and the worldwide film advertise might lose more than $ 5 billion from lower box office 
deals. Essentially, the offers of expansive lodging companies collapsed in later weeks, and 
excitement giants, like Disney, are anticipating a noteworthy drop in income. Eateries, wearing 
occasions and other administrations will confront, of too with critical unsettling influences. 
Businesses less based on tall social interaction, such as agribusiness, will be generally less helpless, 
but will proceed to confront challenges as request diminishes. 

 
Figure no. 3. Price of crude oil barrel in dollars 

 
Source: https://crsreports.congress.gov 

 
The economic damage caused by the COVID-19 pandemic is largely determined by adecrease 

in demand, which means that there are no consumers buying goods and services available in the 
global economy. 

 
4.4. The most affected industries 

As air traffic has fallen globally due to travel bans, stocks of all major airlines have experienced 
a major downfall. 
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Figure no. 4. Airlines 

 
Source: Statista 

 
Various sectors of the tourism industry are affected by the COVID-19 pandemic as people are 

more cautious about traveling or booking travel packages. 
 
Figure no. 5. Tourism sector  

 
Source: Statista 

 
 

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

242

https://crsreports.congress.gov/
https://crsreports.congress.gov/


 Social spacing and self-isolation have led to a significant decrease in industry of leisure. 
 
Figure no. 6. Leisure industry 

 
Source: Statista 
 

4.5. The "beneficiaries" of the COVID-19 pandemic 
 
Figure no. 7. Industries that benefit from the pandemic 

 
Source: Statista 

 
The current pandemic with COVID 19 has not only had a huge impact on our social lives, but 

also on the global economy. The latest forecasts predict a global GDP drop of four percentages for 
2020, in which case the recession caused by this pandemic could be more severe than the recession 
of 2009, because the recovery is expected to take place slower. World economy is expected to 
recover by 2021, but for some countries, including the United States, Germany and Italy, the 
recovery will most likely take longer. 
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5. Conclusions 
 

The COVID-19 crisis informs investors, decision makers and the general public that disasters 
can cause economic damage on a previously unprecedented scale. Unlike events such as global 
nuclear war, which cannot have survivors and therefore no relevant costs, or events such as much 
slower-moving climate change or localized disasters, the COVID-19 pandemic poses a direct 
challenge through the destructive global economic impact that is present in every area of the globe. 
All parties have to face what has already been obvious to many that such a phenomenon is 
imminent possible and indeed likely. How will they perform these capital costs; pension planning; 
insurance; the role of governments protecting financial systems; social trust and concurrent 
transaction costs; and political stability in societies? 

Rapid transmission of severe acute respiratory syndrome Corona virus 2 (SARS-CoV-2) and 
high death rates could exacerbate the risk of mental health problems and worsen symptoms existing 
psychiatric disorders, further affecting their daily functioning and cognition. 
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Abstract 
 

Italy is one of the most attractive destinations in the world and represents a reference point for 
international tourism. The impressive number of tourists flows concentrated, especially in the 
northern part of the country has caused many issues among the local population. In this context, 
rethinking tourism activity and make it more sustainable becomes essential. A first solution can 
come from the Puglia region, which is one of the main ecotourism destinations of the country. This 
article describes the image of Puglia in the online environment and investigates whether tourists 
also perceive this region as an ecotourism one. Based on the experience of the stakeholders in the 
region regarding ecotourism activity, and taking into account the actual context caused by the 
COVID-19 health crisis, Puglia can take momentum and consolidate its brand on the international 
market. 

 
Key words: ecotourism, Puglia region, Italian ecotourism. 
J.E.L. classification: L83 

 
 

1. Introduction 
 

Italy is one of the most famous tourism destinations in the world, attracting every year 
numerous flows of international tourists. The wide range of UNESCO sites, natural landscapes and 
cultural heritage make Italian destinations preferred by millions of tourists. The most attractive 
regions in terms of tourists’ flows are located in the North part of the country, Veneto and 
Lombardia being the most preferred regions. However, the health crisis from the beginning of 2020 
showed how volatile could be the tourism industry and stressed the need for change. Italy was 
already facing the negative aspects of mass tourism, so a change in tourism approach to a more 
sustainable one is not a new idea. Italy is in the situation when it should reconfigure its tourism 
business model and focus more on nature-based activities. In this regard, ecotourism should be a 
solution easy to implement, based on the natural landscape that is well-known in all the country. It 
would also support less developed region, like Puglia, to recover the economic and social gap. 

The current paper approaches the ecotourism potential of Puglia, one of the four regions from 
the south of Italy and focuses on the way the region is promoted online as an area where tourists 
can experience a wide variety of outdoor activities. The research represents a part of a complex 
study about alternative tourism niches, like rural wellbeing tourism, in countries that have an 
impressive tourism potential both in terms of ecotourism and health tourism, like Italy, Spain and 
Romania.  
 
2. Theoretical background  
 

Ecotourism represents a niche of the sustainable tourism industry that focuses on conservation 
of nature, traditions and communities. Its specific activities are nature-based and involve 
sustainable approaches (Smith & Csurgó, 2018). The International Ecotourism Society (TIES) 
states that ecotourism is non-extractive and creates ecological behaviour, including ethics in 
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relation to nature (Ute & Kesinee, 2017). The experience of ecotourism development varies from 
country to country and depends on the social and economic background of each destination (Elgar, 
et al., 2020). Ecotourism includes many other types of tourism and outdoor activities (Satyendra, et 
al., 2016) and takes part of the rural tourism umbrella that also comprises adventure, sport and 
heritage tourism (Schiavone et al., 2016).  

Ecotourism was developed around 1970s and started to become attractive for the industry since 
2000. Even in Academia environment, the evidence shows that the interest for this subject 
increased dramatically after 2000. In a bibliographic research based on the Cabi international 
database, about the published papers that approached this subject, it was observed that the interest 
for ecotourism in research depended on the period of time. In 1980s, there were identified only 
three mentions of this subject in the published works; in the 1990s there were 567 mentions, and in 
2000s, the numbers of papers increased to 1871 mentions. This international recognition of 
ecotourism in the last decades is based on the concerns of the authorities and population regarding 
the negative impact of mass tourism on the destinations. In this context, it appeared the need for 
more responsible behaviour from each stakeholder (Boyd, 2012) and for an alternative of mass 
tourism (Kamila & Faouzi, 2019) which helped ecotourism to be part of national tourism strategies. 
Recently, the interest for ecotourism activities increased significantly, based on a series of trends, 
such as the development of local sustainable tourism destinations; demand for authentic travel 
experiences; interest for health and wellness travel experiences; co-living and Sharing Economy 
that promote accommodation options like Airbnb platform; the threat of overtourism and the 
increasing concern of tourists regarding the living standards of local communities (Joyner, et al., 
2018). However, there is evidence that even ecotourism damages the natural environment and 
affect flora and fauna, especially when it comes about seaside areas (Monti, et al., 2018) 

One of the European countries that started to promote alternative tourism forms is Italy 
(Fennell, 2020). It focuses its ecotourism offer on mixed programs based on nature, sports activities 
and cultural experiences (Rauschelbach, 2002). Mass tourism affected many regions of the country, 
especially in Veneto region which conducted to developing specific touristic nature-based 
programs, such as cycling holidays and other similar initiatives to direct the guests flows to less-
visited areas, but also with impressive touristic potential (Euromonitor, 2019).   

Puglia is one example in this regard; the region is famous for its natural landscapes. The region 
consists of a mix of agriculture activity with cultural heritage, attractive clime and natural resources 
that recommend the area for ecotourism. Also, the gastronomy and the production of wines (Fabio, 
et al., 2019) support ecotourism and determine tourists to choose this destination for authentic 
experiences (Fiorini, et al., 2019). The tourism stakeholders focus the developing strategy in Puglia 
on the regional advantages, having as main objective to mitigate the seasonality and promote the 
less popular areas through modern marketing (Flavia & Davide, 2015). The reason for this 
approach is the increased interest of the guests for the natural landscape and the combination of 
culture, history and nature that can be met in the region (Trono & Castronuovo, 2016). 

Puglia has a resident population of 4,050,072 inhabitants, representing almost 7% of the Italian 
population. Almost 97% of the region consists of rural areas and compress 85% of the population. 
The main activity is agriculture, which plays a vital role in economic and social activities. 
However, it is characterized by severe structural problems (Marilena, et al., 2016). Based on the 
advantages of rural tourism that allows the local community to diversify the activity and to have 
additional income sources, in the last years has developed ecotourism in the region (Schiavone, et 
al., 2016). Nowadays, the region is one of the most dynamic, with an ongoing transition from a 
primary sector to a tertiary one (OECD, 2010). The most international tourists that are coming to 
visit Puglia are from Germany, France and the UK. Starting with 2016, there were recorded 
increases in the number of guests from the Eastern European countries, mostly because of the flight 
connections from Bari (Anon., 2020).  
 
3. Research methodology  
 

This paper represents a descriptive study of the ecotourism in Puglia, based on the following 
research question What is the image of Puglia in the online environment as a tourist destination?. 
The research was conducted between May and June 2020, and in order to see the interest of the 
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tourists for the region, we mapped the area considering the number of the stays in hotels units in 
2018. We also investigated how the local authorities promote the region through the official 
tourism website and if the guests perceive the region as an ecotourism destination. To accomplish 
our primary objectives and to answer the research question, we considered the following research 
design: 

(i) mapping the regions of Italy regarding the number of stays in hotel units – we coded each 
region after NUTS 2 classification and used the open-source software Public Tableau based 
on the most recent data published by Eurostat.  

(ii)  the image of Puglia promoted by the authorities – we investigated the official tourist website 
and checked the information about tourist attractions, advice and ideas for spending the 
holiday in the region.  

(iii) the perception of the guests about Puglia in terms of ecotourism – we analyzed the 
information posted on the TripAdvisor platform and focused on the Top attractions (a rank 
generated by the guests’ opinion). We investigated if the first ten attractions include 
ecotourism activities/spots and if the guests perceive them as being related to ecotourism. 

   
4. Findings  

 
Italy is one of the most famous regions in the world in terms of touristic attractiveness, having 

an impressive cultural and natural heritage. According to Eurostat data, in 2018, Puglia region was 
one of the less-visited regions in the country (Figure 1). The total number of hotels stays was 
around 1.04 mil., compared to Veneto that recorded 12.7 mil. of hotels stays and Lombardia, with 
9.09 mil.  
 

Figure no. 1. Mapping  tourist flows in Italy by region after the number of stays in hotel structures  
(or similar) 

 
Source: Developed by the authors using Public Tableau Software based on (Eurostat, 2020) 
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According to Eurostat data, Puglia Region recorded in 2016 the highest increase (year to year) 
in the last five years, when the number of hotels stays rose by 6.63 % compared to 2015. After this 
peak, the annual increase reduced gradually.  

The law performance of Puglia in terms of the number of stays (in hotels units) compared to the 
other regions of Italy offers the opportunity to develop a more sustainable model of tourism, based 
on ecotourism. The fact that the major flows of tourists are directed to the North part of the 
country, particularly in Lombardia and Veneto is not necessarily a weakness and in the context of 
the pandemic reality it can be transformed in a competitive advantage. Puglia can become one of 
the most preferred areas in the country based on the nature-based activities, its ecotourism potential 
and experience in this regard.  

From our analyze, we noticed that Puglia is promoted on the official tourism website of the 
region (ii) as a nature-based destination with an emphasis on cultural spots. The pictures from the 
homepage illustrate natural landscapes that contain local flora and fauna, suggesting in this way the 
activities the tourists can try. There are also suggestions about activities that can be done by 
tourists, such as bike touring and hiking. The most promoted tourist activities include five main 
categories: art and culture; traditions and spirituality; nature, sports and wellbeing; food and wine 
and sea. The focus of the authorities is also evident. The official tourist website contains advice 
about how to spend your holiday in the region, and all the suggestions have some points in 
common with ecotourism activity: “A day in Casa Puglia”; “Historic Villages”; “Dauni 
Mountains”, “Puglia: Castles, cathedrals and towers” and “Bike touring in Puglia” (Puglia official 
tourism portal, 2020). 

In order to have a more comprehensive image about how Puglia is promoted in online 
environment, we also checked the information posted on Tripadvisor platform, at the Top 
attractions section (iii) and investigated if the most preferred attractions include ecotourism 
activities. We also wanted to see if the guests perceive these attractions as being specific to 
ecotourism and checked the most used words and phrases of the guests in their reviews. In order to 
accomplish this objective, we used the dedicated function provided by Tripadvisor, namely popular 
mentions. The results showed that from the first ten tourist attractions in Puglia, there are four 
attractions (table 1) that can be considered specific to ecotourism niche: La Cantina Frrud - Museo 
del Vino (3rd , rank, 196 reviews), I Pastini (4th rank, 295 reviews), Masseria Brancati (6th rank, 619 
reviews) and L'Acropoli di Puglia (9th rank, 184 reviews). 

  
Table no. 1 Top Tourist attraction in Puglia according to TripAdvisor platform 

Trip advisor 
rank Tourist Attractions Reviews 

number 
The most used words in guests’ 

reviews 

3 La Cantina Frrud - 
Museo del Vino 196 wine, tour, informative 

4 I Pastini 295 wine tasting, wine making, winery tour, 
farm house 

6 Masseria Brancati 619 processing area, olive oil, roman times, 
ancient trees 

9 L'Acropoli di Puglia 184 olive oil, products, production, 
vinegars, factory 

Source:  (TripAdvisor, 2020) 
 

Regarding the focus of the reviews posted by guests, it can be seen that each attraction has 
comments that emphasize ecotourism activities, such as: wine, tour, farm house, processing area, 
olive oil production. The results show that the guests also perceive the attractions as being 
connected with ecotourism and include in their opinions descriptions of the related activities and 
experiences.  
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5. Conclusions  
 

Ecotourism can become a key point in the economic development of Puglia and a starting point 
to more sustainable tourism in Italy. Puglia’s performance in terms of the number of stays in hotel 
units was modest in 2018, even though in 2016 marked one of the most impressive increases in 
tourism flows attracted among Italian regions. In the actual context that is characterized through a 
high degree of uncertainty caused by the COVID-19 health crises, Puglia can take advantage of its 
ecotourism experience and recognized potential and become one of the most visited areas in the 
country. According to the results of this study, the region is already promoted as an ecotourism 
destination, and the guests perceive it so. In this context, there is no major obstacle for Puglia to 
take momentum and to improve its attractiveness among domestic and international tourists. 
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Abstract 
 

The present analysis investigates the effects of an unprecedented situation which occurred 
during the pandemic of COVID-19 outbreak, when the entire education system had to transfer in 
the online medium- a form of extreme blended learning adapted to unique circumstances. The 
present study is meant to offer an insight into a “bleak” period from which lessons are to be learnt 
and systems to be adjusted. We strongly believe that difficulties should be embraced and seen as 
perspectives of growth. The article is based on a survey containing a number of 14 questions 
concerning the use of virtual instruments and learning platforms, the challenges encountered by 
students during this online period and the impact of these. The survey was carried out on a number 
of 128 students enrolled in the 2nd year at the Faculty of Economic Sciences, at “Ovidius” 
University of Constanța.  

 
Key words: asynchronous teaching, synchronous teaching, online teaching, blended learning 
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1. Introduction 
 
    The beginning of spring 2019 marked the starting point of a period in which countries across 
Europe were forced to put on hold public life and numerous other activities in an unprecedented 
joined effort to stop the spread of the COVID-19 outbreak. In the context of this endeavor, 
Romania issued a nationwide lockdown on March 25. The traditional education system had to 
adapt to this new challenge- a new reality in which the need of technology, online resources and 
staff training had to be decidedly and alertly compensated. While medical staff lead the fight 
against the COVID-19 pandemic, another less visible fight, but with even longer-term 
consequences had to be fought behind the screens by teaching staff and students alike. With few 
exceptions, in which online or blended learning was practiced, for the rest, this proved to be a 
tough lesson to be taught and learned. Online learning was adopted as a unique general practice, in 
order to provide a sort of emergency mode of education functioning from primary to post graduate 
level.  

The online system although long practiced and theorized in various studies, provided an 
opportunity to analyze, test and discover the efficiency of different techniques and structures, as 
well as their educational, psychological, social and economic impact on a medium- and long- term. 
Delocalized long distance learning, coupled with (at least a hope) of being able to perform several 
tasks at the same time (and time saving), as well as enjoying the security and comfort of personal 
residences, seemed to threaten for a while the institutional structure of a school (which requires the 
existence of a physical space and the gathering of a group of individuals in this space). With its 
limitations, since for certain academic fields online teaching is considered unsuitable or even 
impossible and its disadvantages, among which the most prominent would be the impossibility to 
enable students to develop “soft skills”, the computer assisted learning system was adopted and 
adapted to suit, as much as possible, the academic needs. The influence of external socio- political 
factors marked the migration from the traditional education system to the online teaching and 
learning.  
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    We should also note the fact that the learning community was formed in a traditional schooling 
environment and later sheltered in an online environment. This influences the behavior and 
learning patterns as well as the preferences of students. These unique (and we hope unrepeatable) 
conditions offered the possibility to experience, test, analyze and validate possible options under 
such circumstances, it developed into “a testing ground for the brave new digital classroom” 
(Blake, 2013, p. 132). 

 
2. Theoretical background 
 

Bearing in mind the premise that technology in our times should not be an option, but a vital 
part of academic life, it is now time to introduce the theoretical framework around which our 
investigation is built.  Instructors can organize class sessions remotely in two ways: synchronous 
and asynchronous. Asynchronous teaching enables instructors to upload materials that can be 
accessed at any time, while learners can, within a certain time frame, access the courses and 
contribute whenever they decide. In synchronous class sessions instructors and students gather and 
interact in “real-time”.  

Among the advantages of asynchronous teaching it is worth mentioning its high level of 
accessibility by providing a flexible time framework, as well as the possibility of being easily 
transformed into an archive of materials to be used and retrieved when necessary, it allows learners 
to interact with the content in a very personal manner. This temporal flexibility provides an 
increased ability to explore, reflect and process information, while there is no temporal pressure of 
an immediate answer. Social presence can become “a distraction which forces individuals to 
narrow their attention on the task at hand” (Robert et al., 2005, p. 10).  

This “controlled” form of freedom facilitated by asynchronous teaching practice has its limits, 
for example students become somehow isolated in their own time limits and consequently 
dissatisfied without the traditional social interaction they usually develop with their peers and 
instructors in other systems. Students are tempted to “put off” a task, because it can be done “later”. 

 Translated in an economy of communication efficiency versus time, the facts look like that: it is 
estimated that an exchange of 600 words face-to-face requires about 6 minutes, while an email 
exchange for the same number of words takes about 1 hour (Knock, 2005, p. 122). 

In terms of personal engagement, sharing the same temporal space increases the feeling of 
belonging to a real community in synchronous forms of teaching. At the same time issues 
connected to misunderstanding or miscommunication can be easily clarified. Instructors can adjust 
the presentation according to students’ reactions. A complex web of muscles allows our facial 
expressions- over 6000 communicative expressions can be generated (Bates et al., 2001, p. 23).  

The main concern of the teaching staff during, and long after, the migration phase of the 
traditional learning community, was to re-build and provide adequate support for the newly created 
e-learning communities. Technology functions within a social framework, it is not a self-
determining agent (Selber, 2004, p. 8), and therefore, communication played a vital role, whether it 
was related to content transfer, planning of tasks or offering social support (Haythornthwaite C., 
2002, p. 162).  
 
3. Research methodology  
 

My endeavor is focused on a micro-level analysis of the social and psychological factors which 
dominated this period, I consider this might provide useful information, as well as lead to a certain 
direction in further developments of the methods and of the curricula used. At the end of the second 
semester of the academic year 2019-2020, I conducted a survey on a number of 128 students 
enrolled in the 2nd year at the Faculty of Economic Sciences, at “Ovidius” University of Constanța. 
The groups of students are approximately the same size and their age is around 20 years.  
     The survey contained 14 questions concerning the use of the virtual instruments and platforms, 
the challenges they encountered as learners, the quality of explanations being offered, the 
possibility to establish social connections and the feeling of continuity during the online courses, 
the risks students foresee for their academic education associated to this online period and the 
improvements they would bring to the online system. The survey contained both closed-ended 
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questions and opened-ended questions. Students were allowed to skip uncomfortable questions in 
the survey. The average time to answer the survey was 6:38 minutes.  
 
4. Findings  
 
    Considering the fact that in synchronous communication monitoring the interlocutor’s reaction 
to the message is less equivocal, quicker and easier, while the advantage of asynchronous forms of 
education come from the fact that the receiver can bring an increased cognitive output, whereas in 
the case of synchronous learning it comes with an increased personal involvement, the challenge 
was to find a well-balanced and accessible form of e-learning, in order to keep the students 
motivated and at the same time not to transform the social individuals into e-learners.  
   The winning combination for my Business Communication classes was real-time video 
conference, combined with asynchronous activities, which I evaluated weekly. I chose this blended 
structure because I considered it was an ideal combination meant to re-create, at least in part, the 
traditional classroom context. It was a combination I opted for after two first weeks in which I used 
an asynchronous form with posted materials and comments and tasks to be completed within a 
strict time limit. The feeling that “I was losing my battle” and a certain accumulated tension 
convinced me to adopt other alternatives in which to share the same temporal space with my 
students.  
   On the long term I noticed that real time conferencing is more limiting in terms of students’ 
interaction with their peers or the professor, moreover the combination of text and video image is 
quite exhausting for the nervous system. Allowing students to adjust their equipments by opening 
the vide-conference even 15 minutes earlier proved to be a wise decision, I avoided manifesting my 
online presence during this time, this allowed my students to socialize and exchange information 
freely. The atmosphere improved considerably, students’ involvement and motivation increased, 
part of the class atmosphere was restored.  
   A particular aspect which should not be ignored is the social and psychological impact of the 
circumstances which determined this re-building process, as all of a sudden students found 
themselves isolated from peers, friends, families, deprived from real forms of communication, kept 
in front of the screen for hours and hours. In order to offer a deeper perspective in a more 
meaningful manner, I included below the most significant parts of the questionnaire and the 
corresponding answers. 
    In terms of the challenges encountered during the online period, 46 out of 128 respondents chose 
“access or connectivity”, 25 opted for “distractions or competing priorities”, while 19 students 
considered time to be a difficulty. Other challenges, as you can see in the table below, included 
course structure, distractions or competing priorities, wellbeing or health etc. 

 
Figure no. 1. Challenges encountered during the online period  

 

      

Source: Generated on Microsoft forms, based on students’ responses  
 
    
 

Access or connectivity 46  

Language, writing or reading 8  

Time 19  

Course structure 12  

Distractions or competing 
priorities 25  

Wellbeing or health (self or others) 8  

Something else 10  
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What has been bothering you during this period of online courses? 
The respondents felt the need to share different worries in their free answers, ranging from 

technical difficulties concerning the internet connection, to the amount of materials being taught 
and the difficulty to understand the concepts, as well as about the “disruption and the lack of clarity 
regarding future developments”. 
    In which circumstance were you able to focus more on learning?  
    A number of 100 respondents chose real-life circumstances whereas only 28 opted for online 
courses. When asked about the quality of explanations offered to them, an overwhelming majority 
of 107 respondents opted for real-life courses, while 20 respondents chose online courses. In terms 
of their preferences, 101 consider real-life courses a better alternative, compared to 26 who chose 
online courses. 
 

Figure no. 2.Cricumstances in which students were able to focus more on learning 
 

    
Source: Generated on Microsoft forms, based on students’ responses  

 
    Was there a re-building of the real-life learning community in the online medium? 
    In this case, 74 respondents chose “Yes”, while 53 said “No”. The numbers are comparable to 
the answers to the question concerning a feeling of social connection during online teaching, in this 
case 76 said “Yes”, while 51 opted for “No”. 
    When asked about the risks for their academic education associated to this online learning 
period, 89 students provided free answers. Their worries concerned the grading system being used, 
not being able to understand or to absorb the necessary amount of information provided, they also 
noticed a certain lack of intrinsic motivation to continue studying or they worried about being 
absorbed by other distractions which seemed more accessible than ever, such as video games.  
    In what way can online teaching and learning be improved?  
    This open-ended question provided interesting and practical suggestions, such as: “The 
obligation to turn on the video camera”, or the suggestion for professors not to ignore the 
“moments of a lesson, the most important part“ being “the winning of the good will, which is 
skipped by most professors”, or that practice makes perfect so more practice would help us 
discover the flaws and improve the systems. It was reassuring to notice from the answers provided 
that an overwhelming number of students appreciate and understand the efforts of the teaching staff 
to compensate this unusual circumstance. 
 
5. Conclusions  
 
   The digital classroom is less than we would expect it to be at a first glance- a universal remedy 
for all our problems or a space in which real-life teaching can be recreated. Limitations and 
difficulties either connected to the human component or to the technical part can reside.  A wise 
and well structured use of the online resources can facilitate interaction, collaboration and learning 
autonomy, allowing at the same time to better grasp the meaning.   
   Apart from being a period dominated by fears and physical distancing, the COVID-19 pandemic 
offers us an opportunity to seriously reconsider our educational systems and practices and to test 
possible changes.  In a fast forward manner we are being forced to adopt a more blended teaching 
model which empowers students to share opinions and information on the one hand and to become 
more responsible for their learning, on the other hand. At the same time, professors have to 

real life courses 100 

online courses 28 
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reconsider their entire course design process- the selection of the tools being used, as well as the 
study load. One of the biggest challenges for the entire system, also revealed by the survey, is to 
ensure that everyone has access to adequate applications and equipments, and that the social 
dimension of the educational process is not neglected.  
    Once again we rediscover that the use of technology itself, does not guarantee a real educational 
change or a viable alternative, or any real improvement of the curriculum. Innovation is triggered 
and pushed forward by social forces, represented in our case by professors and students. The 
technological tool is deeply rooted in a complex system of socio-cultural factors and at the same 
time it offers a continuous testing ground for developing educational purposes. 
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Abstract 
 

In academic English, nominalizations are used to achieve a higher level of abstraction, 
condensation and precision. This paper focuses on the actual usage patterns of -er nominalizations 
in academic writing, more precisely in the written assignments of business undergraduates. The 
research relies on the data collected from the British Academic Written English corpus.  

The main aim is to shed some light on the formal characteristics of the agent-denoting 
nominalization patterns in student writing and to identify trends and tendencies in the use of these 
nominals.  

The results of the research can increase student awareness of the linguistic patterns of 
nominalizations and improve the teaching techniques involved in developing academic writing 
skills. 
 
Keywords: agent, nominal, nominalization, argument, corpus.  
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1. Introduction 
 

Nowadays, with the rapidly developing international scientific collaboration and business, 
acquiring a foreign language for specialist purposes becomes essential in the linguistic instruction 
of students. Special attention has to be paid to the learners’ communicative needs related to their 
future professional work and plans for the future. One such need is the writing of various types of 
texts.  

In this paper we focus attention on a particular linguistic structure in English that is used in the 
academic written assignments of business undergraduates, more precisely, on the structures with an 
agent nominal, i.e. a nominal derived from a verb by suffixation in -er. The source of information 
on the actual usage patterns of agent nominals is the data collected from BAWE (The British 
Academic Written English corpus, 2004-2007). 

The paper is organized in three main sections. First, we will overview the main research on agent 
nominalizations in English, highlighting the syntactic configurations in which agent nominals may 
occur. Then, we will give a brief account of the research method. Finally, we will examine the data 
collected from the BAWE corpus, focusing on the written assignments of business undergraduates.  

The outcome of the research is expected to contribute to the maximization of the effectiveness 
of the teaching methods involved in developing the business students’ writing skills.  

 
2. Theoretical background 
 

The literature on the syntactic properties of -er nominalizations has shown that the nominalizing 
suffix -er frequently refers to ACTOR or AGENT of the base verb (teacher, driver). This type of       
-er nominalizations is totally productive across languages.  

However, the -er morpheme may refer to other thematic roles, as well: INSTRUMENT 
(scanner, printer, keyholder), SOURCE (cash generator/dispenser), THEME (breaker), 
EXPERIENCER (lover of French cuisine, scorner of the media manipulation). (cf. Rappaport 
Hovav & Levin 1992, Fabb 1984, van Hout & Roeper 1998, among others). 
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There are also -er nominalizations derived from adjectives (foreigner), prepositions (downer) or 

nouns (pensioner). Nevertheless, these are not fully productive but (to some extent) idiosyncratic 
(cf. Alexiadou and Schäffer 2010).  

In this paper we focus attention on the properties of agent -er nominals and, more specifically, 
on  
the nominal configurations in which they occur, commonly known as agent nominalizations. 

We will examine the agent nominalizations in correlation with the argument structure of the 
corresponding verbs. Then, we will identify the types of adjectives that can appear in 
premodification with agent nominals. All examples selected for this research are commonly 
employed in economics or business texts and most of them have been chosen from various corpora 
(BNC, COCA, iWEB, NOW). 

 
2.1. Argument-taking agent nominals 

The examination of the structure of -er nominalizations focuses on the relative order of the 
agent nominal and the object (direct, indirect or prepositional) of the base sentence. Nominals are 
correlated with the types of predicates. 

Thus, agent nominals derived from simple transitive verbs, such as (manage -> manager, 
manufacture -> manufacturer, etc.) occur in the expected NofO structure (nominal + of + object), 
i.e. the agent nominal inherits the internal argument of the base verb: 

1) 
the manufacturer/ advertiser of the product 
They manufacture/ advertise products. 

        
Agent nominals allow in prenominal position a possessive phrase with a noun denoting a 

country that points to the possessor or the origin of the agent:  
2) 

Russia’s leading producer of meat and the country’s number one producer of high quality, 
meat-based ready meals. 

 
Agent nominals can be embedded under the same range of nominal functional categories as 

other NPs (cf. Alexiadou 2001). For example, in English they combine with the usual range of 
number markers, determiners, and quantifiers (the/a producer, every producer, no producer, five 
producers). However, agent-denoting nominalizations cannot appear without a determiner, when 
the nominal is in the singular: 

3) 
*Producer of IT-lifestyle products announced the launching of a new smartphone. 

       
However, an of-phrase is not always an indicator of an argument in the structure of the verb, but 

it may point to a relationship of possession or temporal specification. In such cases the definite 
determiner is obligatory: the consumers of this market, the winner of the day, the manager of the 
year, etc. 

The basis of derivation for agent nominals may be a ditransitive verb (sell sth to sb.->seller, buy 
sth. for sb. -> buyer). Again, the agent nominalization has the NofO structure, or the rather 
infrequent NofO PO configuration, which preserves both objects from the clausal configuration:  

4)  
a) a buyer of timber     NofO 

 b) a buyer of timber for a German manufacturer  NofO PO 
 c) a timber buyer for a German veneer manufacturer  N PO 
 

As it can be noticed, the object is found in argument position in the agent nominalizations, in (4a) 
and (4b), and in adjunct position in (4c), as a prenominal modifier of the agent nominal. 

Nominalizations of complex transitive verbs, such as (acquire sth. from/for sb.> acquirer, 
borrow sth. from sb.> borrower) are frequently encountered in the NofO structure and rarely with a 
full complement structure, that preserves both the direct and the prepositional object of the clausal 
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structure. For instance, the agent nominal producer derived from the verb produce something for 
sb./sth. occurs frequently in the NofO configuration and occasionally as NofO PO: 

5) 
Which country is the biggest producer of bicycles? 
Lee Mendelson, the longtime executive producer of numerous specials for the TV 
animated series "Peanuts"… 

 
Agent-nominalizations corresponding to clauses with prepositional intransitive verb have the NPO 
structure (nominal + prepositional object) and inherit the idiosyncratic preposition of the verbal 
base: bid for sth -> bidder for., cater for sth.-> caterer for: 
      6) 
             …the successful bidder for the first expansion of the New York Subway 
 They bid for the first expansion of the New York Subway. 
 

Another property of argument-taking agent nominals is that they can freely occur in all 
argument positions in the sentence: in subject position (7a), in predicative position (7b), direct 
object (7c), indirect object (7d), prepositional object (7e):  

7) 
a) An acquirer of goods and services acts as an intermediary between merchants and    
    customers. 
b) They knew China's potential to be an acquirer of foreign multinational corporations. 
c) The publication includes several new acquirers of services. 
d) Regulation 40-5.06 gives an acquirer of financial interests the status of a financial                
    provider. 

             e)  It will also be used by UK acquirers of goods. 
 

The facts presented prove that -er nominals are clearly argument-taking nominals and that they 
inherit the argument-structure of their verbal sources. Thus, agent nominals derived from transitive 
verbs allow the distribution of the internal argument in the NofO, while those from prepositional 
predicates preserve the idiosyncratic preposition in the NPO or Nof O PO nominal structure. 

As far as usage is concerned, corpora data reveals that there are fewer occurrences of agent 
nominals as argument-taking nominals than as argumentless nominals. 

 
      Table no. 1. The frequency of occurrence of the agent nominal ‘acquirer’ 
Agent nominal NP structure BNC COCA iWEB NOW 
acquirer N    120         147 5936 3868 
acquirer of Nof O        3   13   344   314 
acquirer of sth. for sb. Nof O PO        -     -       2 - 
Source: Author’s contribution based on data selected from four corpora: British National Corpus (BNC): 
(Davies, 2004); The Corpus of Contemporary American English (COCA): (Davies, 2008); The 14 Billion 
Word iWeb Corpus: (Davies, 2018); Corpus of News on the Web (NOW): (Davies, 2013).  

 
The table shows that the number of occurrences of agent nominals greatly decreases with the 

more complex nominal structures. Thus, the agent nominal (acquirer), as a non-argument taking 
nominal has roughly 6000 occurrences in iWEB and 3900 in NOW, as an argument-taking nominal 
(acquirer of), it occurs in over 300 instances in both corpora, and with a full complementation 
pattern (acquirer of sth. for sb.), it is almost non-existent. 
 
2.2. Adjectival modification in agent nominalizations 

The presence of a nominal head in a nominalization opens up the possibility of adjectival 
modification. Modification by means of referential adjectives deserves special attention because 
these adjectives are related to the argument structure of the verbal base (cf. Oersnes and 
Markantonatou, 2002). The set of referential adjectives includes adjectives that express nationality 
(English, American, German), affiliation with a political party (Liberal, Democrat, Republican), 
etc.  
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In agent nominalizations referential adjectives correspond to the Subject-NP in the clausal 
paraphrase, while Object-like argument is realized as an oblique prepositional phrase with the 
marker of: 

8) 
the Chinese producers of toys  N of O 
The Chinese produce toys.   

 
Besides referential adjectives, other types of adjectives can also modify agent nominals with (or 

without) an idiosyncratic preposition, for instance: status denoting adjectives, as:  professional, 
official, institutional, academic, etc.  

9) 
I am a professional worrier about the impact of trade on the American income distribution. 
The World Bank is the greatest institutional worrier about population growth. 
Boston University economist, Laurence Kotlikoff, the nation’s foremost academic worrier 
about such matters wrote these pages. 

 
Evaluative or quality adjectives modifying agent nominals assess the significance, worth or quality 
of the referent of the nominal: 

10) 
biggest/prime/ultimate/major/consistent borrower of funds 
top/leading/largest/biggest producer of cosmetics 
 

Aspectual or temporal adjectives, such as: constant, frequent, life-long, long-term, etc. may also 
occur in prenominal position to indicate duration or frequency of the action in which the agent is 
involved: 

11) 
He is a constant worrier about the future. 
She is a 24-hour-a-day worrier about the organization’s future. 
Powell has been a long-time admirer of France's president. 

 
Modification by adjectives such as frequent and constant implies an actual event and is only 

possible with -er nominals which have a complement structure, i.e. nominals that occur in the NofO 
pattern:  

12)   
the constant defender of the government's policies 
a frequent consumer of tobacco 

 
In this section we have shown that argument-taking agent nominals correlate with a range of 

adjectives in premodification. 
 

3. Research methodology 
 
One of the most distinctive linguistic characteristics of academic writing is the high frequency 

of nominalized structures (cf. Biber and Gray 2013). 
In order to examine the actual usage patterns of -er nominals in the academic writing tasks of 

business students, we have collected data from the British Academic Written English corpus.  
The BAWE corpus includes the writing of both native and non-native speakers, but native 

speakers predominate. It is a 6.5-millionword corpus (approximately 2,800 texts) compiled in 
2004–2007 at the universities of Warwick, Reading and Oxford Brookes in the UK. The texts were 
written by students in in 35 different disciplines, ranging from history and philosophy to medicine 
business and mathematics. 

Though factors such as native-speaker status, discipline, level of achievement (lower-graded vs. 
higher-graded texts) and level of expertise in academic writing may have an influence on the use of 
nominalizations, they are not investigated in this paper.  

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

260



The corpus displays the results of the search in context, in the form of a concordance that can be 
sorted, filtered, counted to obtain the desired result.  

The illustrative instances of agent nominalizations have been manually selected from the 
BAWE corpus responses to the search instructions. Therefore, the analysis of the frequency of such 
patterns indicates trends in the data and is meant to be a qualitative rather than a quantitative 
analysis (cf. Lindquist 2009). 

 
4. Findings 

 
In this section, we will investigate the frequency of occurrence of the syntactic patterns in 

which agent nominals occur in The British Academic Written English corpus, then we will look at 
the frequency and type of adjectival modification in such nominalizations. 
 
4.1. Argument-taking agent nominals 

In order to analyze the argument-taking properties of agent nominals, we have chosen 
the following agent nominals, mostly employed in business English: advertiser, borrower, 
buyer, carrier, deliverer, employer, examiner, exporter, importer, leader, maker, manager, 
manufacturer, producer, purchaser, seller and trader. 

We have identified instances of agent nominals in the N(of)O configuration derived from all 
types of verbal bases, transitive in (13a), complex transitive in (13b), prepositional intransitive in 
(13c): 

13) 
a) …by convincing the Allies that he was rightful leader of a postwar republic. (TEXT 1228) 
b) Importers of capital goods to UK can only hope to exploit … (TEXT 806)                                          

…resources increase as Russia becomes a major exporter of gas to Europe. (TEXT 806) 
c) …had bound itself in accepting the highest bidder for the shares that they had invited to bid  

for. (TEXT 609) 
 

The statistical data gathered about the selected agent nominals is given in Table 2 that exhibits 
the overall number of occurrences of an agent nominal as a simple, argumentless nominal, as well 
as the number of occurrences of the agent nominalizations with the structure N(of)O. The last 
column gives the frequency of occurrence of argument-taking agent nominalizations, in percentage: 
 

Table no. 2. The frequency of occurrence of agent nominalizations of the type N(of)O 
Agent nominal Total number of 

occurrences 
Agent nominal in 
N(of)O structure 

Occurrences in 
N(of)O structure 

% 

producer 362 producer of 37 10,2 
manufacturer  212 manufacturer of 13 6,13 
employer 565 employer of 5 0,88 
purchaser 46 purchaser of 8 17,39 
carrier 188 carrier of 10 5,31 
maker  153 maker of 14 9,15 
manager  1490 manager of 52 3,48 
buyer  259 buyer of 7 2,70 
seller  102 seller of 5 4,90 
leader  946 leader of 104 10,99 
importer  19 importer of 7 36,84 
exporter  53 exporter of 8 15,9 
TOTAL  4395 TOTAL 265 6 % 
Source: Author’s contribution based on the data selected from The British Academic Written English 
(2004-2007). 
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The table provides frequency information about each agent nominal selected. For instance, the 
examination of the agent nominal producer in the BAWE corpus reveals that of the corpus’s 362 
occurrences of producer, 325 (89.8%) occur as a simple NP, while 37 (10.2%) occur with an of-
complement. 

As it can be easily noticed, the number of occurrences of agent nominals in the NofO 
configuration varies from the highest (importer of) to the lowest (employer of, seller of). On the 
other hand, there are agent nominals like: advertiser, bidder, deliverer, examiner, trader that are 
not included in the table because they do not appear with an of complement in the corpus data. 

The conclusion that can be drawn from the data in the table is that, in actual usage, agent 
nominals occur overwhelmingly as argumentless nominals (94%) and rather infrequently as 
argument-taking nominals (6%). 

 
4.2. Adjectival modification in agent nominalizations 

The data on adjectival modification collected from the BAWE corpus indicates that adjectival 
modification involves the presence of the types of adjectives mentioned in section 2.2.: referential 
adjectives in (14), status denoting adjectives in (15), point-of-view adjectives in (16), evaluation/ 
quality adjectives expressing the speaker’s opinion in (17), ranking adjectives in (18) and 
aspectual/ temporal adjectives in (19): 

14) 
… the Jewish manager of the theatre at which Dorian meets ...  (TEXT Sybill 954) 
… the largest US maker of photographic films and supplement products. (TEXT 848) 
… taxation of the worldwide income of the American manufacturer of carpets who only  
bought wool in India.        (TEXT 1515)   
… Carrera was ‘Morazan’s (the liberal leader of Guatemala before Carrera)…(TEXT 

1075) 
15) 

…and, as institutional and pedagogical leader of the Annales group of historians…  
(TEXT 588) 

    16) 
… if the political, economic and financial leaders of this country were not tainted by…  

(TEXT 982) 
    17)  

Jaguar is a highly reputable manufacturer of sophisticated luxury saloon and estate motor. 
         (TEXT1262) 
Both Jamaica and Barbados became significant producers of sugar…  (TEXT 1076) 
Their image as trustworthy makers of high-quality and durable electronics…(TEXT 959) 
..of China and Japan to be the uncontested leader of this region.   (TEXT 1114) 

18) 
It is also a large importer of commodities from Latin America   (TEXT 1631) 
Gloria is a leading maker of portable fire extinguishers…   (TEXT 116) 
.. in accepting the highest bidder for the shares that they had invited to bid for. (TEXT 609)  
The European Union, as the second largest exporter of butter and skimmed milk power, 
was selling…         (TEXT 2170) 
To make Systech International into a global supplier of software services to the industry  

(TEXT 405) 
    19) 

… whose age is under 14 years are more frequent purchasers of organic milk and organic 
dairy products rather…        (TEXT 2091) 
… women had the opportunity to be temporary managers of their husband’s estate… 

(TEXT 170) 
 

Table 3. indicates the types of adjectives co-occurring with the twelve agent nominals 
mentioned in section 4.1.: 
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      Table no. 3. Frequency of adjectival modification with argument-taking agent nominals 
Adjective type Adjective Total number 

of occurrences 
referential adjectives Jewish, American, liberal 3 
status denoting adjectives professional, official, institutional, academic 0 
point of view adjectives political, economic, financial, ideological 2 
evaluative adjectives prestigious, reputable, trustworthy, ideal, 

successful, capable, responsible, potential, 
significant, desirable, fearsome 

11 

ranking adjectives prime, big, large, average, main, major, single 14 
temporal/aspectual 
adjectives 

frequent, temporary 2 

  TOTAL 32 
Source: Author’s contribution based on data selected from the corpus: The British Academic Written 
English (2004-2007). 

 
The 12 agent nominals encountered in the N(of)O structure (in 265 instances) take an adjectival 

modifier in only 32 instances, i.e. only 12% of the argument-taking nominals are modified by an 
adjective. The data reveals that ranking adjectives have the highest frequency, 14 out of a total of 
32 adjectives, i.e. 43.7%. The second highest frequency is that of evaluative adjectives that 
highlight significance, reputation, capability of an agent referent, 11 instances (34,3%). The lowest 
frequency is encountered with referential, point of view, temporal/ aspectual adjectives that score 
only 6,25 each. Overall, the BAWE data clearly shows that adjectival modification of agent 
nominals is rarely encountered in academic written assignments.  

 The frequency observations put together in this paper are useful to instructors, evaluators and 
teaching material designers whose efforts are aimed at improving the students’ academic writing 
skills. 

 
5. Conclusions  

 
The purpose of this paper has been to find out how much agent nominalizations feature as part 

of an academic writing. With this view in mind, we have given a brief account of the structure of 
agent nominalizations and of the patterns of adjectival modification. 

The discussion of the argument-taking properties of agent nominals has been based on the 
subtypes of their verbal base. Agent nominals inherit the internal arguments of their verbal bases, 
in two configurations NofO and NPO and co-occur with certain types of adjectives in 
premodification. 

We have applied the results of the research on the syntactic properties of agent nominals to the 
study of agent-denoting nominalizations in academic written assignments of business 
undergraduates. 

The analysis of the data derived from the BAWE corpus has pointed out that the more complex 
structures with agent nominals, i.e. the argument-taking occurrences and the structures with 
adjectival modification, are rather infrequent in student written assignments. Students, whether 
native or non-native, do not seem to be conversant with such elaborate structures, that is why 
developing nominalization awareness in teaching academic writing is necessary. 
 
6. References 

 
• Alexiadou, A., 2001. Functional structure in nominals: nominalization and negativity. Amsterdam: 

John Benjamins. 
• Alexiadou, A., Schäffer F., 2010. On the syntax of episodical vs. dispositional -er nominals. In A. 

Alexiadou & M. Rathert (eds.) Nominalizations across languages and frameworks. Berlin: Mouton de 
Gruyter. 

• BAWE (British Academic Written English). Corpus compiled at the Universities of Warwick, 
Reading and Oxford Brookes in 2004–2007.  [online] Available at 
http://www2.warwick.ac.uk/fac/soc/al/research/ collect/bawe/ [Accessed 15 March 2020]. 

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

263



• Biber, D., ethany, G., 2013. Nominalizing the verb phrase in academic science writing.  In B. Aarts 
and G. Leech (eds.), The English Verb Phrase: Corpus Methodology and Current Change, pp. 99-
132.  Cambridge:  Cambridge University Press. 

• Davies, M., 2018. The 14 Billion Word iWeb Corpus. [online]  Available at https://www.english-
corpora.org/iWeb/. [Accessed 20 April 2020]. 

• Davies, M., 2013. Corpus of News on the Web (NOW): 3+ billion words from 20 countries, updated 
every day. [online]  Available online at https://www.english-corpora.org/now/. [Accessed 10 May 
2020]. 

• Davies, M., 2008. The Corpus of Contemporary American English (COCA): 600 million words, 1990-   
present. [online] Available at https://www.english-corpora.org/coca/. [Accessed 20 April 2020]. 

• Davies, M., 2004. British National Corpus (from Oxford University Press). [online] Available at 
https://www.english-corpora.org/bnc/. [Accessed 20 April 2010]. 

• Fabb, N., 1984. Syntactic affixation. Doctoral Dissertation, MIT. 
• van Hout, A., Roeper, T., 1998. Events and Aspectual Structure in Derivational Morphology. MIT 

Working Papers in Linguistics, 32, 175-220. 
• Lindquist, H., 2009. Corpus linguistics and the description of English. Edinburgh: Edinburgh 

University Press. 
• Rappaport, H., Malka/Levin, B., 1992. -er nominals. Implications for the theory of argument-

structure. In: Stowell, Tim/Wehrli, Eric (eds.). Syntax and the lexicon. San Diego, Ca.: Academic 
Press, pp. 127-153. 

• Oersnes, B., Markantonatou, S., 2002. Group Adjectives. Journal of Greek Linguistics. John 
Benjamins Publishing Company, 3, pp. 139–178. 

 
 
 
 
 

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

264

http://www2.warwick.ac.uk/fac/soc/al/research/%20collect/bawe/


Impact of Tuberculosis Vaccination Policy (BCG) on Sars-Cov-2 
Virulence and Potential Economic Effects 

 
 

Claudiu George Bocean 
Catalina Soriana Sitnikov 
Anca Antoaneta Vărzaru 

University of Craiova, Romania 
boceanclaudiu@yahoo.com 

inastinikov@yahoo.com 
varzaruanca@yahoo.com 

 
 

Abstract 
 

The SARS-Cov-2 virus that generates Covid-19 has generated an unprecedented medical crisis 
leading to more than 100,000 deaths worldwide in less than four months since its identification. 
The spreading pattern of the virus in the world countries is asymmetrical, with many factors that 
influence its pattern. Previous research have shown that BCG vaccination with can induce non-
specific protective effects against not only bacterial but also viral infections. This article aims to 
carry out a correlation analysis between the variables that define BCG vaccination policies and 
those that define the spread and deaths caused by Covid-19 and to study the spread pattern. In 
almost 55 days from the outbreak of the epidemic, a clear differentiation can be observed among 
the clusters of countries defined according to the BCG vaccination policy concerning disease rates 
and mortality, which leads us to the conclusion that the BCG vaccine generated non-specific 
immune protection. 

 
Key words: BCG vaccination; SARS-CoV-2; Covid-19; viral infections; potential economic 
effects 
J.E.L. classification: I15. 

 
 

1. Introduction 
 

Starting from January in China, and February and March worldwide, the SARS-CoV-2 (which 
produces COVID-19) has devastated medical systems and especially most countries’ economies, 
but the effects at country level are strongly differentiated. In addition to other reasons that cause a 
significant differentiation among countries (average age of the population, health status of the 
population, strict and rapid measures of isolation, national culture regarding the protection against 
contagious diseases, the quality of health care systems, the quality of the medical act, the economic 
development degree, the geographical isolation degree etc.) a causal factor that drew the attention 
of many researchers was how each country carries out the vaccination programs and in particular 
the vaccination with the BCG vaccine.  

 
2. Theoretical background 

 
The BCG vaccine has been used for nearly a century in tuberculosis prophylaxis, with evidence 

that the vaccine facilitates increased resistance to a number of diseases and pathogens that are 
unrelated to the tuberculosis-producing Koch bacillus, also developing effects on autoimmune and 
inflammatory diseases (Moorlag et al., 2019; Shet et al., 2020; Hegarty et al., 2020). Although the 
BCG vaccine does not show direct antiviral action, it participates in strengthening the immune 
system, so that the effects of many viral infections are significantly reduced (Sharquie, 2020). 
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The idea that vaccination programs among children and, in particular BCG vaccine, appeared in 
the scientific environment due to the low incidence of SARS-CoV-2 virus among children. Samar 
and Salem suggest that bystander immunity induced after vaccination of children from 1-8 years 
may stimulate immunity to SARS-CoV-2, recommending the use of either one or a combination of 
vaccines to protect high-risk groups from serious complications associated with COVID-195 
(Samar and Salem, 2020). 

Several researchers from Johns Hopkins Bloomberg School of Public Health (Shet et al., 2020) 
built a simple linear regression model to evaluate the association between BCG vaccination and 
mortality attributed to COVID-19. They concluded that the mortality attributed to COVID-19 in 
countries with BCG vaccination policies was 5.8 times lower than in countries without BCG 
vaccination programs. 

For the same purpose, we set out to carry out a correlation analysis between BCG vaccination 
policies and the spread of SARS-CoV-2 and deaths caused by Covid-19, in order to identify the 
spread pattern on country clusters, at the European Economic Area level.  
 
3. Research methodology 
 

In order to carry out a cluster and correlative analysis of the data, we have collected data on the 
vaccination mode and the spread of SARS-CoV-2 and deaths caused by Covid-19 from two sources 
accessed on April 9, 2020 and April 23, 2020: European Center for Disease Prevention and Control 
(ECDC) (ECDC, 2020) and Worldometer (Worldometer, 2020). The study included 31 countries 
from the European Economic Area, in order to ensure data homogeneity and a smaller 
differentiation of the national culture type regarding the protection against contagious diseases. 
Based on the data collected from ECDC, we proceeded to the distribution of the 31 countries on 3 
clusters. The first cluster includes countries that have BCG vaccination programs for all children at 
birth. The second cluster includes countries that have BCG vaccination programs only for certain 
high-risk groups (such as immigrants from countries with high incidence of tuberculosis). The third 
cluster includes countries that do not currently have BCG vaccination programs. These clusters 
were associated with the data collected by Worldometer on April 9, 2020 and April 23, 2020 
concerning the spread of SARS-CoV-2 and deaths caused by Covid-19 and we conducted a 
comparative and correlational analysis. 
 
4. Results 
 

Starting from the data obtained from Worldometer for the countries selected in the study we 
performed an analysis on the three clusters, calculating the correlation between the distribution on 
clusters and three indicators that illustrate the spread of SARS-CoV-2 and deaths caused by Covid-
19: total cases in one million population, identified after testing, total deaths in one million 
population, death rate (calculated as a ratio between the total number of deaths reported as being 
caused by Covid-19 and the total number of cases identified after testing). Following the 
correlations calculus, we could find a strong association between the distribution on the clusters 
that characterize the BCG vaccination policy and the indicators that characterize the spread of 
SARS-CoV-2 and deaths caused by Covid-19. For data collected on April 9, 2020 the Pearson 
correlation coefficients of the BCG cluster variable with others variables are 0.580 (for the variable 
-total cases in one million population), 0.561 (for the variable - total deaths in one million 
population), and 0.377 (for the variable - death rate).  For data collected on April 23, 2020 the 
Pearson correlation coefficients of the BCG cluster variable with others variables are 0.548 (for the 
variable -total cases in one million population), 0.495 (for the variable - total deaths in one million 
population), and 0.275 (for the variable - death rate).  It can be seen that the calculated correlations 
remain significant over the measured time interval.  

The lower correlation with the death rate variable is also determined by the fact that the total 
number of cases identified after the test is not equal to the number of the contaminated persons, due 
to the reduced and differentiated testing capacity of the countries included in the study and the 
multiple asymptomatic cases.  In the comparative analysis we grouped the selected countries into 
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three clusters. In nine of the countries the general BCG vaccination of the population is 
recommended. Eight of the countries have not defined BCG vaccination policies, while 14 
countries have BCG vaccination programs only for certain groups considered at risk. Illness and 
mortality rates differ significantly within the three clusters, significant differences that cannot be 
explained only by other causes. 

 
Table no. 1 Distribution on clusters that characterize the BCG vaccination policy and the indicators that 
characterize the spread and deaths caused by Covid-19 

Country 

BCG 
cluster 

Total Cases/ 
1 mil. 

population 

Deaths/ 
1 mil. 

population 

Death 
rate 

Total Cases/ 
1 mil. 

population 

Deaths/ 
1 mil. 

population 

Death 
rate 

  April 9, 2020 April 23, 2020 
Cluster 1 - No 
vaccination 
schedule 

 

  

 

  

 

Iceland 3 4829 18 0.4 5243 29 0.6 
Spain 3 3261 326 10.0 4556 474 10.4 
Italy 3 2375 302 12.7 3142 423 13.4 
Belgium 3 2156 218 10.1 3693 560 15.2 
Austria 3 1471 33 2.2 1666 58 3.5 
Germany 3 1379 29 2.1 1805 64 3.5 
Netherlands 3 1270 140 11.0 2085 244 11.7 
Denmark 3 973 41 4.2 1394 68 4.9 
Average measures  2214 138 6.6 2948 240 7.9 
Cluster 2 - 
Vaccination 
recommended for 
specific groups 
only 

   

 

  

 
Luxembourg 2 4976 83 1.7 5855 133 2.3 
Liechtenstein 2 2046 26 1.3 2124 26 1.2 
France 2 1804 187 10.4 2449 327 13.3 
Portugal 2 1369 40 2.9 2192 80 3.7 
Ireland 2 1331 53 4.0 3376 156 4.6 
Norway 2 1137 20 1.8 1358 35 2.6 
UK 2 959 118 12.3 2034 276 13.6 
Sweden 2 905 79 8.7 1659 200 12.1 
Malta 2 763 5 0.6 1008 7 0.7 
Slovenia 2 541 21 3.8 657 38 5.8 
Czech Republic 2 511 10 2.0 667 20 2.9 
Finland 2 470 8 1.6 773 31 4.0 
Cyprus 2 467 8 1.8 658 11 1.6 
Greece 2 188 8 4.5 236 12 5.1 
Average measures  1248 48 4.1 1789 96 5.3 
Cluster 3 - 
Vaccination 
recommended for 
entire population 

   

 

  

 
Estonia 1 910 18 2.0 1200 34 2.8 
Lithuania 1 351 6 1.7 514 14 2.7 
Croatia 1 343 5 1.4 483 12 2.5 
Latvia 1 312 2 0.5 412 6 1.4 
Romania 1 270 13 4.8 525 28 5.4 
Poland 1 147 5 3.1 278 12 4.3 
Slovakia 1 128 0.4 0.3 243 3 1.1 
Hungary 1 101 7 6.7 236 25 10.5 
Bulgaria 1 89 3 3.9 158 7 4.7 
Average measures  386 10 2.8 486 16 3.8 

Source: Calculations based on ECDC (2020) and Worldometer (2020) data 
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From table 1 it can be observed that the average number of total cases identified in one million 

population is 5.7 times higher (on April 09, 2020) and 6.1 times higher (on April 23, 2020)  in 
countries that do not have vaccination programs than those with general vaccination programs. 
Also, the average number of deaths in one million population is 13.7 times higher (on April 09, 
2020) and 14.3 times higher (on April 23, 2020) in countries that do not have vaccination programs 
than those with general vaccination programs. Countries from cluster 2 with BCG vaccination 
programs only for certain high risk groups are in an average position depending on the extension 
degree of these programs. Some of the countries had general vaccination programs, but they 
dropped them. 

 
5. Discussions 
 

In almost 40 days from the outbreak of the epidemic in all the countries from the European 
Economic Area, a clear differentiation can be observed among the clusters of countries defined 
according to the BCG vaccination policy in terms of disease and mortality rates, which leads us to 
the conclusion that the BCG vaccine generated a nonspecific immune protection effect against 
SARS-CoV-2 infection. The most affected are, in particular, the countries from western and 
southern Europe, developed countries with a solid health system, which will suffer significant 
human and economic losses. A dose of BCG vaccine costs between 2 and 3 dollars, which means 
that with a low cost of mass immunization with an improved variant of the BCG vaccine, many 
human life losses and potential economic losses can be prevented. 

The comparative and correlational analysis undertaken by us provides illustrative information, 
which provides sufficient statistical evidence to determine the mobilization of resources in the field 
of medical research to study the effects of the BCG vaccine on the impact of COVID-19 among the 
population. In our opinion, it is firstly necessary to increase the immunity of the population as 
quickly as possible to cope with COVID-19 disease, with the help of a variant of the BCG vaccine, 
whose efficacy and safety have already been tested. This will allow sufficient time for medical 
researchers to develop a specific vaccine for SARS-CoV-2, as well as effective antiviral drugs to 
fight the pandemic. 

Researchers predict the occurrence of a vaccine against SARS-CoV-2 in at least 12-18 months. 
Meanwhile, recomposition of existing and safe vaccines that induce non-specific immune benefits 
may be an additional tool. There is strong epidemiological evidence that BCG existing vaccines 
induce non-specific benefits by reducing mortality in the case of viral infections. We believe that, 
while developing a specific SARS-Cov-2 vaccine, it is necessary to carry out as quickly as possible 
an assessment of the BCG vaccination efficacy in fighting the serious effects of SARS-Cov-2, as a 
mean of strengthening the population immunity, and especially of the risk groups, which could lead 
to mitigating the effects of the current crisis (Hegarty et al., 2020). 
 
6. Conclusions 
 

Given its impact on reducing the incidence of respiratory viral infections, BCG vaccine use 
during the COVID-19 pandemic may prove beneficial. Starting from the conclusion that in 
countries that have benefited from general BCG vaccination programs, SARS-Cov-2 virulence is 
lower, producing fewer medium or severe cases, the use of the BCG vaccine may have an impact in 
reducing the incidence of respiratory viral infections if is used during the COVID-19 pandemic. 
Therefore, we believe that clinical trials should be conducted as quickly as possible to evaluate the 
potential beneficial effects of the vaccine in the fight against SARS-Cov-2. The economic losses 
generated by the COVID-19 pandemic, both direct of human lives, but especially the indirect 
caused by the lockdown declared by many countries, can be reduced through better management of 
the medical crisis, considering a 100 years old vaccine can bring a huge benefit..  
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Abstract 
 

The paper presents the results of research into entrepreneurship in the context of globalization, 
its capacity to cope with economic and social changes, which sometimes have negative effects on 
the environment and the population, i.e. the educational process by which people are primitive in 
their way of thinking and action, the lifestyle of each individual, to maintain a balance between 
society, the environment and the economy. 

The paper also analyzes the attractiveness of entrepreneurship in Romania, the diverse 
challenges of the world specific to dynamic societies, with high uncertainty for future 
entrepreneurs, the introduction of teaching methods in the educational process that would develop 
the potential of young people to critically analyze economic phenomena, social and environmental 
impacts with a view to integrating them into a society of the future, economic growth through 
successful businesses. 

 
Key words: practice firm, entrepreneurship, curricula, sustainable development, economy. 
J.E.L. classification: M21 

 
 
1. Introduction  

 
A successful, long-term business is a business where the entrepreneur effectively manages 

material, financial, human and information resources while taking into account the sustainability of 
consumption and production. These entrepreneurs sometimes integrate innovation into the business 
that drives new products/services or their upgrading with implications for increasing the 
profitability of the production factors and thus the efficiency of the firm.Entrepreneurs, who know 
the environmental, social, cultural and economic consequences of climate change, can initiate 
actions to reduce the negative environmental and climate impacts by developing efficient, 
responsible and inclusive firms that reduce greenhouse gas emissions,protect the environment and 
maintain biodiversity. 

In this respect, natural resources, which are exhaustible or difficult to renewable, are used by 
rational entrepreneurs in those businesses that bring high added value by processing the resulting 
products at a higher level. The technological process used in production, technological water and 
energy consumption must not affect the natural balance. The introduction of advanced technology 
and innovation in the production process ensures the quality of products/services that can be 
marketed at competitive prices.Modern vision supports the responsiveness of the firm to offer good 
quality goods at competitive prices to meet the needs of consumers. 

Globalization, the communication and information system, freedom of action create new 
business opportunities for entrepreneurs going beyond territories and cultures. The many theories 
of entrepreneurship present the dominant idea that the entrepreneur has the ability to recognize 
opportunities and act on them by starting a new business (David B., Audretsch and Max Keilbach, 
2007). While generating competition in attracting and using resources and in distributing 
customers, in identifying factors of production and markets. Alvarez (2003) and Alvarez and 
Barney (2005, 2007) suggest that as the degree of uncertainty increases, the entrepreneur gains a 
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competitive advantage, as some business opportunities can be exploited by entrepreneurs because 
they are rejected by existing firms, as opportunities.  

 
2. Literature review 

 
The entrepreneur is a person who has a business idea or business ideas, solid knowledge in an 

area of activity, flexibility, willingness to invest time, money, working capacity, critical thinking, 
creativity, critical analysis of external phenomena and skills can continue. 

These entrepreneurial skills are formed over time, involving potential entrepreneurs in planning, 
organizing, managing and controlling activities at the earliest possible age. Literature presents 
aspects that support the theory of professionalization of this profession. The working population in 
general and young people in particular should have access to information, management training and 
state support with concrete measures for the establishment and operation of SMEs, so that those 
with entrepreneurial skills and adequate training start and develop successful business. 

Entrepreneurship has evolved at a faster pace after the 90s, in the same trend is the research in 
the field of entrepreneurship, a mature field of study (Meyer  and coll., 2012; Busenitz and coll., 
2014, van Burg and Romme, 2014). 

Entrepreneurship education and state policies, which support the efforts of entrepreneurs, have 
been noticed by the community and have stimulated the research work of scientists (Manuel P. 
Ferreira, Nuno R. Reis and Rui Miranda). Identifying viable models in the field of entrepreneurship 
in order to implement and multiply at the level of the whole community is a main study problem. 

Many articles have been published on entrepreneurship, business risk and innovation as factors 
influencing success, journals have appearedand have  sold on the market (eg. Journal of Business 
Venturing, Entrepreneurship Theory and Practice and more Strategic Entrepreneurship Journal and 
others). 

There are scientists who claim that the field of entrepreneurship is mature (Schildt HA, Zahra 
SA, Siilanpaa A., 2006 ) and ( Landstrom H, Harirchi G., Astrom F., 2012) and others suggest lack 
of maturity and divergent pattems in entrepreneurial research (Schildt HA, Zahra SA, Siilanpaa A., 
2006), (Grégoire D. a., Noël M.X., Déry R., Béchard J.P., 2006 Gartner WB, Davidsson P, Zahra 
SA. (11,12,15). The emphasis of research is often on the person, on the psychological traits and 
characteristics of people as predictors of entrepreneurship. 

Characteristic of the developed economies, entrepreneurship generates jobs and added value, for 
any company, at the same time benefits for the person, the people who assume the risk of starting 
their own business (Praag  and Versloot ,2007) distinguish four measures: employment, innovation, 
productivity and individual utility levels Entrepreneurs are those who identify innovative solutions, 
develop new and bold  models, have vision and perseverance in succeeding. The entrepreneur is the 
individual, who alone or in association initiates a business, assuming a certain risk, in which invest 
resources in order to obtain profit. 

Entrepreneurs usually have professional experience, but few focus on management knowledge 
for organizing and developing the business. The school can offer young people the training 
necessary for a young entrepreneur and knowledge in the field of management. 

Entrepreneurship is perceived differently from one country to another, compared to the EU 
average. In Romania, the working population considers that there are business opportunities in each 
area, but they have a greater fear of risk in starting a business in relation to the EU average, as 
many people have little confidence in their entrepreneurial skills. 

 
Table no. 1 Entrepreneurial skills 

Indicator Risk-taking / fear of 
failure 

Entrepreneurial skills Business opportunities 

EU average 39% 42% 31% 
Romania's population 41% 38% 37% 

Source:  Created by the author after Xavier et.al (2012), Global Entrepreneurship Monitor 2012 Global 
Report, pg.20 
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The population appreciates business opportunities in the larger area 37%, while the European 
average is 31%. As for people's attitudes and perceptions toward entrepreneurship, the same source 
mentions a greater fear of the failure of Romanians 41% than the European average 39%, only 38% 
of the population think they have entrepreneurial skills and the EU average is 42%. 

 
Figure no 1. Entrepreneur versus employee in EU and in Romania 

 
Source:  Created by the author after Xavier et.al (2012), Global Entrepreneurship Monitor 2012 Global 
Report, pg.20 
 
According to the data provided by the Global Entrepreneurship Monitor, 48% of the active 

population in Romania see entrepreneurship as more attractive than the European average, which 
has a 37% level, positive attitude due to the possibility of accessing finance or business partners. 

The attractiveness of entrepreneurship for the working population does not translate into starting 
a business, a company, according to the European Commission's annual report, Romania is the last 
with 29 businesses/1000 inhabitants, half the European average, which in 2018 was 58 SMEs/1000 
inhabitants. The same source says that we are the last in the EU to be in innovation, with 10% of 
Romanian SMEs. 

It is a quite large variation, from one country to another, from 29 SMEs/1000 inhabitants in 
Romania to 115 SMEs/1000 inhabitants in the Czech Republic. There are seven countries in the EU 
with fewer than 50 SMEs/1000 inhabitants: Austria, Germany, Denmark, Finland, Croatia, 
Romania and the UK, the same report says. 

According to the 17th edition of the Romanian SME White Paper, 37,22% of all investigated 
companies develop annual plans and policies, tools that are absolutely necessary for a company to 
function normally, which is why training for future entrepreneurs is needed to set up and run 
sustainable businesses. 

Sustainable business is the result of a powerful, innovative management that leverages the 
potential of the internal environment: Human resources, financial resources, materials, information 
and external environment customers, suppliers. It's a sustainable development goals business, an 
efficient long-term business. 

 
3. Research methodology  

 
To write the article I investigated the potential of people in starting an developing a business 

locally and nationally, I used a diagnostic analysis of evolution of entrepreneurship nationally and 
internationally, by consulting specific bibliography and interpreting statistics to identify risk factor 
to start a business. The research aimed to make an x-ray of entrepreneurship in Romania in the 
European context, highlighting the aspects that characterize the current stage of entrepreneurship 
and identifying solutions to prepare future entrepreneurs for sustainable business to stimulate the 
economy.  The investigation was based on consultation of national and foreign literature, as 
methods we used: comparative method, analysis, synthesis, induction and abduction, quantitative 
analysis. 
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4. Results 
 

The framework and curricula on secondary and vocational education established by the Ministry 
of Education and Research and implemented in pre-university education form the methodological 
framework through which they develop in young people and entrepreneurial skills. 

Young people can start up in the field of entrepreneurship from secondary education and 
training their skills at high school and then at work or through higher education will ensure a new 
level of development. Primary education achieves balanced cognitive, emotional and psychomotor 
development, adapted to individual needs, a basis for the assimilation of new knowledge and skills 
(Main objective of the Romanian primary education according to the vision of the Ministry of 
Education and Research). 

From the 5thgrade to the 8th, by introducing TechnologicalEducation and PracticalApplications, 
1h/week in the Framework Plan, students have the opportunity to know concepts, concepts, 
activities in the fields of Quality, Economy and Entrepreneurship; Sustainable Development and 
Activities/ occupations/ jobs. 

In lower secondary school students study 1h/week in the 10th class Entrepreneurial Education 
for the purpose of training skills in starting, running and evaluating a business.  

The subjects of Economy and Applied Economy, which are studied in the higher education of 
the 11th  and 12th grades, offer students the possibility of content, covering consumer, producer, 
market types, growth, globalization, entrepreneurship, planning and management strategies, 
financing opportunities, etc. develop active and responsible social behavior appropriate to a 
changing society. 
 
4.1. Training entrepreneurial skills among young people 

 
The study carried out on existing school Curricula (5th-8th) identifies the training of skills for 

using hygiene, safety and safety standards, choosing technologies and products to ensure 
environmental and health quality, re-use of waste in order to save resources, by students through 
the content on a learning unit.  

Skills in healthy lifestyles, clean environment and their influence on the population, innovative 
solutions that benefit society and the choice of technologies for sustainable development are 
formed through the content of a new learning unit. 

Secondary school courses also cover themes, which train students' skills in research on the 
specific characteristics of occupations/professions by professional field and entrepreneurship for 
choosing the course of school and work.  

The 1 hour/week time budget for Classes (5th-8th) allocated through the Framework Plan for 
Education to Technology and practical applications is small in relation to the importance of the 
subjects covered and for the training of professional skills. At most, there is a question of giving 
pupils concepts, concepts and areas mentioned, in the allotted time. 

Entrepreneurial education discipline, which is studied in the 10th  grade, requires practical 
activities, with the active involvement of the student, which will shape his personality and develop 
his/her entrepreneurial skills. The content covers issues related to starting a business, achieving a 
business plan, business ethics, developing skills for a viable future entrepreneur. The discipline is 
studied 1 hour/week by all high school and vocational school pupils regardless of their profile, 
qualification/specialization. 

Business plan is a complex document that presents the company's strategy, the resources 
involved, and business ethics form the business behavior of the future entrepreneur, together 
provide the prerequisites for a successful business. Training skills requires more hours to be spent 
on content and entrepreneurial skills for students through practical applications. 

Business ethics principles must be applied and developed in all areas of activity, for the long-
term success of the business, regardless of the field. In the work carried out, the day-to-day 
conduct, attitudes and habits of entrepreneurs, employees, suppliers, customers, competitors, 
organizations, opinion leaders, etc., should reflect the principles of ethics in the relationships they 
initiate and conduct, having regard to the general concepts of good and harm, truth and lie, fairness 
and discrimination, freedom and constraint.(Popa, I; Filip,R., 1999). 
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Through the content studied, in economic discipline, pupils develop active and responsible 
social behavior. It learns to analyze and interpret economic indicators (output volume, productivity, 
costs, profit), economic phenomena, types of market, identify economic imbalances, the challenges 
of integration and globalization. 

Discipline the economy applied by the two learning units develop skills for pupils in managing 
their personal and family budgets using opportunity cost and tools for saving, investment and 
efficient management of the firm by taking advantage of business opportunities based on SWOT 
analysis and marketing strategies, management and control of the revenue and expenditure budget 
and cost-effectiveness. 

For the subjects economy and applied economy are allocated by the Framework Plan, 1 
hour/week to real profile theoretical high schools, technological high schools technical profile and 
2 hours/week to technological high schools service profile, and 4 hours/week to theoretical high 
schools human profile, social science specialization.  

Too few hours for training skills, skills and skills, young people with entrepreneurial potential, 
services and technical, natural resources, areas that can generate small and medium-sized 
enterprises, by area: construction, tourism, car, food, trade, clothing, etc. 

 
4.2. The introduction of business incubators into the school system to develop the skills 

needed for dynamic and viable entrepreneurs 
 
In technological high schools, service profile, economic disciplines are studied by modern and 

interactive method the practice firm, according to the framework plans and the curriculum in force. 
The method was introduced in the Romanian vocational education and training in 2001-2004 and is 
still being developed today, with different intensities from one educational establishment to 
another, according to the participants of the practice companies in the national competitions: 
Quality Mark, Business Plan or Fairs of the practice companies. 

The practice firm develops the entrepreneurial spirit of students by simulating the processes in a 
firm. Grouped into teams of 10-15 students, they set up a business with money and virtual goods in 
which they carry out all economic processes in a real firm.The activities take place under the 
coordination of a teacher, within the technological laboratory, content taught in economic 
disciplines (e.g. Company management, Marketing, Accounting) is more easily assimilated, 
learning becomes attractive, applying developing skills, skills and deepening theoretical 
knowledge. At the same time the capacity of communication in Romanian and foreign languages is 
developed, the skills of using information and communication technologies are also used to other 
knowledge acquired through the subject of general and specialized culture. 

The national and international exercise firms establish commercial relationships in a market for 
exercise machines, where they play different roles as suppliers, customers and competing 
businesses. Students are initiated in technological processes specific to companies in different 
fields of activity, trade, tourism, finance, clothing, pastries, bakery, etc. with the support of parent 
companies (partner companies), companies that have the same object of activity as the exercise 
companies. 

Every student occupies a job in the company, which allows him to become familiar with the 
requirements of a job, to know his rights and obligations and his role in the success of the firm. The 
behavior of the future employee can improve as it claims (Solomon R., 1996) ,a job is never just a 
job, there is always a moral dimension: pride in the work results, team spirit, care for the well-
being of the company, attachment to colleagues, skills developed by the practice firms method. 

High school, which implements this method in the educational process, becomes a business 
incubator in which young people develop key skills: entrepreneurial skills, creativity, critical 
thinking, teamwork skills, perseverance, job organization, leadership, application of theoretical 
knowledge in practice and specific skills: organization and management of a company, elaboration 
of strategies, development of offers of products and services, analysis and interpretation of 
economic phenomena, etc.The benefits of the institution increase, compared to the providers of 
training for young people, by increasing the value on the educational component through the faster 
integration of young people into the labor market or further education. 
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The business environment benefits from the knowledge and creativity of young people through 
their mother companies, which can test new products, through the practice firm, in a virtual market, 
by innovative solutions to promote products, and by training future employees through the 
development of skills required by the labor market. 
 
5. Conclusions 
 

In the new millennium, economic education has gradually expanded from primary classes 
through non-formal activities, which are the first attempts to understand the economy toward 
business education in secondary education and training skills and competences acquired through 
economic disciplines to develop a high-school business society. 

Modern methods, centered on teaching and learning pupil, interactive, used in the education 
system alongside traditional ones allow pupils to participate and collaborate, problem orientation, 
transdisciplinarity, the relationship between informal and formal learning, engaging the student in 
learning and acquiring the skills and attitudes of active participation in the social area. 

The extension of the method to the level of high school and vocational school, gives the 
opportunity for young people from the technical profile (construction, mechanical, clothing, 
agriculture, etc.), real profile (Mathematics – Information technology, Science), human profile 
(Social Sciences), vocational profile (artistic management) to develop their entrepreneurial skills by 
introducing 1-2 hours/week of technological laboratory the training firm. 

Teaching of content by qualified staff in economic sciences, professionally trained through 
training or exchange of experience in companies of high profile in fields and training courses in the 
initiation and operation of a company of practice. 

In relation to the challenges of this process, the introduction into the curriculum of topics such 
as: climate warming, poverty and sustainable consumption, which train young people specific skills 
for sustainable economic development and the use of interactive methods that guide teaching 
toward learning are relevant for each learner. 

Sustainable development issues and the promotion of sustainability skills can be ensured 
through non-formal and informal education. 

 The formation of a solid economic culture for young people with entrepreneurial skills enables 
them to start and develop business in line with the natural environment, which stimulates the 
economy, benefits the community, and makes use of the human and natural potential of the area. 

Dynamic societies have a high degree of uncertainty for future entrepreneurs, young people 
today, and to cope with them they need new skills, values and attitudes. The new international 
strategies aim to achieve a healthy life, well-being and eradicate poverty in each country. In this 
respect, education systems must rethink learning objectives and content so that they are relevant to 
the changes in society. 
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Abstract 
 
This study investigates the process of forming social entrepreneurship, its capacity to make the 

connection between social values and the economic environment for the overcoming the potential 
as a process, in which the existing opportunities are stimulated on the Romanian market and the 
current social changes, the setting up of the organizations with a social mission to meet their 
human resources and social needs. 
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1. Introduction 

 
Social entrepreneurship and social economy are gaining increasing integrity and importance 

nowadays, both nationally and globally with an inclination similar to the public and private 
sectors.The characteristics of social enterprises in creating social value and, consequently, in 
generating positive changes in the lives of members of local communities are based on the 
underlying reasons for social entrepreneurship. 

The way of doing business looking beyond profit, with the objective of solving society's 
problems, is social entrepreneurship in our view. In my opinion, in the case of social entrepreneurs, 
or founders, who carry out activities, there should nevertheless be a relationship between social 
entrepreneurship projects and the degree that generates profit. 

 Romania has participated in the global competition for entrepreneurship with social impact 
since 2015, along with other participating countries "The Venture", launched by Chivas, where 
Romanian businessmen competed with entrepreneurs from around the world in the race for the 
prize, namely, the million dollars, and they are a great business opportunity, especially for young 
entrepreneurs, and they generate a change for the better in Romania. The Chivas Venture give them 
the opportunity to share their vision globally and change the world with the help of their business. 

In Romania, the area is at its start and practitioners often face barriers such as ambiguities in the 
legislative system or lack of financial resources, the competition “The Venture” is an opportunity 
for socially-impact businesses, where the young social entrepreneurs are people who create and 
find innovative solutions to the greatest societal challenges: social, cultural, economic or 
environmental, and then develop them to receive financial support and aim for international 
recognition. 

 
2. Literature review: Conceptual delineations regarding social entrepreneurship 

 
The process of creating value has a major importance within entrepreneurship (Alvarez and 

Barney, 2007). A theme of great interest for scientists is deciphering this statement at the social 
entrepreneurship level within such domains as management and entrepreneurship. (Austin, et all, 
2006), as well as the business press (Gangemi, 2006)  for enterprises and political decision factors.   
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Social entrepreneurship can be characterized as a mechanism oriented to social and 
environmental problem-solving, in an innovative approach, in a transparent manner that aims at 
obtaining an impact on society ( Bornstein, 2005).  

The identification of practical solutions for social problems using resources aiming at valuing 
opportunities through the identification of social problems and turning them into business 
opportunities (Korosec and Berman, 2006), all these represent objective of social entrepreneurship. 

 To generate social impact we need innovative methods and strategies or alternative 
management models to create social value.  

Reaching sustainability and even financial autonomy through the development of a model 
starting from the approaches of social entrepreneurship is a promising solution for the flaws of the 
capitalist system. However, we consider that social entrepreneurship can be easily interpreted as 
being a too idealistic one.  

Among the organizations with social missions, business abilities and competences are not 
considered necessary, which a totally erroneous aspect. An organization will enrich its 
independence while increasing its capacity to provide quality goods and services, as long as it uses 
marketing techniques in a highly creative manner and the advantages given by technology for the 
benefit of progress etc. 

As compared to a traditional non-profit organization, which considers entrepreneurial activity as 
not being a necessity, for a social enterprise, the business activity holds an importance place within 
its mission. 

Social entrepreneurship has various forms, being regarded as an independent example or as an 
evolutionary process, marking the cross from a traditional non-profit organization (dependent), to 
an example of a social enterprise (independent). 

Social entrepreneurship is associated with philanthropy, while other researchers keep in mind 
broader definitions, which present social entrepreneurship in the shape of persons or organizations 
involved in entrepreneurial activities with a social objective, Therefore, such major differences in 
terminology make the legitimate status of the domain difficult (Nielsen and Rao, 1987).   

 
3. Research methodology 

 
This article has examined the development of social entrepreneurship at local and national 

level.The aim of research was to highlight the situation created in the country regarding social 
entrepreneurship, business practices and economic consolidation, with appropriate solutions to 
drive the national economy toward sustainable development.This research focused on consulting 
national and foreign literature, as well as analyzing statistical data. That research was based on the 
following methods: comparative method, analysis, synthesis, induction and abduction, quantitative 
analysis.  

For this article we have used a diagnostic analysis of social entrepreneurship development 
(with the presentation of the existent situation and indicating the possibilities for local 
companies development), as well as a consultation of specific biography on the topic from 
previous years, with the use of statistic data put together for Romania, based on which we have 
identified social problems and its solutions. We have consulted materials on the situation of 
existent entrepreneurs, identifying positive and negative changes throughout the years, and, as 
a main objective, we have set up to come up with strategies in social entrepreneurship 
development. 
 
4. How does social entrepreneurship and entrepreneurship look in Romania? 

 
Why social entrepreneurship? 
 Because it is one of the solutions our country needs; 
 Because every social product is worth promoting as such; 
 Because `sharing is caring`. 
The social value, significant of entrepreneurship, represents for the employee, the salary and the 

company in which they work, for entrepreneurs, the financial data of the business, employees, the 
social relationships established with clients, partners, the press - the specialists in the field. The 
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misapplication of stereotypes makes it possible for entrepreneurs to rank themselves solely on the 
basis of their capital value, and, in fact, to play a role in the abovementioned five assessment 
criteria, involving quite different qualities, knowledge, skills and abilities, and to have them at least 
at a minimum, it is mandatory for entrepreneurs to be effective and to make a profit. 

Through their roles, entrepreneurs have a major influence on the others around them, on the 
community in which the business is located. While one in five young people is an entrepreneur, the 
other four have jobs, as unemployment is a worrying problem in many world economies, 
entrepreneurship is regarded as a viable solution. In order to stimulate the development of business 
activity, the first step to be taken is to understand the complexity of national ecosystems and their 
specific characteristics. 

The resources used by the entrepreneur (human, transport, communications, public services) are 
provided by and through the local Community, business cannot operate outside the local 
community, entrepreneurs' businesses also have a vital influence on the community through the 
employment offered, local taxes and charges, products and services marketed. 

The more entrepreneurs and businesses in a local community, the higher the standard of living 
of the inhabitants and the level of economic and social development. 

From the point of view of entrepreneurial intentions, Romanian entrepreneurship looks 
surprisingly good, according to data provided by the Global Entrepreneurship Monitor and the 
European Commission, Romania is the first country in the European Union, with 72% of 
Romanians saying they want to go on their own. This percentage is more than twice the average 
recorded in the European Union. 

We are also among the first countries when it comes to how entrepreneurship is seen in society. 
71% of Romanians consider entrepreneurship as an excellent career alternative, compared to only 
58% of Europeans, while 74% of the Romanian population consider entrepreneurs to have a 
privileged status in society compared to 45% of Europeans! Social entrepreneurs focus on social 
change and innovation that can bring the well-being of society. They can be Community leaders, 
non-profit activists, government employees who consider entrepreneurship at the individual level to 
be an eminently necessary element in their efforts to achieve social objectives. 

When it comes to entrepreneurs perception of existing opportunities, entrepreneurship is well 
developed, with predictions favorable to growth, its own companies: 48% of start-ups estimated in 
2018-2020 that they would employ at least 5 people over the next 5 years and that international 
targeting and innovation of the products and services developed would increase over the next few 
years. 

At the end of 2018-2019, 56% of start-ups said they were innovating at product level, while 
41% said at least a quarter of the business was directed to customers outside the country. 

Obstacles in the vision of entrepreneurs, in starting and developing a business are: 
 
Figure no 1. The biggest obstacles to starting a business in Romania 

  
Source: Created by author after “Entrepreneurs speak” 2019 
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In the opinion of Romanian entrepreneurs, top 6 measures that would support the development 
of Romanian business in the short term are seen Figure 2. 

 
Figure no. 2 Measures for supporting the development of Romanian business in the short term 

 
Source: Created by author after “Entrepreneurs speak” 2019 
 
Social entrepreneurs would offer in communities where they work: 
 New services and goods which the society needs. Through innovation, social 

entrepreneurship creates services and goods to address social problems such as illiteracy, poverty 
and alcohol abuse, etc. 
 More jobs. Employment opportunities for disadvantaged groups and jobs are an important 

factor created by social entrepreneurs, and so businesses link the unemployed and the labor market. 
 The creation of social capital. This meets long-term economic and social development. 

 
5. Social entrepreneurship is the solution for a sustainable economy 

 
For a sustainable economy, a first perspective could be presented, as the implementation of 

commercial practices in the non-profit sector, a phenomenon which in the last five years has also 
started to take root in Romania, refers to those businesses that have a purpose other than profit, one 
example would be to give work to people who would hardly be able to get into a typical company: 
very poor people or over 50 years, people with different disabilities, single mothers, or Roma 
people. A social business covers its expenditure from registered revenue, often giving non-profit 
organizations the opportunity to access the know-how and facilities of a profit-oriented model, 
compared to the NGO living from donations, which can die if it doesn't find funding. 

An opportunity for non-profit organizations, by business practices, is to get additional resources 
from exploiting products/services from their activities, which can lead to self-sustainability and 
financial autonomy (Dees, 1998 a), while requiring the implementation of good business practices 
at social organization level, through control mechanisms, strategic planning results in truthful, 
efficient and viable programs. The social economy's role in society is the sector's capacity to find 
innovative solutions to economic, social and environmental challenges by developing jobs, 
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implementing social inclusion actions, improving services at local level, the fight against poverty 
and community development. 

Three international ideas for social entrepreneurship that can inspire: 
a. Biolite is a start-up that uses thermoelectric technology to make wood-based stoves as safe 

as possible.It is surprising that these mini-stoves can be used to charge the phone. Biolite worked 
with Johnson,Hewlett Packard and Nikeon energy efficiency. These compact and cheap mini-
stoves make cooking easier not only for those who are interested in camping, who can take it with 
them on a hiking road, but also for families with financial problems living in countries in the 3rd 
World. 

b. TheJamble helps create collaborations between people who want to develop projects or 
put different ideas into practice. The online community is useful to those who have start-up ideas 
and need experienced collaborators who could help them develop their ideas. 

c. Terracycle is a company that wants to change the recycling industry, making it much 
easier to recycle products such as toothbrushes, bags or bottles. Consumers can leave waste 
themselves directly at the company and earn credits that can be converted into money or donated to 
non-profit organizations. 

Two social entrepreneurship ideas from Romania awarded at the Social impact Award: 
a. Upside Down is an environmental project based on the concept of recycling materials that 

would otherwise turn into waste. In recycling products, tins are made of wallets and car tires, 
women's bags and other products participating in a design competition, displayed and offered for 
sale at fairs and in small shops to take feedback directly from customers, to improve the product or 
sales strategy. 

b. Get-together is a project that provides an initiative to build on traditions and elements of 
the country by reconnecting the inhabitants of cities to popular traditions by organizing seat. Such 
large-scale events can also represent an additional source of income for members of rural 
communities, as well as a perspective for the harmonious economic development of the Romanian 
village. 

More and more organizations and businesses are fighting for decent living conditions for 
different communities around the world in different fields. Through innovative ideas, ambitious 
projects and with the help of different companies or state structures, entrepreneurs engage in 
business development, help solve societal problems, and people in difficult situations get to be 
given essential help through the business. 

 
6. Conclusions 

 
Following this research by studying literature, their sites in the field, and the perception of 

current and potential entrepreneurs' own opinions, I have found that most young people in rural 
areas are more enthusiastic about opening up a local business, than those in urban areas, they want 
to start a business in traditional areas - agriculture, trade, service provision and IT. 

The desire to achieve financial independence is the key motivation for potential entrepreneurs in 
opening up their own businesses. The main barriers encountered are: lack of money, the current 
political situation in the country, competition, bureaucracy, high taxes, lack of support, lack of 
information, corruption or state obstacles. 

A possible solution to the problems of the state would be aid in the form of subsidies, lower 
taxes, changes in legislation in the field, courses and business trends, advantageous credits, and 
stabilization of the political situation. 

Preferred training methods include practical training, such as voluntary internships in 
companies, or the teaching by people with practical experience of good practice in a company. 

Young people who want to start a business say they feel the greatest lack of knowledge in the 
field of accounting and legislation (for example, focus groups mentioned that it would be good for 
young entrepreneurs to know the procedure for opening a business, to know what types of 
documents they need to prepare, to be trained in export-import to be able to cope without the help 
of brokers, which are expensive). 
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Corporate social responsibility is considered to be the firm obligation, beyond legal obligations 
or economic restrictions, to pursue long-term objectives that benefit owners (shareholders), 
consumers, suppliers, employees, government bodies, creditors, local community, public opinion. 

During training and further training, young people participate in civic activities, which develop 
skills to identify problems for people from vulnerable social backgrounds or a community and their 
willingness to engage in addressing them. 

Creativity, desire for change and skills in technology and communications are assets of a social 
entrepreneur, who, depending on the training, addresses the field in which he will grow his 
business. 

Social entrepreneurship can solve problems, which affect society in general, cannot be solved 
by private firms because the benefits are not immediate and large or state, lack the necessary 
financial resources and/or human resource. 

In agriculture, an example can be an irrigation system that makes agriculture more efficient in a 
form of association. A system that would save many families from poverty in Tulcea, Brăila, 
Constanţa, Galaţi and implicitly the pressure on the state budget with social workers. Land 
productivity would influence the quality and price of products by exploiting the local water 
resources. 

Social entrepreneurship can also be applied in the areas of: rural development or disadvantaged 
areas through the use of human and natural resources in innovative businesses that generate jobs 
and benefits for the community. Rethinking traditional businesses, introducing advanced 
technologies in the processing and marketing of products with a view to increasing their 
competitiveness on the national and international markets are of paramount importance. 

In any area, the challenges are much bigger and more complex in social entrepreneurship, but 
the benefits are also as high as the efforts. 
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Abstract 
 
Measuring phenomena such as globalization or economic inequality is often considered an 

inaccurate approach, subject to a high degree of uncertainty and, why not, is even seen as a 
deadlock. However, scientists have created tools to measure these phenomena, giving them the 
scientific dimension needed to use them as a basis for building strong economic theories. 

This article aims to present the types of methods and techniques used by specialists in 
measuring economic inequalities, as well as a comparative analysis between what could be called 
the ”present„ and ”future” of measuring inequalities in Economics. The elaboration of this paper 
involved documentation, information and synthesis, leading to a systematization of future 
perspectives on the topic of inequalities, one of the biggest global challenges tackled from two 
perspectives: within and between countries. 
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1. Introduction 
 

Looking for a worldwide picture, considering the progressions of the contemporary context, the 
idea of economic inequality is analyzed in the 21st century, from a relative political, intercultural, 
near point of view. Urbanization, economic development determined by innovation, advancement 
of exchange on a worldwide scale or industrialization, continually create noteworthy returns for 
capital holders. Despite the fact that financial structures, accepted practices for political 
frameworks have changed from the beginning of time, income and inequality not just keeps on 
distinguishing better approaches to develop, yet in addition creates what we call excessive 
economic disparity. 

Previous research in the field, determined that we launch into debate the hypothesis, that we 
also validated, according to which the reconfiguration of the world economic order, manifested 
from three significant points of view, under the arch of globalization, contributes to the emerging 
of the biggest challenges of the moment: the problem of excessive economic inequalities. 

As respects globalization, the genuine epistemological premise of its estimation is 
unsatisfactory in principle and problematic from an empirical perspective. The development of 
globalization indicators might be viewed as too restricted to even think about providing helpful 
data on the phenomenon itself, while when analyzing economic inequality, things are more clear. 
Inequality is a multidimensional test and can be broke down considering a few distinct 
measurements. There are different numerical pointers for estimating economic inequality. A widely 
used index is the Gini Coefficient. Exploration dependent on the investigation of Gini coefficient 
esteems identified with GDP esteems indicates that a significant level of inequality is keeping 
down long-term economic development. While globalization has decreased worldwide inequality 
between and within countries has expanded. 

This article aims at a presentation of two methods of measuring economic inequalities, used by 
specialists in Economics, the Gini Coefficient and the Palma Ratio, aware that there are other less 
used and less known indices such as the Suits Index or the Atkinson Index. At the same time, we 
consider useful and edifying a comparative analysis between the measurement method that uses the 
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Gini coefficient, the present measurement of economic inequalities, and the Palma Report, which 
could be considered the future of these measurements. 

 
2. Literature review 
 

Starting with the 1980s, particular analysis on the theme were created, as books or articles 
dealing with the subject of inequalities, frequently related to the political and social perspectives. 
Extreme financial imbalances are a worldwide concerns managed by market analysts or specialists 
in universal relations that should be secured in the history of economic evolutions and furthermore 
react to a few current inquiries with respect to the social furthermore, monetary battle on the globe. 
Inequality, income distribution, economic development, emerging economies are topics of great 
concern that have been available in the economic literature since the time political economy was 
conceived. In the specialized literature of the 19th century, David Ricardo, through works such as 
“On the Principles of Political Economy and Taxation” (1817) was the one who launched the first 
conclusions as a result of scientific research on measuring economic inequalities, one of these 
conclusions being that it is a difficult process to delimit the effects generated by economic 
inequality from those determined by technological changes. The Marginal Revolution created a 
profound change at the methodological and epistemological level. Economists such as W. S. Jevons, 
with his theory of political economy, Leon Walras or Carl Menger, with his Principles of 
Economics are the ones who determined a paradigm shift. Thus, the 20th century brings a new 
perspective on measuring economic inequality through John Maynard Keynes, who launched the 
idea that science should contribute to optimizing the allocation of economic resources and 
maximizing the functions that drive economic growth and reduce economic inequalities. All the 
more as of late, elective Post-Keynesian distributional models of economic development, well 
known more than three decades prior, did not clarify disparity however essentially accepted that 
income and wealth are inconsistent part between "laborers'" and "capitalists". With a progressively 
practical methodology, Simon Kuznets recognized that the decrease of US polarization in the mid 
20th century as not a characteristic procedure, yet was somewhat brought about by profound 
financial crisis of that time and the significant consequences of World War II. In his work entitled 
Economic Growth and Income Inequality, Kuznets establishes the frameworks of the "Kuznets 
Curve" hypothesis. As per her, imbalance seeks after a "bell curve" during industrialization and 
economic development. Today, the subject of economic inequality is identified in general 
perception with Thomas Piketty, who, in contrast to his forerunners from centuries, Marx, or 
Kuznets, presented theories of economic development and scaling back, being the economist who 
explained the vulnerability of a pattern in connection to economic growth and inequality. Even if 
the topic of economic inequalities is widely treated in the literature, it is still insufficiently known, 
advanced research still being needed. 
 
3. Research methodology 
 

From a methodological point of view, this article investigates the main methods of measuring 
economic inequalities, launching and verifying the hypothesis that the Gini coefficient can no 
longer be considered sufficient to render a realistic situation in the issue of inequality. 
Measurement methods were analyzed such as the Gini Coefficient, the Palma Ratio, the Suits Index 
or the Atkinson Index and in order to support the hypothesis launched and mentioned above, a 
comparative analysis is performed between the measurement that uses the Gini coefficient and the 
one that uses the Palma Ratio. The methodological approach in this article included several stages: 
information search and assortment; data management - data processing (preliminary analysis: 
methods, techniques and tools for data processing, logical analysis and interpretation and 
formulation of assumptions, procedures for constructing statements and solutions, provisional, to 
be verified); constructive by testing hypotheses; generalization and theoretical construction (final 
part of the research): methods and techniques of synthesis and generalization, principles and rules 
of theoretical and applied construction. 
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4. Findings 
 
4.1. The Gini Coefficient 

 
The Gini Coefficient is the most popular instrument used to gauge worldwide inequality. It 

measures the distribution of income, looking at the salary proclamation of every family unit with 
the pay explanation of every single other family unit. In view of its measurement formula, the 
coefficient is communicated as an incentive somewhere in the range of 0 and 1. A Gini coefficient 
equivalent to 0 shows an ideal income equality; a Gini coefficient equivalent to 1 would imply that 
all salary got in the economy would have a place with a solitary family unit, which would 
demonstrate perfect income inequality. The estimation of the inequality coefficient is in a pattern of 
auxiliary development around the world. To represent the estimation of economic inequality, we 
have decided to examine the advancement of the Gini Coefficient for the EU. 

 
Figure no. 1: Economic inequality measurement EU vs US, 1995 -2015 

 
Source:  Own interpretation after http://bruegel.org 
 
Starting 1995, inequality within the EU has consistently declined until 2008, outstanding 

generally stable from that point forward. In the US, then again, pay imbalance has likewise risen 
consistently from the late 1970s to 2013. Because of the worldwide and European monetary and 
financial crisis, Central European Member States have kept on tending to the issue of work 
deficiencies, attempting to level the circumstance among the most extravagant EU Member States, 
while some Member States in southern Europe, for example, Italy and Greece, fall behind. 

Our analysis presents the fact that significant inequalities exist among EU states: while Spain, 
Greece, Bulgaria or the Baltic states register a Gini Coefficient around the figure of 0.35, states like 
Slovenia, Czech Republic, Belgium or the Scandinavian nations register national Gini Coefficients 
around 0.25. The average estimated Gini Coefficient for the EU (0.33) is above that  of  Japan (0.30) 
or Canada (0, 31). A partial conclusion might be that we live in a world deeply and generally 
characterized by economic imbalance. 

Regardless of whether the utilization of the Gini Coefficient offers a few focal points, for 
example, the way that it is sufficiently straightforward to be contrasted among nations and with be 
effectively deciphered, or demonstrates how the circulation of pay has changed in a nation in a 
period after some time, it additionally brings to the frontal area several issues: comparing the pay 
conveyances between nations, in light of the estimations of the Gini coefficient, can be troublesome, 
as the arrangement of advantages may vary from nation to nation; precise and arbitrary blunders 
consistently happen in the assortment of introductory income information; the circumstance where 
the information are less exact makes the Gini Coefficient have a lower significance; nations may 
gauge insights distinctively and, therefore, it isn't commonly possible to analyze estimations 
between countries. All of these conditions make a potential circumstance wherein economies with 
similar pay rates and Gini coefficients may regardless have entirely unexpected pay scatterings. 
Also, the way that in many studies just the Gini Coefficient is refered to, without a corresponding 
depiction of the quantum extents utilized for estimation, can make incorrect breaks down. 
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Analyzing the information in the table measuring economic inequality presented above, we can say 
that the strength of the Gini Coefficient, which combines information about all individuals in a 
society, is also its main weakness. 
 
4.2. The Palma Report 
 

The Palma Inequality Report was proposed by Alex Cobham and Andy Sumner in 2013, based 
on the "Palma hypothesis" consisting in a remark by Jose Gabriel Palma according to which 
“currently changes in income or consumption inequality are due almost exclusively to changes in 
the share of the most rich 10% and the poorest 40%, because the "middle" group between the 
richest and poorest always gets about 50% of the gross national income”. At present, this type of 
measurement technique is used by various experts conducting specialized analysis of the income 
evolution and by some national  working environments and has won the opportunity to become the 
unique marker for the United Nations Goal 10: Sustainable Development (SDG 10). It is at present 
possible that Palma will be added to SDG 10 during the review strategy, with conspicuous 
supporters, including Oxfam and South Africa. Some National Statistical Institutes (NIS) and other 
universal advancement organizations (for example, the World Bank, the United Nations, and so on.) 
have picked to deliver the Palma report to enhance the Gini Coefficient. The Palma report 
partitions the pay portion of the principal 10% to the base 40%. The outcome is an estimation that, 
in Cobham's and Sumner's words, can be considered "too sensitive to changes in distribution at 
extremes, rather than in the relatively inert medium."  

A total dispersion of inequality or whatever else can't be featured by a solitary measure. 
Furthermore, as Tony Atkinson saw during the 1970s, any measure that is utilized should 
unavoidably mirror a regulating perspective on which parts of circulation are progressively 
significant. For example: the Gini Coefficient, the most common used extent of inequality, is 
known to be merciless toward limits of movement and relentless toward huge degrees of difference 
- precisely when and where we may be generally intrigued. Financial experts contend that it isn't 
expected to supplant the restrictive utilization of the Gini Coefficient in estimations with a select 
utilization of the Palma proportion, yet rather to challenge the unintentional utilization of the Gini 
Coefficient, prompting a fragmented point of view on inequality. Regardless of whether the 
utilization of a few kinds of pay appropriation estimation is suggested, if just one path is to be 
utilized, this ought not be the Gini Coefficient. 

The Palma report is an option in contrast to the Gini Coefficient and spotlights on the contrasts 
between the upper and lower pay classifications. The Palma proportion is made between the 
estimation of total national output (GDP) relating to a portion of 10% of the richest and the 
estimation of GDP comparing to a portion of 40% of the least fortunate populace. This strategy for 
estimation has gotten well known as exploration on pay imbalance centers around the developing 
hole between the richest and least fortunate in the public eye. As indicated by Palma figures from 
the UN Human Development Index, Ukraine, Norway and Slovenia were the nations with low 
disparity while considering the dispersion of salary among the richest and least fortunate in the 
public eye. South Africa, Haiti and Botswana recorded the most grounded salary disparities, in 
view of the Palma report. 
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Figure no. 2: The current top and bottom ranked countries according to the Palma Ratio 

 
Source: Own  processing after UN Human Development Index data 
 

 
4.3. The Gini Coefficient vs. The Palma report 
 

Up until now, the Gini Coefficient has commanded the scene of imbalance markers. In any case, 
of late, numerous basic voices have risen, saying that the Gini Coefficient can't give any response 
to the inquiry "What befalls the richest and poorest people?". In any case, this is the issue that 
appears to concern many people. It isn't essentially pretty much all the adjustments in salary 
dispersion, however about the most minimal workers, deserted at the degree of society and the 
individuals who win at an extremely significant level. It is about poor people and the rich. 

Then again, the Gini Coefficient gauges the adjustments in the appropriation of pay similarly, 
regardless of whether it occurs at the top, at the base or in the salary scale. Seeing as an euro can 
have an alternate an incentive for the top and base champs, this can be seen as an issue. Along 
these lines, contrasted with a typical comprehension of imbalance, the record is excessively touchy 
to changes in the circulation, while being unfeeling toward changes in the top and base of the 
appropriation. Notwithstanding, this is as yet the most generally utilized marker with regards to 
estimating salary inequality. The ubiquity of the Gini file can be clarified by its high understanding 
(which demonstrates the coefficient and how it is determined), which makes clarification, 
correspondence and dispersal generally simple. 

In any case, the Palma report is progressively used to address the hole in information about the 
top and base of the income scale. This proportion is characterized as the proportion of the richest 
10% of the populace to GDP, partitioned by the least fortunate 40%. This implies in an 
organization with a Palma proportion of 4, the top 10% arrives at multiple times the salary of the 
base 40%. In contrast to the Gini coefficient, the Palma report along these lines estimates changes 
just in the dispersion of pay, demonstrating whether it influences the least champs or the greatest 
victors and is in this way better identified with the regular comprehension of inequality. 

We find interesting to mention that, in March 2013, 90 experts in Economy (counting now 
Nobel laureate business analyst Joseph E. Stiglitz, scholastics and improvement specialists 
approached the United Nations for a key board on monetary advancement to put inequality at the 
core of any potential post-2015 strategy to eradicate extreme poverty  in the entirety of its 
measurements by 2030. They emphatically recommended utilizing the Palma report for potential 
estimations. 

 

0 10 20 30 40 50 60 70

Ukraine

Norway

Slovenia

Slovakia

Kazakhstan

Central African Republic

Namibia

Botswana

Haiti

South Africa

Gini Coefficient

Income inequality by Palma
Ratio

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

287



5. Conclusion: future perspectives on the evolution of major economic inequalities 
 
Inequality is already the subject of extensive research in the social sciences. The multitude of 

studies and reports from the economic environment has helped to identify important gaps in the 
awareness of economic inequalities. Multiple inequalities, which often intersect, require 
multidimensional knowledge. Making progress in understanding the mechanisms that lead to 
inequality and finding the most effective strategies to combat it means penetrating research beyond 
current technical debates, such as measuring economic inequality, even if they are important. A 
move to incorporating an a lot more extensive scope of disciplinary focal points is required while 
building up techniques and characterizing structures for research, including human sciences, social 
science, brain science, geology, political theory and law, yet additionally expressions of the human 
experience and humanities. Tending to issues, for example, training, wellbeing, political interest, 
which surpass pay, utilization, business and riches, is helpful. There is additionally a need to 
coordinate very much structured and oversaw subjective and participatory strategies and to create 
inventive blends of quantitative and subjective examination to all the more likely get why and how 
disparities endure. Improving our insight into imbalance likewise includes dissecting how 
sociology can be utilized to challenge them, subsequently adding to an increasingly equivalent and 
simply world. 

A Report on Inequalities by UNESCO proposes 7 directions for action in managing global 
inequalities: Increasing support for the creation of information about inequality and the procedures 
of social consideration and rejection, in the spots generally influenced by them; Improving the 
capacity to survey, measure and look at the elements of imbalance after some time and around the 
world; A more profound comprehension of the different encounters of inequality; Understanding 
how various inequalities are made, kept up and recreated; A more profound comprehension of how 
nearby and worldwide types of inequality associate and cooperate; Promoting research on 
combating inequality; Supporting cross-cutting approaches to inequality and equality theory. 

A new economic framework requires rethinking the meaning of prosperity and well-being. This 
involves, for example, redefining growth beyond GDP. Various economists have argued that GDP 
and GNI are outdated and advocate for measuring well-being using the human development index 
and indicators of well-being and happiness. Another option, proposed by Francisco Ferreira from 
the World Bank, could be an Index of Economic Opportunity, which could provide us with much 
more accurate information about deprivation and exclusion from society. 
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Abstract 
 

At the level of any society, income and expenditure and savings have played and continue to 
play an important role both from a macroeconomic perspective and from a microeconomic 
perspective.  

The purpose of our paper is to identify the variables of influences between the revenues, the 
expenses and the savings at a household level, by using the Principal Component Analysis. We 
have used the results of a questionnaire conducted on a sample of 344 persons nationally 
representative and we have used SPSS and Monte Carlo PCA in order to analyze the results and 
Identify the principal components. 

 
Key words: household, revenue, savings, expenses, analysis 
J.E.L. classification: I30 

 
 

1. Introduction 
 

At the level of any society, income, expenditure and savings have played and continue to play an 
important role both from a macroeconomic perspective (as a key element in the development of a 
society) and from a microeconomic perspective (viewed at the household level, as a means of 
describing living standards). of the population). Closely related to each other, they are key elements 
that play an important role in the entire national economy. 

Revenues, obtained from various sources, have been the basis for the development of 
civilizations, both from the perspective of man as an individual, and of states, viewed in general. 
Regarding Romania, one’s salary represents the most important source of income. Wages and other 
income associated with them form the most important category of income, characterized by the 
presence of the largest share in the structure of total household income. 

The level, structure and dynamics of expenditures represent the main axes in characterizing the 
standard of living of a country (from a macroeconomic perspective) but also of a household (from a 
microeconomic perspective). Expenses incurred for the purchase of goods and services are called 
consumer expenses. The standard of living in Romania is characterized differently, mainly 
depending on the total income registered at the level of a family, in relation to the size of each 
family and in close correlation with consumption expenditures structured on food, non-food 
products and services. 

Income is the main determinant of saving. The way in which individuals, respectively 
households save can be differentiated depending on the social structure from which the members of 
the respective household come. Depending on certain characteristics, individuals create their own 
saving behavior. Usually, the reasons underlying the saving process correlate with certain 
demographic variables of the population (age, environment, education). 

The registration of a high standard of living is closely related to the incomes, expenses and 
implicitly the savings of the population. Revenues, in view of the importance they reflect on the 
fluctuation of expenditures and savings, can be seen both as a determining factor and as an 
explanation of the level of development of the whole society. 

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

289



In a developed economy, a high level of income allows the registration of a higher volume of 
consumption expenditures, and implicitly a higher percentage of the amounts intended for saving. 
 
2. Theoretical background 
 

The income of the population is a topic encountered over time alongside the development of 
civilizations. Revenues, obtained from various sources, were the basis for the development of 
civilizations, both from the perspective of man as an individual, and of states, viewed in general. 
The correlation between the income level of a population and the living standard of that population 
is based on a complex system of indicators. The analysis of this correlation involves the analysis of 
the evolution of quality of life by highlighting all aspects that contribute to creating a descriptive 
profile, in terms of level of culture, ways of spending free time, vacation destinations and time 
allocated to them. have as a source of departure the results regarding a series of indicators, which 
can be demographic in nature (income level, level of education, occupation) but also indicators of 
social nature (level of expenditure, health, environment, access to media, level of culture). The 
importance of knowing all these aspects derives primarily from the fluctuating nature of these 
indicators. 

Highlighting the values of each of these indicators is useful both at the political, economic and 
social level. Increasing the value of one indicator can lead to an increase or decrease in the other. 
With the evolution registered both at the scientific and technical level, there are changes in 
different fields, thus contributing to significant increases in living conditions. But, equally, these 
developments would not be possible without a good understanding of the importance of each aspect 
of quality of life.  

Specialists in the field (Marginean et al, 2002, p33) consider that the field of quality of life can 
be defined by all the elements that refer to the physical, economic, social, cultural, political, health 
situation, in which people carry, the content and nature of the activities they carry out, the 
characteristics of relations and social processes. who participate, the goods and services they have 
access to, the consumption patterns adopted, the way and lifestyle, the evaluation of the 
circumstances and the results of the activities that correspond to the expectations of the population, 
as well as the subjective states of satisfaction / dissatisfaction, etc. 
 
3. Research methodology 
  

The analysis was compiled based on responses of a sample of 344 people, the responses being 
obtained through the collection methodology known as CAWI (Computer-assisted web 
interviewing), which is also known as online interviewing. This implies the respondent to complete 
the questionnaire directly into the browser, it appearing as a web page. It is a technique of data 
collection, which major advantage is the speed of data collection. Sample structure is composed of 
respondents aged 18-64 years. (Burlacu, 2016, 3188) 

Ensuring sample representativeness is achieved by allocating a percentage of each demographic 
variable, so that, once that percentage is reached, the questionnaire cannot be filled by new 
respondents. Andrei (Andrei, 2001, 82) names this quota sampling method, and the condition of 
obtaining a good sample is maintaining the designated rates (the percentage determined for each 
variable). 

The data was analyzed in SPSS, using the Principal Components Analysis, a factor analysis 
technique in which aims to reduce the number of variables initially used, by taking into account a 
small number of representative variable (Carbureanu, 2010, 188). 
 
4. Findings 
 

Due to a large number of variables that can influence the quality of life and standard of living, it 
is necessary to identify those variables that are more important than others. Thus, certain analysis 
techniques are used to simplify the process of analyzing a complex set of variables and, implicitly, 
reduce the number of variables in order to increase the speed of data processing and identify the 
best model that shows the relationships between data. Factor analysis consists in the use of a wide 
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range of statistical techniques used to represent a set of variables in accordance with a small 
number of hypothetical variables, called factors. 

Principal Component Analysis (PCA) is one of the most widely used factor analyzes, both for its 
ease of use and its ability to obtain a small number of linear combinations from a set of variables, 
but also to retain as much information as possible from the initial variables. 

In order to apply the Analysis in main components, we used SPSS. The database used in the 
analysis consists of 11 questions and comes from the application of a statistical questionnaire to a 
sample of 344 people, through the online collection method. 

 
Table no. 1 SPSS coding of the analyzed questions 

Question SPSS Coding 
How old are you? Cod_varsta 
What is the region of residence? Cod_regiune 
In which of the following categories does your personal monthly 

net income fall? Cod_venit 
What is your current occupation? codq1 
What is the last level of education completed? codq2 
Please appreciate how was the level of income in your household 

in the previous year, compared to that of acquaintances / friends? codq3 
Please assess (estimate) the level of income in your household in 

the current year compared to the previous year? codq4 
Think about the current situation of your household, how do you 

appreciate the income at the moment? codq5 
Are you used to saving on a monthly basis? codq6 
Please appreciate, using the answer below, to what extent do you 

cope with household expenses (please think, compared to other 
acquaintances / friends of yours)? codq7 

In the previous year did you go on holiday with the other members 
of your household? codq8 

Source: own analysis 
 
Output resulting from the application of Principal Component Analysis consists of a series of 

results such as: correlation matrix, KMO and Bartlett test, total variance explained, Scree Plot 
graph, component matrix and component matrix after rotation. 
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Figure no. 1. Correlation Matrix 

 
Source: SPSS 
 
Figure no. 2. KMO and Bartlett’s Test 

 
Source: SPSS 
 
Given that the KMO test indicates a high value (closer to 1 than 0) and Chi-Squared registers a 

value equal to 676,588, which corresponds to a significance level less than 0.05 (Sig. = 0.000), 
considers that there is a strong link between the analyzed data. Therefore, the null hypothesis 
(independence hypothesis) is rejected and, therefore, there are a number of common factors that 
allow the application of Principal Component Analysis. 
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Figure no. 3. Total Variance Explained 

 
Source: SPSS 
 
Regarding the Total Explained Variation, 11 main components were identified. Of these, the 

first 3 meet the selection criteria (Total Initial Eigen Values> = 1). The variation explained by each 
factor is distributed as follows: 27,765% for the first factor, 13,006% for the second factor and, 
respectively, 10,201% for the third factor. Thus, the cumulative variation explained by the 3 factors 
is 50,972%. 

Through the rotation method, the first factor loses its saturation level in favor of the other two. 
 
Figure no. 4. Scree Plot 

 
Source: SPSS 
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The eigenvalues for all 11 main components are represented graphically in a sequence of main 
factors. An important observation is that, although the total variation indicated the existence of 3 
main factors, the graph shows a sharp decrease between the first two, followed by a linear decrease. 
This aspect recommends the use of only two factors instead of three. 

Following this hypothesis, a parallel analysis was performed by using the Monte Carlo PCA 
program, which allowed the replication of the 3784 (344 respondents * 11 variables) by generating 
100 sets of random data. 

The parallel analysis generated the below results: 
 
Figure no. 5. Monte Carlo PCA results for 100 replications of the 11 variables 

 
Source: Monte Carlo PCA 
 
In order to perform a rigorous analysis, the main factors will be considered those whose own 

value is greater than the results of the parallel analysis. 
 
Table no. 2 Comparations between the Eigenvalues results between SPSS and Monte Carlo PCA 

Factor SPSS Monte Carlo PCA 
1* 3.054 1.2868 
2* 1.431 1.2041 
3* 1.122 1.1481 
4 0.943 1.0949 
5 0.884 1.0424 
6 0.782 0.9976 
7 0.741 0.9465 
8 0.652 0.8975 
9 0.628 0.8529 
10 0.459 0.7949 
11 0.305 0.7341 

Source: own analysis 
 
Taking into account the table above, as well as the graph of eigenvalues, the analysis will be 

redone by limiting the main factors taken into account by SPSS to two. 
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Figure no. 6. SPSS PCA Analysis for 2 factors 

 
Source: SPSS 
 
The results of KMO and Sig have not changed, and the table of Total Explained Variation takes 

the following form: 
 
Figure no. 7. Total Variance Explained for the 2 factors analysis 

 
Source: SPSS 
 
The highest eigenvalue (3,054) corresponds to the first factorial axis, which explains 27.765% of 

the initial inertia of the point cloud. The first two factorial axes explain 40,771% of the total inertia. 
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Figure no. 8. Component Correlation Matrix 

 
Source: SPSS 
 
Component Correlation Matrix analysis indicates a low value between the two factors analyzed 

(0.118 <0.3), which means that there is no strong link between the two factors. 
 
Figure no. 9. Pattern Matrix 

 
Source: SPSS 
 
The Patterns Matrix contains the data obtained after applying the rotation of the factors and 

allows the construction of the structure of the two factors: 
• Factor 1 consists of codq5 (Think about the current situation of your household, how do you 

appreciate the income at the moment? - 0.843), codq7 (Please appreciate, using the answer 
below, to what extent do you face the expenses from the household (please think, compared to 
other acquaintances / friends of yours)? - 0.822) and, respectively, codq3 (Please appreciate how 
was the level of income in your household in the previous year, compared to that of 
acquaintances / friends? - 0.734) 

• Factor 2 consists of codq2 (What is the last level of education completed? - 0.722)  
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5. Conclusions 
 

The results obtained are useful in identifying those factors that significantly influence the 
standard of living. The importance of knowing how each factor influences the standard of living 
derives primarily from the fluctuating nature of these indicators. Highlighting the values of each of 
these indicators is useful both politically, economically and socially. Increasing the value of one 
indicator can lead to an increase or decrease in the other. With the evolution registered both at 
scientific and technical level, there are changes in different fields, thus contributing to significant 
increases in living conditions. But, equally, these developments would not be possible without a 
good understanding of the importance of each aspect of quality of life. 
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Abstract 
 

Innovation is seen as an impetus for the competitiveness of products and processes, a basic 
principle of organizations in the knowledge-based economy. Being globally present in (re)defining 
the vision of an organization, placing a new product on the market, academic research projects, 
public policies or transfer of new technologies, innovation is no longer just a matter of competitive 
advantage, but a matter of survival. The aim of current paper is to demonstrate the global spread 
of innovation by examination and comparison of a variety of innovation measurement scales issued 
during 2019, concluding that a significant number of states, including Finland, Germany, Sweden, 
Denmark and Luxembourg are ranked consistently among the most competitive and innovative 
countries. Given the very low values for countries such as Romania, we conclude that they can only 
learn from the examples of good practices regarding the financing of innovative projects and 
companies. 
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1. Introduction 
 

It is well known that innovation is at the heart of human progress, both economically and 
socially. Unlimited human ingenuity, along with the ability to build on previous accomplishments 
have pushed the boundaries of everything we know, experience, and relate to each other in society. 
Despite a multitude of challenges, the human condition has reached unprecedented levels of 
improvements in health, literacy, education, poverty reduction and environmental sustainability. An 
excellent example is the explosion of information and communication technology development in 
recent decades that has allowed individuals to stay in constant contact, collaborate or exchange 
information, regardless of spatial or temporal limitations. Innovation has also contributed to 
significant leaps in labor productivity, enabling people to enjoy more free time and stimulating the 
emergence of entertainment and leisure industries. Although both technological and non-
technological innovation factors have contributed to long-term economic growth and managed to 
extract national economies from recessions and crises, there have been considerable debates about 
the role of innovation in societal issues, such as maintaining employment levels. 

Particular emphasis is placed on innovation as a boost for the competitiveness of products and 
processes, as a distinct feature of emerging companies and as a basic principle of organizations in 
the knowledge-based economy, as defined in the Lisbon Strategy. It is also a well-known fact that 
innovation has a great deal in common with the ability of companies to cope with rapid changes in 
the external environment. Given this, we could easily say that innovation is not just about highly 
specialized technology, the most competitive sectors of the economy or the most developed nations 
around the world. On the contrary, innovation is now present globally, from (re)defining the vision 
of an organization or introducing a new product to the market, from academic research projects to 
public policies and regulations for transfer of new technologies. It would not be wrong to approach 
innovation as an ubiquitous concept in any organization that strives to gain competitive advantage 
in a constantly changing economy. 
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It is therefore no longer an option, but a necessity to consider all the potential factors that lead 

organizations to performance in the digital age, at a time when technology plays such an important 
role in leading successful businesses and human resources are constrained to acquire new skills 
relevant to the global market. The survival of a company is no longer strictly limited to the 
manufacture of new products, as competitors have already put them into use, and financial 
resources may be lacking for such costly investments. The performance of the organization 
considers lately causal factors such as creativity, speed of action, preparedness for change, ability 
to adjust to market requirements, agility and much more. In this context, understanding the 
mechanisms of the virtuous power of innovation offers interesting challenges for scientists and 
researchers in multiple fields and especially in economics.  
 
2. Theoretical background on innovation  
 

Innovation remains a constant key concept in academic literature and has been in the attention 
of researchers for over 70 years since Schumpeter's work. Therefore, labeling innovation as just 
another fashionable concept has no justification for the large literature that developed after 
Schumpeter's initial work. However, the perceived importance of innovation, especially in 
economics, management and organizational studies, seems to have increased, given the widespread 
attention in the academic literature in recent decades. Numerous publications have appeared in 
academic journals covering a wide range of topics including technology development, product 
innovation, new product / service development, research and development, innovation 
dissemination, organizational innovation and innovation indicators. Despite all the valuable 
contributions in the literature, one thing is becoming increasingly clear, namely that there is a lack 
of an overview of what innovation is and what researchers study exactly: a simple concept, an 
approach, a process, a dimension of the economy or society, an independent science or discipline, 
etc. The variety in the innovation literature is enormous, making it difficult and sometimes 
confusing, especially for those new to the field who are trying to find out what are the important or 
interesting topics related to innovation. 

Over the years, innovation has been examined through a multitude of theoretical perspectives in 
an effort to define, clarify and conceptualize it. First, Schumpeter defined innovation in 1934 in 
various ways, such as the introduction of new products, methods, procedures, a new market, or a 
new structure in an organization, which means a new combination of available resources (Croitoru, 
2012). He introduced for the first time the concept of change, which involves innovation, in the 
sense of inserting something new into the known environment. This includes rearranging jobs, 
roles and structures. It also involves redevelopment systems, since the process of change itself is an 
innovation (Cole, 1997). Van de Ven (1986) states that an innovation is a new idea, but that it can 
be a recombination of old ideas. As long as the idea is perceived as new to the people involved, it is 
an "innovation", even if for others it may seem an "imitation" of something that already exists 
elsewhere. But what if innovation remains in this case only at the idea stage? Then there is no 
distinct change and it is not fair to say that we are facing an innovation in the true sense of the 
concept. 

Westland (2008) highlights an important aspect of perceived innovation when it considers that 
an innovation is a product or service with a package of features that is, as a whole, new to the 
market or that is marketed in a new way, which creates new uses and attracts new consumer 
groups. Therefore, when we talk about product innovation, for example, not only the members of 
the organization, but also the consumers are the ones who perceive the change as new. Westland 
thus opens the way beyond this very general definition and emphasizes that different professions 
perceive innovation in different ways and that each profession tends to define innovation with 
reference to familiarity. Thus, regardless of innovation, it should be perceived as new, at least at a 
level of perception, be it organizational, local or global. 

Holbrook and Hughes (2000) focused their attention on local innovation, naming it market 
innovation. They argue that what is new to the firm, i.e. the organizational level in our work, 
should not be considered innovation, because in many cases it is exactly the opposite, namely 
restoring the stability of an economy destabilized by innovators. Instead, the market with potential 
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customers and competitors of the company is the environment in which innovation takes place and 
where, therefore, innovation can be studied. As far as we are concerned, however, we do not agree 
with this view, because, as we have already stated, innovation is no longer an option, but is 
absolutely necessary in every competitive and sustainable organization. Therefore, the first entity to 
perceive innovation should be the organization itself. Another problem is at the level of global 
perception, which means that innovation should be something new (for example, a new product) in 
a global context. However, examining the emergence of new products, one might observe that only 
a small percentage of all new products are new worldwide, respectively about 10% according to 
surveys (Wind and Mahajan, 1997). 

Companies are constantly evolving and changing to ensure their sustainability. Therefore, 
innovation cannot be just an idea, but should go beyond this status of mere idea and turn into 
palpable innovation: a new product, a new structure, a new process, etc. Knight (1967) denotes that 
innovation is the adoption of change that is new to an organization and to the relevant environment. 
Damanpour (1991) also refers to innovation adoption which includes the generation, development 
and implementation of new ideas and behavior. The researcher refers to innovation as a means of 
changing the organization, either in response to changes in its internal or external environment, or 
as a preventive action taken to influence the environment. Both Knight and Damanpour include the 
term "adoption" in their definition to suggest that the organization has gone beyond the design of a 
new idea and has begun to apply it. 

So far, discussions about innovation and its definitions have focused on the phenomenon of 
novelty, which is necessary but not enough for conceptualizing innovation. It is important to 
understand how innovation evolves and what important aspects are included in this evolution. 
Schoen et al. (2005) present the steps leading to innovation, as illustrated in Figure no. 1. 

Figure no. 1. The evolution from basic research to innovation. 

Source: own elaboration after Schoen et al. (2005). 
 
Basic or fundamental research is a long-term investment in the creation of general knowledge, 

which does not take into account commercial applications and therefore has less predictable 
practical consequences (Henard and Mcfadyen, 2005; Schoen et al., 2005). The invention, in turn, 
uses the created knowledge or new combinations of existing knowledge to create new products and 
processes (Grant, 2005). In other words, it is applied research, which, unlike basic research, has an 
immediate practical basis, and probably shows more profitability (Henard and Mcfadyen, 2005). 
Grant (2005) denotes that innovation can be the result of a single invention or can combine several 
inventions, but the most important aspect that turns the invention into an innovation is the business 
model used to market the product. Moreover, this business model must be successful, including 
producing a positive change in the company's profitability; otherwise there is no innovation, only 
invention (Hamel, 2000). 

Holbrook and Hughes (2000) suggest that innovation should not be analyzed in discrepancy 
with the competitive environment in which the organization exists, because innovation takes place 
in a competitive environment. Therefore, innovation must be seen first at the organizational level 
and then in the competitive environment, which turns innovation into a tool that ensures market 
dominance over competitors in the field. In conclusion, Table no. 1 provides an overview of the 
important features that are related to the definition of innovation in the opinion of several 
researchers. 
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Table no. 1. Characteristics of innovation 
Characteristic Explanation 

Novelty The precondition for innovation to take place is the development of new 
ideas or the recombination of old ideas, new knowledge, new processes or 
organizational structures or the recombination of existing processes and 
structures. 

Perception Innovation must be perceived as at least new on one level: organizational 
(members / employees of the organization), local (local markets) or global 
(the entire global environment). 

Adoption Innovation starts when new ideas or knowledge are implemented in the 
organization. 

Marketing Business models that "sell" innovation. 
Support Innovation is a tool that should provide a competitive advantage and help 

the organization cope with the external environment. 
Profitability Innovation must be profitable and lead to positive change. 

Source: own elaboration after Van de Ven, 1986; Damanpour, 1991; Henard and Mcfadyen, 2005. 
 

We consider it important to conclude that innovation may include all these characteristics, 
starting from the development of a new idea that is perceived as new at organizational, local and / 
or global level. Also, the implementation of the new idea in the company and its marketing in 
accordance with the external environment of the organization must lead to increasing the 
profitability of the organization. 

Much of the literature views innovation as the process by which new technology is used to 
develop new products. However, innovation is more complex than this definition manages to 
express, because it can mean the successful application of a new idea in an organization, no matter 
where it appears within the organization (Nisula and Kianto, 2013). Regarding the current paper, 
we share this view that innovation is not limited to the procedure of developing a new product but 
can also be applied to the development of new processes and strategies, as well as to the creation of 
new business ideas. 
 
3. Research methodology 
 

As the aim of current paper is to demonstrate the global spread of innovation by examination 
and comparison of a variety of innovation measurement scales, the best methodology is the 
analysis method. The methodology proposed for the research involves the analysis of scaling 
documents at European level, as well as of existing sustainable socio-economic models. The 
rankings evaluating innovation are presented in the current paper in comparison as follows: Global 
Innovation Index 2019, Global Competitiveness Report 2019, The European Innovation 
Scoreboard 2019. Also, documents such as project sheets, financing applications or technical-
economic documentation for the projects with innovation components were consulted. Also, for an 
in depth analysis, an examination of recently introduced innovation policies has been realized as 
well as some European frameworks in what concerns the innovation at European level or European 
private innovative initiatives. Conclusions were formulated in what concerns ranking at European 
level in what concerns innovation scales, of all European states.  

 
4. Innovation measurement scales 
 

Academia, businesses and decision-makers alike recognize that research and innovation policy 
can be a very useful stimulus for economic development and social welfare, but progress in Europe 
has been too slow to catch up with those in the US and Japan in in terms of innovation 
performance. Although the innovation gap is narrowing, Europe is still struggling to keep up with 
innovation leaders: South Korea, Canada, Australia and Japan are ahead of the EU, according to the 
2019 European Innovation Scoreboard 2019 (EC, 2019). Behind this overview there are numerous 
causes, including the lack of capacity to compete in private spending on research and development 
for innovation, patent applications, tertiary education and public-private co-publications. At the 
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same time, while China is still a long way from the full performance of EU innovation, it is steadily 
rising, as evidenced by increased spending on research and development and the ability to attract 
highly skilled talent..  

In order to put the performance of innovation into perspective and to make some connections 
between the economies of different states with the specifics of innovation ecosystems, we will 
analyze and compare several scales used to measure innovation. Within this context, the knowledge 
gained from transnational studies and evaluations will be used to assess countries that make holistic 
and systemic efforts in investment and innovation policies, both from a political and financial 
perspective. 

The rankings evaluating innovation are presented in comparison in Table no. 2 and are as 
follows: 
• Global Innovation Index 2019, the result of a collaboration between Cornell University, 

INSEAD and the World Intellectual Property Organization (WIPO), co-editors, together with 
their knowledge partners (Cornell University, INSEAD and World Intellectual Property 
Organization, 2019); 

• Global Competitiveness Report 2019 prepared by the World Economic Forum. Regarding 
this ranking scale, we should mention that, for a greater relevance of the analysis performed, 
as well as to establish a coherence of comparison, we performed the analysis taking into 
account only Pillar 12 of this index, namely Innovation Capacity (World Economic Forum, 
2019); 

• The European Innovation Scoreboard 2019 prepared by the European Commission (EC, 
2019). 

 
Table no. 2. Overview of innovation rankings (2019). 

Rank Global Innovation Index Global Competitiveness 
Report 

European Innovation 
Scoreboard 

1.  Switzerland (67.24) Germany (86.8) Sweden (135.8) 
2.  Sweden (63.65) USA (84.1) Finland (134.0) 
3.  USA (61.73) Switzerland (81,2) Denmark (129.5) 
4.  Netherlands (61.44) Taiwan (80.2) Netherlands (124.0) 
5.  United Kingdom (61.30) Sweden (79.1) Luxembourg (118.7) 
6.  Finland (59.83) Rep. Korea (79.1) Belgium (117.7) 
7.  Denmark (58,44) Japan (78.3) United Kingdom (117.5) 
8.  Singapore (58.37) United Kingdom (78.2) Germany (116.6) 
9.  Germany (58.19) France (77.2) Austria (114.7) 
10.  Israel (57.43) Netherlands (76.3) Ireland (108.1) 
11.  Rep. Korea (56.55) Denmark (76.2) France (102.0) 
12.  Ireland (56,10) Finland (75.8) Estonia (95.3) 
13.  Hong Kong (55.54) Singapore (75.2) Portugal (89.7) 
14.  China (54.82) Austria (74.5) Czech Republic (82.2) 
15.  Japan (54.68) Israel (74.2) Slovenia (80.5) 
16.  France (54.25) Canada (74) Cyprus (79.7) 
17.  Canada (53.88) Belgium (71.4) Malta (78.7) 
18.  Luxembourg (53.47) Australia (69.5) Italy (78.1) 
19.  Norway (51.87) Luxembourg (68.4) Spain (77.9) 
20.  Iceland (51.53) Norway (68.0) Greece (75.0) 

Source: author’s own elaboration. 
 

Before analyzing the results, the methodological frameworks behind the different approaches to 
innovation evaluation need some consideration. The differences between the criteria used, the 
weights allocated, and the methodology applied to assess innovation and competitiveness 
performance logically lead to the variation of the rankings of innovation and competitiveness 
analyzed in this paper. These issues are presented in detail in Table no. 3, which compares the 
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general methodology and approaches used to collect data on innovative and competitive activities 
of different states. 

 
Table no. 3. Overview of available methodological aspects of innovation rankings. 

Rank Global Innovation Index Global Competitiveness 
Report 

European Innovation 
Scoreboard 

Purpose Analysis of innovation 
performance among 129 
national economies. 

Focus on the 
competitiveness of 141 
states, but in this paper we 
took into account only the 
aspect related to the 
evaluation of innovation in 
these states. 

Provides a comparative 
assessment of innovation 
systems in EU Member 
States, but also other 
countries such as Turkey, 
Ukraine, Norway, Iceland, 
etc. 
 
 

Criteria It is structured around two 
sub-indices, input and 
output. They are based, in 
turn, on 7 pillars: (1) 
institutions; (2) human 
capital and research; (3) 
infrastructure; (4) market 
sophistication; (5) business 
refinement; (6) knowledge 
and technology outputs; (7) 
creative outputs. 

The pillar of innovation 
brings together indicators 
such as: (1) labor diversity; 
(2) the stage of 
development of clusters; 
(3) international co-
inventions; (4) 
collaboration with several 
stakeholders; (5) scientific 
publications; (6) patent 
applications; (7) 
expenditure on research 
and development; (8) the 
position of research 
institutions; (9) buyer 
sophistication; (10) 
trademark applications. 

The evaluation 
distinguishes between 
several types of indicators, 
such as human resources, 
research system, 
innovation-friendly 
environment, financing and 
investment support, 
innovative activities, 
employment impact, sales 
impact. 

Calculation 
method 

The overall score is the 
average of the input and 
output sub-indices, which 
both have the same weight 
in the calculation, even if 
the output sub-index is 
based on only two pillars. 

The calculation of the score 
is based on aggregate data 
from the indicator level, 
mainly qualitative data. 
The study asks for answers 
on a scale of 1 to 7, the 
latter being the best result. 

Performance is measured 
using an indicator obtained 
from aggregation of 27 
ranking indicators from the 
lowest possible, 0 to the 
maximum of 1. 
 

Data 
collection 

The indicators used are 
collected as follows: 37.3% 
of the data obtained are 
from 2018, 33.3% are from 
2017, 9.3% are from 2016, 
4.8% from 2015, and the 
remaining 5.3% from 
previous years. 

The calculation of 
innovation performance is 
based almost entirely on 
2019 executive opinion 
poll. 

Eurostat statistics and other 
international sources are 
used. The indicators are 
mainly based on data from 
2016-2018. 

Source: author’s own elaboration. 
 

Among the innovation rankings, the Global Innovation Index and the Global Competitiveness 
Report stand out for their wide scope in terms of country selection and application of indicators. 
The Global Competitiveness Report pays relatively close attention to soft data in the form of its 
opinion poll, while the Global Innovation Index looks at fewer soft data variables. However, the 
common denominator of all cross-cutting evaluations is that they may not be able to understand the 
impact of recently introduced innovation policies, as it will take some time for them to be able to 
influence performance and be evaluated. 

Despite differences in exact ranking positions, studies conducted by these international 
organizations have found many similarities in their conclusions regarding innovation and 
competitiveness. We can conclude that a significant number of EU Member States, including 
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Finland, Germany, the Netherlands, Sweden, Denmark and Luxembourg, are consistently ranked 
among the most competitive countries. All the countries mentioned above reach the top 20, as can 
be seen in Table no. 2. 

When we evaluate the factors that allow a strong competitive performance, there is a significant 
tendency among the most competitive countries to perform either at the top of the top or well above 
the average in terms of innovation size. Innovation or competitiveness rankings also place countries 
such as Finland, Germany, the Netherlands, Sweden, Denmark and Luxembourg among the most 
innovative countries. In general, common to all these countries is the fact that the achievements of 
the innovation ranking at national, European or global level also tend to equalize very highly 
competitive positions. 

These statements are further supported by evidence regarding public and private expenditure on 
research and development: the above-mentioned EU countries with maximum competitiveness in 
all rankings belong to the group of countries with the highest total expenditure on research and 
development as a percentage of GDP. However, and this seems more important to us, although 
funding for research and development has a pro-active effect on innovation, it is only part of the 
many dimensions of innovation that need to be addressed to support innovative activities. Funding 
for research and development, whether public or private, requires framework policies, regulations 
and complementary measures to support innovation that is sufficiently effective to ensure its 
transformation into real markets. 

There is no single way to achieve top innovative performance and each country has its own 
specifics, but in our opinion, we believe that the European Innovation Scoreboard has found a wide 
range of features among the most innovative countries. First, in order to achieve a high level of 
innovative performance, the nation needs to develop a balanced and systemic national innovation, 
with high performance in terms of several factors. As noted in the European Innovation Scoreboard 
and the rest of the transnational studies, these include, but are not limited to, national research 
strengths, public-private partnerships, SME collaboration, R&D spending, patents and the 
commercialization of technological knowledge that facilitates the transfer of knowledge and rapid 
use in the market. 

Regarding Romania, we find that we are at the bottom of many rankings, even in lower 
positions than in previous years. Thus, in the report on the Global Innovation Index 2019 Romania 
is on the 50th place out of 129 economies evaluated, decreasing compared to the previous year by 
one position, having in the current year the score of 36.76. In the Global Competitiveness Report 
2019, Romania is on the 55th place out of 141 with a score of 42.3 on Pillar 12 Innovation capacity 
considered for this paper. Regarding the European Innovation Scoreboard 2019 Romania is part of 
the fourth group of innovators, namely the modest one which includes 2 Member States showing a 
level of performance below 50% of the EU average, respectively Bulgaria and Romania. Romania 
has an index with a value of 31.4, thus placing us on the last place in the EU. Over time, Romania's 
performance decreased compared to that of the EU in 2011, but after a sharp decline between 2011 
and 2015, performance began to increase after 2015. The innovation-friendly environment and the 
impact of sales are the strongest innovative dimensions. Broadband Internet and exports of medium 
and high technology products are the only indicators that are above the EU average, while the size 
of innovators, firm investment and human resources are the weakest. The lowest scores of 
indicators in Romania are for lifelong learning, SMEs with product or process innovations, SMEs 
with marketing innovation or organizational innovations. For all these indicators, Romania has the 
lowest performance in the EU with an absolute value of 0. Many of the economic indicators in 
Romania tend to be closely above or below the EU value. However, GDP per capita, the share of 
employment in services and the number of R&D enterprises per 10 million inhabitants are well 
below the EU average. 
 
5. Conclusions 

 
The OECD (2015) further predicted that innovation will be a crucial determinant of the global 

competitiveness of nations. Some countries have been able to take advantage of the opportunities 
of globalization and new technologies both through the private environment and through effective 
methods of governance and are expected to grow further in the future. Overall, the successful 
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implementation of innovation policies and innovative activities has enabled states to make better 
use of resources by transforming innovative ideas into new products, services, processes and 
business models, creating better conditions for sustainable growth and competitiveness, quality 
jobs and addressing the challenges of European society. 

The benefits of innovation in a country are expected to lead to the diffusion of new 
technologies, which contributes to increased knowledge and productivity and therefore also allows 
for the growth of GDP per capita. According to Ahlstrom (2010), the importance of innovation for 
society lies in the fact that even the smallest upward changes in growth will make a difference over 
time. 

An increasingly competitive national market, together with the pressure of international 
competition, emphasizes the importance of organizations to successfully manage actions to 
improve innovation. Tertiary education, the internet, fast communication, technological progress, 
etc., these are what force us to constantly improve in order to offer more complex products and 
services that meet the needs of the market. The conclusions of the literature review, as well as 
statistics, indicate that innovation is a key factor in the knowledge-based economy and is positively 
related to superior performance, acting as a mediator between organizational variables and 
financial performance. 
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Abstract 
 

Working in a fast moving and modern society, centered on key terms such as “globalization” 
and “interculturality/interculturalism”, is a challenge for many professional categories, especially 
for the language teachers focusing on proficiency and effectiveness. Since professional 
development may be influenced by intercultural teaching and learning elements, this paper tackles 
several theoretical and experimental aspects related to this approach, such as principles, practices 
and activities. Moreover, it also proposes a study performed in connection with the way in which 
elements of British and American culture and civilization can be taught to in ESP classes, in an 
intercultural manner. 
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1. Introduction 
 

According to the literature (Fantini, 2019; Newton et al., 2010; Bennet, 2015; Sercu et al., 
2005), “Intercultural Communicative Language Teaching” is a very important stage in achieving 
effectiveness, as the interculturally competent teacher must teach students not only how to 
communicate in a foreign language but also how to understand cultural differences, to show respect 
and tolerance to cultural diversity, without losing their national self, the classroom becoming a 
place of profound reflections on socio-cultural identity.  

The first section of this paper presents several theoretical aspects related to the principles and 
approaches to culture in “intercultural teaching and learning”, the methods and techniques that can 
be implemented in order to help students understand and respect cultural diversity. The 
development of interculturality in the ESP courses or seminars involves both learners and teachers 
as key actors that employ language to solve a variety of tasks, to make connections and compare 
source and target languages and cultures, to interact properly in various contexts, reflecting and 
understanding the concepts of cultural differences and cultural diversity. 

The approach presented in the paper is underlined by the inherent interconnections between 
language and culture. In addition, it aims at underlining the vital part that culture plays within any 
society, at any time, from various perspectives, such as academic, social, historical or geographical. 
Furthermore, it also stresses the importance of accumulating living experiences in order to train 
people as intercultural speakers. The principles emphasized in the theoretical section of the paper 
underlie classroom practices and activities suitable for intercultural learning, engaging teachers 
with both theory and practice and using authentic materials as key resources in developing 
intercultural communicative competences. All these practices are seen as a cycle of interconnected 
processes, helping learners engage in experiences of a different language and culture, having as a 
goal their intercultural development (see Fantini, 2019; Deardorff, 2009, 2020). 

The second section of the paper represents a pedagogical study, whose purpose is to show the 
difference between traditional ESP teaching and intercultural ESP teaching, with focus on elements 
of culture and civilization from Great Britain and the USA. As research methods, it proposes the 
administration of two surveys to students, during an experiment conducted in order to highlight the 
advantages of incorporating these elements into ESP classes. 
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2. Theoretical background. The main principles of “intercultural teaching and learning” 
 
The literature has shown that the intricate concept of interculturality lies the foundations of 

“Intercultural Teaching and Learning”, as a new and challenging field in the education system, 
which is heavily influenced by globalization (Ogay and Edelmann, 2016, pp. 388-400). Its main 
purpose is focused on the shift from the traditional ways of teaching a foreign language (with focus 
on language and vocabulary structures), to teaching cultural elements from the very beginning, 
promoting thus the learners’ so-called “intercultural awareness” and “intercultural communication 
competence” (Planken et. al., 2004). Learners are more prone to use language in a critical and 
reflective way, and are also given the opportunity to develop their intercultural sensitivity. 
Moreover, according to Liddicoat et al. (2003, p.46), “Intercultural language learning involves (…) 
a dialogue that allows for reaching a common ground for negotiation to take place, and where 
variable points of view are recognized, mediated, and accepted”. 

The literature that focuses on “Intercultural Teaching and Learning” presents five main 
principles that emphasize the inherent interconnections between culture and language, i.e. active 
construction, making connections, social interaction, reflection and responsibility (in this regard, 
see Liddicoat et al., 2003; Liddicoat, 2004; Kohler, 2015). Active Construction highlights the 
involvement of both learners and teachers in the language learning process; all the actors involved 
in this process should pay attention to culture and interculturality from the very beginning of the 
language teaching and learning processes. The above-mentioned scholars argue that under this 
principle, teachers give their students as many opportunities as possible to find various solutions to 
issues tackled when communicating with other individuals from another cultural background, and 
to understand the significance of others’ communication in the respective foreign language. Thus, 
learners engage in exploring cultural diversity when communicating with others in a foreign 
language (see Kohler, 2015; Liddicoat et al., 2003; Liddicoat, 2004).  

The principle of Making Connections focuses on the part played by the creation of connections 
and by the comparison of the source and target languages and cultures. Whenever people enter into 
contact with something new, they try to associate the respective item to things they are familiar 
with, in order to make sense of it; they compare it to what they already know. In this regard, Byram 
et al. (2001) and Kramsch (2006) pointed out that the learner can achieve new insights into self and 
others by comparing cultures, often in a guided manner. This comparative process focused on the 
source and target cultures should support learners to leap to the so-called “third place” or “third 
position”, situated between these two types of culture, wherefrom they can interact more easily 
comfortably with individuals belonging to the target culture, while keeping their own identity 
(Dellit, 2005). This principle also underlies the learners’ ever-expanding negotiation skills, in order 
to overcome differences and achieve mutual understanding between the source and the target 
cultures and languages. For this purpose, teachers should encourage students to get involved within 
the process of comparing cultures and should provide them language and cultural experiences that 
allow them to tackle similarities and differences and to become aware of their implications in the 
individuals’ lives. 

As far as social interaction is concerned, it takes many forms, such as spoken interaction, which 
offers learners the opportunity to deal with personal, cultural and linguistic values, goals and 
preferences. In this manner, they can express their own ideas or attitudes, they can make their own 
interpretations and to learn how to react to those expressed by others. As Newton et al. (2009, p. 
61) explained, when communicating with persons from other parts of the world, who speak another 
language, one interacts within a unique social context, facing the possibility of “stumbling” upon 
new and unexpected elements. When learners get engaged in intercultural social interaction, they 
engage with new ideas and attitudes and are thus required to develop receptive and productive 
skills. Furthermore, under this principle that also involves sharing various experiences and 
understandings of similar elements, students and teachers are able to develop collaborative learning 
strategies. Therefore, the teacher should give students as many opportunities as possible in order to 
have real experiences and exchanges with people from other countries; students should also be 
encouraged to assume the responsibility of getting themselves involved in intercultural activities 
that can improve their receptive and productive skills, which are vital when it comes to language 
learning.  
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According to the reflection principle, learners are able to understand cultural differences and 
interculturality when reflecting upon "social processes and their outcomes" (Byram, 1997, p. 19). 
The intercultural learner develops his/her ability to reflect on experiences of diversity by trying to 
answer questions such as: “what is identical or similar?", "what is different?", "what is 
interesting?", "how did I feel?", "how was the meaning different from what I expected?". 
Therefore, learners will be able to reflect properly on their successes, flaws and developments if 
they understand and analyze their linguistic and cultural identities. Moreover, intercultural 
awareness also involves understanding that what is familiar to somebody can be strange for 
somebody else and that both perspectives may be valid, valuable and important. In this regard, it is 
necessary to find various approaches in order to respond properly to these differences and to 
engage with others’ linguistic and cultural practices (see Baker, 2011, pp. 197-214). For this 
purpose, teachers should encourage or contribute to the creation of multi-perspective cultural 
contexts, without making learners believe that they should abandon their own cultural context. 
Additionally, both teachers and learners should engage in the exploration process. As shown by 
scholars Byram and Cain (1998), teachers can also benefit from this approach, as they encourage 
their students to explore, discover and reflect upon new facts, concepts or ideas and compare them 
with familiar ones. 

According to the responsibility principle, both students and teachers should acknowledge the 
parts that they play in the communication process, as well as the significance of these parts and the 
effects that they have on others. By taking responsibility and acknowledging their status as 
intercultural individuals, they demonstrate their ability to deal with diversity and they are also able 
to notice (and analyze) how communication is influenced and even shaped by one’s cultural 
backgrounds (see Patel et al., 2011; Liddicoat et al., 2003; Liddicoat, 2004; Kohler, 2015).  For this 
purpose, teachers should encourage open-minded perspectives, create motivating learning 
conditions and preserve them during the entire intercultural learning process, in order to develop 
collaborative relationships, group cohesiveness and promote integrative values.  

Therefore, intercultural communicative competence can be developed by carrying out a set of 
classroom activities and by providing learners various communicative opportunities, aimed at 
guiding their attention to diversity, interculturality and self-identity (Mihai, 2018). 
 
3. Several practices for “intercultural language teaching” 
 

The literature (see, for example, Kearney, 2016; Liddicoat, 2004; Ennis and Riley, 2017) has 
shown that the practice related to “Intercultural Teaching and Learning” is strongly connected with 
their meaning for language education and with the learning and teaching processes. This practice 
can be seen as a cycle of interconnected processes that engage learners in the experience of 
different languages and cultures. The relationships established among these interconnected 
processes are not linear, as they may appear in any teaching and learning instance, in order to reach 
an outcome. These processes are noticing, comparing, reflecting and interacting. Moreover, they 
can be seen as a set of processes rather than individual, distinct ones, which the intercultural learner 
experiences in order to develop a greater complexity of understanding. 

Noticing (concept introduced by Richard Schimidt in 1990), which is fundamental to learning a 
foreign language from an intercultural perspective, involves one’s ability to pay special attention to 
a further possibility, to experience what is given at present, and to use what has already been 
noticed in order to prepare for what might come next. Noticing is somewhat like experiential 
learning during which the observers, as potential learners, are expected to connect what they 
observed to their own personal experiences, making the difference between what is new and what 
is already known, noticing and understanding cultural similarities and differences that are made 
obvious through language. In classroom activities, noticing goes beyond old traditional limitations, 
as teachers should use questions in order to develop the sophistication of the students’ noticing and 
become independent observers of what they experience. Noticing requires the teacher to provide 
students a common background for comparison, reflection, questioning and experimentation (see 
Róg, 2017). 
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Based on the second process, i.e. comparing, students can perform comparisons starting from 
their own experiences of language and culture. Thus, they identify similarities and differences, 
make connections more easily, interpret and react to what they notice. Moreover, it helps students 
see how people might look from the other perspective, how one might understand or misunderstand 
what is said, written or done by someone with a different cultural identity. Due to this process, 
learners enhance their culture knowledge and understand better different cultural identities, which 
grants the success of the intercultural communication, also providing resources for the third 
process, i.e. reflection (Byram and Planet, 2000, p. 189). 

In the literature (see, for instance, Dimitrov and Haque, 2016), reflecting implies involving a 
dialectical interaction between the self and the external world, it is that active and important 
consideration of any belief or knowledge that helps individuals reach further considerations related 
to the subject that triggered his/her reflective attitude. This cognitive process – which turns 
experience into knowledge as it involves thinking and exploration – follows some steps such as 
observing the experience, making inferences from it, having a relation to it, which can be a state of 
perplexity, hesitation or doubt, making a hypothesis or multiple ones, reconstructing the 
experience, based on the new hypothesis and finally taking action. The above-cited authors imply 
that during the reflecting process, learners observe, compare, interpret, discuss and negotiate the 
meaning, they try to reflect objectively on the source and target cultures, in order to acquire better 
understanding over facts and events, fresh new ideas and self-awareness. 

Interacting, which is the last process, involves the creation of an environment suitable to 
interaction, granting thus opportunities to learners to practice intercultural communicative skills, 
shifting from the status of analyst to that of participant. Scarino and Liddicoat (2009) argue that the 
exploration of language and culture interactions underlie the development of cultural awareness. 
Furthermore, the learners’ experiences of diversity enhance interaction; thus, learners create 
personal meanings, communicate them, explore them and even reshape them in response to others, 
which keeps a dynamic interconnection between language and culture. The above-mentioned 
scholars also argues that from a social perspective, interaction is a social process of meaning-
making and interpreting, which treats the participants in different ways, as each of them brings 
his/her own ideas, beliefs, attitudes, experiences, etc. while giving them opportunities to make 
interpretations and react to them. It is noteworthy that attention and noticing play significant parts 
in interaction, as the learner acquires knowledge through the observations made in his/her 
classroom experiences. 

 
4. Classroom activities 
 

After discovering similarities and differences between the source and the target culture, the 
teacher should design activities that aim at preparing learners to interact and build relationships 
with persons from diverse backgrounds, and to develop their skills in terms of interpreting and 
relating.  

Some standard activities suggested by Corbet (2003), in order to actively engage learners in the 
target culture are role-plays, reading activities, or listening activities. In addition, these activities 
should deal with various aspects of the target culture, challenging learners to compare them with 
their own culture and to identify similarities and differences, facts, patterns of behavior, historical 
and modern elements, urban and rural elements, etc. In this regard, Moeler and Nugent (2014, p. 7) 
stated that “teachers must lead students through activities in which the attitudes about the other are 
considered that ideally transform the learner”.  

Moreover, the activities used in the ESP classroom should shift from preparing students to 
communicate errorless (which is often the aim of traditional teaching approaches) to communicate 
openly, to interact and cope with the target culture. Authentic materials (see Buzarna-Tihenea 
Gălbează and Nădrag, 2018; Nădrag, 2018) and online tools should also be used. Such activities 
may include: Online Blog Exchange, artifact exploration, documenting activity, attitude 
exploration with the OSEE tool – created by Deardorff (2000). 

When the Online Blog Exchange is expanded for the purpose of comparing materials (such as 
films, books, literature, images and videos), it slowly turns into a process of negotiation; thus, 
learners work together to make observations, formulate hypotheses, create patterns, confront and 

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

309



analyze their own attitudes, beliefs and values. As far as the last classroom activity is concerned i.e. 
attitude exploration with the OSEE tool, it should be mentioned that OSEE stands for: “O: observe 
what is happening, S: state objectively what is happening, E: explore different explanations for 
what is happening, E: evaluate which explanation is the most likely one” (Moeler and Nugent, 
2014, p. 9). It is therefore supported by conversations, dialogues or role-plays and it creates an 
environment that promotes interculturality and that focuses on the intercultural competence. By 
asking students to perform documenting activities, the teacher gives them, among others, the 
opportunity to share words and ideas on a given topic, using the brainstorming technique. In its 
turn, the artifact exploration involves the creation of a context that requires students to imagine 
they are invited to a special event typical of the target culture, to pay attention to what happens 
from the beginning to the end and to notice what is different from their own culture. 
 
5. Research methodology 
 

This section includes the research aimed at demonstrating the utility and efficiency of 
incorporating elements of British and American culture in ESP teaching process (more specifically, 
Business English). Therefore, the research hypotheses are the following: 1. the incorporation of 
British and American culture items in ESP teaching process enhances the efficiency of the teaching 
and learning process; 2. the insertion of British and American culture items in ESP teaching 
process contributes to the students’ personal and intercultural development. Thus, the research is 
meant to prove the usefulness and efficiency of incorporating elements of culture and civilization 
into ESP classes. 

The research sample will be represented by the students enrolled in International Business, 
second year of study. These students will be divided into two groups, i.e. a control and an 
experimental one.  

As research methods, two surveys will be applied to students, and their participation in the 
activities will also be monitored by the observation method (i.e. a social research technique that 
involves the direct observation of phenomena in their natural setting, dealing in this case with 
classroom management items). In order to reach a high reliability and validity degree of the 
research result, the instructions for the completion of the questionnaire will be clearly explained to 
the students before administering it. 
 
6. Findings 
 

The analysis of the answers provided by students in the two surveys and the results obtained 
should validate the research hypotheses (i.e. efficiency of incorporating elements of culture and 
civilization into ESP classes and their positive impact on the students’ personal development of 
knowledge, beliefs and attitudes towards others’ culture). 

For one month, the students from the control group will be taught ESP by means of traditional 
activities and techniques while those from the experimental group will be taught ESP by means of 
intercultural activities and techniques, in an interactive manner, in order to develop their 
intercultural communicative skills, respect, tolerance and appreciation towards others’ culture, 
lifestyle, beliefs, values and attitudes. In this regard, during the ESP seminars, interculturality 
issues will be tackled, such as nationality, lifestyles, stereotypes, traditions and customs, systems of 
education and the learners’ ability to cope with them, to understand, accept and use the knowledge 
acquired in order to interact properly with interlocutors from the target cultures. 

For the purpose of this research, the students from both groups will be given two surveys, i.e. 
before and after the teaching period, in order to verify the validity of the hypotheses. Thus, the first 
survey will be applied before the teaching process and it will include questions related to the 
learners’ general perception of British and American people, in order to assess the knowledge level 
of the two research groups. The answers provided by this first survey will also provide a 
comparison basis for the analysis of the results. The second survey will be applied at the end of the 
teaching period and it will mainly show the degree in which the incorporation of the key elements 
of culture and civilization influence the students’ ability to understand, reflect upon and use 
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interculturality, in order to become intercultural competent speakers. 
The first survey will include 15 open-answer questions about nationality, lifestyles, customs and 

traditions in the UK and the USA. For each question, the students will be required to give open 
answers according to the way they perceive general elements related to the British and American 
culture or leave the space empty if they do not know to answer it. Thus, in the first survey, the 
students will be required to express their general perception, beliefs and attitudes related to British 
and American people. The answers will show the students’ level of knowledge and interest related 
to the target culture. 

The second survey, which will end the cycle of the intercultural process, will assess the degree 
in which important elements of British and American culture and civilization will be assimilated 
and their contribution to the development of the students’ intercultural communicative competence. 
Therefore, the analysis of the results provided by this second survey and their comparison with the 
ones provided by the first one will prove the validity or the invalidity of the research hypotheses, in 
terms of the efficiency of cultural items (i.e. the increase or decrease in the students’ interest in the 
activities they will be involved in, the change in their attitude towards the target cultures, the 
development degree of their abilities to cope with the target cultures). Moreover, the results will 
also reveal if the students from the experimental group will improve their ESP skills and their 
general knowledge about the target cultures. This second survey will consist of 15 open-answer 
questions (similar to those applied at the beginning of the research). 

The analysis of the results will focus on the differences and similarities in the students’ answers 
(comparison made between the control and the experimental groups). Furthermore, it will also 
tackle the differences in the students’ ESP skills and cultural knowledge and attitude towards 
interculturality, at two different chronological moments, i.e. before and after the teaching period 
(i.e. one month). 
 
7. Conclusions 
 

ESP teaching should not focus only on grammar structures and vocabulary items, as this does 
not help learners use the specialized language in the real world. The main purpose of ESP learning 
is represented by communication; learners must acquire those skills that help them understand 
others and make themselves understood, both in terms of action and identity. Having in view the 
rise of globalization and the increasingly multicultural work and study environments, the need to 
develop interculturality has become an urgent issue, as the intercultural competence requires good 
understanding and handling of the others’ culture and uniqueness. As far as ESP teaching is 
concerned, the intercultural approach can transform learners from language users into intercultural 
speakers, stimulating their curiosity and enhancing their cultural knowledge and language skills. 

The principles, practices and activities discussed in the theoretical section of the paper 
contribute to the understanding of the intercultural approach to ESP teaching, focusing as a whole 
on promoting intercultural awareness and intercultural communication competence. The 
intercultural approach can improve the communication process, and raise people’s interest in 
interaction, diversity and self-identity.  

The second part of this paper proposes a pedagogical research aimed at assessing the usefulness 
and efficiency of incorporating the intercultural approach in ESP teaching. For this purpose, two 
surveys will be applied before and after the teaching stage and the results will be compared, in 
order to analyze the difference both between the two research groups (i.e. the control and the 
experimental one), in terms of their answers, but also between the two moments when these 
surveys will be applied. We expect that the answers given by the experimental group will 
demonstrate, at the end of the teaching stage, that their exposure to elements of British and 
American culture and civilization will have a positive impact, compared to the answers given 
before the teaching stage. The exposure should be also visible when comparing these answers with 
those given by the students from the control group, who will not be exposed to such elements of 
culture and civilization.  
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When learning ESP in an intercultural manner, students get engaged in new and attractive 
experiences involving the target (mainly British and American) culture. They become “social 
actors” engaged in problem-solving activities, role-plays and simulations, debates and discussions, 
improving thus their abilities to express their personal views and manifesting acceptance and 
tolerance towards different attitudes, ideas, values, etc.  
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Abstract 
 

Business law is that branch of private law which includes the unitary set of legal norms which 
regulate the patrimonial and non-patrimonial social relations in the business sphere, concluded 
between persons in a position of equality before the law. 

The object of business law is both the legal norms which regulate commercial activity and the 
legal norms applicable to traders. 

Source of law is the generating form by which the right is carried out according to the 
mandatory legal norms. The legal norms which act upon businesses are expressed, first of all, by 
written laws and then by practice (customs of the traders). 
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1. Introduction 
 

In a broad sense, the sources of law represent socio-economic conditions that determined the 
appearance of certain legal norms, depending on the type of society existing in a given historical 
period. This term answers to our questions of why, where, when, how and for what reasons that 
legal norm appeared. These sources are called normative sources. 

According to art. 1 para. (1) from the Civil code, the law, the practices and general principles of 
law are the sources of civil law. For the first time, in civil law the quality of being a source of law 
of practices and general principles of (civil) law are expressly named. As most of the specific 
norms of corporate law come from private law, governed as a common law by civil law, we 
consider that the above enumeration is applicable to our matter as well. 

Besides normative sources, certain interpretative sources of law are also recognized, with an 
important role in interpreting normative acts. These are the doctrine and the judicial practice. 

In a narrow sense, the sources of corporate law are forms of expression of the norms specific to 
this branch. 

 
2. Theoretical background 
 

The theoretical concepts presented in this paper deal with the general regulatory framework of 
business law, namely: The Constitution, the Civil Code, special commercial laws, commercial 
practices, principles of law, doctrine and the judicial precedent. 
  
3. Research methodology  
 

The purpose of this analysis consists in presenting the novelties to the regulation of the business 
law legal relations generated by adopting the New Romanian Civil Code dealing with the relations 
between the traders and the other business partners.  

The analytical research method was used while analyzing normative acts as well as opinions of 
various authors. The following interpretation methods of such rules of law were used: the 
systematic interpretation method and the teleological interpretation method. 
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4. The normative sources of corporate law are the following : 
 

A. The law 
Originating from the Parliament, it has a superior legal force to the other sources of law, which 

are subordinate to it and must not violate it. Parliament adopts constitutional laws, organic laws and 
special laws. 

a) The Constitution of Romania, as the fundamental law of the country, regulates the principles 
of economic activity organization. 

According to art. 135 of the Constitution, Romania's economy is a market economy, based on 
free initiative and competition. The state must ensure the freedom of trade, the protection of fair 
competition and the creation of a favorable framework for the exploitation of all production factors. 
(Costin et al, 2020, p.127) 

b) Organic laws regulate a specific and limited series of domains and are adopted with the vote 
of the majority of the members on the lists of each House of Parliament. Sometimes, organic laws 
are presented as a set of legal norms, systematically organized, bearing the name of codes 
(examples of organic laws - sources of civil law: the Civil Code, the Civil Procedure Code – 
regarding the evidence from civil cases). 

The organic law which has a special interest in corporate law is the Civil Code, regulating the 
patrimonial and non-patrimonial relations between persons, as subjects of civil law. 

As stipulated by art. 3 Civil Code, its provisions also apply to the relations between 
professionals, as well as to the relations between professionals and any other civil law matters. 

Among the legal institutions of commercial reference included in the New Civil Code, the 
following stand out: the professionals and the enterprise (art. 3), the joint venture (art. 1949 - 
1954), the commission contract (art. 2043 - 2053), the consignment contract (art. 2054 - 2063), the 
forwarding agreement (art. 2064 - 2071), the finder's fee agreement (art. 2096 - 2102), the current 
account agreement (art. 2171 - 2183), letters of guarantee (art. 2321 - 2322), securities (art. 2647 - 
2658). 

According to art. 5 Civil Code, in the regulated matters, the norms of the European Union law 
take precedence in being applied, regardless of the quality or the status of the parties. 

The special nature of business law relations compared to civil legal relations is indisputable, and 
this aspect remains constant, regardless of their normative source. The New Civil Code brings extra 
efficiency to business law relations, structurally reforms the legal order of private law, uniting in a 
single regulation the branches of civil law, commercial and business law, private international law 
(Bratis, 2012, pp.34-52). 

In addition, the New Romanian Civil Code regulates legal institutions which directly concern 
the field of business, such as: the administration of another's assets, the nullity of legal entities, 
periodic property, unilateral juridical act, assignment of debt, joint insurance, escrow. 

c) Special laws are organic laws that take into account certain aspects of the commercial 
activity. For example, we mention Law no. 31/1990 on companies, as subsequently amended and 
completed, Law no. 26/1990 on the trade register, as subsequently amended and completed, Law 
no. 82/1991 on accounting, Law no. 85/2006 on insolvency, Law no. 58/1934 on the bill of 
exchange and the promissory note, Law no. 59/1934 on the check. 

d) Government Decisions, Government Ordinances and Government Emergency Ordinances. 
The government adopts decisions and ordinances. The decisions are issued for the organization of 
the implementation of the laws, and the ordinances are issued under a special law of empowerment 
from the Parliament, within the limits and under the conditions stipulated by it. The enabling law 
establishes the domain (only domains that are not subjects of organic laws) and the date by which 
the ordinances can be issued. 

e) Normative acts issued by the central and local public administration (orders of the ministers, 
decisions of the Local Council, provisions of the mayor, orders of the prefect) are sources of 
corporate law insofar as they contain provisions of corporate law. 

f) International regulations (international conventions and treaties to which Romania is a party) 
constitute sources of corporate law insofar as they contain provisions of corporate law and are 
applied in our country based on the ratification law issued by the Parliament (Bobei, 2020, pp.56-
57). 

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

315



g) Normative acts of the European Union: regulations, directives, decisions. 
The regulation produces effects directly on the territory of the EU Member States, without the 

need to be transposed into the national legislation of the respective state. 
The Directive does not produce direct effects, but it must be transposed into the national 

legislation of the Member States, within the term indicated in its body. 
The decisions are applied directly and in full, similar to the regulations, being able to target a 

certain Member State or even a certain natural or legal person. 
As a novelty compared to the old regulation, in art. 4 and art. 5 the Civil Code expressly 

establishes that European Union law and international human rights treaties take precedence in 
being applied. 

Thus, in the matters regulated by the new Civil Code, the norms of the European Union law take 
precedence in being applied, regardless of the quality or the status of the parties, and the provisions 
regarding the rights and liberties of the people shall be interpreted and applied in accordance with 
the Constitution, the Universal Declaration of Human Rights, the pacts and other treaties to which 
Romania is a party, and if there are contradictions between the pacts and treaties regarding the 
fundamental human rights to which Romania is a party and the new Civil Code, the international 
regulations take precedence, unless the new Civil Code contains more favorable provisions. 

 
B. Practices 
Practice is a long-standing use that has a certain degree of seniority, repeatability or stability 

applied to an indefinite number of traders. 
Practice, within the meaning of the Civil Code, is understood to be the custom and professional 

practice [art. 1 para. (6) Civil Code]. 
The norm (custom) is a rule of conduct born out of social practice, used for a long time and 

adopted as a mandatory legal norm. 
Professional practices are established rules of conduct in the practice of a certain profession, 

which are applied as if they were legal norms. 
In the Romanian legal system until the entry into force of the current Civil Code, the practices 

did not constitute formal sources of law and they did not have a normative, regulatory character. 
The situation has changed, art. 1 Civil Code expressly listing practice among the sources of civil 
law. (Căzănel, 2015, p.23) 

Otherwise, in business relations, commercial practices  are increasingly present, either in the 
form of standardized contracts or clauses, such as "general business conditions" or in the form of 
"best practice" rules. 

The incidence of practices as sources of law is limited, however. Practice application is subject 
to restrictions. Thus, in matters regulated by law, practices apply only when the law expressly 
refers to them. Only if the law does not stipulate otherwise the practice shall apply. 

Naturally, only practices in accordance with public order and good manners are recognized as 
sources of law. 

The burden of proof of existence, but also of the content of the practices rests with the interested 
party, who invoked the practice. In order to facilitate the burden of proof, a legal presumption 
regarding the existence of the practices published in collections elaborated by the authorized 
entities or bodies is established. The presumption is relative and may be overturned by opposite 
proof. 

 
C. General principles of law 
The principles of law are enshrined as a distinct source of law by the provisions of art. 1 Civil 

Code. In the cases not provided by law the practices apply, and in their absence, the legal 
provisions on similar situations, and when there are no such provisions, the general principles of 
civil law. 

For the first time, practices and general principles of (civil) law are expressly named as sources 
of law in civil law. 

For the legal relations that are established in the field of corporate law, a great importance is 
represented by the principles resulting from the norms applicable to the relations in which the 
professionals of the commercial activity participate. 
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The principles of corporate law come from the doctrine which addresses the principles of 

commercial law and are as follows: 
- in business, legal acts are acts with onerous titles; 
- in commerce, money is always fruitful; 
- in business legal documents, in case of doubt, the rule favoring the movement of goods is 

applied; 
- contracting in favor of the third is commonplace. 
 
On the other hand, the interpretative sources of corporate law are the following : 
A. Doctrine 
Doctrine is not generally accepted as a source of law, but it is an important instrument for 

interpreting and applying normative acts regarding business activity. 
The new legislation was also founded by the legislature’s taking over some doctrinal solutions 

(Terré, Simler and Lequette, 2005, p.150). 
 
B. Jurisprudence 
The judicial precedent (jurisprudence) may also sometimes be a source of law regarding certain 

legal relationships. The decisions of certain courts, under certain conditions, may have the value of 
a source of law, but an interpretative source, similar to practices, rather than a normative one 
(Jurcă, C. et al, 2007, pp.7-8) 

This is the case of the decisions reached by the European courts in solving prejudicial issues. If, 
in the application of the provisions of European law - including those of companies - the national 
courts have doubts about the applicability or the meaning of some provisions of the European 
normative acts, the national judge has the obligation to notify the European court on a prejudicial 
question so as to interpret the respective European norm. The solution given by the European judge 
in solving the prejudicial question has a binding value both for the national courts of the state 
which has notified the European court and for the other Member States, even if contrary to national 
law. 

The decisions of the European Court of Justice which do not concern prejudicial issues are also 
binding. 

The decisions of the European Court of Human Rights (ECHR) are also binding. Insofar as they 
refer to matters which are subject to corporate law, ECHR can also make decisions in this area, 
being sources of law. 

Of the decisions reached by the national courts, the value of source of law is only recognized for 
the decisions of the High Court of Cassation and Justice given in judging appeals in the interest of 
the law and in solving the questions of prior law, as well as the decisions of the Constitutional 
Court given in solving the exceptions of unconstitutionality regarding provisions of laws and 
ordinances. 

Thus, the solutions reached by the High Court of Cassation and Justice in the appeals in the 
interest of the law are binding for courts from the date of their publication in the Official Journal of 
Romania. In order to ensure the unitary interpretation and application of the law by the courts, the 
High Court of Cassation and Justice shall rule on the legal issues that have been solved differently 
by the courts, through decisions, via a procedure regulated by the provisions of art. 514-518 Civil 
Procedure Code. 

Furthermore, when in the course of a trial, a full court invested with the solution of the case in 
the court of last resort, finding that a question of law, the solution of which is needed for the 
settlement on the merits of the respective case, is new and the High Court of Cassation and Justice 
has not ruled on it and is not the subject of an appeal in the interest of the law pending solution, it 
shall be able to request the High Court of Cassation and Justice to come to a principle resolution to 
the question of law referred to it. The clarification of questions of law is mandatory for the court 
that requested the clarification from the date of the decision's announcement, and for the other 
courts, from the date of the publication of the decision in the Official Journal of Romania. This 
procedure is regulated by the provisions of art. 519-521 Civil Procedure Code. 
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The Constitutional Court, when admitting an exception of unconstitutionality, reaches a 

decision that has erga omnes effects, the legal disposition declared as unconstitutional no longer 
being applicable either in the process in which it was invoked or in other identical or similar 
situations (Nemeş and Fierbinteanu, 2020, pp.34-36). 

 
5. Conclusions 
 

The New Romanian Civil Code establishes a certain order of the application of the norms which 
constitute sources of law, an order from which it cannot derogate. 

The law in the broad sense shall be applied first. Within the category of laws, in case of a 
conflict between the norms of domestic law and European Union law, the norms of European 
Union law shall take precedence in being applied, regardless of the quality or the status of the 
parties (TFEU, directives, regulations, etc.). Also, international treaties on human rights, less 
common in corporate law, shall take precedence in being applied. 

Laws derogating from a general provision that restrict the exercise of civil rights or stipulate 
civil sanctions apply only in the specific and limited cases provided by law. 

If the law does not stipulate anything, the practices shall apply, and in their absence, the legal 
provisions on similar situations, and when there are no such provisions, the general principles of 
law. If a certain matter is regulated by law, practices are not in principle directly applicable insofar 
as there is an express provision of the law governing the matter. If the reference to practices is 
made by an express provision of the contract, the provision applies even if there is also a legal but 
supplementary provision. If the matter is not regulated by law, practices become applicable, being a 
subsidiary source. 

Thus, the New Romanian Civil Code represents an innovative and original legislative creation, 
but also a normative capitalization of the national and European jurisprudence, as well as of the 
guidelines of the scientific research performed by the most reputable Romanian jurists. 
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Abstract 
 

People always have mentioned the fact that economy is constantly changing, and the economic 
environment should be as flexible as it can and ready to easily embrace any type of change. This 
phenomenon of the change is probably more present and more visible than ever, especially in what 
tourism is concerned. Bearing in mind the context shaped by the emergence of the pandemic, we 
must admit that all the forecasts, the hypotheses and the growth stimulating strategies that the 
tourism specialists previously came up with, are slowly turning into something obsolete in the 
newly expressed reality. The current scientific literature does not hold the cover page anymore in 
what the evolution of the tourism area is concerned, therefore this sector of tourism stands for its 
need for support, engagement and the rethinking of the strategies and the instruments that have 
been developed so far. In this respect, this paper aims at reaffirming the concept of tourism, but 
also at placing it in the actual context.  
 
Key words: tourism, pandemic, crisis, unemployment, business administration.   
J.E.L. classification: M100 
 
 
1. Introduction 
 

The actual crisis generated by the emergence of the pandemic worldwide has exposed more than 
ever the sector of services, leading it to an unprecedented fall. In spite of this, this phenomenon has 
to be perceived as being something temporary, and the current period should be seen as a time for 
reorganizing and adapting to the newest tendencies. The industry of tourism, which is now in a 
stagnation state, will reconquer its status of being an activity that generates significant incomes 
both locally, and worldwide.  

It is plain to see that not all touristic activities will survive and overcome this period, because, 
from the consumer’s point of view, this will count as an opportunity to choose precisely those 
touristic units, which are capable of offering a set of services no matter the context. Thereby, we 
will come once more back to the Darwinian principle, according to which the survivors will be the 
ones who can best adapt to their environment.  

In order to make a comparison regarding the negative impact of such a significant phenomenon, 
we could analyze the impact that Ebola had upon tourism in Sierra Leone; in 2013-2014 the 
arrivals had decreased with 50%, whereas the pre-epidemic peak of the arrivals has never been 
reached ever since. The general GDP immediately dropped with 1,6% as a consequence of these 
imbalances.  

 
2. Literature Review 
 

Tourism has always counted as one of the most important industries worldwide and one of the 
most significant employers in the whole world, by reducing a series of imbalances at a higher scale, 
ensuring the balanced money currency and leveling away the inequalities among different countries 
or geographic areas which have had a different development.Tourism has become a success story 
of modern times (Simion, 2013). Except for the economic advantages, tourism has always played a 
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significant part when it comes to solving some social problems such as the ones concerning the job 
deployment or the decrease of unemployment. The tourism industry has become the appanage of 
the developed countries, the ones that devise their economy based on the activities from the third 
sector. Tourism is a Triptych activity: economical, social and holistic (Petrescu, 2010). 

In order to have a better understanding of the impact, which the tourism industry has upon 
global economy, we could analyze the data offered by WTTC. Hence tourism offers a job to 1 out 
of 10 people worldwide and generates 10,3% of the global GDP. WTTC also came up with a 
comparison between the tourism growth and the economic increasment generally speaking, thus in 
2019 tourism had an increase of 3,5%, whereas the global economic growth counted only 2,5%. 
Tourism is obviously also a very important employer because it is the ally of the most significant 
governments when it comes to fighting unemployment. In this context, we should understand that 
economy cannot be perceived anymore as having nothing to do with tourism, and that economy 
will not be able to recover without investing in tourism. 

 
3. Tourism -  Before and After 

 
Apart from the countless gains that come with tourism, one of the most important aspects refers 

to the fact that the services, especially tourism, cannot be perceived outside the human resource. 
The activity per se means human interaction, comfort, leisure, leaving the daily activities and 
technology behind, thus the human factor becomes extremely important in what the achievement of 
the touristic service is concerned.  

Customer orientation starts from the front-office service, respective from the services provided 
by the staff placed in direct contact with all the customers of the hotel unit (Oltean, 2013). If until 
now this was perceived as being a significant advantage, because the labor force was not threatened 
by industrialization or  by the technological progress, which would be unable to replace the need 
for human interaction, not to mention the job reliability, the predictability of the sector that is in a 
continuous development, attracting a significant labor force; at the present time the context comes 
with an unprecedented turnover of all the theories referring to the tertiary sector, especially to the 
area of tourism.   

There is a positive aspect that can be spotted in the fact that all accommodation units have a 
new start, a restart, a starting point, thus cancelling the differences between them caused by the 
seniority, notoriousness, prestige, the level of investment or size. We will witness a change of 
vision in that the way of making tourism is concerned, because the larger accommodation units 
could be perceived as being risky because of the large number of tourists they accept, whereas the 
smaller units will count as being safer. Nonetheless, there will be certain rules concerning a certain 
number of tourists accepted, thus leading to genuine imbalances for this type of units which will 
have to face a lack of coverage of the number of available rooms, by also generating higher fixed 
costs, which will prove to be harder to cover.   

Under these circumstances, my opinion is that the smaller units will draw more of the clients’ 
attention upon them, who will prefer isolated and smaller locations, with a lower touristic potential. 
Good opportunities will also be possible for apartments or the villas rented as a guesthouse 
accommodation, and the investments would mainly be in single cabins and not in great hotels. This 
way, the small entrepreneurs will have their advantages, especially the local entrepreneurs, who do 
not have the means of putting together touristic cities, but can only deal with small units. This is, 
therefore, an opportunity for the local economy to become stronger when the usual threats are no 
longer present.  

Tourists will no longer choose hotels that offer various facilities such as swimming pools, spas 
or other vacationlands that would imply the presence of a large number of people, but will rather go 
for outdoor activities such as hiking, cycling, exploring nature and other less familiar areas.  

Another aspect that will become very important will be the one referring to the sanitary 
conditions offered by each location; hence, the customers will no longer take into consideration 
that much the means of entertainment, but rather the aspects concerning the sanitation safety. 
However, this aspect will have certain connotations at a higher scale, because not only the 
accommodation unit has to comply with certain standards, but also the area to which it belongs, or 
even the country where it is located. Therefore, the countries with a good sanitation system will 
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have a solid advantage compared to the countries that have a different sanitation system. The 
current pandemic did nothing but to point out a series of negative aspects, weaknesses and 
shortages of the countries with a significant touristic potential such as Italy or Spain. A poor 
medical system will surely lead society to stigmatizations, negative tags, and uncertainty. The 
tourists’ anxiety rate and this kind of negative images will lead to the decrease of the number of 
requests.  

In this respect, each and every country whose economy is mainly based on tourism or that wants 
to reach a certain level of development with the help of touristic activities, will have to bear in 
mind not only the development of the tourism industry, but also the development of the health 
system, which will be closely related to the touristic activity. The importance that the health system 
bears at the moment will have a significant echo in the minds of the potential customers for a long 
period of time and many of them will have to put many efforts into improving as much as possible 
the negative image built throughout this period because of the media.  

Another aspect refers to merchandising the all-inclusive offers, which inevitably apply the 
technique of the open bar. It is hard to believe that such offers that usually mean bringing trays 
with food to a large number of tourists will ever be preferred for the next holidays. Although it is a 
very profitable option for the hotel-keepers to cover the costs, it will be rejected by the tourists, 
who are reluctant to having any activities in common. It could also be a customer emancipation, 
because they will challenge a series of procedures, customs, and service types or will refuse any 
type of tourism that could endanger their sanitation safety.  

Another request of the tourists will definitely refer to the staff who should display efficiency, 
safety, confidence. Thus tourism and the sector of services will no longer be an outlet for the 
unprepared labor force, but, on the contrary, it will be a sector where, apart from the professional 
training, will also take into consideration other conditions concerning the physical appearance, 
vocabulary and even health condition. The staff will be periodically tested, and the physical 
appearance will match the idea of safety and professional training. Even though this is a surreal 
scenario, we will witness a replacement of the staff in the accommodation units with robots. The 
concept of Henn Na Hotel - hotels staffed by robots- in Japan underlines a commitment to 
introducing state-of-the art technologies in order to maximize excitement, efficiency and comfort 
for the guests. Amongst other innovations (e.g. voice- and face-recognition), this hotel is mainly 
staffed by robots. (Papathanassis, 2017). There will be a series of methods of replacing the staff in 
the accommodation units that will undergo some investigations and this activity will probably 
gradually lose one of its most important characteristics, i.e. the inseparability of this service from 
the human resource acting as a service provider. According to World Economic Forum’s (2017:05) 
latest report: Intelligent automation will change the nature of some travel jobs and eradicate others 
altogether. 

The employees in the tourism area will also start feeling some sort of anxiety, and, because 
most of them are season workers and have no financial support during this period precisely due to 
the seasonal character of tourism, they will ask for long-term jobs throughout the year. In this case, 
the smaller businesses will take the advantage, such as family businesses, that, even though they 
have a small capacity, are available throughout the year, and in this way, the employees have a 
steadier job. Other bigger businesses will be affected by their seasonal activity and they will not be 
able to keep a large number of employees throughout the year. Having more and more new 
employees from time to time will lead to a poorer service quality. Probably the technological era, 
Homo Technium, which is so criticized by some people, but so cherished by others, it is more real 
and actual than ever.  

The niche tourism will have an exponential growth, aiming at certain social classes. In this way, 
there are other more modern types of tourism that will develop, which are now in the project phase. 
Therefore, spatial tourism might become one of the types preferred by the tourists, or even the 
sustainable tourism, that targets areas, which are less accessible for smaller and smaller groups of 
people, in order to encourage the idea of sustainability. 

This period of social distancing will turn us from the once social beings into solitary human 
beings, who will find their own hobbies and ways of spending their free time without the presence 
of a large number of participants. This will be a moment of reshaping the general perception in 
what the urban agglomerations are concerned, which were once preferred by the tourists, and the 
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idea of introspection, solitude and social distancing will continue to live among us for a long period 
of time, even after these times will have passed. It is very likely for us to witness a new type of 
tourism, i.e. the single type of tourism (solo tourism), which means that, even though people will 
travel with groups, they will go for the single rooms, except for couples. Hence, we will have a new 
area of tourism which can point to the accommodation units that offer facilities for single rooms 
and a variety of other room types designed especially for a single person, with facilities and the 
comfort that could satisfy a single person, but which also have convenient merchandising 
conditions for a single person, i.e. lower prices.  

Another important area for our country, and not only, that could be exploited considering the 
actual situation refers to the diaspora tourism. This type of tourism is defined as being “the travel of 
people in diaspora to their ancestral homelands in search of their roots or to feel connected to their 
personal heritage” (Huang et al, 2013). This category of tourists, which is specific to Romania, 
continues to visit its homeland and to lead to a substantial increase of the economy of tourism.  

The strategies will be plainly combined in order to help tourism survive, but what it is plain to 
see is the fact that none of the future strategies will be similar to the ones adopted during the years 
2009-2010 after the financial crisis. During that period, the strategies based on the volume had a 
serious development, such as the city break offers, which will fail to work this time. Suck 
packages, which mainly refer to weekend tourism, or, the way they used to call it before, a 
recession tourism, would lead to an overcrowding during weekends, and, as mentioned before, the 
overcrowding will be the prerogative of the failure of any activity.  

Another solution they came up with then aimed at the price drop, in order for each social 
category to afford tourism and, in this way, the hotel-keepers would also have their gain out of the 
large number of tourists and not thanks to the prices they have.  Such a strategy would clearly 
imply the existence of a crowd, which would definitely not be appropriate in the current situation. 
It is most likely that the prices will be higher than the previous ones, thus the organizers will make 
their profit out of the higher prices, and not out of the volume. Most probably there will not be a 
large variety of services included, a lot of them being against the idea of social distancing or just 
expensive.  

In order to make new predictions, we must take into consideration also the North-South polarity 
and the disparities between the two regions, but also the way in which they will influence the 
economy. While the North will overcome this phase easier, by increasing the prices of the touristic 
services and aiming at a part of the population who has been less affected by the crisis, the South, 
which is already strongly affected and arising mistrust among the tourists, will have to lower the 
prices and improve its offers, in order to attract the tourists; to cut it short, it will buy tourists, not 
only in order to count with some incomes, but rather to overcome the anxiety caused by this 
situation.  

The current situation should not count as a global decrease, but as a possibility of starting anew, 
of reconsidering certain touristic habits and exploiting new niches or resources.  

This is concurrently an extraordinary possibility for the development of the inland tourism. 
Taking into consideration the fact that many countries which most people would chose as a holiday 
destination will be reluctant to receiving tourists from other countries for a long period of time, this 
will be a perfect time for the inland tourism, because countries with a lower touristic potential will 
be able to still receive tourists. Many tourism professionals have already identified Romania as the 
country with the highest potential in Europe regarding the development of rural tourism as a major 
source of income, both for investors, as for the budget of the country; (Tureac et al, 2008). 

Certain behavioral tendencies of the tourists should be speculated, such as: the wish to discover 
the local culture, the wish to get to know the customs, the traditions, tasting the local cuisine, 
becoming familiar with the local cultural events, the folk costumes, the activities or games that are 
specific to that area, all of this is a new way of learning, growing, getting to know and being 
amazed at new things, of acquiring new abilities. Tourists can be involved into a series of activities 
specific to a local area, among which the local cuisine could also count.  

It becomes clear that the Romanian educational system should also be changed, in order to train 
the future labor force in the tourism area. Taking into account the fact that Romania had, according 
to the World Tourism Organization, 3 times less tourists than Bulgaria in 2018 and 6 times less 
than Hungary, we must become aware of the fact that there are many factors leading to such a 
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disparity compared to our neighbors; and, apart from other deficiencies, the one related to 
education could bear a relevant significance.  

This kind of approach could bring back to life the inland tourism, especially the rural tourism 
and the agritourism, which have been less exploited so far. However, this situation must be handled 
with care, the organizers should care more about making the tourist want to come back and not 
about the quick recovery of their losses. They should not take advantage of the current situation, 
but rather see it as an opportunity to prove that there are also other countries, which can handle 
tourism, and that inland tourism is a viable possibility. After this downfall, we could witness a 
recovery of the tourism industry and even a significant increase of the GDP obtained from touristic 
activities. My opinion is that this break should have a considerable contribution to the growth of 
the local economy, to rediscovering the national touristic potential and even to suppressing the 
power that the great hotel chains have had so far.  

Another threat against the industry of hospitality concerns the temporary incapability of 
organizing events with a large number of participants, events such as conferences, symposiums, 
congresses, job fairs, fairs and exhibitions. Even in this case there is a problem which will also 
cause some inconveniences to the great chains of accommodation or service units, because this 
type of events required first of all space, urban areas, central areas, a good positioning which 
facilitates the transportation with different means of transport in common, but also the existence of 
various leisure possibilities. Not to mention the prestige and the notoriousness of the organizing 
units which are specific to the great hotel chains. Once we will consider them as being advantages, 
these facilities will be perceived as being negative aspects for the great hotel chains, which will 
make their revival even harder. Fastuous events will now be held online, and step-by-step 
technology will also conquer this area of the tourism. “Beyond mainstream tele-conferencing and 
video-communications, 3D-holograms and telepresence devices promise to eliminate geographical 
distance enabling travellers to be virtually present in any location at any time. Telepresence 
devices, Unmanned Aerial Vehicles combine tele-conferencing and mobility-technology to create 
personal avatars, allowing travellers and interactively visit attractions while being physically at 
another location” (Rutkin, 2015). 

 
4. Conclusions  

 
As a conclusion, we should consider the current context as being the catalyst for a new 

beginning, for rethinking the society nowadays and its organization, but also a rethinking 
of what the industry of hospitality means.  

We will thus witness a leveling of the disparities between the great hotel chains and the local 
accommodation units, which can also count as a positive aspect for the local economy. As 
previously mentioned, the advantages of the great accommodation units, such as a high 
accommodation capacity, notoriousness, being placed in the middle of crowded areas, will be 
rather perceived as disadvantages. There is also a way for the smaller local companies to easily 
develop by attracting a constant customer flow. Another favorable aspect refers to allowing new 
entrepreneurs to get to know the market; because the market is in search of new solutions, the new 
entrepreneurs will no longer feel intimidated by the greater companies, which generally had the 
tendency of taking over the whole market and establishing the prices based on the advantages that 
the mass tourism provided them with.  

We have noticed that a new national strategy will actually be a series of directions for which 
responsibility has already been taken. The rethinking of tourism does not aim only at the 
development of the accommodation units, it should rather be a reconciliation of the government’s 
efforts, the educational system, the health system, the infrastructure, the level of digitalization and, 
to a higher extent, a change of mentality.  

The strategies will focus on the idea of distancing, a reduced volume, digitalization, the 
exploitation of some niches which favor the outdoor activities, a health system related to a well-
organized sanitation system, the discharge of mass tourism, the intense promotion of smaller 
accommodation units that are not that notorious, being more open-minded, but also the exploitation 
of certain types of tourism which are less known on Romanian territory (rural tourism, the diaspora 
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tourism).  
In other words, it has been proven that the success recipes based only on the current reality or 

on a static evaluation by bearing in mind the situation from the past years have no solid base. That 
is why the organizations should count on flexible organizational structures, on abilities that are 
related to the ones specific to this area such as imagination, creativity, and they should shape a type 
of management focused especially on prediction, thus granting a certain importance to the 
management of the organizational change.    
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Abstract 
 

This paper presents a review on the roles of the chaplaincy service, customary met in the Navy. 
The aim of the research is to understand and explain the institutional duality of chaplains using 
ethnography and auto-ethnography as research methods for approaching contemporary issues of 
chaplaincy.  

 
Key words: ethics, Navy 
J.E.L. classification: N3, N30 

 
 

1. Introduction – What are Navy chaplains? 
 

It is expected for states bordering the ocean or sea to have a credible and well-structured naval 
force, with a fighting power commensurate with its responsibilities of protecting the national 
sovereignty. In the context of the contemporary evolution of the security environment, global risks 
and international tensions, the maritime power of a country bordering water areas is a factor of vital 
importance. From such point of view, the Naval Forces, also called the Navy, represent a main 
pillar for a nation’s security and stability, having the role to plan and implement a coherent defense 
policy.  

The chaplain is a representative of a religious institution designated to perform religious 
services to lay institution. 

 Usually, chaplains are designated to perform religious ceremonies and service to hospitals, 
military institutions, prisons, education centers and to diverse socio-cultural facilities. They have 
the ability to attend to the needs, spiritual well-being and relief of persons working within such 
institution or centres. 

Some of the principles of the Chaplain Mission include ministry activities, as providing 
religious teaching of beliefs, leading religious services (weddings, baptisms or funerals); providing 
spiritual guidance to the community and support to those of similar faith and facilitating religious 
requirements of those from all faiths, caring for all service members and their families, including 
agnostics or ateists, ensure the free exercise of religion.  

Back in the history, the cappellanus (chaplain) was a priest with dual function and role in the 
Middle Age, as being member of one institution - the church while serving in another institution - 
the king’s army (Morgan, 2008) and in contemporary times, the state army or navy. 

In the United States, the Navy represent the US military service dealing with combat on water 
(ocean, sea or river). The United States Navy Chaplain Corps is made up of over 800 Navy 
Chaplains (having also the noncombatant role of Navy officers) preaching more than 200 
denominations (different faiths) (Corbel, 2020).  
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2. Research methodology  
 
In this paper we propose an analysis based on the use of auto-ethnography research method for 

approaching and analyzing chaplaincy. For this study we have used as main reference the model of 
auto-ethnography method of research used in chaplaincy analysis by C. Swift (2009), applied for 
the analysis of chaplaincy in hospital facilities.  Ethnography (<gr. ethnos = ethnic and graphia = 
written) is a science that classifies the peoples of the world and follows the evolution of their 
cultures, morals and their way of life as well as their mutual cultural-historical networks. It is also 
studied the composition of groups of individuals, their origin, how and why they spread. 
Ethnography is used in anthropology and sociology.  

In corporate research anthropology, ethnography is used to understand how people live their 
lives and how is shaped their behavior in regard to a product or a service, e.g. by visiting 
consumers (of a product, service, TV program, commercial etc.) in their homes or working places, 
for observation of their behavior, way of thinking and attitudes, similar to the observation process 
occurred by watching a reality TV show.  Such observation is necessary to understand how 
customers would use a new product and how much value such product can bring in their daily 
lives. Data collected is further used for adapting products or services to dynamic markets 
(Anderson, 2009). Contemporary tools of ethnographic research are: collecting data from social 
media analytics or from eye tracking devices, scrapbooks, online market research forums, Vox 
Pops videos where participants record short video messages to show how they use products or 
make things happen. Other tools include online diaries and blogs for collecting data (FlexMR, 
2018). Ethnographic data can be collected through the life history process. Biographical narrative is 
used as a means of designing multi-sides research (Marcus, 1995, p.109). From the market research 
perspective, one of the objectives of ethnography research is “to gain insights into how users 
interact with things in their natural environment” (Experience UX, 2019). Autoethnography is “a 
research method and methodology which uses the researcher’s personal experience as data to 
describe, analyze and understand cultural experience. It is a form of self-narrative that places the 
self within a social context.” (Campbell, E, 2015, pp. 95-105) that involves self-observation, as 
well as reflexive investigation (Maréchal, 2010) of various aspects of contemporary life. 

 
3. Theoretical background. Institutional duality of chaplains 
 

Institutional duality of chaplains is reflected as they are members of two institutions: the 
religious institution and the military.  

Chaplains are unique in the military as they are commissioned as military officers, the only 
group of officers whose activity is of non-combat and whose primary identification is with a 
nonmilitary institution. The second unique dimension is of their church or religious institution, 
being the only large group of clergies who are commissioned as officers in a military institution. 
Chaplains are non-combatants as defined by the Geneva Convention (Corbeil, 2020). 

The status of chaplains and other religious personnel is explicitly mentioned in the international 
treaties and conventions. 

Chaplains are included in the same neuter sector as military medical employees, when is 
required their service and assistance for the wounded or persons in need (UN, 1864). In the 
amendments from the 6th of July 1906 is required the same respect and protection under all 
circumstances for military chaplains. They will not be considered prisoners of war if they are 
captured by the enemies. 

By consensus, religious personnel refers to “military or civilian persons, such as chaplains, who 
are exclusively engaged in the work of their ministry and attached: 

• to the armed forces of a Party to the conflict; 
• to medical units or medical transports of a Party to the conflict; 
• to medical units or medical transports described in Article 9, paragraph 2; or 
• to civil defense organizations of a Party to the conflict” (UN, 1949; 1977, p. 68). 

Several other legal or military documentary resources define what chaplains are, their status and 
their role, as mentioned in Table 1 below. 
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Table no. 1 Institutional framing of chaplains in international law and military manuals  

 
Source: ICRC IHL Database 
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C. Swift, a chaplain himself, has used ethnography and auto-ethnography while researching the 
institutional duality of chaplains (from the church dimension and from the hospital facility 
dimension). He developed a self-narrative frame, containing carefully-structured observation of the 
events he has encountered within his job, with the purpose of analyzing the contemporary issues of 
chaplaincy within the English health system. He has observed and collated his own observations of 
different hours over a number of successive days (e.g. day one 08.30–09.30, day two 09.30–10.30 
etc.) and used them in a critical narrative analysis for a better understanding of chaplaincy crisis. 
He has described some of the customary activities of a chaplain working in the hospital, e.g.: 
blessing a fetus in the mortuary prior to its burial, paying a return visit to a patient or a request for 
urgent baptism in the case of an expected baby death, in order to underline the stressful and 
conflictual aspects of chaplains working within the sanitation facilities. (Swift, pp.106-124) 

Compared to the perspective of hospital chaplains, the activity of military and navy chaplains 
requires much more insight, considering the high level of risk and insecurity the chaplain is 
affected of, during deployment in war affected zones. Swift work is useful as a primary reference 
for the use of auto-ethnography in the study of chaplaincy, and also as important basis of 
understanding the specificity of chaplaincy religious mission and career. 
 
4. Comparison between the roles of the Navy chaplain and the chaplain in civil maritime 
transport 
 

For better understanding the chaplain’s role in the military, beside scientific literature review, in 
this paper was considered ethnography research using review of published media in the period of 
the Second World War e.g. articles and commercial advertisement in Life magazine from 1944, 
describing war episodes from the point of view of military participants (officers, enrolled personnel 
etc), as well as the analysis of commercials, ads and other edited contribution in such publication, 
reflecting the behavior of consumption in the United States society during the war (Life, 1944). We 
emphasize the necessary role of religious personnel deployed in military zones, as spiritual relief 
companion during war episodes.  

The main role of the navy chaplain is to serve the spiritual or spiritual-connected needs of 
individuals, i.e. of the employees of a served lay institution. The chaplain is proceeding with 
pastoral and sacramental needs of service members. Such responsibilities are similar to the tasks of 
civil chaplains in maritime transport.  

Both navy and civil chaplain interacts as moral leaders and spiritual authorities with individuals 
of diverse faith (Christian, Jewish, Muslim, Buddhist etc.) in guiding their fair and moral behavior. 
However, in the case of military operations, the level of encountered risks and stressful situations is 
much higher.  Especially in risky moments as the hazardous situations during military operations or 
under terrorist attacks, the chaplain has the crucial role to ease the stress, the panic, spiritual 
blockage or the personal struggle of the individual and to provide guidance for finding crucial 
answers for critical questions. While military risks are specifically for the military domain, other 
risky situations can occur both in military or civil maritime transport: meteorological risks as 
storms, ship grounding or capsizing, fire etc. A somewhat similar perspective between the military 
and the civil maritime environment can be met when piracy occurs and combatant force and actions 
must be unleashed. In fact, it is accustomed for military ships to intersect in civilian cargo transport 
and join cargo vessels for protection when traveling in zone with high riskes of piracy. Another 
stresfull situation where is manifested the necessary role of chaplain is during the ceremonies for 
the deceased, when occurred on board vessel, especially when is lost a member of the crew and the 
members of the crew are emotionally affected by their loss. 

However, the need to perform religious rites is not manifested only during harsh moments as 
war, military defence or military attacks, but also in joyfull situations as the weddings ceremonies, 
baptism or during daily worship services. For example, base chaplains offer diverse marriage 
choices, including religious or non-religious, casual, civilian-formal, and military-formal. 

Another key role of the navy chaplain is of counseling ship members and navy personnel, by 
providing assistance and guidance in solving personal, social, or psychological problems and 
difficulties occured by the naval duties or within the naval environment. 
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The role of religious educator is planned and implemented in organising education programs for 
navy personnel, e.g. Sunday school or educational activites for youth. The chaplain has also the 
role to train and educate lay leaders and to give them guidance and ethical advice. Chaplains can 
also organise conferences on religious or ethical topics. 

The chaplain also has to visit and provide spiritual care to injured or sick personnel hospitalized 
in millitary/ navy sanitary facilities and hospitals. The role of spiritual adviser is reflected not only 
for the affected personnel, but also within the social network of the affected, as the family, relative 
or friends. 

The chaplain must ensure that free practice of religion is entitled for all navy employees, while 
understanding the needs and challenges of the personnel and providing for them a model of 
religious leadership and moral strength. In the Navy, the chaplain has to offer even personal advice, 
often so necessary in the closed space of the ship – perceived as total institution. Another important 
role is providing psychological and spiritual support for young people in their first voyages away 
from home. 
 
5. Conclusions 
 

The role and institutional dualism of chaplains is a domain that needs further research for 
understanding if chaplains have an important role in the current society, or whether their role is 
emphasized only during difficult and stressful moments, as wars, conflicts, pandemics etc. 

 In this paper is described a small scientific contribution as part of the PhD research done for 
studying chaplaincy. 

The authors have described the methods of ethnography and auto-ethnography as research 
methods encountered for better understanding chaplaincy within the cultural experiences of a social 
context. The focus of the paper is placed also on describing the institutional duality of chaplains: 
the perspective of the church institution, providing basic religious knowledge and training to the 
chaplain, and the deployment environment (battlefield, military operations place or hospital) where 
the chaplain must deliver and accommodate the religious service.  

A further development of the research is necessary for better exploring the need of employing 
chaplains in the maritime transport, e.g. for the need of religious services delivered in ports and in 
surrounding areas, for the well-being of navigation personnel and crew. 
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Abstract 
 

Fair Transport represent a contemporary social movement whose aim is to highlight the 
necessity of promoting better conditions of work and employment in transport. Also, a focus is 
placed on environmental protection and on the quality of transport services. There are currently 
ongoing campaigns of international federations and associations of workers in transport dealing 
with such movement but the roots and causes for such movement date back to early times. This 
paper has the aim to investigate the role of religion in such international social context. 

 
Key words: equitable employment, ethics, European Transport Workers’ Federation (ETF), 
International Transport Workers’ Federation (ITF) 
J.E.L. classification: N3, N30   

 
 

1. Introduction 
 

Fair Transport represent a complex social movement aiming in attracting attention to several 
issues of transport, as: equitable employment, decent work conditions, environmental protection 
and quality services of transport.  

The social movement of Fair Transport emerged from a pan-European action designed in 2018 
by the European Transport Workers’ Federation and is currently reaching an international, global 
response to the stringent needs of millions of transport workers for better work conditions and fair 
access to employment in the sector. The movement does not reflect only an acute manifestation of 
contemporary issues. The causes and the roots for such global movement are identified in a distant 
temporal context in history.  

The aim of this paper is to establish evidence for a historical relation between religious beliefs 
and the ethical development of the transport sector. 
 
2. Literature review on equity and ethics in transport 
 

In this paper we use the term equity referring to transport ethics, with the understanding of being 
fair and impartial. The term transportation equity regards justice in urban transportation (Sanchez 
et al, 2017), although the term can be easily expanded to any type pf transport, no matter where is 
concentrated or when.  

Although the definition of transportation equity might be updated in distance and in time, it is 
considered that an equitable transportation system should imply: 
• equal transport opportunities for public  
• public accountability  
• financial transparency 
• high-quality services for all communities 
• adequate planning and governance of transport facilities, as “to revitalize poor and minority 

communities and to expand transportation infrastructure” (Sanchez et al, 2017). 
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The relation between equity and transportation planning was also raised since the passage of 
Civil Rights Act of 1964 (Title VI) and the subsequent Department of Transportation directives 
(Golub et al, 2014, p. 10). 

An analysis on the relation between social equity in urban transportation planning, environment 
and equity objectives indicate that “there has been significant progress since the early 2000s in 
acknowledging social equity issues as being important, and articulating social equity in addition to 
environmental and other goals and objectives” in the case of North-American policies for urban 
transport (Manaugh et al, 2014, pp. 167-176). 

K. Martens (2017) has developed a theory of fairness in the domain of transportation and tried 
to define what is a fair transportation system, from the users’ perspective. He analyzed the 
principles of justice in transport, emphasizing accessibility, starting from the observation that, in 
the last decades, transportation planning and policy are related to the performance of the transport 
system rather on the issues of persons using the transport system. Over time, stringent inequities 
and social disparities emerged. A set of principles of justice are proposed in a new approach for 
transportation planning (Martens, 2017, pp. 5, 149-180). 

In particular, in maritime transport are analyzed four dimensions of fair transport, as 
questionable quality of service and environmental impact is added to gender bias issue and decent 
work conditions needed in transport. There is established a correspondence between maritime fair 
trade and maritime fair transport and are disseminated the results of a pilot study on the perception 
of consumers in boycotting products that are not transported by fair transport companies. 
(Dragomir et al, 2019, 272-277). 
 
3. Research methodology 
 

The research methodology of the paper consists in identifying evidence and premises for the 
ethical role of religious percepts to fair transport. For this desiderate, we have considered an 
historic approach of the ethical background generating contemporary fair transport movement: the 
ideology and ethical theories used as backbone for understanding justice and equity in transport. 

We have made a religious and socio-economic approach on the ethical theories enlisted in a 
study by Pereira et al (2016) on justice and equity in transport. We have established a connection 
between the 5 theories of justice and equity in transportation: utilitarianism, libertarianism, 
intuitionism, Rawls’ egalitarianism and capability approaches, their impact and implication in the 
development of society and further, we have identified similarities or common points between the 
analyzed ethical theories of justice and main aspects of Christian religious percepts. Results are 
synthetized in Table 1. In the last part of the study we concluded observations between similarities 
and particular aspects of theories of justice, religion and their implication connected to transport 
evolution and fair transport. 

In Table 1 below we have described the main particularities for the key theories of justice, as 
approached by Pereira et al (2016, pp. 1-22). 

 
Table 1. Relation between ethical theories of justice and religion 
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Source: Authors’ contribution 
 
Based on the reviewed literature on the five theories of justice, as synthetized in the table above, 

we have delivered a critical evaluation of the concepts analyzed and we have concluded the 
following findings related to common ground of justice theories and their relation to religion. 

1. All the analyzed ethical theories have long historical origins. However, their expression is 
manifested more accurate and epistemologically in society around the 18th-19th centuries.  

2. There are several schools of thought with a diverse approach of the basic theory. Such 
schools have re-interpreted the primary theory, leading to further evolution in the thinking 
and understanding.  

3. Contemporary perception of the analyzed theories is influenced by the societal, political, 
technological and economic context.  

4. All the theories of justice face criticism. For example, in the case of utilitarianism, criticism 
underlines the possibility to disadvantage individual rights of a minority, if such decision 
brings more benefit for the majority. Applied to transportation, we can consider the case of 
allocation of urban transport routes in the city centers while neglecting suburbs routes; 
higher fees for transport affecting the unemployed or the low-incomed beneficiaries of 
transport.  

5. A criticism to intuitionism is made around the existence of objective moral truths exist, as 
well as the process of moral intuition. If all humans would prove intuitionism, then 
everyone would reach the same moral actions and results of thinking.  

  
4. Findings 
 

Analyzing the five justice theories in relation to fair transport we have observed evidence in 
supporting the assumptions that fair transport has historical background in ethical theories of 
justice and such theories are related to the religious percepts of free will, human rights or moral 
truth. 

Applied to fair transport, utilitarianism, on one hand, will justify human need for equitable 
employment and decent work conditions as right actions having as consequence achieving 
happiness. However, in relation to fair transport, the discontent that led to contemporary fair 
transport campaigns might have evolved from the focus of the head or administration of the 
transport companies placed on the utility of the transport (moving cargo or passenger for a place to 
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another) and on the utility of the business output (obtaining profit) instead on the utility and 
satisfaction that a transport worker would benefit as being employed in the transport company. 

In libertarianism is approached the idea of mutual aid and charity to alleviate poverty, hence the 
contemporary association in unions, non-governmental organizations and federations of transport 
workers for mutual aid and strength in solving affecting problems, e.g.: European Transport 
Workers’ Federation (ETF), International Transport Workers’ Federation (ITF) which have 
generated fair transport campaigns. 
 
5. Conclusions 
 

Fair Transport represent a contemporary social movement whose aim is to highlight the 
necessity of promoting transport justice, equity and fairness (Dragomir et al, 2019, 273). Our study 
indicate that such new paradigm met in transport is based on principles of justice, inexhaustive 
discussed in this paper, and also is influenced by some religious interferences. 

 Based on the reviewed literature on five of the theories of justice, we have established a 
common time period when the analyzed ethical theories started to manifest an impact in the society 
(around the 18th-19th centuries. The basic theories are re-interpreted in time and their public 
perception is influenced by the societal, political, technological and economic context. 
Utilitarianism thinking stands for the justification of equitable employment and decent work 
conditions as right actions having as consequence achieving happiness. The ideas of mutual aid and 
charity met in libertarianism stand for the contemporary action of federations of unions tackling 
work problems of transport employees. 

Further research can expand the analysis by approaching ethics in the relation between equity in 
transport and certain types of religion, beside Christianity. 
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Abstract 
 

The present study is focused on the public sector employees’ perception on telecommuting 
during the COVID-19 pandemic, as well as the subsequent ways of measuring the personnel’s 
productivity and related work performance indicators. We rely on the world’s largest public 
organization’s evidence associated with the mentioned topic and discuss the various challenges 
related to the new way of working, undergone by both the employers and employees in order to 
move forward during austere times. Findings suggest that while telecommuting has proven to be a 
reliable solution in the public sector for continuing to deliver on its mandate, the subsequent 
productivity deteriorated in relative terms as compared to the “in-office” efficiency of the public 
servants. The main reasons, mechanisms and paradigm changes are depicted and explained. 

 
Key words: telecommuting, COVID-19 crisis, productivity, public sector  
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1. Introduction 
 

The current crisis induced by the COVID-19 pandemic threatens not only our health but the 
society at large, in all its various facets. Worlds’ economy has already been negatively impacted by 
this unprecedented sanitary crisis, with a forecast of 0.4%-0.5% down on average on the estimated 
growth rate, amounting to 3.5 trillion U.S. dollars in unrealized economic output for 2020. Massive 
job losses hitting primarily the private sector have equally paralyzed the most and the less 
performant economies, heavily burdening the economy and urging the governments to find 
solutions in order to sustain their impacted citizens. Effects are expected to be substantial 
especially in the economies bearing a significant informal sector, where social protection systems 
are non-existent or limited. 

The global nature of the current economic challenge, with simultaneous downfalls in both 
supply and demand, calls for a study of the way we work, how can we continue to deliver in times 
of unexpected types of restrictions, limitations, and social distancing. Such a study would give an 
insight into our sources of economic survival in times of future similar crisis and would restore 
confidence in our capacity as a society to react in constructive ways.  
 
2. Literature review 
 

Productivity is generally defined as a ratio of the output generated per unit of input. This is quite 
possible to quantify in a profit-based organization, as outputs are easy to define in quantitative 
terms. Since in the public sector, the national accounts close on a zero balance, the same indicator 
is less easy to measure. Even less in the absence of attendance as a primary factor for being 
productive by being present. Some authors circumscribe productivity within the concept of 
performance (Linna et al, 2010, Jackson, 1999; Stainer and Stainer, 2000; Madar and Neacsu, 
2010), going beyond in discussing the effectiveness of the work being encompassed in the public 
good and services delivery, while others (Boyle, 2006) relay for measuring it on outcomes achieved 
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by the public sector. Putnam (1993) on the other hand rejects the idea of including outcomes as a 
dimension in the productivity concept. The debate is far from being over, and new metrics may 
arise from a quasi-generalized telecommuting solution. 

Continuing to work despite the fact that people cannot go to work is not a new idea, since 
telecommuting as an alternate working solution has already been in place since the ‘70s, becoming 
a reality nowadays with a range of 10 to 12% of the employees telecommuting every day and 20% 
working remote on a regular basis according to a Reuters poll in 2012. This globally accepted 
flexibility constituted a solid basis to continue working during the COVID-19 crisis, where 
imposed social distancing seemed to be the most effective way to decrease the spread of the virus.   

Many authors (Woody, 1995; Hartman et al., 1991; Westfall, 2004; Neufeld and Fang, 2005; 
Bălășescu and Bălășescu, 2010; Dutcher, 2012; Anton, 2011) have studied the alternate ways of 
working and their outcome for both the employer and the employee even since such solutions 
began to be implemented throughout the world.  The initial incentive for their upsurge was related 
to avoiding traffic congestions at the peak hours, to lessen the car-related pollution into the large 
conurbations and, last but not least, to re-balance the life/work proportion for the increasingly long-
term employees (once the pensionable age kept on extending). Since nowadays’ technology allows 
for humankind to be able to perform the same tasks as requested at work – from home or another 
chosen location – the only missing factor was the judicial and contractual framework to adjust to 
this new reality. The basis for this new contractual context is mutual trust  

First of all, telecommuting cannot apply to all categories of remunerated activities. 
Fundamentally, the office-based and independent professions are subject to teleworking as an 
alternate solution, but the recent pandemic demonstrated otherwise: online schooling is one of the 
significant achievements and novelty solutions of continuity during this crisis. 

Secondly, the effects of telework as a solution are not easily measurable when it comes to the 
public sector, for example. Not even in solely office-based times, productivity as a quantitative 
indicator of the employees’ efficiency (Diewert, 2011, p.177) was not easily calculable, and 
specific metrics were lacking to be put in place (Drumea, 2016). Effectiveness thinking in the 
public sector (Linna et al., 2010, p.300) is a concept that has been introduced in empirical studies 
and surveys to bring clarity and to deepen the understanding of the concept. Measurement should 
produce information on productivity in relation to the objectives and strategy of the organization 
and in order to support them (Linna et al., 2010, p.306). Aggregated econometric indicators were 
constructed to link the total factor productivity rate of a sector (Hulten and Schwab, 2000) and the 
capital growth rate for the same (Holtz-Eakin, 1992). 

While telecommuting, the expected productivity which can be measured in terms of sectoral 
range as seen above is less easy to depict due to the immateriality of (public) output - which is of 
course detectable irrespective of the work (in persona or remote) - but also due to the less 
collaborative work that is provided. The lack of team effort is anyhow the main reproach that is 
often heard when it comes to telecommuting. If less collaborative work affects the generated 
outputs, qualitative analyses of the telecommuting process disclose „a perception of greater 
productivity, higher morale, increased flexibility and longer work hours due to telework” (Hill et 
al., 1998, p.667). 

Westfall (2004) advises that the telecommuter’s productivity is to be measured based on the 
following factors: “the amount of work; the intensity of work; the efficiency of work, and 
adjustments for additional costs associated with telecommuting” (IT and similar equipment, if 
provided by the employer). 

 
3. Research methodology 
 

The present study’s methodology is a combination of theoretical benchmarking found in the 
relevant literature and empirical approach, with a focus on the largest public organization in the 
world, the United Nations system. Its reports, surveys, public statements, and other forms of public 
communication issued during the recent sanitary crisis describe an interesting working 
environment, with many challenges but also with a mention of encouragement suggesting that 
telecommuting may become a sound way of working going forward. 
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Several elements were considered in order to modulate the productivity matrix, with negative 
and positive factors (Fig. 1), as depicted below. Surveys that went on capturing staff’s perceptions 
during this unprecedented confinement time, where the public organizations have not stopped 
working are a token of the fact that our society at large seems reassuringly prepared to face 
unexpected and untested difficulties and still being able to deliver in terms of public services, at 
least. 

The largest public organization’s experience within this new paradigm can serve as a future 
benchmark as well for the public sector in general, as well as for the private sector, where office-
based personnel’ inputs and productivity become increasingly challenging to measure due to the 
same difficulties as described in the case of the public sector. Moreover, telecommuting at 100%, 
for all personnel makes void the attendance metrics as the basis for any performance measurement. 
As obsolete as it may seem, the attendance is still quite utilized (formally and informally) as a 
metric for measuring performance in the public organizations. 
 
4. Findings 
 

In the two matrices we see that the main three areas of interest, both for negative as for the 
positive points are: the work/life balance, the communication and the induced anxiety of the 
personnel working from home. Of course, it is to be noted that not only telecommuting at 100% is 
responsible for the staff’s perceptions in this new situation, but also the fact that confinement was 
wide-ranging, comprising other aspects of the day-to-day life (cities lockdown and travel-related 
restrictions, severe limitation of circulation rights, social barriers and limitation of the 
communication).  

This brings our discussion to the personnel’s differences in perception between teleworking by 
choice as opposed to teleworking by necessity or even forcibly. Indeed, this is not to be ignored, as 
even if telecommuting may have been a valid option prior to confinement, and quite popular 
amongst the surveyed employees, once it became the only way to work, the general perception was 
revised.  

 
Figure no. 1. Core factors influencing telecommuters’ productivity during COVID-19 pandemic 

 
Source: Author’s conception  
 
While elements like schedule flexibility and informal communication may be seen as beneficial 

by part of the homeworkers, the same aspects are perceived as negative points by others. The 
flexible working hours, for example, turned into adverse effects when blurred lines between 
working and non-working time became frequent due to 100% telecommuting time. Also, routine, 
as a concept, noticeably blamed in “normal” times, seems to be lacking in the new arrangement, 
with disturbing effects. Overall still, the negative perceptions were largely outranged by the 
positive ones. The only ingredient that is missing from this analysis, with quite annulling effects is 
the resulting output, meaning the measured productivity.  
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On another note, productivity levels while teleworking vs. physical presence in the office may 
vary significantly. Indeed, for one given level of outputs and deliverables (productivity) in the 
public sector, can we guarantee that perceptions on telecommuting remain favorable? One can be 
satisfied to telecommute while focusing on the recognized advantages related to it: increased 
flexibility, the gain of time customarily wasted on commuting, improved life/work balance, etc.), 
but do the employees actually work as much as in the office? Declined results in the economic 
flows overall, pandemic related, can mislead the analyst, enticing conclusions towards a positive 
impact of teleworking on the actual productivity. This could be the case if we only take into 
consideration the qualitative analysis, hence the perceived inputs form the point of view of the 
telecommuters. On a quantitative approach, the results are significantly different, as tangible 
outputs measured in staff-hours for the administration saw fading curves once the confinement 
commenced. To make circumstances comparable, we must, of course, take out as factoring the 
slowdown of the activity overall, and we must measure the marginal ratio of elasticity between the 
outputs and the inputs. The reality strikes down as perceptions raise, with a diminished output of 
deliverables and a subsequently decreasing productivity indicator that could only partly be 
explained by the slope in the activity. The rest of the down-pace is most likely due to the 
decreasing productivity, despite perceptions. 
 
5. Conclusions 
 

As per our analysis, there is a definite mismatch between perceptions vis-à-vis productivity of 
the telecommuters and the reality of the same indicator as a functional tool in the public sector’s 
outputs. Although the public sector’s productivity is difficult to measure, and many different 
solutions were over the time employed to meet such objective, each organization found a way to 
keep aware of this indicator’s evolution. The recent sanitary crisis, which forced telecommuting at 
a 100% rate, offered the public organizations a perfect opportunity to test and conclude both on the 
opportunity to extend the telework at higher levels as well as to assess the productivity variation 
encompassed in the new paradigm. The results are expected to build-up as the “experiment” 
continues, but the first insights of the new context show fewer promising outcomes than projected. 
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Abstract 
 

 The interrelation research-development-innovation has proved crucial for raising the economic 
competitiveness. The comparative analysis of Romania’s competitiveness in the global and 
European context highlights significant gaps as compared with advanced countries, mainly in 
Research & Development intensity, quality of scientific research, innovative entrepreneurship, 
intellectual assets. The complexity of the business environment, the increasing economic 
liberalization, the intensification of competition, the rapid transformations in the technological and 
IT field, the demographic changes, the ecological problems caused by pollution and resource 
depletion and last but not least, the economic and financial crisis, are elements that impose, to a 
certain extent, a different way of leading and governing companies. Also, the current crisis has 
highlighted much better the negative effects generated by the institutionalization of a system in 
which power and skills are decoupled from moral responsibility and in which individual and 
collective responsibility are no longer a defining element of the business environment. 
 
Key words: competitivity, innovation, development, business ethics, European integration 
J.E.L. classification: M29, O00, R58 
 
 
1. Introduction 
 

Adopting a moral commitment and substantiating an ethical concept in companies in our 
country are essential in order to attract and positively involve all stakeholders: employees, 
customers, shareholders, creditors, suppliers, community, etc., being possible to obtain competitive 
advantages and consolidating a healthy economy. If these participants notice that as a result of the 
relationships they develop with a company, they are treated correctly and benefit from mutual 
benefits, ie the components of the ethical guide specific to the integrationist model are met, they 
will develop those relationships based on trust, loyalty and mutual respect (Aasland D., 2004). The 
knowledge of the rights, duties and responsibilities by each economic agent, will strengthen the 
structure of the links between a company and its stakeholders, leading at the same time to obtain 
competitive advantages (Acemoglu D., 2007). But the lack of trust leads, in economic terms, to 
additional costs. 

Innovation activity indicators are closely monitored and introduced in various reports such as 
the "Global Competitiveness Index" reported by the World Economic Forum, the "Knowledge 
Economy Index" measured by the World Bank, the "Innovation Summary Index" published by 
Eurostat, so they can compare the countries and their evolution, bringing useful information for 
political decision makers. Without trying to analyze all the indicators published or calculated by 
different international bodies, through this article I propose to highlight the main specific features 
of competitiveness in Romania (Commission, 2016). The motivation in choosing the theme comes 
precisely from observing the persistence of factors that have a negative effect on development, 
which continue to hinder performance, economic growth and keep us in the bottom of the rankings. 
Competitiveness is viewed and treated in various ways and by reference to multiple dimensions: 
globally, nationally, regionally or at company level (Barro R. J., 1991). 
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2. Literature review 
 

As of late, the entire world has gotten progressively interconnected because of the wonder of 
globalization. Nonetheless, regardless of how idealistic we will be, we can ascertain the advantages 
and the chance to take care to empower globalization. The European Union gives specific 
consideration to wonders and surpasses all endeavors with the goal that the positive viewpoints can 
be promoted and the negative angles limited.  
In the expansive setting of globalization, the Romanian open foundations are obliged to be lined up 
with the principles forced by the European Union or even to the universal guidelines. In the most 
recent years, the serious condition isn't just the inner one, national, it is broadened globally, and, at 
this time, this requires a progression of adjustments, changes, modifications, etc. Subsequently, it is 
important to examine the worldwide seriousness, idea strongly conveyed by the accompanying two 
global associations: The World Economic Forum (WEF https://www.weforum.org/) and the 
International Institute for Management Development (IMD - https://www.imd.org/).  

In this specific circumstance, we accentuate the importance of the Global Competitiveness 
Index, created by WEF and dependent on twelve systematic columns, which alludes to: Public and 
private foundations; Infrastructure; Macroeconomics; Health and essential instruction, Higher 
instruction and preparing; Market effectiveness; Labor advertise productivity; The unpredictability 
of the budgetary market; The innovation; The size of business sectors; Business Complexity and 
Innovation. 

Given the investigative columns recorded above, we underline the association between 
organizations, human capital, instruction, preparing and constant improvement, framework, 
innovation and advancements. It is an interconnected chain, from which no connection can be 
absent, in the event that we need things to work, from a hierarchical perspective. As a unit of 
proportion of the nature of human capital, the degree of general and expert preparing of 
representatives, proficient experience is utilized; number of recommendations made by 
representatives so as to improve the creation procedure or developments. 

Considering the way that we have recently alluded to the Institute for Management and 
Development, we consider that it is proper to bring into conversation a few angles identified with 
the way that there is a computerized seriousness characterization around the world, to be specific: 
IMD World Digital Seriousness Ranking. This pointer is significant in light of the fact that 
innovation and quickened changes in data and correspondence innovation not just influence the 
presentation of foundations and associations (open or private, by and large), yet in addition how 
nations, at the full scale level, realize how to get ready for what will occur later on. This is the 
reason most Governments put resources into the computerized economy. The marker we alluded 
above, dissects and assesses the limit of 63 national economies (counting Romania), on the best 
way to receive, execute and investigate advanced advances. In this way, as per the reports made by 
the IMD World Competitiveness Center, the appraisal of a national economy is breaking down 
from three points of view: information, innovation and future preparing in regards to the degree of 
preparing of Governments in abusing future computerized changes (and even in their level of 
adaptability in developments). 

Another viewpoint we need to examine is manageable turn of events, since intensity isn't tough 
without being related with this idea. The last arrangements with three columns, individually: the 
monetary column (which alludes to productivity), the social column (which alludes to government 
assistance, value and social equity, consideration and social solidarity) and the ecological column, 
which expects to keep up a steady normal asset base; biodiversity, staying away from over the top 
misuse of inexhaustible assets; biological effectiveness. 

In conclusion, we can say with certainty that the exigencies of the digital society made clear that 
human capital can no longer be just passive and receive certain information, but must become a 
conscious, complete and complex actor, to receive, acquire, transform their information and, relay 
the information in the form of in-depth and personalized knowledge on each particular case. The 
literature emphasizes that the economic performance of a country is a direct result of the quality of 
its human potential for research and development, and the experiences of the developed countries 
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(USA, Japan) have shown that the continuous improvement of human resources leads, in time, to 
the capacity development, national innovation and the competitiveness of the economy. 
 
3. Research methodology 
 

In order to base the research methodology on the project, we used classical observation and 
examination instruments, research methods based on the basic principles of scientific research. We 
used procedures based on factual analysis, intensive documentation at the level of internal and 
international literature, using the databases and the scientific material existing in the endowment of 
libraries of specific institutes in Romania and internationally. The methodology of the paper has as 
direct instruments the collection of data and information from the literature and from the existing 
practice in public and private institutions, but especially scientific articles published on specialized 
research networks (Research Gate, Academia.edu, etc.), articles published in various journals, 
relevant books in the field of reference, legislation, analyses and studies, official documents of 
various tax bodies, tax documents and interactive database of the National Bank of Romania, other 
relevant sources identified in the libraries: Academia Romanian, National Institute of Economic 
Research 'Costin C. Kiriţescu' (NIER), National Library, etc. Moreover, we analyzed the 
documents using the comparative, analytical, descriptive method, the no participative and 
participatory observation, and the use of a set of informational sources, the collection of financial 
data in the established databases. The work is also based on annual reports, publications, 
consolidated statistical data provided by the National Bank of Romania, the European Central Bank 
(ECB), the International Settlement Bank (BRI), the European Commission, OECD, published 
annually, data that have been processed for can provide a general and analytical picture of the most 
important changes taking place in the financial markets in the European Union as a whole but also 
globally - considered to be representative of the understanding of the phenomena studied, and 
especially in Romania. 
 
4. Results 
 
4.1. Romania's economic competitiveness at Global level  

In a broader sense, the World Economic Forum (2017) conceives economic competitiveness 
through the prism of a set of institutions, policies and factors that determine the level of 
productivity of a country, calculating a composite index (GCI - Global Competitiveness Index) for 
137 of economies, being built by aggregating the weighted average scores of the 12 pillars of 
competitiveness (Forum, 2020). 
 

Table no. 1. Romania in the global ranking of competitiveness according to the pillars related to 
innovation in 2018 
Pillar Subindices Maximum 

score 
Minimum 
score 

Romania 
Score 

Rank 
Romania  
(137 
countries) 

4th 
pillar 

Health and primary 
education 

6,9 3 5,5 92 

5th 
pillar 

Higher education and 
training 

6,3 1,9 4,4 70 

6th 
pillar 

Goods market 
efficiency 

5,8 2,8 4,1 92 

8th 
pillar 

Financial market 
development 

5,8 2,1 3,7 88 

9th 
pillar 

Technological 
readiness 

6,5 2 4,8 51 

11th 
pillar 

Business 
sophistication 

5,9 2,6 3,5 116 

12th 
pillar 

Innovation 5,8 2,1 3,1 96 
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12.01 Capacity for 
innovation 

6,2 2,2 3,7 109 

12.02 Quality of scientific 
research institutions 

6,6 2 4 57 

12.03 Company spending 
on R&D 

6,1 1,9 2,8 110 

12.04 University-industry 
collaboration in R&D 

5,8 1,9 3,1 97 

12.05 Gov't procurement of 
advanced tech. 
products 

5,5 1,8 2,3 133 

12.06 Availability of 
scientists and 
engineers 

6 2,2 3,8 80 

GCI Aggregate index 7 0 4,3 68 
Source: World Economic Forum - The Global Competitiveness Report 2017–2018, p.258-259 

 
With the mention that each indicator - pillar is calculated on the basis of sub - indicators, from 

the data presented in Table no. 1 results that, in the classification of the states of the world 
according to the performances associated with competitiveness, Romania is on a modest position 
(68th place out of 137 countries), at most indicators related to research-development and 
innovation, we are on the less favorable places (World Economic Forum, Building a More 
Competitive Europe, 2014). Regarding Pillar 12 (Innovation), Romania is on the 96th place in the 
world, and on some sub-indicators on more unfavorable positions such as the expenditure of 
companies for Research and Development (110th place) and public procurement of technologically 
advanced products (place 133). Most of the gaps are about 2-3% of the maximum score on this 
pillar. Compared to other countries in the region, Romania ranks better than Serbia, Albania, 
Montenegro and Croatia, but worse than Bulgaria, Turkey, Poland, Hungary and the Czech 
Republic (Ministry for European Funds, 2016). 

 
Table no. 2. Competitiveness index for Romania in the period 2012-2018 
Period 2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 
Rank 78/144 76/148 59/144 53/140 62/138 68/137 
Score 4,1 4,1 4,3 4,3 4,3 4,3 
Source: World Economic Forum - The Global Competitiveness Report 2017–2018, p.258-259 

 
Table no. 2 shows that Romania has not made progress in the last 5 years, maintaining the same 

score and is constantly ranked on a modest position Romania can and must become more 
competitive globally, developing without sacrificing the development opportunities of future 
generations and must take advantage of the opportunities for modernization offered by European 
integration (World Economic Forum, 2018). An overview of international competitiveness reports 
reflects the growing trend of the productivity gap between the EU and major international 
competitors (US and Japan), as well as the loss of significant market shares in international trade in 
favor of emerging countries, such as: China, India, Brazil. This fact is mainly due to the following 
factors: insufficient investment in high technologies, education, research and development and 
inefficient use of labor (compared to the US and Japan), respectively, more expensive labor 
(compared to emerging countries). 
 
4.2. Romania's economic competitiveness at European level 

At the level of the European Union, the best-known strategies that include references to 
competitiveness and sustainable development are: 

• Lisbon Strategy; 
• EU Sustainable Development Strategy; 
• Europe 2020 Strategy. 
From the analysis performed on the industrial competitiveness of Romania, we found the 

following: 
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• Romania is at a net competitive disadvantage compared to the European Union average and 
implicitly, compared to most component countries, in terms of the level of fundamental output 
indicators that characterize economic competitiveness, respectively: GDP / place, labor 
productivity, employment rate and commercial balance; 

• If we refer to the input factors of the economic and industrial processes, essential for the level 
of competitiveness, we find that Romania is also in this case, at a competitive disadvantage in the 
sense that most of these factors have performance levels below the Unions average; 

• With reference to the factors that characterize the environmental pillar of sustainable 
development, Romania's position in the EU28 is better than in the case of the economic pillar of 
sustainable development. 

The competitiveness and poor performance of our country lead to the inability to benefit from 
the financial support provided by the European Union. Despite the internal funding gap for 
Research and Development, Romania failed to capitalize on opportunities to attract European funds 
through the Sectoral Operational Program Increasing Economic Competitiveness (over 2.5 billion 
euros for the period 2007-2013, respectively a figure comparable to budget allocations for Research 
and Development during this period) the absorption rate being only 6.77% in mid-2013. 

The indicators that we consider to be suitable for assessing the competitiveness of the sectors of 
the national economy, in the conditions of sustainable development, are the following: GDP; 
Annual GDP growth rate; Occupancy rate; Work productivity; exports; Total greenhouse gas 
emissions; Energy intensity; The share of renewable energy resources in total primary energy; 
Waste recycling performance; Expenditures on Research, technological development and 
innovation RDI / GDP; The share of engineers and specialists in exact sciences; Degree of 
vocational training at work (continuing education); ICT training index; Stock of foreign direct 
investment (FDI) generated / stock of foreign direct investment (FDI) received. 

For all the indicators listed above, both the calculation of the momentary value and the 
calculation of the evolution rate over time are suitable (Zaman & Georgescu, 2013). The 
momentary value is calculated, usually for one year, and by evaluating these values for successive 
years, the evolution of the indicator over time can be highlighted. There are persistent significant 
gaps in other indicators of Romania's competitiveness: labor productivity (less than 1/5 of the EU 
average), energy intensity (almost 3 times higher than the EU average), the share of high-tech 
exports (less than 1/2 from the EU average). In the Europe 2020 Strategy, research and innovation 
play a central role, as a decisive factor in overcoming the crisis and closing the competitiveness gap 
(compared to the USA, Japan and probably soon China), being launched, in addition to the "Digital 
Agenda for Europe". the "Innovation Union" initiative financially supported by the Horizon 2020 
platform, with a budget of 70 billion Euros for the period 2014-2020. 

The moral philosophy adopted within the management and governance systems influences the 
way of establishing and prioritizing the economic and ethical objectives of a company in relation to 
the interested parties: employees, customers, suppliers and competitors, as follows: 

• in relation to employees: through the management system based on deontological ethics, 
dignity is offered to the labor force, compared to the management system based on ethical 
selfishness (European Investment Bank, 2016); 

• in relation to customers: the application of deontological ethics in the local business 
environment leads to the development of a relationship based on trust, indirectly supporting 
responsible consumption, avoiding that wasteful and harmful abundance of the environment or 
offering products that may affect the safety and / or health of consumers; 

• in relation to suppliers: the objective of developing a long-term relationship based on 
obtaining mutual benefits is specific to companies whose moral philosophy is deontological ethics; 

• in relation to competitors: the management system that adheres to deontological ethics aims, to 
a much greater extent, to promote fair competition, differentiation from competition through 
quality and innovation, without pursuing a concentration of market power; 

• general objectives: management systems based on ethical selfishness support obtaining a 
record profit, in the short term, neglecting the logic of reciprocity and obtaining mutual benefits. 
Management systems based on deontological ethics aim to obtain a sustainable, long-term profit, to 
offer quality products and services that do not affect the health and / or safety of customers and to 
ensure the well-being of employees. 
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5. Recommendations and solutions  
 

Despite the recommendations at European and international level, that the post-crisis measures 
do not affect the financing of research and development, implicitly the targets of the Europe 2020 
Strategy (European Commission, 2010), it is necessary to identify solutions to stimulate the growth 
of demand for Research, Technological Development and Innovation (RDI), that include:  

• substantial improvement of the national infrastructure, an aspect that would achieve an 
important opening of Romania to the markets with which there are currently connections, but also 
the attraction of new trade partners. Improving infrastructure would generate substantial 
investment, which could be achieved through EU funding. These investments would generate many 
benefits, increasing in the medium and long term the degree of competitiveness of Romania; 

• improving health and education services. Another important step that Romania must take is 
related to the health and education system. The investment in the health system would generate the 
increase of the general degree of satisfaction of the population, and the investment in education 
would generate in the medium and long term the creation of the premises that would lead to a 
sustainable development, in all its senses; 

• substantially improve the efficiency of the labor market and the material goods market, mainly 
by: Improving the relationship between employees and employers; Substantial reduction of brain 
drain by adequate motivation of researchers to work in Romania; Extending the culture and 
application of professional management, mainly in the public environment; Making the necessary 
legislative changes to establish in the public environment (economic and institutional) the 
flexibility of establishing salaries and their correlation with labor productivity; Reducing the level 
of taxes; Simplification and efficiency of customs procedures; Streamlining antitrust policy; 
Improving the culture of quality and the degree of customer orientation, mainly in the public 
environment; 

• improving the business environment by: Substantially reducing the level of corruption; 
Significant reduction of bureaucracy; Clear, stable and simplified fiscal regulations that facilitate 
access to financing for feasible companies / projects. 

All these strategic directions can achieve an improvement in the level of competitiveness of the 
Romanian economy, but in order to be implemented, people are needed, who first of all must be 
well prepared and who, just as importantly, must be found in those positions from which to 
implement the established measures. Consequently, we can say that one of the most important 
problems of Romania is the human resource. Romania needs the expertise of these qualified 
people, but at the same time it needs a high level quality management. Instability does not give our 
country, on the one hand, the chance to use its full capacity to attract foreign investment and, on the 
other hand, as a consequence, to retain and attract highly skilled labor. Going beyond human 
resources and the stability of the political class, stability that should generate long-term visionary 
strategies that have continuity, money is needed. Romania has a great potential on both the 
industrial and the agricultural sector. Although this sector has not been treated, we cannot ignore 
the decisive importance that the agricultural sector in Romania has, a sector that could contribute 
substantially to the increase of the economic competitiveness of our country. 

In the agricultural sector, Romania is in the top three EU countries in terms of agricultural 
potential (Guvernul Romaniei, 2006). We appreciate that the necessary measures to be taken for 
Romania to become a strong player on the agricultural market, which would generate the increase 
of national competitiveness, are the following: 

• ensuring the priority position for Romanian citizens regarding the purchase of arable land in 
Romania; 

• negotiating and obtaining a subsidy, for the agricultural sector in Romania, to rise to the level 
of the subsidy from the rest of the EU countries; 

• revitalization of the country's irrigation system; 
• achieving taxation for those working in agriculture. 
This sector is all the more important as its development would generate an indirect development 

on the industrial sector as well. In order for the agricultural sector in Romania to be truly 
competitive, we consider it necessary to develop the sector of the industry producing agricultural 
tools and equipment in Romania, a sector that no longer exists today. Developing this industrial 
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sector would stimulate research, technological development and innovation in this field, Romania 
winning on several levels. 
 
6. Conclusions 
 

Economic globalization has led to increased international competition and, in this context, the 
competitiveness of an economy is essential for its survival. 
Research funding has always been an important issue in Romania, although it is recognized among 
the priorities of each government. Without a national strategy in the field of long-term 
competitiveness, which would effectively promote national interests, Romania will forever depend 
on imported technologies, without being able to exploit and benefit from its national capacity for 
innovation to increase the living standards of its citizens. 

In order to become competitive, Romania is obliged to fully attract the amounts allocated for the 
budget year 2021-2027, otherwise the gap between our country and the rest of the EU countries 
will widen, Romania risking to be far behind. Romania must develop macroeconomic policies to 
stimulate economic competitiveness, develop all regions, to attract foreign direct investment, 
external grants. 

The application of certain values within a company decisively dictates the nature and size of its 
relations with stakeholders. We believe that companies in our country can be supported and 
encouraged, in order to apply ethical principles and moral values, in decision-making processes or 
in the way of action specific to daily practices, and through the educational environment insofar as 
it is concerned with the introduction of ethical components in the disciplines of studies and the 
training of future employees with an integrity character. In this sense, we support the need to study 
the discipline Business Ethics in the faculties with economic profile and the introduction of specific 
notions of ethics for primary education. 
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Abstract 
 

By joining the European Union, Romania has agreed to adopt the euro currency as soon as the 
Maastricht criteria has been met. But the timing of the accession depends on the national 
government and the convergence progress. 

The remaining question is not if Romania will join the eurozone, but when. In order to answer 
this question, all the benefits and costs associated need to be carefully considered. Also, another 
important aspect is represented by the general public opinion.  

The purpose of this paper is to analyze the advantages and disadvantages linked to the euro 
currency adoption and to understand how willing the population of Romania is to undergo such an 
important change. 
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J.E.L. classification: O11, O40, E60, F15, F36. 

 
 

1. Introduction 
 

On January 1st, 2019, the euro celebrated its 20th anniversary, marking an important milestone in 
its journey towards ensuring stability and prosperity across the European Union. Adopting the euro 
currency represents a crucial step for each member states’ economy. Currently, the effects of the 
COVID-19 pandemic are troubling the European environment causing turbulent and difficult 
conditions for economic development. It is now more important than ever that the decision of 
joining the eurozone be well-founded and carefully debated at a national level. 

The Economic and Monetary Union includes all 27 Member States of the EU: Austria, Belgium, 
Cyprus, Estonia, Finland, France, Germany, Greece, Ireland, Italy, Latvia, Lithuania, Luxembourg, 
Malta, the Netherlands, Portugal, Slovakia, Slovenia and Spain who have already adopted the euro 
currency, Denmark who benefits from an opt-out clause, and 7 other countries who have to join the 
euro in the future: Bulgaria, Croatia, Poland, Czech Republic, Romania, Sweden and Hungary. 

In order to join the eurozone, a member state needs to meet a number of nominal criteria 
established by the Maastricht Treaty: price stability, sustainability of the fiscal position, exchange 
rate stability and long-term interest rates convergence. The same treaty also refers to the 
sustainability of the convergence degree, hence the possibility of achieving it in the long term.  
Nominal convergence criteria can be sustained only in conditions of external competitiveness, 
financial stability and fiscal balance. 

The most important question is not if this essential project for European integration will be 
completed, but when. In most cases, displaying a prudent attitude towards monetary integration is 
not linked to the inability of meeting the nominal convergence criteria, but only a reconsideration 
of the optimal time of the accession, given the associated increasing costs. 

The economic rationale behind the adoption of the single currency is based on the assessment of 
the advantages and disadvantages linked to the integration process, the challenge being that there is 
no established methodology for quantifying them. 
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2. Literature review 
 

The euro currency is aimed at reducing costs, risks and uncertainty, provides transparency, 
boosts production efficiency and encourages trade, investment and growth. Therefore, it ensures 
the economic stability and optimal functioning of the euro area with an important role in shaping 
EU’s identity. 

The main obstacle in joining a monetary union is represented by the associated costs. 
Consequently, the benefits need to outweigh the costs in order to justify the monetary integration. 
Usually, the benefits manifest mainly at a micro-economic level, while the costs at a macro-
economic level. 

While referring to the possible effects associated with the adoption of the single currency, 
Daianu et. Al (Daianu, 2016, pp. 29) recommends that the advantages and disadvantages should be 
classified based on the impact area, microeconomic or macroeconomic.  

 
Table no. 1 Costs and benefits of adopting the euro currency 

Cost and benefits of adopting the euro currency 
Microeconomic benefits Transaction costs eliminated. 

Exchange-rate risk removed. 
Macroeconomic benefits  Increased macroeconomic stability. 

Improved international positioning. 
Access to a wider and more transparent 
financial market. 
Elimination of fluctuations in production caused 
by economic policies. 
Price stability could lead to lower interest rates. 

Macroeconomic costs Waiving the monetary policy independence. 
Microeconomic costs Increased operational costs 

Redefining competition will require facing 
strategic challenges and the emergence of 
specific risks. 

Source: (Own computation based on Daianu, 2016, 29)  
 

In order to achieve its purpose, a currency must be used by a large number of people. (Mursa, 
2014) A wide currency acceptance reduces its managing costs, decreases the transaction costs, and 
increases the benefits introduced through free trade and specialization. Consequently, the euro 
currency represents a way of reducing transaction costs caused by the exchange of goods and 
service within the European space, allowing the free and easy movement of goods, capital and 
labor, within the European Union, especially inside the eurozone. 

An important advantage is represented by the almost complete reduction of the exchange-rate 
risk. Usually, investors worldwide protect themselves against this risk through call / put options. 
(Cerna, 2017) In Romania, this technique is seldom used, due to poor level of information and the 
high costs of premiums.  

Under the floating exchange rate system, frequent changes in exchange rates inhibit trade and 
create difficulties for exporters and importers. (Mursa, 2014) Frequent fluctuations in exchange 
rates increase uncertainty and risks for firms involved in foreign exchange and discourage cross-
border trading of goods and services. Increasing trade between the euro area countries and 
economic growth were possible through the elimination of trading costs generated by flexible 
exchange rates. The elimination of exchange rate fluctuations has led to the elimination of currency 
risk. 

Rose (2005) states that entering a monetary union leads to an intensification of foreign trade 
with member countries by a percentage between 30-90. However, this increase will manifest itself 
in the long run, while the immediate effects will not be so significant. 

The most important costs associated with the euro adoption are macroeconomic ones. Two of 
them are undoubtedly related to the transition process. (Driga, et. Al, 2010) The first one is related 
to the low inflation rate criterion, meaning that member states with high inflation rates must go 
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through a difficult economic restructuring process that involves: total supply increase or the use of 
fiscal leverage. Another issue stems from the loss of income as a result of forfeiting the right to 
issue currency.  

The main disadvantage is the loss of monetary policy independence. Using monetary policy 
instruments, the Central Banks can better handle shocks that occur in the economy and ensure price 
and economic stability. (Cerna, 2017) Therefore, the Central Banks will no longer be able to use 
interest rates in order to stabilize the price level and the production volume.  

We can expect increased costs between incurred by the adoption of euro between 0.3% and 
0.8% of GDP during the period before and immediately after the transition (Cerna, 2017). The 
costs are mainly linked to updating information systems, exchanging the old national currency, 
recalculation of prices, implanting dual prices, training the staff. 

The benefits and the costs of joining the euro are, especially those related to the loss of 
monetary policy and the exchange rate, depend on the global economic context and the evolution of 
the EU’s institutional framework.  

 
3. Research methodology 
 

The research was based on quantitative data, as well as qualitative data. The qualitative data was 
analyzed and then summarized in the literature review section, while the quantitative data was 
gathered from the Flash Eurobarometer reports issued by the European Commission. The European 
Commission conducts yearly surveys among citizens coming from: Bulgaria, Czechia, Croatia, 
Hungary, Poland, Romania and Sweden.  The quantitative data was then entered in Excel and, for 
better visualization purposes, included in graphs. As we are only interested in the Romanians’ 
willingness to adopt the euro currency, we only analyzed their responses. 
 
4. Findings 
 

In order to find out if the Romanians are pro euro adoption, we have analyzed five 
representative questions from the Flash Eurobarometer reports and observed the responses 
evolution between 2014 and 2019.  

Question 1. In your opinion, is Romania ready to introduce the euro? (%). This question was 
entered in the Flash Eurobarometer starting 2016, this is why the comparison only applies to 2016 -
2019.  

According to Figure No. 1, 35% of the Romanians consider themselves ready to adopt the euro 
currency. Although this value is low, it is still an improvement when comparing to 2016. 

 
Figure no. 1. Question 1 Is Romania Ready to introduce the euro? (%) 

 
Source: (Own computation based on Flash Eurobarometer, European Commission)  

 
Question 2 What impact do you think the introduction of the euro has had in the countries that 

are already using the euro? (%)  

25 

24 

26 

35 

73 

72 

69 

56 

2 

4 

5 

9 

0% 20% 40% 60% 80% 100%

2016

2017

2018

2019

Yes No Don't know

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

352



62% of the Romanians believe that the introduction of the euro has had a positive effect in the 
countries that have already joined the euro area. The percentage is identical to the one recorder in 
2014, however there is a significant increase in the number of abstentions. 

 
Figure no. 2. Question 2 What impact do you think the introduction of the euro has had in the countries 
that are already using the euro? (%) 

 
Source: (Own computation based on Flash Eurobarometer, European Commission)  
 
Question 3 Do you think the introduction of the euro would have positive or negative 

consequences for Romania?  
When comparing the 2019 results with the ones from Question 2, we notice that although 62% 

of the participants believed that the accession effects had been positive in other eurozone member 
states, only 52% believe that the same will happen in Romania. 

 
Figure no. 3. Question 3 Do you think the introduction of the euro would have positive or negative 
consequences for Romania? (%) 

 
Source: (Own computation based on Flash Eurobarometer, European Commission)  

 
Question 4 Generally speaking, are you personally more in favour or against the idea of 

introducing the euro in Romania? (%)  
In 2019, 61% of Romanians declare themselves pro joining the euro area. However, we notice a 

decrease of approximately 18% when compared to 2014. 
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Figure no. 4. Question 4 Generally speaking, are you personally more in favour or against the idea of 
introducing the euro in Romania? (%) 

 
Source: (Own computation based on Flash Eurobarometer, European Commission) 
 
Question 5 What impact, if any, do you think the introduction of the euro will have on prices in 

Romania?  
The majority of Romanians (51%), consider that Romania’s accession to the euro area implies a 

post-accession increase in prices. In the time period from 2014 through 2019, these values 
fluctuated insignificantly between 47% and 55%. 

 
Figure no. 5. Question 5 What impact do you think the introduction of the euro will have on prices in 
Romania? (%) 

 
Source: (Own computation based on Flash Eurobarometer, European Commission) 

 
5. Conclusions 
 

The euro currency benefits span across many different levels, manifesting at an individual level, 
as well as at the economy as a whole. They include better options and stable prices for consumers 
and citizens, increased security and more market and business opportunities, increased stability and 
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growth, better integrated financial markets, a stronger EU presence in the global economy and the 
enhancement of the European identity. 

The most important disadvantages are the costs incurred in adopting the euro, the negative 
effect on the banking system, the loss of monetary policy control and the inflationary risk of the 
price convergence. 

By analyzing the 2019 Eurobarometer’s results, we can observe that most Romanians:  
• don’t think that Romania is ready to introduce the euro,  
• believe that the euro had a positive effect in the eurozone member states and will also have 

a positive effect in Romania 
• are in favour of the idea of introducing the euro in Romania 
• believe that the accession will generate price increases. 

Romania’s decision to adopt the euro currency should not only take into account the associated 
benefits and costs, but should also consider the following: the evolution of the countries that 
initially joined the euro area in 1999, the degree to which meeting the Maastricht criteria has 
ensured economic growth, as well as the state of preparation towards the fulfillment of Optimum 
Currency Area characteristics. 
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Abstract 
 

All countries that joined the European Union are obligated to adopt the euro currency, except 
for Denmark that benefits from an opt-out clause. Presently, there are eight EU Member states that 
are not part of the euro zone: Bulgaria, Croatia, Czechia, Denmark, Hungary, Poland, Romania, 
and Sweden. 

The national authorities are free to choose the time of accession and this prerogative allows 
some states to postpone by not entering the ERM II mechanism. But there are also countries who 
are severely struggling to meet the economic convergence levels. 

The degree of economic convergence is analyzed by the European Commission through Flash 
Eurobarometer surveys every two years.  

The purpose of this paper is to compare the 2018 Eurobarometer results with our own findings 
from December 2019, for a total of four countries: Romania, Poland, Hungary, and the Czech 
Republic. 

 
Key words: Eurozone, nominal convergence, Maastricht criteria 
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1. Introduction 
 

In order for a country to be accepted into the euro zone, there are four criteria that need to be 
met to prove that a high level of sustainable economic convergence was reached. The criteria are 
presented under the Maastricht Treaty and mainly refer to HIPC inflation, government budget 
deficit, government debt-to-GDP ratio, exchange rate stability and long-term interest rates. 

The Convergence Reports published at least every two years help the Council of the EU decide 
if a Member State fulfils all the conditions for joining the euro area. This report also assesses if the 
national legislation is compatible with the European and Monetary Union rules.  

The countries chosen for our comparative analysis are Romania, Poland, Hungary, and the 
Czech Republic. Our interest is to compare the results provided by the last Convergence Report 
(dated May 2018) and our results for December 2019. This necessity stand from the fact that the 
issuing of the 2020 Convergence Report has been delayed.  

The new Member states can choose between different monetary policy strategies, allowing them 
to implement inflation targeting (Czech Republic, Hungary, Poland, and Romania) or exchange 
rate targeting (Bulgaria and the Baltic countries). Because Bulgaria opted for a monetary council 
and Croatia already benefits from a 90% euroization degree, we consider that the most 
economically relevant candidates for our comparative analysis with Romania are Poland, Hungary, 
and Czech Republic. 

 
2. Theoretical background 
 

The Convergence Report issued by the European Commission is independent from the one 
issued by the European Central Bank, but they are published at the same time, according to the 
Article 140 from the Treaty of the Functioning of the European Union (TFEU). They are released 
at least every two years or even more often if there is a special request from a Eurozone candidate. 
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The above-mentioned Article regulates the content of Convergence Reports and enforces the 
obligation to include an analysis of the compatibility of national legislation with Articles 130 and 
131 from TFEU and with the Statute of the European System of Central Banks (ESCB) and the 
European Central Bank (ECB). 

The EU Council decides whether the criteria from Protocol Number 13 regarding the single 
currency adoption is met by determining if the candidates have succeeded in achieving the 
mandatory level of sustainable economic convergence.  

However, assessing the progress of economic convergence is also dependent on the quality and 
the integrity of the statistical data provided. Therefore, it is critical to have independent national 
statistical institutes that can be held accountable for their actions. 

A typical analytical framework used to assess the degree of economic convergence is presented 
in Table 1. The sustainability of economic convergence is of great interest given that the candidates 
need to maintain the fulfillment of the criteria even after the acceptance in the Euro Zone. 

 
Table no. 1 Convergence criteria 

What is measured How it is measured Convergence criteria 
Price stability Harmonized consumer price 

inflation 
Long-term price stability and 
average inflation rate, one year 
before the analysis, no more 
than 1.5 percentage points 
above the rate of the top three 
Member States. 

Sound and sustainable public 
finances 

Government deficit and debt Cannot be under excessive 
deficit procedure at the time of 
the examination. 

Exchange rate stability Exchange rate developments in 
ERM II 

Minimum two years of 
participation in ERM II 
without severe tensions. 

Durability of convergence Long-term interest rate Not more than two percentage 
points above the rate of the top 
three Member States in terms 
of price stability. 

Source: (Own computation based on European Commission information) 
 

There are numerous studies including empirical evidence regarding the Maastricht convergence 
criteria. Haug (Haug, et. Al, 2000) used cointegration methods in order to find out which EU 
members could create an optimal monetary union based on the nominal convergence criteria. The 
findings indicate that, if important changes are not carried through by some of the EU initial 
countries, the union will not prosper. 

Another study (Koukouritakis and Michelis, 2003) looked at the most recent countries who 
joined the EU, taking into account the nominal convergence criteria, as well as the real 
convergence GDP per capita criterion. The analysis concluded that most of the countries proved to 
be prepared to join the eurozone, but still needed to implement policy changes in order to 
successfully join the European Monetary Union.  

A similar paper (Kutlu and Kavrukkoca, 2007) investigates the macroeconomic condition for 
Turkey, Croatia, Bulgaria, and Romania in order to determine which of the candidates form a 
successful EMU. As none of the countries met the nominal criteria, the recommendation was to 
implement changes in their monetary and fiscal policies. 
 
3. Research methodology 
 

The research was based on quantitative data, as well as qualitative data. The qualitative data was 
analyzed and then summarized in the literature review section, while the quantitative data was 
gathered from the Convergence Reports issued by the European Commission and from the Eurostat 
Database. The quantitative data was then entered in Excel and, for better visualization purposes, 
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included in graphs. In order to compare the results registered in Romania, Hungary, Poland and the 
Czech Republic, we have included a comparative analysis. 

 
4. Findings 
 

The Maastricht Convergence Criteria refer to price stability, sound and sustainable public 
finances, exchange rate stability and durability of convergence. In this section, we have analyzed 
the convergence levels for Romania, Poland, Hungary and Czech Republic and compared them to 
the results presented in the latest Convergence Report issued in 2018. It is of great importance to 
constantly evaluate the degree of criterion fulfillment and to implement policy and measures aimed 
at achieving them in a durable way. 
 
4.1 Price Stability 

According to Article 140 from TFEU, “the achievement of a high degree of price stability 
results from an inflation rate close to the rate of the top three performing Member States.” In 
Article 1 from Protocol Number 13 on the Convergence Criteria this criterion is further analyzed 
mentioning that “we can consider that a Member State has a long-lasting price stability and an 
average inflation rate if for one year before the assessment, its inflation rate does not exceed by 
more than 1.5 percentage point the rate of the top three Member States. The inflation rate is 
calculated based on the consumer price index on a comparable basis, while taking into 
consideration the existing differences between national definitions.” 

A Member State’s inflation outcomes are analyzed in relative terms, since common shocks can 
lead to a temporary shift in inflation rates from targets set by central banks. Ideally, in order to 
fulfill the sustainability requirement, the favorable progression of the inflation rate should mainly 
be an outcome of the evolution of production costs and other factors that have a structural influence 
on the price stability, and not a consequence of temporary factors. 

The 2018 Convergence Report uses an inflation benchmark of 1.9 percentage points, based on 
the inflation registered in the best performing countries: Cyprus, Ireland, and Finland. According to 
Eurostat, in March 2018 the 12-month average inflation rate was: 0.2% in Cyprus, 0.3% in Ireland, 
and 0.8% in Finland, resulting in an average inflation rate of 0.4%. By adding the 1.5 percentage 
points allowed on top of the average value we obtain the reference value of 1.9%. 

 
Table no.2 HICP inflation rates for top 3 performers in March 2018 

GEO/TIME 2018M03 
Cyprus 0.2 
Ireland 0.3 
Finland 0.8 

Source: (Own computation based on data from Eurostat database) 
 

As per our analysis, in December 2019, best inflation performance was registered in Portugal, 
Cyprus and Greece, and average rate for these top performers is 0.4%. If we add the 1.5 percentage 
points allowed, we obtain a reference value of 1.9%, identical to that of March 2018. 

 
Table no.3 HICP inflation rates for top 3 performers in December 2019 

GEO/TIME 2019M12 
Portugal 0.3 
Cyprus 0.5 
Greece 0.5 

Source: (Own computation based on data from Eurostat database) 
 

With regards to the price stability criterion, the average annual inflation rate in December 2019 
was higher than the reference value of 1.9% in all the countries analyzed. This represents a 
deterioration of the situation, considering that in March 2018, only the Czech Republic and 
Hungary recorded inflation rates above the reference value. 
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The upward price trend occurred amid a period of economic growth and increasing energy and 
commodity prices. The economies of Central and Eastern Europe were impacted significantly by 
the global evolution of the commodity prices, due to the high share of the components energy 
products and food in the HICP basket. 

An environment that encourages long-term price stability can be achieved through the 
implantation of stability-oriented economic policies, structural reforms and measures aimed at 
maintaining financial stability, as well as improving supervisory practices. 

 
Figure no. 1. HICP Inflation rate comparison between March 2018 and December 2019 

 
Source: (Own computation in Excel) 

 
4.2 Sound and sustainable public finances 

According to Article 140 from TFEU, this criterion represents the reliability of public finances 
and it results from a budgetary situation without excessive public deficit, as defined under Article 
126.  

If the Member State does not meet the requirements of fiscal discipline, the European 
Commission will assemble a report, especially when: 

• The ratio between the planned or actual government deficit and gross domestic product 
exceeds a reference value (3% of GDP). This no longer apply if this ratio has depreciated 
significantly and steadily, until reaching a level close to the reference value or if exceeding the 
reference value is exceptional and only temporary. 

• The ratio between government debt and gross domestic product exceeds a reference value 
(60% of GDP), unless it is decreasing and approaching the reference value. 

Currently, none of the analyzed countries are subject to an excessive deficit procedure. In March 
2018, all the countries met the government deficit criterion. In December 2019, Romania was the 
only country that no longer met this requirement. It is necessary that all the candidates achieve and 
maintain strong and sustainable fiscal positions. Due to Romania’s latest performance, the country 
could be subjected to an excessive deficit procedure in the near future, but this decision will be 
announced in the next Convergence Report. 
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Figure no. 2. Government deficit(-)/surplus(+) (% of GDP) comparison between March 2018 and 
December 2019 () 

 
Source: (Own computation in Excel) 

 
The government consolidated gross debt criterion had not been met only by Hungary, neither in 

March 2018 nor December 2019, as the ratio of its public debt in GDP exceeded 60 percentage 
points. 

 
Figure no. 3. Government gross debt (% GDP) comparison between March 2018 and December 2019 

 
Source: (Own computation in Excel) 

 
4.3 Exchange rate stability 

According to Article 140 from TFEU, this criterion assumes “compliance with the normal 
fluctuation limits provided by the Exchange Rate Mechanism of the European Monetary System 
(EMS) for at least two years, avoiding devaluation of national currency against the euro.” 

Further details are included in Protocol Number 13, stating that: “The criterion for participation 
in the exchange rate mechanism of the European Monetary System means that a Member State has 
been in compliance with the established normal fluctuation margins, without any tensions, for at 
least two years prior to the assessment. Moreover, the Member State did not purposely devaluate 
his national bilateral central exchange rate against the euro during the same time period.” 

While analyzing the fulfillment of this criterion, the Commission also takes into account 
additional factors, such as the evolution of foreign exchange reserves, short – term interest rates, 
the role of policy measures, and interventions on the foreign exchange market aimed at maintaining 
exchange rate stability. 
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In order to participate in MCS II mechanism, all the participants must give their consent. The 
participants in ERM II include the euro area finance ministers, the ECB, as well as finance 
ministers and central banks outside the euro area that are participating in ERM II. 

With regards to the exchange rate criterion, none of the national currencies from the analyzed 
countries participate in the ERM II. In March 2018, the Czech koruna and Polish zloty appreciated 
against the euro. The situation in December 2019 is not as promising, as all the currencies have 
depreciated against the euro. 

The countries selected for our study use an exchange rate floating regime that allows Central 
Banks to intervene on the foreign exchange market, an instrument which they used to their 
advantage between March 2018 and December 2019.  
 
4.4 Durability of convergence 

According to Article 140 from TFUE, “the sustainable nature of the convergence level achieved 
by the Member State shall be reflected in the level of long-term interest rates.” Protocol Number 13 
states that “in order to meet the convergence criterion of interest rates in terms of price stability, 
one year before the examination, the candidate must record an average long-term nominal interest 
rate that does not surpass the rate of the top three Member States by more than two percentage 
points.” 

In the 2018 Convergence Report, the interest rate reference value was calculated at 3.2%. In 
March 2018, the three countries that obtained the best performance in the field of price stability are 
Cyprus (2.2%), Ireland (0.8%), and Finland (0.6%). Based on these values we calculate an average 
of 1.2%. By adding the two agreed percentage points to this average, we set a reference value of 
3.2%. 

 
Table no.4 Interest rates for top 3 performers in March 2018 

 
Source: (Own computation based on data from Eurostat database) 

 
For our own analysis we calculated an average of 1.5%, based on the values of the average 

long-term interest rates for the top three performers in price stability: Greece (2.6%), Cyprus 
(1.1%) and Portugal (0.8%). By adding the two percentage points allowed, we obtain a reference 
value of the long-term interest rate for December 2019 of 3.5%. 

 
Table no.5 Interest rates for top 3 performers in December 2019 

 
Source: (Own computation based on data from Eurostat database) 

  
In March 2018, Romania and Poland exceeded the reference value of 3.2%. In December 2019, 

Romania remains the only country that does not meet the durability of convergence criterion.  
 
 
 
 
 
 
 
 

GEO/TIME
2017
M04

2017
M05

2017
M06

2017
M07

2017
M08

2017
M09

2017
M10

2017
M11

2017
M12

2018
M01

2018
M02

2018
M03 Average

Ireland 0.91 0.83 0.70 0.87 0.73 0.70 0.66 0.58 0.54 0.91 1.13 1.01 0.80
Cyprus 3.23 3.03 2.84 2.57 2.49 2.20 1.84 1.54 1.58 1.68 1.93 1.83 2.23
Finland 0.38 0.49 0.56 0.76 0.65 0.58 0.60 0.52 0.51 0.68 0.84 0.72 0.61

GEO/TIM
E

2019
M01

2019
M02

2019
M03

2019
M04

2019
M05

2019
M06

2019
M07

2019
M08

2019
M09

2019
M10

2019
M11

2019
M12 Average

Greece 4.21 3.84 3.76 3.42 3.37 2.67 2.16 1.98 1.50 1.34 1.36 1.42 2.60
Cyprus 2.22 2.00 1.74 1.49 1.34 0.82 0.66 0.44 0.48 0.51 0.58 0.57 1.10
Portugal 1.67 1.55 1.32 1.18 1.02 0.59 0.44 0.17 0.20 0.19 0.35 0.41 0.80
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Figure no. 4. Long term interest rate (%) comparison between March 2018 and December 2019 

 
Source: (Own computation in Excel) 

 
5. Conclusion 
 

In order to summarize our findings, we have drafted Table No. 6 to present the comparative 
analysis between the 2018 Convergence Reports and the situation registered in December 2019.  

Until the 2020 Convergence Report is issued, it is important to take a look at the regress that the 
analyzed states have experienced.  

• Both in March 2018 and December 2019, the Czech Republic does not meet two criteria: 
price stability and exchange rate stability. 

• Both in March 2018 and December 2019, Hungary does not meet three criteria: price 
stability, sound and sustainable public finances, and exchange rate stability. 

• In March 2018, Poland did not meet two criteria: exchange rate stability and durability of 
convergence, while in December 2019, Poland did not meet the price stability and the exchange 
rate stability criteria. 

• In March 2018, Romania did not meet two criteria: exchange rate stability and durability of 
convergence. In December 2019, Romania did not meet any of the criteria. 

We can observe that none of the analyzed countries meets the exchange rate stability criterion, 
as they do not take part in the ERM II mechanism. The countries that are closer to achieving 
nominal convergence are Poland and the Czech Republic, whereas the worst results are registered 
in Romania. Romania managed to steer away from the path to convergence and without further 
actions, it is under the risk of being placed under excessive deficit procedure. 
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Table no.6 Nominal convergence comparison between March 2018 and December 2019 

 
Source: (Own computation in Excel) 
 
Sustainability is a key factor for meeting the convergence criteria, as the requirement must be 

maintained long-term. In order to achieve sustainable convergence in all the countries studied, 
policy adjustments are required, especially those that encourage economic stability and fiscal 
policy soundness.  

Efficiently absorbing macroeconomics shocks is more likely when there is a high degree of 
flexibility on the goods and services market and on the labor market. It is also necessary to create 
favorable conditions for the efficient use of capital and labor to achieve higher factor productivity 
and to boost long-term growth. A high degree of economic integration is also crucial for the 
synchronization of economic cycles. In order to avoid the accumulation of economic imbalances 
and excessive asset prices increases it is recommended to implement appropriate macro-prudential 
policies as well as a suitable framework for supervising financial institutions. 
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Abstract 
 

Romania is at the moment, as in fact almost all the countries of the world, in a deep economic 
crisis caused by COVID-19 pandemic that inevitably affects small and medium-sized enterprises as 
well. This paper presents the impact felt by Romanian entrepreneurs following the new crisis and 
their reaction to the measures adopted by the Government to mitigate this impact. 
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1. Introduction 

 
The world economy and national economies are in a deep crisis because of the COVID-19 

pandemic crisis. The so-called "freezing of real economies" occurs in almost all countries. 
Analyzes performed by specialists in many countries on the crisis caused by coronavirus 

pandemic reveal three essential elements: the medical and economic situation is and will be very 
different from one country to another, depending on certain medical, economic, managerial, social, 
cultural and ecological determinants; each country must have its own approach regarding this 
crisis, depending on the specific national situation; countries need to work together and coordinate 
medically and economically on certain key issues, given that there is not only a medical pandemic, 
but also an economic pandemic, ie a global crisis that it spreads and deepens rapidly. 

These are the premises from which the decisions and actions regarding the revival of the 
Romanian economy must start, including those related to the relaunch of the SME sector. 

 
2. Theoretical background 
 

In general, a state of emergency is a government declaration that may alter the normal functioning 
of certain legislative, executive or judicial institutions. Such statements usually take place during 
pandemics, natural disasters, after a declaration of war or during periods of popular uprisings. Such 
statements warn citizens to change their normal behavior and order government agencies to 
implement contingency plans. A state of emergency may also be used as a ground or pretext for 
suspending the rights and freedoms guaranteed under a country's constitution or basic law. The 
procedure and legality of this procedure varies by country 
(https://ro.wikipedia.org/wiki/Stare_de_urgen%C8%9B%C4%83). 

In accordance with the Emergency Ordinance no. 1/1999 on the state of siege and the state of 
emergency, the state of emergency is the set of exceptional measures of a political, economic and 
public order nature, applicable throughout the country or in some administrative-territorial units, 
which are established in the following conditions, the state of emergency is the set of exceptional 
measures of a political, economic and public order nature, applicable throughout the country or in 
some administrative-territorial units, which are instituted in the following situations: 

a) the existence of current or imminent serious dangers regarding national security or the 
functioning of constitutional democracy; 

b) the imminence of the occurrence or production of calamities that make it necessary to prevent, 
limit or eliminate, as the case may be, the consequences of disasters. 
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3. Research methodology 
 
The analysis undertaken in this paper is based on the interpretation of data collected following 

opinion polls conducted by the National Council of Small and Medium Private Enterprises from 
Romania in March and April 2020 on Romanian entrepreneurs on the effects of the measures 
adopted by government authorities to mitigate the impact of the COVID-19 pandemic crisis on 
small and medium-sized enterprises (SMEs). 

 
4. Results 
 
4.1. Crisis management of SMEs in the context of the state of emergency caused by COVID-
19 pandemic crisis 

 
As we already know, between March 16 and May 14, 2020, Romania was in a state of emergency 

due to the coronavirus pandemic. In this first state of emergency established in Romania in the 
period after December 1989, the economic national priority was to maintain as many SMEs as 
possible that operate as close to normal as possible, to provide jobs, products and services to the 
population and revenues to state budgets. 

In order to prevent and reduce the negative effects on their business, SMEs faced with a 
situation of deep national and international crisis had to take the following steps 
(http://cnipmmr.ro/2020/03/16/managementul-de-criza-al-imm-urilor-in-conditiile-
coronavirusului/) : 
 To identify the main threats for the their business: stopping or reducing the demand for the 

products and services offered; partial or total blocking of the supply of raw materials, semi-finished 
products, spare parts, products, services, etc.; staff shortage; increasing the costs (unitary and total) 
of running the business; decrease in revenues and revenues; non-payment of installments on loans, 
leasing, etc.; lack of liquidity for the payment of salaries, suppliers, etc. 
 To assess the duration and magnitude of the negative effects of each of the above threats on 

their business and to establish accordingly concrete measures to eliminate / mitigate the negative 
effects of each threat. 
 To identify possible new opportunities related to sales, supply, human resources, costs, 

subsidies, tax and fee deferrals, state aid, etc. 
 To evaluate the duration and size of the positive effects of each new opportunity on their 

business and to establish accordingly concrete measures to capitalize on the new opportunities. 
 To centralize the negative effects of threats that have not been counteracted by areas (costs, 

prices, turnover, profit), but also the positive effects of capitalizing on new opportunities by areas 
(costs, prices, turnover, profit). 
 To determine the total net effects (from threats and opportunities) for the business and to 

establish other additional measures to reduce the total negative effects at the business level. 
 To draw up a synthetic plan with all the measures to be adopted and implemented grouped in 

3 categories: immediate measures (to be adopted in the next 2 weeks); medium-term measures (to 
be adopted in the next 3-12 weeks); long-term measures (to be adopted after 12 weeks). 

Possible scenarios to be adopted in the specific case of Romanian SMEs took into account, as 
the case may be, either the significant decrease and / or restructuring of their business, as activities 
and performances, or the temporary or permanent closure of their business, as it results from the 
opinion poll conducted by National Council of Small and Medium Sized Private Entreprises from 
Romania between March, 22nd and 24th 2020 on a number of 6,120 Romanian entrepreneurs, of 
which 62.9% micro-enterprises, 20.2% small enterprises, 11.1% medium-sized enterprises and 
5.8% other forms of organization. Thus, 64.3% of Romanian entrepreneurs stated that their income 
was reduced as a result of decisions taken by the authorities in the fight against COVID-19, with 
other negative effects being felt such as: reduction of activity (for 50% of entrepreneurs), 
suspension of activity (39.1%), decrease in production (16.4%), decrease in the number of 
employees (11.7%). 
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Chart no. 1 Negative effects of the decisions taken by authorities during COVID-19 pandemic crisis on 
SMEs 

 
Source: National Council of Small and Medium Sized Private Entreprises from Romania, Opinion poll,                    
22-24.03.2020 

 
4.2. The impact of the measures adopted by the Government in the management of the 
COVID-19 pandemic crisis on SMEs 
 

According to the same opinion poll mentioned above, the majority of Romanian entrepreneurs 
(63.3%) were open to resorting to economic measures adopted by the Government, while a part of 
them (36.7%) would not resort to any measure adopted by the Government. 

On the other hand, 34.4% of Romanian entrepreneurs believe that the economic and social 
measures adopted by the Government do not help them at all, 30.5% considere that they only help 
them to a small extent, while 26.2% cannot quantify their impact on their company. Only 9% of 
entrepreneurs agree that the economic measures adopted by the Government help them greatly. 

 
Chart no. 2 The extent to which Romanian entrepreneurs appreciate that the decisions taken by 
authorities during COVID-19 crisis helped them 

 
Source: National Council of Small and Medium Sized Private Entreprises from Romania, Opinion poll,                    
22-24.03.2020 
 
Thus, the main such measures recommended by authorities that will be implemented within the 

Romanian SMEs are: postponement of the payment of due tax obligations for the period of 
maintaining the state of emergency and another 30 days from the date of its cessation (74%); 
requesting the indemnity of 75% of the basic salary for employees whose employment contracts 
were suspended during the period of maintaining the state of emergency (46.60%); requesting the 
emergency certificate for the suspension of certain contractual obligations (33.90%); requesting a 
loan based on the SME Invest Romania program with state subsidized interest (25.60%). 
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Chart no. 3 Measures recommended by authorities and implemented within the Romanian SMEs 

 
 
Source: National Council of Small and Medium Sized Private Entreprises from Romania, Opinion poll,                    
22-24.03.2020 

 

Among the reasons why Romanian entrepreneurs will not implement any of the measures 
recommended by the authorities are: 

• The conditions for granting the benefits offered by the state are unclear (46.10%); 
• The authorities will not be able to cope with the requests coming from the economic agents 

(36.30%); 
• They do not have the necessary amounts to support the 75% allowance provided by the state 

for employees whose employment contract has been temporarily suspended (31.30%); 
• It is a laborious and lengthy procedure (31%). 

 
Chart no. 4 Reasons for not implementing any of the measures recommended by authorities for Romanian 
SMEs 

 
Source: National Council of Small and Medium Sized Private Entreprises from Romania, Opinion poll,                    
22-24.03.2020 

 
Romanian entrepreneurs consider it necessary for the authorities to take measures to: 
• Suspend the payment of social contributions during the state of emergency and up to 3 months 

from the date of its cessation (70.70%); 
• Suspend the bank rates and interest and / or leasing companies for a period of 6 months for 

companies and employees affected by the COVID19  crisis (64.90%); 
• Suspend the payment of the turnover tax during the state of emergency and up to 3 months 

from the date of its cessation (54%); 
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• Suspend the payment of VAT due during the state of emergency and up to 3 months from the 
date of its termination (52.10%); 

• Transform the technical unemployment into an active measure of employment, flexible work, 
which assumes that although the state supports 75% of salary, the employee goes to work flexibly 
to maintain the economic activity of the company and society (50.30%); 

• Make major investments (minimum 100 billion lei) in the economy (47.60%); 
• Subsidize the utilities for technically unemployed employees and their families (44.40%); 
• Extend the implementation period of EU funded projects beyond the maximum period initially 

provided (40.50%). 
 

Chart no. 5 Measures considered by Romanian entrepreneurs as necessary to be adopted by the 
authorities 

 
Source: National Council of Small and Medium Sized Private Entreprises from Romania, Opinion poll,                     
22-24.03.2020 
 
 
The extension of the state of emergency accentuated the crisis in which SMEs sank, as it results 

from another opinion poll also conducted by National Council of Small and Medium Sized Private 
Entreprises from Romania between April, 14th and 21st 2020 on the effects of working from home 
and the need to return staff to production units. Conducted on entrepreneurs activating in the field 
of services (67.7%), trade (17.3%) and production (15%), the opinion poll reveals that 64.1% of 
entrepreneurs were largely and very much affected by the current COVID-19 crisis, 22.3% were 
affected to a small or very small extent and only 14.6% were not affected at all. 

 
Chart no. 6 The extent to which Romanian entrepreneurs have been affected by COVID-19 crisis  

 
Source: National Council of Small and Medium Sized Private Entreprises from Romania, Opinion poll,                    
14-21.04.2020 

70,70% 

64,90% 

54% 

52,10% 

50,30% 

47,60% 

44,40% 

40,50% 

0,00% 10,00% 20,00% 30,00% 40,00% 50,00% 60,00% 70,00% 80,00%

Suspension of the payment of social contributions during the
state of emergency and up to 3 months from the date of its…

Suspension the bank rates and interest and / or leasing companies
for a period of 6 months for companies and employees…

Suspension of the payment of the turnover tax during the state of
emergency and up to 3 months from the date of its cessation

Suspension of the payment of VAT due during the state of
emergency and up to 3 months from the date of its termination

Transforming technical unemployment into an active measure of
employment, flexible work, which assumes that although the…

Major investments made by the state (minimum 100 billion lei)
in the economy

Subsidizing utilities for technically unemployed employees and
their families

Extending the implementation period of EU funded projects
beyond the maximum period initially provided

15% 
9% 

12% 

28% 

36% 
Not affected

To a very small extent

To a small extent

To a large extent

To a very large extent

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

368



Thus, Romanian entrepreneurs estimate a decrease in their turnover as follows: 30.1% more 
than 70% decrease in their turnover, 18.1% between 30% and 50%, 16.8% between 10% and 30% , 
15.9% between 50% and 70%, 15% up to 10% and only 4.1% did not register decreases in their 
turnover. In addition, 37.6% of Romanian entrepreneurs believe that they will return to pre-crisis 
turnover in a maximum of 6 months, 29.6% in a maximum of 12 months, 25.3% between 1 and 2 
years, and 7.5% in more than 2 years. 

 
Chart no. 7 The decrease in the turnover estimated by the entrepreneurs caused by COVID-19 crisis and 
the time period necessary for its return to the pre-crisis level  

 
Source: National Council of Small and Medium Sized Private Entreprises from Romania, Opinion poll,                     
14-21.04.2020 

 

Regarding the measures to prevent the spread of coronavirus that Romanian entrepreneurs can 
implement within their units, they refer to: wearing protective masks (82.30%), the use of 
disinfectants for surface sanitation (74.80%) and disposable gloves (61.90%), ensuring a greater 
distance between individual workspaces (58.40%), others (4.40%), such as the use of notice boards, 
shift work, 1 week office work and 1 week at home,work from home just for 3 hours per day, 
ensuring the transport of employees with the company's cars, settling the transport of employees 
with their own cars. 

Among the positive effects considered by Romanian entrepreneurs as a result of the 
implementation of social distancing measures within enterprises, they mention: digitalization of 
public administration (42.90%), debureaucratization of public administration (39.40%), 
digitalization of enterprise (36 , 70%), improving institutional communication (32.30%), 
identifying new business opportunities (28.80%) and identifying new sales channels (19.90%). 

 
Chart no. 8 Positive effects considered by Romanian entrepreneurs as a result of the implementation of 
social distancing measures within enterprises  

 
Source: National Council of Small and Medium Sized Private Entreprises from Romania, Opinion poll,                   
14-21.04.2020 
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Finally, among the measures considered necessary to be taken further in the field of labor 
relations, the Romanian entrepreneurs propose: amending the Labor Code so as to allow flexibility 
in the performance of the employment and distance employment contract (77.40%), the 
introduction of a longer period allowed for notification in Revisal database of changes made in the 
individual employment contract (50%), the introduction of another system for quantifying remote 
work that does not involve inclusion in the attendance register (37.20%), other measures (3,20%) 
such as the reduction of salary taxation, the possibility for the employer to recover the investment 
in the employee's professional training, etc. 

 
Chart no. 9 Measures considered necessary by the Romanian entrepreneurs to be taken further in the 
field of labor relations  

 
Source: National Council of Small and Medium Sized Private Entreprises from Romania, Opinion poll,                    
14-21.04.2020 

 
5. Conclusions 
 

Romania is, as in fact almost all the countries of the world, in a deep economic crisis, in the 
process of expansion. World experience shows that three scenarios are possible to get out of any 
economic and social crisis: 

V Scenario, according to which, after a sudden and significant economic downturn, the recovery 
is rapid and, in a relatively short period, reaches the previous level and economic performance, 
continuing to develop at pre-crisis levels (Canada case crisis between 2008-2009) 

U Scenario, characterized by the economy remaining low for a long time, after which 
development resumes, but without achieving the anticipated national performance before the onset 
of the crisis (US case in crisis between 2008-2009) 

L Scenario, according to which the crisis is very long, recovery is slow, long and difficult, with 
much lower performance than the levels forecast before the onset of the crisis (Greece case 
between 2008-2009) 

Obviously, Romania must prepare to be able to ensure a way out of the COVID-19 crisis 
according to V scenario, which will facilitate the return of the business environment in general and 
SMEs in particular to the performance recorded before the onset of the crisis, within a reasonable 
time (http://cnipmmr.ro/2020/04/09/program-de-masuri-prioritare-pentru-relansarea-economica-a-
romaniei/).  

To achieve this, however, it is necessary a sustained and determined intervention of the 
Government on the adoption of measures aimed at: maintaining, first of all, the domestic demand 
from the population - through the measures taken in the areas of tax, social security and wages in 
the public sector, and, secondly, the domestic demand from the state administration, the health and 
education systems, etc.; ensuring the supply from domestic sources, through the measures adopted 
in relation to agriculture, transport, construction, trade, in a first phase of the crisis and - 
subsequently - in industry, tourism, and all other components of the economy; providing the 
liquidity strictly necessary for the solvent demand of the population and companies to supply, 
produce, sell, especially  in the sectors where it is possible and necessary (agriculture, agri-food 
industries, medicines, sanitary materials, digitization, lifelong learning and others) for them to 
develop; taking measures to maintain healthy, fit and available human resources for work. 
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Abstract 

 
In the last decades conventional agriculture has caused the decrease in organic matter content 

in the soil and the accumulation of toxic compounds, thus affecting soil fertility and health. But the 
impact is not only felt on soil, one of the main causes of global warming is also intensive chemical 
fertilisation of agricultural crops. The intensification of conventional agriculture is considered the 
major factor that influenced the release from the soil into the atmosphere of “greenhouse gases” 
such as: nitrous oxide (N₂0) and methane (CH₄) who are mainly produced by the spreading of 
animal fertilizers. This paper aims to determine the impact of conventional agriculture through a 
comparative study between the conventional defining elements of the intensive system and the eco-
friendly alternatives in the extensive system, identifying in this way the possibilities to reduce 
pollution and to strengthen sustainable agriculture. 
 
Key words: conventional agriculture, climate change, greenhouse gases, sustainability. 
J.E.L. classification: Q15, Q01, O13 
 
 
1. Introduction 
 

Global warming and lack of food security are the most discussed subjects worldwide. The main 
factors that endanger are both soil degradation through intensive use of chemical fertilizers and 
climate change. In this situation, it is considered that feeding the world population under conditions 
of over popularization is a major global challenge. This challenge consists in guaranteeing food 
production and increasing agricultural productivity, but without harming the environment, thus 
requiring the implementation of sustainable agriculture. The impact of conventional agriculture on 
environmental resources: soil, water, air, flora and fauna cannot be neglected. The fastest and most 
intense changes following anthropogenic interventions in agriculture are felt at ground level, but 
there are direct and indirect consequences on all other environmental resources. The challenge, 
acceleration and intensification of soil degradation is determined by soil works that although they 
are used in order to obtain positive changes in physical processes, wanting to highlight the genetic 
potential of plants, excessive or wrong application leads only to negative effects. Soil works have 
effects on the physical, biological and chemical environment of the soil. The intensity of soil 
processing, quantity and method of incorporation of plant residues influence soil water content, 
temperature and contact between mineral and organic particles.  

Another serious consequence that is manifested in conventional agriculture systems is the 
degradation of surface water quality and depth by accumulating excessive amounts above the 
permitted limits of chemical compounds. Thus, all possible measures must be taken to prevent such 
effects, which is one of the reasons for the use of conservative systems. In recent decades, the 
atmosphere has also deteriorated following an increase in CO2 concentration in the atmosphere, as 
a result of intensive soil work accompanied by forest deforestation and burning of plant materials. 
The present research aims to identifying viable solutions like organic farming and improving 
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management systems at farm level in order to produce sufficient quantities to cover demand and 
also to use environmentally friendly ways in order to reduction of pollution and greenhouse gas 
emissions. In this context observation and comparation was used, we collected data from before 
entering the EU and after, with a brief presentation of the measures applied collectively among EU 
states to replace conventional agriculture with the ecological one. Furthermore, we compared 
conventional agriculture’s effects with ecological agriculture. 
 
2. Literature review 
 

The problem of climate change was approached deeply by many, publications contain both 
observations of the process of change, its scale and pace (Grubb, 2014) as well as global 
environmental and socio-economic consequences (De Sherbinin, Schiller, & Pulsipher, 2007; EC, 
2014; Nachmany, Fankhauser, Setzer, & Averchenkova, 2017). Nachmany et al. summarised the 
key trends in climate change leigislation, by providing a full report of world’s 95 per cent global 
greenhouse gas emitters The issue of climate change is also widely described in the context of 
agriculture (Challinor et al., 2014; Prandecki, 2014; Wolkovich et al., 2012).Wolkovich, Cook, 
Allen at al. demonstrate by doing warming experiments that show changes in leafing and flowering 
timing, which can be observed on a higher scale in climate changes.  

Recent findings show that conventional agriculture is one of the causes for climate change.  The 
climate policy objectives have been presented in the long-term perspective. The objectives laid 
down for 2050 assume the reduction of basic greenhouse gases emission by 80-95% in relation to 
2005 emission. Detailed plans are not yet known but taking into account the arrangements for the 
period 2021-2030, which assume the ambitious emission reduction of all economic sectors, it must 
be assumed that the European Union, regardless of the measures taken all over the world, will 
consistently and decisively strive for reducing greenhouse gases emission. For individual economic 
sectors, this means a need for new, innovative production solutions and a substantial organisational 
effort. 
 
3. Research methodology 

This paper includes quantitative research methods — Data analysis & Observation by analysing 
the current situation of conventional agriculture vs. ecological agriculture 
 
4. Results. The current situation of conventional agriculture vs ecological agricultural 

 
Organic farming is becoming an increasingly important branch in Romania both in terms of 

demand and supply. Romania has favourable conditions for organic production in terms of natural 
conditions, soil and climate. Demand for certain products has increased considerably, for example 
dairy products and baby food. The incentives granted by the Romanian state in recent years, the 
reduced value added tax for food products, as well as the increase in the minimum wage, have 
helped Romanian consumers access more premium products.  

Romania is a relatively small organic producer in terms of the percentage of land converted or 
subjected to conversion on organic land and in the percentage of organic sales in total retail sales. 
The lack of processing facilities forces Romanian organic producers to find export markets, so as to 
export a large volume of organic production. 

 In addition, the increase in consumer demand and a limited range of domestic organic products 
on the Romanian market trigger more imports in terms of both the product quality range and the 
selection of products. 
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Figure no.1 Dynamics of ecological surfaces 

 
Source : (MADR) 

 
In Romania, during 2000-2017, the areas cultivated by production mode environmentally 

friendly have increased significantly. The smallest area cultivated in the ecological system was 
registered in 2000, this being 17,388 hectares and the largest area of was 301,148.08 hectares, 
value recorded in 2013. Figure 1 shows a continuous growth of ecological areas, which means that 
Romanians are increasingly interested in practicing organic farming. Compared with 2000, the area 
cultivated in ecological system increased 18 times in 2013. Since 2007, ecological areas recorded 
significant increases compared to previous years, the reason being the accession Romania to the 
European Union. 
 

Figure no.2 Green area share of total agricultural land [%] 

 
Source: (FiBL Statistics) 

 
The data in the figure above show a significant difference between the area intended for organic 

farming and for conventional agriculture which at the level of year 2017 was 258,471 hectares 
under ecological regime, representing 1.98% of the area total agricultural of the country. Although 
the difference is large between the two types of agriculture, it is observed that the area used under 
the ecological regime was constantly increasing in the period 2000-2014, and since 2015 there is a 
slight decrease in the ecologically cultivated area, reaching below 2% of the total agricultural area. 
Growth index from year to year of the ecologically cultivated area averaged 1.3. Share of 
ecologically cultivated area in the total agricultural area of the country is on average 1.2%. The 
highest share was registered in 2013, when it reached value of 2.31% due to the increase in 
ecologically cultivated area (301.148.08 hectares, the largest area in 2000-2017)  
but also, the decrease in agricultural area from that period. 
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Figure no.3 Evolution of ecologically reared livestock (thousands of head) 

 
Source: (Eurostat) 

 
 

Among the animals raised in the ecological system are: dairy cows in the number of 12,472 
head in 2017; sheep and goats with 57,136 head (2017) and laying hens in the number of 60,220 
heads in 2016. Sheep and caprine animals have seen a drastic decline from 2010 to the present day, 
having a maximum in 2009:132,650 heads. 

In the case of ecologically reared animals, the highest growth during the period 2000-2017, 
registered the number of sheep and goats (which increased 78 times in 2010, compared to 2000), 
followed by dairy cows (12,472 heads in 2017 compared to 2,100 heads in 2000) and laying hens 
(with an increase of 30.4 in 2016 compared to the year 2003). Once Romania joined the EU, 
Romania had to adapt to the rules European Union on organic animal husbandry. 
 
5. Food security 
 

Guaranteeing food security is a vital interest for the world's population and a major requirement 
for the normal course of international life.  

Food security must be achieved in a pyramid structure of national, regional and global 
measures. The concept of food security falls within the contemporary general concept of security in 
the sense that, under current conditions, security must be achieved at three levels: national, regional 
and global. In this respect, achieving food security as a component of economic security must lead 
to the achievement of three goals: 

• ensuring adequate food production; 
• modernizing the stability of the supply flow of agricultural products; 
• ensuring access to the available agricultural resources of those in need of them, thus 

achieving the procurement of fundamental food necessary for human health. 
Lack of food security can generate, internally, convulsions and social tensions, affecting the 

physical and mental health of the population and can create states of economic and political 
instability, and externally it can create various diplomatic, economic or economic pressures. 
political pressures that have the ultimate effect of deteriorating national security (Constantin 
Moştoflei,  2009, p15). 
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Figure no.4 Institutional framework for ensuring food safety and security 

 
Source: Drawn by authors 

 
Food security is often defined in terms of food availability, food access and food utilization 

(USAID 1995). A cite from USAID document from 1995: Global agriculture currently produces 
ample calories and nutrients to provide all the world's people healthy and productive lives […] 
However, food is not distributed equally to regions, countries, households and individuals.... 
Improved access to food through increased agricultural productivity and incomes-is essential to 
meet the food needs of the world's growing population. 

Food safety is a parameter that concerns the consumer and all parts involved in the production, 
processing, transport and distribution of food are involved in its insurance. The basis of the 
preservation of food safety in the EU is professional training, civic education, consciousness and 
control of state institutions and non-governmental organizations, carried out to the highest 
standards. 
 
6. Comparative study between ecological and conventional agriculture  

  
Climate change in the current period is already an obvious reality faced by the world's 

population. Researchers and specialists, as well as concerned entities from related areas of interest 
seek optimal solutions to cope with these changes, in the sense of finding solutions to adapt to 
them, respectively solutions to mitigate the adverse effects produced. (MacRae R.J. et al 1989, 
p173-219) 

In this context, explanations are also sought as to the causes that caused these climate change. 
Agriculture is the sector that 'benefits' from the effects of environmental changes and has, to some 
extent, contributed to their production.  

Thus, the way of organizing and conducting agricultural processes, the irrational or without 
predetermined limits exploitation of natural resources, the lack of logical coordination of the 
activities involved in the development of human society and civilization have led, over time, to the 
strong degradation of the environment. 

This results in phenomena with visible effects such as: decrease of soil fertility, diminishing the 
resistance of plants, animals and humans to diseases and pests, pollution of water and air with 
harmful substances resulting from industrial or zootechnical activities, changes significant climate. 
Chemical agriculture, that has been practiced for 50-70 years is subject to drastic changes in the 
near future and has caused, particularly, serious consequences for the environment: its pollution by 
chemicals and alteration of natural biogeochemical cycles. In this context, organic farming aims to 
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remove all the shortcomings and not to further cause damages to the environment. It is also 
intended to ensure that agricultural techniques are applied in close interdependence with 
environmental factors. 

In figure no.5 is shown the connection between practices and processes that contribute to soil 
degradation: 
 

Figure no.5 Properties, processes and practices that govern soil degradation and resilience 
 

 
Source: (Eric Lichtfouse et al. 2009, p10) 

 
A significant percentage of conventional food products contain legally excess pesticide residues 

exceeding maximum residue limits authorised in Europe and the USA. As a result, most people 
have pesticide residues in their bodies (100% of people tested in the USA), but the level can be 
drastically reduced by adopting a diet with organic products. Legally defined, ' (MRL) 'are not a 
'zero health risk' guarantee, since maximum residue limits established by governments are not 
always established on the basis of health criteria. For example, in the EU maximum residue limits 
(expressed in mg/kg) are based on good agricultural practice data (GAP).  

Therefore, derived foods that comply with MRL are intended to be toxicologically acceptable. 
In this case, MRL are only indicators of violation or non-infringement of good agricultural 
practices and not an indication of health risk.  

As can be seen in the Figure 6 the author aims to underline the value of soil quality in attaining 
food security 
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Figure no.6 The synergetic interaction between desertification control, biodiversity, climate change 
mitigation and food security 

 
Source: Eric Lichtfouse et al. 2009, p21 

 
However, a recent study showed that an organic diet provides a dramatic and immediate 

protective effect against pesticide residues. Organic production is a global system of agricultural 
and food production that combines best environmental practices with a high level of biodiversity, 
conservation of natural resources, application of high animal welfare standards and a method of 
production in in accordance with the preferences of certain consumers for products made from 
natural substances and processes.  

International studies have similarly reported a higher level of contaminants in the conventional 
system compared to organic plant products. An Italian residue study reported ten times higher 
contamination in conventional (27%) compared to organic products (2.6%), residues were reported 
in 8.8% of conventional products and only 0.8% of organic samples. 

Data from the USA show that organic foods record consistently, about a third of samples as 
having residues, compared to conventionally grown foods, which show pesticide residues in 26.7% 
of samples, respectively 2.6% of the organic system. Organic farming relies primarily on 
prevention measures and only as a last resort on natural pesticides. Therefore, the application of 
pesticides is not a habit, as in conventional agriculture. Mineral inputs used in organic farming 
should contain as few heavy metals as possible.  

Due to the lack of an alternative, and because of traditional use in organic farming, copper and 
copper salts are exceptions for the time being, certification bodies place many restrictions on the 
use of copper (often limited to 6 kg/ha per year) and/or require that if farmers use copper, then 
conduct and soil tests to ensure that no toxicity has occurred. 

Contrary to what most people think, “environmentally friendly” does not automatically mean 
pesticide free. In fact, according to the laws of most states, farmers are allowed to use a wide 
variety of chemicals and powders for their crops. This means that these pesticides, if used, must 
come from natural and not synthetically manufactured sources. These pesticides must also be 
applied by means of equipment which has not been used to apply other synthetic substances, and 
the land has not been contaminated with chemicals in the last three years. 

Pesticides are classified as organic and conventional pesticides. Organic pesticides are derived 
from natural sources, and conventional pesticides are man-made chemicals specifically for use as 
pesticides. Since they are man-made chemicals and are therefore synthetic, pesticides used in 
conventional agriculture are more likely to have a level of residues that could exceed the maximum 
residue limits allowed to be in fruit. For example, Folpet or Captan has an MRL of 3 mg/kg in 
pome fruit, but mancozeb, has MRL of approximately 5 mg/kg. All these substances are used 
against scab. An alternative to these synthetic substances is fungicides derived from natural 
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sources, such as copper and sulphur compounds, traditionally used in organic farming against scab 
and powdery mildew. (Groza et al. 2015). 

Organic farming differs fundamentally from conventional agriculture, as the process and 
technologies for the production of organic products are governed by very strict rules and 
production principles, which start from the quality that the soil must have to the actual production 
of the final product. (Eckert et al. 2000, p337-351) 

In the practice of organic farming, farmers must have minimal knowledge of this production 
sector and use only those fertilisers and pesticides that are allowed in organic farming for land 
fertilisation and crop maintenance (according to HG 917/2001). 

Genetically modified organisms and their derivatives are prohibited in organic farming. Organic 
farming aims to obtain certified organic agri-food products of plant and animal origin, of high 
quality, in close connection with the environment and to limit the risk of pollution, with the 
maintenance of soil fertility. 

We can mention that there are intentions on the part of agricultural producers, who are aware of 
the importance of practicing this type of agriculture in order to achieve the following objectives: 

• avoiding all forms of pollution both at the level of products and at the level of the 
environment. 

• maintaining the natural fertility of soils, thereby being able to sustainably ensure food 
security in the world 

• production in sufficient quantities and at the appropriate quality level of food 
• products on which consumer health depends in support of agricultural associations and 

farmers of great use is compliance with the Code of Good Agricultural Practices 
• a comprehensive document transposed from European legislation 

 
7. Impact of activities in the agricultural sector on the environment 

 
It is known that agriculture has a particular impact on the environment, this impact is primarily 

due to chemicals that have been synthesized in pesticides, fertilizers, growth stimulators as well as 
other ancillary products. The sources of pollution whose pollutants are pesticides are found in all 
three environmental factors – water, air, soil – which ultimately affects the entire food chain. 
Surface water, like underground water, can be a source of pollution, with the pesticide reaching 
them quite quickly, especially during the rains. 

Their use without complying with the prescriptions for the use of each individual product, the 
dose and the age of application, has negative consequences on soil, water and plants and implicitly 
on the consumer. 

To avoid pesticide pollution that can have quite severe consequences it is good to take a number 
of preventive measures such as: 

• use only of approved pesticides 
• the administration of pesticides is carried out only by approved plant protection units 
• training of persons to handle pesticides on how to properly use them and safety and labour 

protection rules 
• carrying out a rigorous control of the administration of pesticides and carrying out 

laboratory tests with a view to detecting possible pollution 
• prohibit the marketing of agri-food products containing pesticide residues above the 

permitted limits 
• prohibition of the application of plant protection substances by aviation in both agriculture 

and forestry of pesticides in groups I and II of toxicity. 
The unreasonable use of chemical fertilizers without taking into account soil and plant 

requirements can also lead to nitrate pollution of surface and groundwater. 
In addition to those mentioned, the mechanisation of agriculture plays a particularly important role 
from an ecological point of view. By making available by mechanization, the appropriate technical 
solutions, it becomes possible to practice sustainable agriculture, the maintenance of soil and water 
from the soil, the maintenance of the global atmosphere and the near environment. The mechanized 
execution of agricultural works is accompanied at the same time by some negative effects of 
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different magnitude, these effects are in principle inevitable, but through rational operation of 
machines and judicious choice of technologies they can be kept at a low level. 
 
8. Findings 
 

Starting from our analysis of the situation before Common Agricultural Policy reform in 2014, 
where the concept of “greening” was proposed and sustained by spending 30% of direct payments 
specifically for the improved use of natural resources and if in 2010, only 180,706 ha were 
ecological cultivated in Romania, this number has increased to 326,259.55 ha in 2018, according to 
previous data made public by MADR in Figure no.6, which means almost double. After Romanian 
farmers began receiving financial support for the conversion from conventional to organic farming 
in 2010, their number has increased significantly from less than 3,000 that year to 9,000 in 2018 
and is expected to increase by about 10,000 in the next few years and then it will stabilize.  

 
Figure no.7 Dynamics of operators and areas in organic agriculture 

 
Source: Communications inspection and certification bodies 

 
9. Conclusions 

 
If in 2010, farmers in the organic sector received aid amounting to 2 million euros, this aid 

increased to 7 million euros for the period 2012-2013. Organic agriculture will continue to receive 
support under the common agricultural policy 2014-2020 and according to it farmers would need to 
fulfil certain criteria such as crop diversification, maintenance of permanent pasture, the 
preservation of environmental reservoirs and landscapes. 

Although there is no official information about the size of the organic market in Bucharest, it is 
estimated that Romanians spent between 50 and 80 million euros on organic products last year, 
with a growing demand, according to data made public by Bio Romania. Most local consumption is 
covered by imports, Romania remains a net exporter of organic raw materials, such as cereals and 
fruits. In the future market observation after UE’s regulation is to be followed. 
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Abstract 
 

In the last decades the analytical review of the decision-making process became a mixture of 
risk management and human behavior understanding. Mental capabilities, factor complexity and 
time constraints have created a state of “bounded rationality”, turning ideas into opportunities, 
which are described here as the sum of favorable circumstances that come before an investment 
decision. Risk research springs from the desire to achieve a better outcome. The main goal of this 
is to run a detailed analysis on the path and process of decision making in the agricultural field. 
Knowing what tool to use and their applicability can change a failure to a success. Taking into 
account the market conditions in Romania, as well as the social and demographic changes, the 
present paper analyzes 3 main tools that ensure the smooth operation of the process - from idea to 
profit. 
 
Key words: Business, analysis, SWOT, BCG, Scenarios 
J.E.L. classification: Q15, Q01, O13 
 
 
1. Introduction  
 

Success when starting a new business, it is maybe the most desirable outcome. Therefore, now 
on the market there are a few tools and instruments that ensure helping in decision making and the 
reliability of those was approached by several scientists, researchers and business consultants. 

For the future investment to be successful, the decision maker must first of all create a demand 
in the market, which identifies itself as a condition of a sustainable business because the basis of a 
sale is actually the final consumer. This can only come after a business plan is well acknowledged 
and has a significant review of past failures, strong milestones and reachable goals. Last but not 
least -resources, the fuel of the idea. Gaining the resources is a parallel, constant process that has to 
be done from the start until the business reaches the self-financing point - also named the profitable 
state, that allows it to further invest the profit. The purpose of this paper is to show the main 
components of the analytical process of decision making. By using theoretical research of mass 
used tools and instruments this paper aims to underline the key steps to follow for a better and well 
documented decision making. Existing tools will help with strategic planning, shifting resources 
allocation from non -profitable products/services, long-term decision scenario and non-scenario 
based. The current paper will determine their rentability and their use case. 
 
2. Literature review 
 

All companies need to have resources that help them and their shareholders, management and 
leadership to make the right decisions and to fulfill a better planning; this growing need for 
“thinking ahead” created the opportunity for elaborated tools and instruments to develop.  
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Studying both internal (the human mind) and external at macro and micro economical level, 
made launching on the market for three main tools – BCG, SWOT and Scenario approach. 
Although there is no right way to achieve success, the Boston Consulting Group created in 1970 
the BCG Matrix that could help for a better allocation of resources as their author (Henderson B. , 
1970) stated : “To be successful, a company should have a portfolio of products with different 
growth rates and different market shares. The portfolio composition is a function of the balance 
between cash flows. High growth products require cash inputs to grow. Low growth products 
should generate excess cash. Both kinds are needed simultaneously”.  

But using this method alone success will be hard to gain, as Stanley, F. et al, looked at 129 
companies and found that those who follow portfolio planning models like the BCG matrix had 
lower shareholder returns. (Stanley, F. et al, 1992). On the other hand, authors Blake, Martin; 
Wijetilaka, Shehan suggested in their paper that using SWOT will allow a newcomer business to 
‘identify your strengths, minimise your weaknesses, take advantage of opportunities and overcome 
threats’ (Shehan, W., 2015). Long term planning does not intersect with SWOT, as authors Hill and 
Westbrook argued, the failure to prioritize and a lack of updating the points from the SWOT 
analysis, can lead to undesired results, as concluded in study over 50 companies. ( Hill, T., 
Westbrook, R. 1998). Scenario planning is the alternative often offered by the critics of SWOT and 
BCG methods, affirming that a scenario takes into consideration multiple combinations of 
uncertainties. Benefiting from computer simulation that can rapidly show results, having easier 
variable update and a higher flexibility helps in considering everchanging environments. 
 
3. Research methodology 
 
 This paper contains data collection and analysis methods for the decision-making process, 
encapsulating both theoretical and practical, established methods. Weighting pros and cons for 
every tool that facilitates a step-in the decision-making process. The steps that require tools are 
divided into three main categories: Data collection, Analysis and Progress evaluation. 
 
4. Information gathering tools 

 
 The next thing is called data collection, in a few words this means information gathering in 
order to make the decision based on numbers and data. To issue a value judgment, choosing from 
thousands of pieces of information, based on criteria of relevance can only be made after knowing 
all the facts. 
 
Data collection methods: 

• Interviews – Can be done in person or with the help of the technology, formally 
(structured), semi-structured, or informal. Questions should be asked clearly, and it is 
encouraged to use open-ended responses. From all methods of data collection, interviews 
are the most qualitative ones. 

• Questionnaires and Surveys – Can be analyzed in scales, with help of assigning numerical 
values. 

• Observations – Can count in larger behaviours, provide better information about a chosen 
group  

• Focus Groups – subjects are selected with things in common, this is used for combined 
opinions and perspectives. 

• Ethnographies, Oral History, and Case Studies – involves analyzing a single phenomenon  
• Documents and Records – can be used to examine the existing data in the form of 

databases, meeting minutes, reports, attendance logs, financial records, newsletters, but it 
can often be a finite and incomplete source of data. 
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5. Tools used to identify alternatives 
 

The first process that is naturally established in human minds is reasoning that uses existing 
knowledge to draw conclusions, and prediction making predictions, or better yet construct 
explanations. By analysing the psychological process scientists claimed that every decision has key 
points. The very first step in making a decision is recognizing the problem or opportunity and 
deciding how are we going to approach it. Finding out what is the probable outcome is not really 
the goal but is a consequence of a process called “reasoning”-part of the thinking process. 

Methods of reasoning are: 
• deductive 
• inductive 
• abductive approaches 

Having numerous options is the key to success, because having the power of more than one 
choice increases the chances. Selecting the one that is best for goal achieving may be subject to the 
below criteria: 

• costs—matters of affordability and cost effectiveness. 
• merit—how well will this address the need? 
• reliability—did the idea was tested in the past? Was a success?  
• flexibility—can it serve more than one purpose? 
• riskiness—risk assessment? 
• communicability—how can this will be perceived by other? 
• compatibility—it is within the norms and law? 
• reversibility—can we go back to the first state in case of failure? 
• robustness—adaptability in different states, can it work trough change? 
• stability—how are the changes going to affect this? 
• feasibility—we need to address it’s do-ability 
• invulnerability—how will it go on if something fails? 

The most common failure points are: 
• Relying too much on the past 
• Not being able to keep track of progress and ideas 
• Rushing to a conclusion 
• Having personal preferences – being subjective. 
• Prejudices 
• Not considering the alternatives if conditions change.  

Considering the evidence.  
At this point there is a need to choose the best alternative based on evidence gathered at 

previous steps. Having at least three paths can be helpful in overcoming further mistakes. 
Narrowing down by weighing pros and cons can be done by using the analysis tools. 
 
5.1. The first tool is SWOT 
 It was developed in the 1960-1970 after a convention led by Albert Humphrey from Stanford 
Research Institute, he used data from Fortune 500 companies; however, Humphrey did not claim its 
creation. It is used to build organizational or personal strategy. The benefits extend to social work 
practice framework and shows if an objective is obtainable and it helps in setting an achievable 
goal. It enables the vision creation by management, that leads to practical and efficient outcome 
and the gathering insightful information. This alone can help maximise the potential, by having a 
set of key priorities. Its limitation comes from its fixed timeframe, SWOT is only a snapshot, so it 
will not take in consideration the rapidly changing external and internal climate. 

Later findings from (Menon et al. 1999) and (Hill and Westbrook, 1997) argued that SWOT 
may harm performance and that "no-one subsequently used the outputs within the later stages of 
the strategy". 

The applicability in Romania is needed due to the market’s current state of development, mainly 
because of the new reformed CAP policy. Taking into account the growth of demand on global 
market for organic products, a future investor can take a chance in investing in a growing and well 
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financed sector. The amounts injected in this sector amounted almost 2 million euros in 2010 and 
increased to 7 million euros until 2013. According to CAP policy the growth will continue, and the 
aids will target young farmers and entrepreneurs. Please see an example below: 
 
Strengths:      
  Growing demand 
  Development of the organic market in Romania 
Weaknesses:    
  Processing sector not well developed 
  Lack of legislation to have the products certified 
Opportunities:   
  Building of new business models 
  Creation of own brands with the chance to grow 
Threats: 
  Weather in the context of climate change 
  Competition in prices with major exporting countries (Romania relies on imports more than 
internal consumption in regard with organic products) 
 

Figure no..1 SWOT Diagram 

 
Source: Kaplan Database  

 
SWOT analysis is the best and shortest way to find out if an idea deserves implementation. 
 
Although it cannot be used as a single decision factor, but in combination with other analyses 

and data collection methods it can be very successful. 
 
5.2. Second tool – BCG (Boston Consulting Group matrix): 
 Another diagram that is highly used in economy is BCG. The growth–share matrix draws a 
map of the company’s product (or service) strengths and weaknesses, at least in terms of current 
profitability, as well as the likely cashflows. 
The main use of this matrix was intended to maximize the cash-flow, it reasoned with the idea that 
one of the main indicators of cash generation was market share, and one which pointed to cash 
usage was that of market growth rate. (Henderson, B., 1979) 
 Contrary to its author beliefs misusing the matrix lead to ‘milking the cash cows’ and lower 
development a new products – applicability in agriculture will mean growing only cereals or 
focusing on one particular cereal in this case and ignoring the other crops, this will not only lead to 
lower quality of the harvest due to soil nutrients exhaustion but to overwhelming the demand over 
its consumption power. Also, its minor applicability to only relatively high growth markets made it 
possible for other analysis tools to become popular. 
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 Taken in consideration that an individual would want to invest in agriculture, the different 
types of farming can be represented with BCG matrix, an example it is, knowing the raise in 
demand in organic products but their success rate being lower than other types of agriculture due to 
lack of help from chemical solutions like pesticides; on the other hand the subsistence agriculture 
with the lack of mechanisation and smaller cultivated surfaces is to be well known that does not 
bring profit. 
 The third discussed aspect are the genetically modified crops, which show better adaptability to 
weather changes but their long-term impact in human health was not studied well enough. Lastly 
we have the most used type of agriculture in Romania as the data from MADR shows, almost 3 
quarters from Romania’s agriculture is occupied with intensive agriculture where big surfaces are 
cultivated by landowners, the main downsize to this, it is the fact that not having a big surface of 
land will not guarantee profits, as on the other hand organic agriculture and hybrid one can bring 
profits on smaller cultivate areas. 
 
Question marks – Genetical modified crops – Hybrid agriculture 
Stars – Organic farming or ecological agriculture 
Dogs – Subsistence agriculture 
Cash Cows – Intensive agriculture  
 

Figure no.2 BCG Diagram 

 
Source: Henderson, B. 1970 

 
5.3. The third tool – Scenarios 

Scenario planning is mainly a disciplined method for imagining possible outcomes in the future, 
with other words identifying different realities of what could happen with the business. 

Taking in consideration of all available variables that can arise, every single scenario it is a 
description of how various elements could interact under certain conditions, capturing the richness 
and range of possibilities. After formalizing the relationship between elements, the company is able 
to develop quantitative methods. Scenarios not only analyze one outcome, i.e. a single “what if” 
they take into account all of “what ifs” possible. This allows an individual to change several 
variables at a time and not be constraint by keeping others constant, feature that provides with key 
factors that can have a major impact on the business. Thus, freeing our way of thinking, scenarios 
can be biased, due to tending to confirm evidence and discount disconfirming evidence. They way 
to weight in more the probability of possible outcomes than negative ones, along with over-
prediction, underprediction and lack of confidence and vice versa, the human tendency to confirm 
ideas, can be very harmful. Still, scenarios challenge the tunnel “vision” thinking and give the 
possibility to find out the “things we don’t know that we don’t know” by providing us with a full 
pallet of results. (Schoemaker, P., 1995). 

In agriculture a broad used example is prediction of the harvest in relationship with weather, 
this helps in forecasting the sales and if/when/or they will make an investment. 
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Figure no.3 Scenarios blocks 
 

 
Source: Schoemaker, P., 1995

 
6. Agriculture particularities 
 

 Agriculture is the only branch of the economic sector that is characterized by a number of 
peculiarities that determine risk and uncertainty about the profitability of the firm and the final 
result after the investment. One of the most important and influential features is the seasonal aspect 
of agriculture 

The highest outcome in the agricultural is obtained with a major dependency of rain and water. 
While the soil can be altered and improved by using organic or non-organic fertilising. Access to 
information for future weather forecasts is vital in choosing what will be grown. High–yielding 
varieties can increase production potential in good years and reduce losses in poor years;   

Another point to be taken into consideration is positioning in space, while mountains and hills 
do not have the same demand as plain fields a high production can be obtain if maximum 
exploitation of given resources. 

What more can be used? 
Additives for providing nutrients and fertilizers for enhancing soil’s effectiveness by modifying 

aeration and water retention. 
 
7. Findings 
 

Commitment and fulfillment are two important directions to be followed when trying to make a 
profitable decision. The analysis must ultimately answer two questions, to whom the product can 
be sold and for how long. These two will help us establish the timeframe of the business and the 
target market as well as establishing the goals it needs to have to create a business plan with 
carefully selected achievable goals. A key aspect of this plan is that the milestones of the business 
are interconnected. Meeting them in a timely manner will help create the favorable environment for 
future success. 

In regard to planning, there is need for an evaluation of the external factors, ranked by their 
immediate impact: 

• The country’s economic growth - considering the general economic cycles and the specific 
nations growth rates fluctuations; e.g. if a country is growing well then so are the businesses. 
The primary result of this can be observed in its stock prices and the stability of interest rates 
and inflation. At the other end we have low stock prices and increased interest rates and 
inflation. 

• Political climate. Political stability is a must when deciding to invest, a balance between 
social and economic growth must be sought. 

• Interests rates – are the main decisional factor in lending and borrowing from banks. The 
rates at which business are likely to borrow will determine the interest rates growth or 
decrease.  

• Inflation – the rise in prices is the generally accepted definition of inflation, lower inflation 
and interest rates will yield higher profits and generate increases in the stock value. The 
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opposite means lower profits which later on leads to lower value stocks. If investing when 
inflation is risen the cost of business on the long term will be higher so the investment 
decision must be made accordingly. 

• Global climate – a rise in international prices will have a direct impact on national prices as 
well. Inflation will also be affected directly and indirectly, the synergy between the country 
of investment and other countries economic climate it is so tight, that if global markets grow, 
the local market will rise as well. 

 
Internal factors must also be taken into consideration: 
• Risk profile – some people are more prone to risks than others. Knowing risk aversity will 

shrink the area of potential opportunities and vice versa. 
• Age – the available time is one of the most important factors when making a decision, 

having time on one’s side will usually trigger an investment in riskier business; failure is 
not seen as such an issue when age is on one’s side since there is always the possibility of a 
fresh start. 

• Dependents – the nature of sole provider of the family it is not new, especially in 
agriculture, being the only source of income for the household has considerable weight 
when analysing risk and opportunities.  

 
8. Conclusions 
 

The investment decision aims at achieving the optimal financial structure for cash allocation 
over time. The influence factors are of a diverse nature and result from all the relationships the 
company has with the market, with the suppliers, with the banking sector, practically with all the 
elements of micro and macro environment. Sales stability is the most important factor. In general, a 
large turnover also brings a big profit. Relative sales stability allows a company to use a larger 
proportion of borrowed capital as it can incur fixed expenses with higher interest rates than a 
company that has unstable sales. 

Sustainable investment requires active involvement of the decision makers by continuously 
analyzing the market context in which the relationships between upstream and downstream 
economic agents are taking place. 

The failures and success of several these tools in the past have led to today raise of different 
consultants and consultancy companies that can evaluate the risk and opportunity in your stead. 
The reality is that no matter how many tools and instruments are used to analyse, those will only 
provide raw, theoretical data and will not ensure the success of the business, as previously 
described, there are many macro-economic and micro-economic factors to consider. Further steps 
in innovating the analyse of success and failure will consist in scaling the business and placing it 
through several scenarios. This enables us to organise the possibilities into “stories” that are easier 
to grasp and use than raw volumes of data. (Schoemaker, P., 1995). 
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Abstract 
 

      The classic economy indicates the traditional production factors (labour, nature and technical 
capital) as responsible for continuing improvement of the economy, the currency theories 
emphasize the financial capital, so that the ideology of knowledge society would identify these 
factors in human capital and its creative, innovative potential. Financing education followed up by 
training in the professional field in order to increase the skills and knowledge of an individual 
supports economic growth, thus the need to develop a national strategies of the educational 
capital. Ongoing spending toward education and health are investments made specifically for the 
growth of economy and prosperity of the citizens. Studies confirm the strong links bounded by 
human capital and labour income and that there are variations of incomes according to the degree 
reached by an individual during the years spent for education and professional practice, the 
earnings increase according to educational degree. 
 
Key words: human capital, education, training 
J.E.L. classification: I25, J24 
 
 
1. Introduction 
 
     The more imperative thesys regarding the adjustment of the services for education  toward the 
labour market requests, could be replaced with the economic development through reinforcing of 
the creative capital. The expansion and boosting of a city/area depends on what? The concerns that 
followed to answer this question constituted themselves in theories attributed  to the advancement  
and sprouting of the economy. 
     Several theories have pointed out that the material resources are the grondwork of the 
development   and the material resources at the foundation of the prosperity of an area lay the 
material resources, some invoqued technology, others the human capital (HC), others the 
organization, management, others the position towards the markets, teritorial homogenity or even 
the natural environement. 
 
2. Literature review - Human capital theory 
 
     The economy insinuated itself in all compartments of life today: people are work force or 
human capital (Becker, 1993), education became an educational service, academic space became 
competitive, university leadership was transformed into academic management, they talk more and 
more about the social rate of return from academic research (Mansfield, 1991), about 
Industrializing Knowledge (Branscomb, Kodama, Florida, 1999), health is a medical service, and 
the examples may go on. 
     An extensive incursion in conceptualization’s background concerning economy and economics 
disseminate society’s and economy’s betterment is accompanied by changes concerning not only 
the ways of organising and unfolding the work, just the same the economic growth’s aspects: 
assuming that the classic economy indicates the traditional production factors (labour, nature and 
technical capital) as responsible for the continuing economic successfulness, the currency theories 

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

390

mailto:emasomogyi@gmail.com


emphasize the financial capital, so that the ideology of knowledge society would identify these 
factors in human capital and its creative, innovative potential. 
     A. Marshall in his research “Principles of Economics” published in 1890 states that the most 
valuable capital is the one invested in people. 
     A. Smith talks about the existence of a profit gained after investing in education and training. 
Education becomes a capital, as the financial one, the profit being equivalent to that gained 
following a financial capital investment, on the pages of “The Wealth of Nations”, 1776. 
     G. Becker arguments that economic development is obtained following substantial investment 
of the citizens and companies into education carried out through training courses with the purpose 
of achieving expertise and skills needed on the job. (Becker, 1964)  
    Prior research and studies written by TH. Shultz and G. Becker represent an important source for 
the ontogenesis of the theory of HC.  
    How is human capital defined in the dictionary? HC is defined as an asset of an individual 
shaped  by a combination of ability, awareness, education, know-how, skills with the intangible 
resources  of a citizen in order to economic prosper, in the same time prosperity of the individuals 
and of the community. 
    Among the economics of education and professional preparation, HCT becomes an archetype, a 
theoretical perspective recognizing that citizens infuse in their human capital the same businesses 
invest in equipment. A comprehensive description of the investment in the training can be 
shortened by the three words: economic and social tool. (Becker 1964; Mincer 1970)  
     Studies show that people with more education and training have a bigger income, find a job 
faster and are able to keep it for longer time.  
     “It holds that individuals and nations with superior education standards will earn more and 
enjoy more rapid economic advancement than less well-educated individuals and nations.” 
(O’Keefe Sue et al, 2007 concluding the studies of Blundell et al 1999 adding Piazza- Georgi 2002)   
     The role for human capital is triggering and sustaining economic growth and social 
development. Eradication of poverty and prosperity is achieved on the grounds of financing 
education and training. The organizations profit and productivity are directly related to adequate 
educated and trained employee. (O’Keefe Sue et al, 2007 summing up Romer 1986 and Quiggin 
1999) 
     When does training occur in an individual’s life?  The wage-earner at the beginning of his 
career is expected to attend a professional training, consequently younger people incline more for 
training anticipating longer periods to amortise the investment and existence of higher return rate 
(Blundell et al 1996) combined with the increase in earnings, HCT concludes. 
     What are the characteristics of the participants in education and training programs? Citizens that 
invest in their education tend to participate in professional training programs investing time and 
money. (OECD 1998). 
     The growth of efficiency in using the workforce and the adaptation to the changes of economic 
environment are the result of investing in education and vocational training programs. Researchers 
describe the HC’s components alongside the acquired education and investment in training as being 
the ability and the on the job learning and experience accumulated over the years. (Long et al 2000) 
 
3. Research methodology 
 
     The object of this study is to point out the bond between investing in education and training and 
increase in wages of the worker and profits of the enterprises. The contribution made toward 
education precede prosperity and development of the community.   
    For this reason I have carried out a closer look to the literature on the theory of the human 
capital, looking into the dominant factors, applicable elements and foremost factors. Numerous 
literature titles, articles, research were utilized and analysed to complete the task.  
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4. Listing most important functions, foremost factors and applicable elements of HC 
 
     Looking at the human capital as an individual attribute, obtaining knowledge and skills, the 
literature review points out two important functions of training. The first one is the investment of 
time and money in education and training. The second one is an identifying bridge connecting 
skills, worker’s and the job required ones.  
     The main principle of the HCT states that skills acquired through training lead to higher 
productivity reflecting into increased wages, thus education and training become investments. 
Employers anticipate training of their employees’ expenditure dividend as expected with other 
investments. The benefits of the investment depend on the training charge, increase of salary costs 
versus the productivity increase. (Becker, 1975) 
     Researchers talk about other two factors of the HC, first cost of the training, taking in 
consideration the organization’s and the attendant’s contributions, adding to this expense the time 
required to achieve the needed skills. The second factor is the size of the company supplying for 
professional instruction. Studies have emphasized worker’s higher learning capacities lowers the 
investment in tutoring programs. It also points out the bigger the enterprise is the more educate 
their employees are. (M.S.M. van Smoorenburg et al, 2000, p.208).  
     The study of M.S.M. van Smoorenburg and R.K.W. van der Velden points out that higher 
educated people participate more in the company’s training programs. Part-time employees have a 
lower rate of participating to training. Those who leave school early working in a different field of 
their school education are more likely to participate in organization’s training. Over-educated 
individuals have a lower probability rate of taking part in training. (M.S.M. van Smoorenburg et al, 
2000, p.213). 
     Through the HCT, education is defined as a growing factor of individual productivity. Citizens 
gain knowledge and skills that can be used in social and economic activities remunerated through 
investing in educational.  Pointing out the importance and benefit of each of the three forms of 
education. Along this idea the importance of lifelong learning (LLL) notion stands out. This 
investment consists in allotment of time and material resources, the potential result being the 
growth of wages. Additional studies to discover, understand and link the LLL concept with 
increase in earnings and economic growth will be done for the future articles from our part. 
(Pavelescu et al., 2007) 
     B. Voicu talks about HC’s prime elements, which are the formal education, personal skills, 
health state. Human capital is defined as the abilities exploited on the labour market in exchange of 
economic resources and made of educational capital – instruction, training, development and 
biological capital – physical skills, health state. (Voicu, 2004) 
           
5. The educational dimension 
 
      When entering the labour market, the fundamental problem for any graduate concerns his work 
environement, that is the economic environement (the situation on the labour market, the income 
levels, potențial for development) and the social environement (social structures and networks of 
affiliation, interhuman relations), to which we can add the physical environement of the 
organization, even the cultural one. Coleman’s research proved, even since 1966, that the school 
results have no connection with the resources that the teaching institution has, either material, 
human or curricular ones; but rather they are tightly related to the nature and character of the 
students, measured looking at the number of students with encyclopedias in their home and the 
proportion with high aspirations. This fact confirms that the university graduates have more 
opportunities, including about their professional integration. (Ștefănescu F. et al, 2013) 
     The changes in the occupational structure of a society at a given time influences the professional 
trajectory of a person and his occupational status aquired, on the individual trajectory acting other 
factors, too, such as: personality, human, social and cultural capital of his own and of his parrents, 
the residential environement, and motivational factors (income, needs, work conditions, interhuman 
relations, etc). The occupational structures are flexible, they are modified according to the requests 
for work force and to the technological changes, production, organization, also according to the 
offer for work force and its educational level. Such changes, simultaneously to the growing number 
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of university graduates, could lead to either a constraint of the personnel to accept the existing 
work places, sometimes under the personal qualification level, or an adaptation of the occupational 
structures to the work force’s height of the preofessional qualifications.  (Ștefănescu F. et al, 2013) 
     Ongoing spendings toward education and health are investments made specifically for the 
growth of economy and prosperity of the citezens. Mincer and Becker show on their study the 
strong links bounded by human capital and labour income and that there are variations of incomes 
according to the degree reached by an individual during the years spent for education and 
professional practice, the earnings increase according to educational degree.  
     Searching the literature, authors develop studies on how non-formal and informal education 
produce educational capital stocks hard to estimate, direct testing of all the skills being difficult to 
do. The complementarity of educational programs can be noticed in preparing the workforce, the 
trained skills can be used according the economic and social environment in which the individual 
lives – a continual investment, trough training courses, a new concept being formed lifelong 
education. 
 
6. Conclusions 
 
     Financing education followed up by training in the professional field in order to increase the 
skills and knowledge possessed by an individual supports economic growth, thus the need to 
develop a national strategies of the educational capital. OECD’s reports through cross-nation 
studies point out the rate of educational investment profit is higher for university graduates than for 
high school graduates and that the probability for unemployment and poverty is decreased by 
acquiring training degrees. The prosperity of the region, adding social expansion of the society 
topping the individual’s buildup is triggered by the continuing financing education and skill 
training programs. 
     On a medium and long term, Porter (2002) favours educational policies that sustain preparation 
for a society of knowledge, quoting “Innovation has become perhaps the most important source of 
competitive advantage in advanced economies”, thus country’s economy has increased, looking at 
Finland and Taiwan which established and infused in boosting the innovative capacity of its 
people.  Concluding “Building national innovative capacity will represent the fundamental 
development challenge facing many countries for years to come” (M. Porter, S. Stern, 2002, p.15). 
Differences between countries concerning innovation „depends on an interaction between private 
sector strategies and public sector policies and institutions. Competitiveness advances when the 
public and private sectors together promote a favourable environment for innovation” (Ibidem, 
p.2). 
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Abstract 
 

Seaside tourism is an important form of tourism that involves capitalizing on natural resources 
(water, sand and sun). The capitalization from the tourist point of view of these natural resources 
implies the existence of the technical and material base materialized in accommodation units, in 
dining units and in leisure and entertainment units, but also the existence of the labor force.  

In Romania, seaside tourism has a central place in the tourist activity because in this area is 
found the largest accommodation capacity. After 1990, seaside tourism in Romania has 
experienced a downward trend due to factors such as: low quality of services, inadequate 
management of natural resources, the existence of a low-skilled and insufficiently motivated human 
resource in terms of salary. At the same time, the seaside tourism in Romania is characterized by 
an accentuated seasonality, which generates great problems for the providers of tourist services in 
this area. 

 
Key words: seaside tourism, tourists, accommodation units 
J.E.L. classification: L80, L83. 

 
 

1. Introduction 
 
Seaside tourism is an important form of tourist activity that takes place by harnessing natural 

resources: sun, water and sand. Unlike other forms of tourism, seaside tourism is characterized by a 
high seasonality because it is dependent on natural factors. 

Seaside tourism is closely linked to the coastal area. The coastal zone is where the processes of 
the sea and the land interact, resulting in a great diversity of landforms and scenery. At least a third 
of the world’s population are estimated to live on or near the coast, so tourism is but one of many 
economic activities making demands on its resources (Boniface & Cooper, 2009, p.46). 

For Romania, the Black Sea seaside is another important tourism point. The season starting 
officially on the 1st of May, or otherwise known as Labour Day, when many prefer to run away for 
just one weekend and spend this special day on the sandy beaches from Dobrogea Country 
(Stanciulescu & Lee, 2011, p.181). 
 
2. Literature review 
 

Tourism usually denotes forms of recreation that take place beyond a specified distance from 
the home or in an administrative jurisdiction different from one’s place of permanent residence 
(Heath & Wall, 1992, p.4). 

In Foster's view, there are five types of tourism: recreational tourism, cultural tourism, historical 
tourism, ethnic tourism and environmental tourism. Recreational tourism is where mass and 
popular-package tours, involving substantial sized groups, seek mainly sun-sea-sand and fresh air 
or sporting activities of various kinds (Foster, 1985, p.20). In other words, seaside tourism is seen 
as a form of recreational tourism. 

Other authors consider seaside tourism to be a form of sunlust. Thus, sunlust is a form of tourist 
activity in which natural factors (sun, water, snow, green areas) are the main motivations for travel. 
(Stanciulescu et al, 2002, p.180). Sunlust travel normally calls for facilities for a longer stay and for 
recreation and much of it equated with resort holidays (vacations) (Medlik, S., 1993, p.140).  
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Seaside tourism is also considered a form of mass tourism. Mass tourism imposes significant 
demands on an area for the supply of services with which tourists are familiar, such as comfortable 
accommodation, good water, sewage and electricity supplies and a wide variety of catering and 
entertainment services to suit their tastes (Laws, E., 1991, p.12).  

The capitalization of natural and anthropic tourist resources implies the need for a specialized 
labour in the provision of tourist services. Thus, the human resource is the one that determines the 
quality of the services offered in the case of seaside tourism and consequently determines the 
intensity of tourist flows to the seaside as a tourist destination. 

 
3. Research methodology 
 

The analysis of seaside tourism in Romania is performed using statistical data targeting the 
tourist reception structures with existing accommodation functions on the seaside and in Constanta 
County, the number of Romanian and foreign tourists arriving on the seaside and in Constanta 
County and also the number of tourists arriving in accommodation units by comfort categories. 
 
4. Seaside tourism in Romania 
 

The flat Black sea coast forms part of the Dobruja region and is scenically the least interesting 
part of Romania, but offering broad, gently shelving beaches and a holiday season lasting from 
May to September, it has become the main destination for foreign holidaymakers, and accounts for 
the majority of all bedspaces (Boniface & Cooper, 2009, p.354). 

Romania's main sea resorts are concentrated on 45 miles of fine sand beaches and include 
Mamaia, Eforie, Neptun, Jupiter, Venus, Saturn and Mangalia (http://romaniatourism.com/black-
sea-resorts.html). 

The importance of seaside tourism in Romania is reflected by the existing accommodation 
capacity as well as the capacity of accommodation in operation. Because Constanta County has the 
most tourist resorts on the Black Sea coast, it is important to analyze the accommodation capacity 
in Constanta County. These data are presented in table number 1.  

 
Table no. 1 Touristic accommodation capacity in the period 1990-2018, in Constanta County 

Year 
 

Existing 
(places) 

In operation 
(thousands 

places - day) 

Indices of net using 
the touristic 

accommodation 
capacity in operation 

(%) 
1990 149442 23387 53,2 
1995 121196 12124 56,6 
2000 122598 9572 50,2 
2005 121067 10939 40,3 
2010 124643 9966 31,8 
2011 83751 11329 29,7 
2012 84690 10657 35,7 
2013 85756 9979 34,3 
2014 87496 10618 34,1 
2015 87848 11059 37,8 
2016 85285 10149 44,8 
2017 84157 10448 45,3 
2018 85418 10376 48,3 

Sources : INS, DJS Constanta: Anuarul-Statistic-al-Judetului-Constanta-2019.pdf, p.117; 
https://constanta.insse.ro/anuarul-statistic-al-judetului/anuarul-statistic-al-judetului-constanta/ 
 

The analysis of the data in Table no.1 highlights the following aspects: 
• There is a decrease in existing accommodation capacity from 149,442 places in 1990 to 85,418 

places in 2018, which is a decrease of about 43%. This decrease is based on the removal from 
the tourist circuit of many accommodation units that were owned by the state and at the same 
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time a significant decrease in investments made in this tourism sector; 
• In the case of the accommodation capacity in operation, there was a decrease from 23,387 

thousand places per day (in 1990) to 10,376 thousand places per day (in 2018), which represents 
a decrease of 55.6%. This is a significant decrease that reflects the decline of tourist activity on 
the coast, including in Constanta County 

• In the case of the index of net utilization of the accommodation capacity in operation, there is a 
decrease from 53.2% in 1990 to 48.3% in 2018. 

• The largest decrease was registered in the period 2010 - 2011 as an effect of the economic crisis 
registered in that period and which also affected the tourism sector on the Romanian Black Sea 
coast. 

 
Table no. 2 Tourist accommodation activity in the period 1990-2018, in Constanta County 

Year 
 

Tourists 
(thousands) Overnight stays 

(thousands) TOTAL Foreigners 
 

1990 1696 133 53,2 
1995 1043 84 56,6 
2000 758 44 50,2 
2005 821 109 40,3 
2010 803 48 31,8 
2011 845 46 29,7 
2012 953 55 35,7 
2013 860 48 34,3 
2014 884 51 34,1 
2015 1021 59 37,8 
2016 1163 61 44,8 
2017 1236 62 45,3 
2018 1312 63 48,3 

Sources: INS, DJS Constanta: Anuarul-Statistic-al-Judetului-Constanta-2019.pdf, p.117; 
https://constanta.insse.ro/anuarul-statistic-al-judetului/anuarul-statistic-al-judetului-constanta/  
                                                                                                                                                           
If we consider the activity of tourist accommodation in Constanta County, from the analysis of 

the data from Table no. 2 the following aspects can be deduced: 
• In 2018, compared to 1990, the number of tourists arrived decreased by 22.6%. A significant 

decrease in this number took place between 2000 and 2014 and is due to factors that have 
negatively influenced the demand for tourist services on the Romanian Black Sea coast, both for 
Romanian tourists and for foreign tourists. 

• In the case of arrivals of foreign tourists in Constanta County, including on the Romanian Black 
Sea coast, there is a decrease of 53%, which indicates an inadequate policy in terms of attracting 
foreign tourists to this tourist destination. 

• In the case of overnight stays, there was also a decreasing trend, respectively a decrease in 
overnight stays from 53.2 thousand to 48.3 thousand, a decrease due to the significant reduction 
of the number of tourists arriving on the seaside, including in Constanta County. 

• Significant decreases started in 2005 and continued until 2015 when there is an increase in the 
value of the analyzed indicators, but below the value recorded in 1990 
These decreases in the values of the indicators analyzed in the period 1990-2018 indicate a 

decrease in the existing accommodation capacity in Constanta County, including the Romanian 
Black Sea coast. 

These decreases, reflected negatively in the number of tourists who arrived on the Romanian 
Black Sea coast, generated many problems for tourist service providers, in terms of revenues, 
investments and employment. 
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Table no. 3 Arrivals of tourists in the establishments of touristic reception with functions of touristic 
accommodation, on the Romanian seaside, in the period 2006-2018 (The Municipality of Constanta 
excluded) 

Year TOTAL  TOTAL 
% 

% 
Romanians Foreigners Romanians Foreigners 

2006 686502 624690 61812 100 91,0 9,0 
2007 796162 737971 58191 100 92,7 7,3 
2008 832589 791020 41569 100 95,0 5,0 
2009 788356 756749 31607 100 96,0 4,0 
2010 702566 671182 31384 100 95,5 4,5 
2011 735881 706882 28999 100 96,0 4 
2012 804198 767830 36368 100 95,5 4,5 
2013 728748 697208 31540 100 95,7 4,3 
2014 747103 715778 31325 100 95,8 4,2 
2015 821659 792039 29620 100 96,4 3,6 
2016 977386 942987 34399 100 96,5 3,5 
2017 1049970 1016287 33683 100 96,8 3,2 
2018 1111431 1076121 35310 100 96,8 3,2 

Sources: INS, Romanian Tourism Statistical Abstract, 2007, p.40; 2008, p.40; 2009, p.40; 2010, p.46; 
2011, p. 46; 2012, p.42; 2013, p. 40; 2014, p.38; 2015, p.38; 2016, p.38; 2017, p.38; 2018, 
p.38, http://www.insse.ro/cms/ro/content/alte-publicatii;  
INS, DJS, Anuarul Statistic al Judetului Constanta 2019, p.119, https://constanta.insse.ro/anuarul-
statistic-al-judetului/anuarul-statistic-al-judetului-constanta/ 
 
Regarding the arrivals of tourists on the seaside, according to the data in Table no. 3, there is an 

increase in the total number of tourists between 2006-2018. Thus, the total number of tourists who 
arrived in in the establishments of tourists’ reception, on the seaside, increased by over 400,000 
tourists in 2018 compared to 2006, which represents an increase of 62%. The increase in the total 
number of tourists is due to the increase in the number of Romanian tourists by 72% in 2018 
compared to 1990, respectively by over 450,000 tourists. 

If we take into account the number of foreign tourists who arrived in the tourist reception 
structures with accommodation functions on the seaside, there is a decrease in their number by over 
26,000 tourists in 2018 compared to 2006, ie a decrease of 43%. 

  
Figure no. 1. Arrivals of tourists in the establishments of touristic reception with functions of touristic 
accommodation, on the Romanian seaside, in the period 2006-2018 (The Municipality of Constanta 
excluded) % 

 
Source: Table no.3 
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From the analysis of the data from Table no. 3 and Figure no. 1, regarding the share of 
Romanian and foreign tourists in the total number of tourists arriving on the seaside in the tourist 
reception structures, the following aspect is found, namely: the share of Romanian tourists 
increased from 91% in 2006 to over 96 % in 2018 and the share of foreign tourists decreased from 
9% to 3% in 2018. 

In other words, seaside tourism in Romania is dominated by Romanian tourists while foreign 
tourists have a very low share in this tourist destination. 

 
Table no. 4 Arrivals of tourists in the establishments of touristic reception with functions of touristic 
accommodation, by category of comfort, on the Romanian seaside, in the period 2006-2018 (The 
Municipality of Constanta excluded) 
Year TOTAL 5 stars 4 stars 3 stars 2 stars 1 stars Not 

classified 
2006 686502 7848 53008 99971 89718 112600 23357 
2007 796162 8631 94335 138165 411463 123424 20144 
2008 832589 9644 87986 147359 426726 141558 19316 
2009 788356 11402 92446 135755 410513 117100 21140 
2010 702566 8984 88556 127330 360910 105782 11004 
2011 735881 14059 116380 188423 325806 73897 17316 
2012 804198 17897 142817 267466 305643 52766 17609 
2013 728748 15147 142083 287974 219460 45547 18537 
2014 747103 16760 117281 307921 240790 48891 15460 
2015 821659 20429 142745 312809 267410 67017 11249 
2016 977386 26662 199764 372628 316474 53541 8317 
2017 1049970 22867 269677 396040 307044 48780 5562 
Sources: INS, Romanian Tourism Statistical Abstract, 2007, p.40; 2008, p.40; 2009, p.40; 2010, p.46; 
2011, p. 46; 2012, p.42; 2013, p. 40; 2014, p.38; 2015, p.38; 2016, p.38; 2017, p.38; 2018, 
p.38, http://www.insse.ro/cms/ro/content/alte-publicatii 
 
The analysis of the data in Table no. 4 highlights the following aspects regarding the number of 

tourists staying in accommodation units by comfort categories for seaside tourism in the period 
2006-2017: 
• There is an increase in the number of tourists, in the analyzed interval, for the comfort 

categories of 5 stars, 4 stars, stars, 3 stars and 2 stars; 
• In the case of accommodation units classified at 5 stars, the number of tourists increased by 1.9 

times, in the case of 4 stars accommodation units increased by 4.08 times, in the case of 3 stars 
accommodation units increased by 2.96 times, and in the case of 2 stars accommodation units 
the number of tourists increased 2.42 times. Thus, it is found that the highest increase of tourists 
accommodated in accommodation units by comfort categories is registered in the case of 
accommodation units classified at 4 stars, which means an upward trend for this comfort 
category in the analyzed interval; 

• In the case of accommodation units classified at 1 star, the number of tourists decreased by 
56.7% in 2017 compared to 2006, which means a reorientation of tourists towards a higher 
category of comfort regarding accommodation services; 

• The decrease of the number of tourists accommodated in the unclassified units by 76% in 2017 
compared to 2006 is a positive aspect aimed at reducing the number of unclassified 
accommodation units and increasing the safety for tourists, due to the use of tourist services in 
units classified by comfort categories. 
Regarding the share of tourists accommodated in the establishments of touristic reception with 

functions of touristic accommodation, by category of comfort, on the Romanian seaside, in the total 
number of tourists in the period 2017-2006, the following aspects can be deduced (Figure no. 2): 
• Although there is an increase in the share of tourists staying units classified at 4 stars from 

1.14% in 2006 to 2.17% in 2017 these accommodation units have the lowest share, which 
means that they cannot meet the needs of tourists on this market segment especially in the case 
of foreign tourists; 
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• For accommodation units classified at 4 stars, there is an increase in the share from 7.72% to 
25.68%; 

• For accommodation units classified at 4 stars, there is an increase in the share from 14,56% to 
37,71%; 

• For accommodation units classified at 4 stars, there is an increase in the share from 13,06% to 
29,24%; 

• In the case of accommodation units classified at 1 star, the share of tourists accommodated in 
total of tourists decreased from 16.4% to 4.64%, and in the case of non-classified units 
decreased from 3.4% to 0.82%, which represents a change in the decision to purchase 
accommodation services from the point of view of the comfort category; 

• These aspects highlight the fact that, in 2017, in the case of the seaside tourism, the 
accommodation units classified at 3 stars and those classified at 2 stars hold 67% of the total 
number of accommodated tourists. This increase is due to the stimulation of domestic tourism 
by granting holiday vouchers. 
 
 Figure no. 2. Arrivals of tourists in the establishments of touristic reception with functions of touristic 
accommodation, by category of comfort, on the Romanian seaside, in the period 2006-2018 

 
Source: Table no. 5 

 
5. Conclusion 

 
Following the analysis of seaside tourism in Romania, the following conclusions can be drawn: 

• Although Romania has a high potential in terms of natural resources, they are not sufficiently 
exploited in terms of tourism. This phenomenon is also registered in the case of seaside tourism, 
a phenomenon reflected in the number of tourists staying on the seaside. 

• Seaside tourism is a mass tourism based on domestic tourism and not on foreign tourists and 
therefore it is negatively reflected on the foreign exchange earnings obtained from tourism. 

• The number of tourists on the seaside is underestimated because, in reality, the number of 
tourists is much higher due to the functioning in the underground economy of accommodation 
units not registered in the tourist circuit and consequently not classified by comfort categories. 

• The low number of superior accommodation units classified at 5 stars and 4 stars as well as the 
lack of hotel units that are part of integrated hotel chains generate a small number of foreign 
tourists to this tourist destination. 
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• As seaside tourism has a pronounced seasonal character, the providers of tourist services aim to 
obtain a maximum profit in a very short period of time by practicing high tariffs and an 
inadequate quality of services, which translates into a small number of tourists, especially in the 
case of foreign tourists. In these conditions, the increase of the occupancy of the 
accommodation units and implicitly the increase of the number of tourists from this tourist 
destination implies an attractive policy from the point of view of the prices practiced, of the 
services offered but especially regarding the quality of tourist services. 

• The chaotic, sometimes abusive construction on the beach had a negative impact on the natural 
resources that are the motivation for tourists to travel to the Romanian Black Sea coast. 

• The inefficient promotion of seaside tourism, including seaside tourist services, often 
inconsistent with reality, has led to the orientation of both domestic and international tourist 
flows to other competing tourist destinations. 
In order to recover the activity and capitalize on the seaside tourism potential, action must be 

taken to increase investments for the infrastructure specific to seaside tourism, but also to protect 
the natural resources specific to this form of tourism, in order to ensure sustainable tourism on the 
Romanian Black Sea coast. 
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Abstract 
 

The service sector has a very important role in an economy, because this sector contributes to 
the economic development of society by ensuring economic growth, creating jobs for the 
population and last but not least meeting the multiple needs of people. 

The development of a country is closely linked to the tertiary sector, because at present an 
economy cannot function without the existence of services. 

In the case of Romania, the transition to a market economy was an opportunity for the 
development of the tertiary sector. However, the analysis of data on the Romanian tertiary sector 
indicates an average level of development. Underfunding of certain services from the state budget 
such as education services and health services indicates an inadequate strategy used for the 
development of the tertiary sector in Romania, with long-term negative effects.  
 
Key words: tertiary sector, services 
J.E.L. classification: L80 

 
 

1. Introduction 
 

Services, regardless of their typology, have an existential role in an economy, because they 
generate satisfaction of the motivations of the parties involved, namely: providers, consumers and 
society. 

The tertiary sector is a barometer of the economy. Thus, depending on the development of this 
sector, it can be assessed whether a country is developed or not. A developed tertiary sector 
indicates a developed and modern economy. 
 
2. Theoretical background 
 

The tertiary sector or the services sector is that sector of the economy which comprises all the 
activities from which intangible goods result. 

In Black's view, that part of the economy that provides services, is materialized in the service 
industry. Service industries are collectively referred to as the tertiary sector, and are an increasing 
part of total activity in advanced economies (Black, 1997, p.424). 

The Concise Oxford Dictionary defines tertiary industry as economics the service industry of a 
country (1999, p.1481). The tertiary sector includes all activities that do not occur in the primary 
and secondary sectors (Zamfir, A., 2011, p.60). 

In Ioncica's conception, services represent a human activity, with a specialized content, resulting 
in useful, immaterial and intangible effects intended to satisfy a social need (Ioncica, 2003, p.13-
p.14). Kotler considers that services are activities, advantages or satisfactions offered for sale and 
are characterized by intangibility, inseparability and perishability (Kotler, 1997, p.547). 

In the service industry, the quality of service is the most important competitive element (Cetina 
et al, 2009, p.31). The quality of services depends closely on human resources because the 
workforce is essential in the tertiary sector. 
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Consequently, in order to provide a service, there must be: 
• Human resource specialized in providing the respective service;  
• The technical-material base corresponding to the provision of the respective service;  
• The presence of the customer as a consumer. 

3. Research methodology 
 

The research and analysis of the services sector in Romania is based on statistical data regarding 
the population employed in services, the importance of this sector to economic growth and at the 
same time on the data about financing from the state budget of non- market services. 
 
4. Tertiary sector in Romania 
 

At present, a country is considered developed if it has a developed service sector. In other 
words, in that country, the tertiary sector must have the largest share in the gross domestic product 
and, at the same time, the population employed in the services sector must be the majority. 

 
Table no. 1 Employment by sectors of the economy in Romania, in the period 2014 - 2017 (thousands of 
people) 

Sector of activity 

 

Year 

2014 2015 2016 2017 

TOTAL 8634,6 8525,7 8429,6 8631,2 

of which Primary 2528,4 2251,1 2009,5 2015,8 

Secondary 2471,0 2415,2 2507,5 2585,1 

Tertiary 3635,2 3859,4 3912,6 4030,3 

Source: National Institute of Statistics, www.insse.ro  
 
Analysis of the data from Table no. 1, regarding the employed population by activity sectors in 

Romania, in the period 2014 - 2017, indicates the following aspects: 
• Between 2014 and 2017, the primary sector lost over 512 thousands employees 
• In the second sector of the Romanian economy there was an increase of workforce of over 114 

thousand 
• The population employed in the services sector registered an increase of over 395 thousand 

people, which indicates an upward trend recorded by this sector of the economy. 

Table no. 2 Employment by sectors of the economy in Romania, in the period 2014 – 2017 (percentage) 
Sector of activity 

 

Year 

2014 2015 2016 2017 

TOTAL 100 100 100 100 

of which: Primary 29,3 26,4 23,8 23,4 

Secondary 28,6 28,3 29,7 29,9 

Tertiary 42,1 45,3 46,5 46,7 

Source: National Institute of Statistics, www.insse.ro  
 
As can be seen in Table no. 2, the distribution of the employed population, by activity sectors of 

the Romanian economy, between 2014 and 2017, presents the characteristics of a developing 
economy. 

The same aspects are highlighted by the data represented in Figure no. 1. 
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The socialist economy existing in Romania before 1990, based on an aggressive policy of 
industrialization, generated a high share of the population employed in agriculture and industry. 

 
Figure no. 1. Employment by sectors of the economy in Romania, in the period 2014 – 2017 (percentage) 

 
Source: realized by author, based on data provided by National Institute of Statistics, www.insse.ro 
 
After 1990, the surplus of labor in industry was not redistributed to the service sector but to 

agriculture. 
 
Table no. 3 The contribution of economic activities, by sectors of activity to the creation of GDP, in 
Romania in the period 2014 – 2018 (percentage) 

Gross domestic product Year 
2014 2015 2016 2017 2018 
100 100 100 100 100 

of which: Primar 4,7 4,2 4,0 4,3 4,4 
Secundar 31,6 29,9 30,06 28,9 28,3 
Tertiar 63,7 65,9 65,9 66,8 67,3 

Source: National Institute of Statistics, www.insse.ro  
 
Analysis of the data from Table no. 3, highlights the participation of the services sector in 

Romania's economic growth, in terms of gross domestic product. 
Thus, the services sector contributed by over 63% in 2014 and by over 67% in 2018, which 

represents an increase of over four percent. These weights of the services sector in the creation of 
gross domestic product indicate the majority contribution of this sector. But, this contribution is 
insufficient to consider the Romanian economy a developed and modern economy. 

The decrease in contributions to GDP, of the primary sector from 4.7% to 4.4% and of the 
secondary sector from 31.6% to 28.3% - which indicates a low productivity in the first two sectors 
of the economy - had as a consequence the increase of the contribution of the services sector. 

Table no. 4 Execution of the state budget in Romania in the period 2014 – 2018 (percentage) 
Indicators name Year 

2014 2015 2016 2017 2018 
EXPENDITURE - total 100 100 100 100 100 
General public services 37,8 38,5 35,6 29,3 24,5 
Defence, public order and national security 17,6 17,8 16,5 17,9 17,8 
Social-cultural expenditure 23,2 23,7 29,5 31,9 37,2 
Services and public development, dwellings, 
environment and waters 

4,9 5,6 4,8 2,6 3,4 

Economic activities 16,5 14,4 13,55 18,3 17,1 
Source: National Institute of Statistics, www.insse.ro  
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The analysis of the data from Table no. 4, registered in Romania, from the point of view of the 
expenditures made, indicates (see also Figure no. 2), an increase of the share of socio-cultural 
expenditures by 14 percent in 2018 compared to 2014 This increase is not due to a high level of 
development of the Romanian economy, but is based on the increase of expenditures made with 
salaries for human resources in this sector. 

 
Figure no. 2. The share of expenditures on socio-cultural services in the total expenditures regarding the 
execution of the state budget, in Romania, in the period 2014-2018 (percentage) 

 
Source: realized by author, based on data provided by National Institute of Statistics, www.insse.ro 
 
The structure of expenditures for socio-cultural services is presented in Table no. 5. The 

analysis of these data shows the following conclusions: 
• In 2018, compared to 2014, the expenses with socio-cultural services increased by 38234 

million lei, respectively by 143%. This increase is mainly due to the increase of salary expenses 
in the field of education and health. 

• Spending on education services increased by over 388% in 2018 compared to 2014. 
• There have also been positive developments in the case of health and social assistance services 
• Expenditures on cultural services registered a slight decrease in 2018 compared to 2014. 

 
Table no. 5 Execution of the state budget in Romania in the period 2014 – 2018 - Social-cultural 
expenditure (lei million)                                                                                                                                                                                   

Indicators name Year 
2014 2015 2016 2017 2018 

EXPENDITURE 
TOTAL 

115615,9 125215,8 130083,1 144418,7 174674,2 

Social-cultural 
expenditure 

Total 26679 29666,2 38343,9 46102,4 64913,4 
of which 

Education 4442,4 4491,9 5040,1 5430,2 21719,5 
Health 3143,6 3758,5 4086,6 4537,1 6060,0 

Culture, recreation and 
religion 

1871,4 1919,8 1876 3081,3 2991,0 

Insurance and social 
assistance 

17221,6 19496 27341,2 33053,8 34142,9 

Source: National Institute of Statistics, www.insse.ro  
 
Although they had increases in spending on education and health services, the analysis shows 

that the highest share of total spending on socio-cultural services has insurance and social 
assistance services which reflects the low level of development of Romania (see Figure no. 3). 
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Figure no. 3. The share of expenditures on education, health, culture and social assistance services in the 
total socio-cultural expenditures regarding the execution of the state budget, in Romania, in the period 
2014-2018 (percentage) 

 
Source: realized by author, based on data provided by National Institute of Statistics, www.insse.ro 
 
This aspect is also highlighted by the share of expenditures on education and health services in 

the total expenditures aimed at the execution of the Romanian state budget (see Figure no. 2). 
Thus, in the case of education services the share of expenditures with these services was up to 

4%, except for 2018 when the share of education services increased to 12.4%. In the case of health 
services, the share of expenditures with these services was up to 3.5% during 2014-2018, which 
indicates a weak development of education and health services. 
 
5. Conclusions 

  
 Currently, in Romania the tertiary sector is insufficiently developed and the analysis of 
indicators specific to this sector, namely the employed population and the contribution to the 
creation of GDP, indicates an economy that is not specific to countries with a modern and 
developed economy. 

Expenditures on education and health services indicate a low level of development of the 
services sector in Romania, due to underfunding, both in terms of investments in the technical 
material base and in human resources, which in the long run will have a negative effect on 
Romanian society. 
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Abstract 
 

In the past decade, the concept and values of green economy have become o topic of interest for 
both academics and practitioners. The tourism industry made no exception, taking into account its 
great negative impact on the environment. As a result, the paper presents a survey focused on 443 
customers of tourism services, aiming at determining their perception towards green hotels. In this 
regard, several aspects have been taken into account, such as: attitude towards green behavior, 
trust in green hotels, intent to visit green hotels and willingness to pay for their services, influence 
of the external environment in choosing the services of green hotels. The results offer hoteliers a 
valuable insight on this subject that could be used in establishing future investments in green 
practices or environment management systems.  

 
Key words: green hotels, green practices, sustainability, tourism 
J.E.L. classification: Z32, Q57 

 
 

1. Introduction 
 

Green economy is a concept strongly brought into light starting with 2010, although it was first 
mentioned in the literature in 1989 (Loiseau et al., 2016). The growing interest in green economy, 
suggested by large international bodies such as European Commission (2008, 2010), United 
Nations (with the United Nations Environment Program - UNEP, 2003, 2010) or the World Bank 
(2012) has also gained the attention of the hotel industry, as all large international hotel groups 
have started to set sustainability objectives and have increased their efforts to change their 
operational activities in order to address environmental issues. Having these in mind, the paper 
focuses on customers’ perception on green hotels. After presenting a literature review on this 
matter, the paper highlights the results of an empirical study including 443 customers of tourism 
services in Romania. The findings may be of great interest for both academics and hoteliers. 
 
2. Literature review 
 

Despite the growing concern regarding sustainable tourism, Kang et al. (2012) highlight that a 
considerable percentage of hoteliers are still not convinced to invest in green practices, since they 
find it hard to see the return on such investments. In this regard, Dascalaki & Balaras (2004) and 
Karagiorgas et al. (2006) focused as well on the reasons why hoteliers tend to be skeptical in 
investing and implementing green practices, while Alonso-Almeida et al. (2017) and Hsiao et al. 
(2018) researched the barriers encountered by hotel managers in implementing environmental 
practices. One of the barriers suggested by Alonso-Almeida et al. (2017) was customers’ 
skepticism, as hoteliers have the perception that communicating the green practices implemented in 
the hotel would negatively impact customers’ visit intention, as they would expect a lower level of 
quality service. A similar conclusion has been reached by Nimri et al. (2017), who have proven that 
tourists associate green hotels with a lower comfort level, which definitely does not address the 
requirements imposed by the luxury sector.  
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Green practices usually bring a positive change in the brand’s reputation, but whether the 
customers are willing to pay a premium for a stay in a green hotel has not yet been established, 
since the results presented by academics have not reached a consensus. For example, Kang et al. 
(2012) have showed in their research that customers from mid-priced and luxury accommodation 
units tend to be more willing to pay a higher rate for a stay in a green hotel, compared to customers 
of economy accommodation units. Moreover, Verma et al. (2019) concluded in their own research 
that values and personal beliefs have a strong weight in determining a positive attitude towards 
green hotels and in influencing the visit intention to such accommodation units. Other studies (Han 
et al., 2009; Wang et al., 2018) indicate that young customers (such as Millennials) and female 
customers are more likely to choose and recommend the services of green accommodation units, 
compared to male customers or older ones, who have a lower concern towards environmental 
issues. Han et al. (2009) even concluded that older customers tend to be more willing to pay a 
premium for green hotels’ services. However, this may be correlated not necessarily to their higher 
concern in sustainability, but rather to their higher level of income, compared to younger 
customers. The literature also focuses on how the green economy principles may be applied in 
order to attract customer support and trust in green hotels, as Han et al. (2018), Lee şi Cheng 
(2018), Wang et al. (2018), Gupta et al. (2019), Yadav et al. (2019) and Verma et al. (2019) draw 
attention to those green practices and strategies that hotel managers can implement to attract 
customers, as well as to the correct ways of communicating and signaling the implementation of 
green practices in accommodation units. Furthermore, there are studies (Kim et al., 2016; Lee şi 
Cheng, 2018; Wang et al., 2018) proving a relationship between the implementation of green 
practices in hotels and customer satisfaction, the latter having a better perception of the relative 
quality of services offered by the accommodation units.  

 
3. Research methodology 
 

Based on the literature review, it was considered appropriate to develop an empirical research 
on consumer attitudes towards green hotels. This type of research was decided to be useful due to 
the fact that based on the findings presented by academics in the literature, as well as based on the 
author’s informal discussions with hoteliers and tourism professionals in Bucharest and around 
Romania, there has been identified a reluctance and hesitation among hospitality professionals 
regarding the aligning with green economy standards. Thus, implementing green practices 
requiring a number of initial investments is a process that must be based on the proof that they are 
financially beneficial and efficient. In this regard, identifying consumers’ views on green hotels, as 
well as identifying their willingness to pay extra for a stay in a green hotel were considered of 
interest.   

This research was initiated in January 2019 and was ended in May 2019. Firstly, the research 
instrument – a questionnaire, was tested on a group of 25 students, to ensure that the questions have 
a logical fluency, are easy to understand, and the respondents do not encounter any difficulties in 
going through the items. In addition, for an easier understanding of the concepts approached, 
starting from the definitions agreed by Han et al. (2009) and Verma et al. (2019), the questions in 
the research instrument were preceded by a small section of instructions, providing a conceptual 
clarification for the terms „green hotel” - „a green hotel is an environmentally friendly hotel, which 
has implemented green principles and programs, with the aim of lowering its impact on the 
environment and increasing its own efficiency” and „green practices” – „practices designed to take 
care of the use of resources and minimize the impact on the environment (for example, in the case 
of a hotel: recycling water and waste, energy conservation, avoiding the use of disposable products, 
charitable donation of used products – but still in good condition, use of organic products, organic 
food, etc.)”. The use of an academic definition was avoided, offering instead an explanation in a 
friendly and easy-to-understand language by the respondents.  

Furthermore, the research instrument was composed of several sections, focusing on the 
following variables: attitude towards green behavior (4 questions), trust in green hotels (3 
questions), intention to visit (4 questions), influence of the external environment (3 questions), 
willingness to pay (3 questions), and demographic profile of the respondent (6 questions). Thus, in 
total, the questionnaire presented 23 items to which a response was requested. The variables 
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included in the research were selected based on the review of the literature, as follows: attitude 
towards green behavior (Han et al., 2009; Kang et al., 2012), trust in green hotels (Yadav et al., 
2019), visit intention (Han et al., 2009), influence of the external environment (Yadav et al., 2019), 
willingness to pay (Han et al., 2009; Kang et al., 2012). In drawing the demographic profile of the 
respondent, the questionnaire included items regarding the consumption behavior of hotel services, 
their sex, level of education and monthly income. The questionnaire was distributed to consumers 
of tourism products in Romania by using isondaje.ro platform, collecting 443 valid responses. The 
main findings of the research shall be presented and discussed in the following section on the 
paper. 

 
4. Findings 
 

The 23 items to be answered in the questionnaire contained closed questions, either multiple 
choice questions, or questions using a 7-point Likert scale, from 1 – “strongly disagree” to 7 – 
“strongly agree”. All 443 respondents had been in a travel in the past 12 months (including at least 
one night spent in a hotel), but the survey also registered 46 responses from persons who had not 
traveled in the last year – these were not considered valid and were not taken into account in the 
analysis. Considering their travelling behavior, 44.5% of the respondents stated they prefer to stay 
in economy hotels, while 48.8% usually choose the services of mid-priced hotels, while only 6.8% 
of the ones questioned prefer to stay in luxury, 5-star hotels. Most of the respondents were female 
(67.7%) and 32.3% were male. Also, it should be mentioned that the survey targeted mainly highly 
educated persons, as 95.7% of the respondents have at least a bachelor degree. Surprisingly, 
although highly educated, most of the respondents (74.4%) stated that they have a monthly earning 
of less than 2000 lei, while 12.6% declared they earn between 2001 and 3000 lei/month, only 
12.9% of the respondents earning more than 3000 lei every month. This is an important aspect to 
take into account when discussing customers’ willingness to pay extra for staying in a green hotel. 
Also, the survey targeted all age groups: as 22.7% of the respondents were less than 20 years old, 
33.1% were between 20 and 39 years old, 23.9% were between 40 and 59 years old, while 20.2% 
were older than 60. 

As mentioned in the research methodology, the attitude towards green behavior has been 
studied through 4 items. The first of them surveyed customers’ concern regarding the resources still 
available in their country. The respondents were asked to express their opinion using a 7-point 
Likert scale, from 1 – “totally agree” to 7 – “totally disagree” (the only case in the questionnaire 
where this reversed scale was used) on the statement “In our country, we benefit from sufficient 
resources of electricity, water and wood, as a result we do not have to worry about the conservation 
of these resources.”. The average score of all responses – 4.96 indicates that the ones questioned 
show a real concern regarding the resources still available in Romania, these situation arising the 
need to focus on resource management and conservation. This could be considered a good 
prerequisite in developing customers’ interest towards green hotels. The other 3 statements 
indicating customers’ attitude towards green behavior are presented in Figure no. 1. 

 
Figure no. 1. Customers’ attitude towards green behavior  

 
Source: own representation, based on research results 
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The results are surprising: although the respondents agree that recycling is crucial for protecting 
natural resources, they find this action to be very difficult, as it requires too much effort. This could 
be based on the fact that the infrastructure for recycling in Romania is probably not very developed 
and the parties involved in this activity sector should make this practice friendlier. More interesting 
is the fact that the customers involved in the survey mostly agree that the companies in the 
hospitality industry do not show care and concern for the environment (3.82 average score on a 7-
point Likert scale, 1 – “strongly disagree”, 7 – “strongly agree”). Correlated to this aspect, the next 
three questions in the survey were focused on identifying customers’ trust in green hotels, the 
results being presented in Figure no. 2.  
 

Figure no. 2. Customers’ trust in green hotels 

 
Source: own representation, based on research results 
 
As easily observed, the average scores, all higher than 5 (on a 7-point Likert scale, 1 – “strongly 

disagree”, 7 – “strongly agree”) indicate positive results regarding the level of trust customers have 
in green hotels, considering their sincerity in implementing a green behavior and in lowering their 
impact on the environment, compared to hotels that do not have implemented environmental-
friendly practices. Considering that 84.9% of the respondents had never been accommodated in a 
green hotel, the study also aimed at identifying customers’ visit intention to a green hotel and 
their willingness to pay for the services of a green hotel (Figure no. 3). 
 

Figure no. 3. Customers’ visit intention to a green hotel and their willingness to pay for its services 

 
 Source: own representation, based on research results 
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The customers involved in the survey do not always consider staying in a green hotel (average 
score - 4, on a 7-point Likert scale, 1 – “strongly disagree”, 7 – “strongly agree”), as only 7.9% of 
the respondents strongly stated that they take this option into account when travelling. On the 
opposite, 10.61% of the respondents never take this action. The situation is somehow similar when 
discussing their intention to stay in a green hotel in future trips (average score – 4.68, on a 7-point 
Likert scale, 1 – “strongly disagree”, 7 – “strongly agree”), 16.7% of the respondents being 
absolutely convinced of doing so, while 6.1% stated they will definitely not look for a stay in a 
green accommodation unit in their next trip. However, the respondents seem to agree on declaring 
the intention to make an effort to choose the services offered by green hotel in the future (average 
score – 4.95). A truly positive result for hoteliers is the fact that the customers involved in the 
survey agree that it is reasonable for hotels that strive to behave environmentally sustainable and 
that have implemented green practices to have higher rates (average score – 4.93). However, the 
customers are only somehow willing to pay a higher accommodation rate to stay in a green hotel 
(average score – 4.43). These results could be correlated to the relative low monthly income the 
respondents declared to have, as only 12.9% of them earn more than 3000 lei each month.  

These being said, the respondents were also asked how much more they would be willing to pay 
compared to the usual rate, in order to support the hotel’s efforts in conducting a sustainable 
behavior towards the environment and in implementing green practices. Interesting – 7% of the 
customers involved in the survey do not agree to pay anything extra to the regular room rate, while 
29.6% would be willing to pay for a room rate with 1-5% more than the regular one, most of them 
– 35%, being willing to pay for a rate higher with 6-10% than the standard one. Almost a quarter of 
the respondents would pay up to 20% more for a room rate, in order to support the behavior of a 
green hotel, only 3.6% of the respondents being willing to pay a room rate higher with more than 
20% than the standard one. These results are valuable for hoteliers aiming to invest in green 
practices, as they offer an overview on their possibilities to recoup the investments made in this 
regard. However, they should not lose sight of the fact that the study mainly addressed people with 
a rather low income, which may have influenced the results.  

Last, but not least, the study took into consideration the influence of the external environment 
in choosing the services of green hotels, the results being highlighted in Figure no. 4.  
 

Figure no. 4. The influence of the external environment in choosing the services of green hotels 

 
Source: own representation, based on research results 

 
 Taking into account the rather low average scores obtained (from 3.62 to 4.04 on a 7-point 

Likert scale, 1 – “strongly disagree”, 7 – “strongly agree”), one can conclude that the external 
environment (through the opinion and behavior of family, friends and influencers) does not have a 
strong positive influence in determining the respondents to change their behavior and choose the 
services of green hotels. The opinion and behavior of close ones is extremely important, especially 
is the case in which the respondents spend their vacations together with families and friends. 
However, it should be taken into account that the declared attitude of the respondents towards 
green hotels is more positive than the declared attitude of their close ones and it should weight 
more in their purchase decision.  
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5. Conclusions 
 

The present paper presented an empirical research focusing on consumers’ perception regarding 
green hotels. The results could be considered rather encouraging for hoteliers, as understanding the 
need for a sustainable behavior in all sectors is a matter of education that can no longer be left in 
the shade. The respondents showed an interest in the matters regarding environment protection, 
considering that the hospitality industry is definitely not conducting a strong sustainable behavior. 
However, green hotels are perceived in a positive note by the customers involved in the study, 
although customers’ intent in choosing the services of such a hotel and willingness of paying for 
the services of an accommodation unit of this type could be strongly enhanced. The research has its 
limitations, starting from the rather low number of responses collected to the demographic profile 
of the respondents, which may have influenced the findings. Moreover, since the subjects related to 
sustainability and environment protection could be considered rather sensible, respondents may 
have been tempted to declare a more “responsible” behavior and perception in this regard. These 
being said, the correlations between the variables used in the study shall be presented in a future, 
more elaborate article. However, the results offer a valuable insight on this subject, being a good 
starting point for a more comprehensive study, which could take into account more variables that 
may determine customers’ perception and behavior towards green hotels.  
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Abstract 
 

The current pandemic has put pressure on the area of innovation so that telework can be as 
widespread as possible. Teleworking lead to more changes about human resources, such areas 
were in demographic decline may reverse their trend and congested areas that were expanding 
demographic and can also to reverse demographic trend. Also, teleworking leads to the 
restructuring of the qualification of human resources and to a polarization of them. Thus we are 
witnessing a whole chain of changes in the structure of the economic system due to the 
virtualization of activities. Some questions that are being asked at the moment: Can the 
development given by the urban agglomeration be replaced by the virtualization of activities? Can 
the phenomenon of polarization of human resources in large urban agglomerations be reversed? 
And if so, with what consequences?  This paper attempts to outline the trend dynamics of human 
resources in the context of innovation imposed by the pandemic. 

 
Key words: human resources, innovation, pandemic 
J.E.L. classification: O15, O31 

 
 

1. Introduction 
 

Throughout history, the areas with large urban agglomerations have been developed areas and 
as the agglomeration grew the economic zone was more developed compared to the adjacent areas. 
The question that arises is whether telework can keep the economic system compact and behave as 
in the case of an urban agglomeration but with a much higher fluency. Telework can lead to 
changes in the concepts of industrial areas, but it is necessary to develop telecommunications 
infrastructures. Thus, in choosing the locations for the future factories, the location of the supply 
and sales chains will be important, to the detriment of the location of the human resource, which 
will lead to a higher efficiency and to the reduction of the pollution of the big cities. 
 
2. Literature review 
 

The COVID-19 pandemic caused many employees to work from home. A survey conducted in 
March 2020 showed that 88% of organizations encouraged or asked employees to work from home 
since the COVID-19 pandemic broke out (Gartner, 2020). 

In 2019, Ernst &Young interviewed 500 managers and found that only 20% of them succeed in 
case of a high risk (EY, 2020). 

Esfahani et al (2017) investigated the main characteristics of a sustainable HRM in innovative 
organization and found the relationship between psychological capital, HR flexibility and 
sustainable HRM in organizations. 

Wang J.J. and Wang (2006)  found the relationship between the HRM and the regional 
economic sustainable development. 
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Giovanis (2019) presented the relationship between job satisfaction, teleworking and flexible 
timing. 

Anderson, Kaplan and Vega (2015) proved that the flexible scheduling of work and the work 
from home lead to the positive benefits for the lives of employees. 

Banzei and Abdelnour (2010), De Cieri and Dowling (2012), Minbaeva and De Cieri (2015) 
rethought the key variable of organizational performance related to the shock events. 

Our paper tried to answer some questions related to the COVID-19 crisis. 
 
3. Research methodology 
 

Methodological approach - The goal is to create scenarios regarding the evolution of the human 
resources distribution in time following the appearance of the pandemic. The dynamics of the 
evolution of human resources is accentuated at this moment and people are interested in this 
redistribution. It is a priority problem that everyone is trying to solve. Since the analyzed period is 
short and the statistical data are few, it is difficult to make mathematical models of the evolution of 
human resources, but one can identify the components involved in the dynamics of human 
resources and evolutionary trends. In this sense, qualitative variables were established as follows: 

• Input variables described qualitatively (independent variables) - represented by physical 
distancing, the decision of employers to reconsider telework and hygiene rules imposed; 

• Output variables described qualitatively (dependent variables) - representing the 
redistribution of human resources over time by activities and by types of geographical 
areas; 

• Intermediate variables (state - dependent variables) - represented by the chain of 
intermediate implications (for example environmental variables). 

All these variables are reflected in the diagrams that were made. 
Methods of data collection - The data were taken by searching the internet and observing the 

demands and offers on the labor market. The evolution of the possibility of teleworking by 
categories of activities and types of geographical areas was followed. Information on intermediate 
variables was also collected by observing their citation in articles on the Internet.  

Methods of analysis - Qualitative methods, based on language and observations, were used to 
identify the elements involved.  The identified elements were put together in diagrams. Arrows 
were used to highlight the relationship between the elements and the cause-effect direction. 

Justification of the chosen methodology - These methods were chosen due to the type of 
problem treated.  
 
4. Pandemic - a disturbance of the economic system 

 
 Pandemic appeared as a step disturbance type from entering the economic system is typically 

step because suddenly appeared through the imposed rules that tend to be maintained also after the 
pandemic.  

 
Figure no. 1. Equivalent to an automatic control system  

Source: Own sources  
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The adjustment of this system can be done with the help of innovation (Fig.1), innovation takes 
over the difference eps (see Fig.1). The eps variable represents the difference between the values of 
the parameters of the previous rules and the values of the parameters of the current rules. 

Innovation is what gives correction commands to the system. The step-type reference is 
represented by the new rule. Innovation as any regulator, is what will determine system response to 
this perturbation 

 
5. Possible evolutions 

 
A higher share of work at home leads to a decrease in car traffic and implicitly to a reduction in 

pollution. Also, a reduced traffic implies a reduction of the human resources involved in the 
transport activity. At the same time, teleworking leads to the increase of the courier activity which 
leads to an increase of the human resources involved in this activity. Considering the increase of 
human resources in the transport of goods and the decrease of human resources in the activity of 
passenger transport, a compensation of the two resources can be tried (Fig.2).    
 

Figure no. 2. Some consequences of working from home on the redistribution of the labor force  
 

Source: Own sources  
 
 
 

Redistribution of  
human resources 
 in the transport 
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A higher share of work at home leads to a decrease in car traffic and implicitly to a reduction in 
pollution. Also a reduced traffic implies a reduction of the human resources involved in the 
transport activity. At the same time, teleworking leads to the increase of the courier activity which 
leads to an increase of the human resources involved in this activity. Considering the increase of 
human resources in the transport of goods and the decrease of human resources in the activity of 
passenger transport, a compensation of the two resources can be tried. 

Due to telework, after a migration of labor from rural areas to urban areas we can witness a 
reversal of the phenomenon, many will seek to be able to work right in the middle of nature. This 
requires the existence of a developed infrastructure, including telecommunications, in addition, 
health, education or cultural services cannot be ignored. Due to this migration of labor will be a 
pressure for the development of these services, which implies an even greater need for human 
resources (Fig. 3). The availability of human resources, regardless of location will lead to greater 
competition in the labor market and thus to lower costs with human resources. More and more 
activities will be virtualized, these can be performed remotely and the results of work will be 
similar to those performed with labor concentrated in locations. 

Figure no. 3. Geographical distribution of labor force  

Source: Own sources  
 

The need to reorganize the activities leads to finding new solutions for implementing the 
sanitary rules (Fig.4).  

 
Figure no. 4. Aspects regarding the reorganization of the activity  

Source: Own sources  
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Changing the structure of human resources through possible remote collaborations and allocated 
time resources requires the reorganization of activities. Through these reorganizations in many 
sectors, the costs can be reduced in the conditions of high costs for the sanitary measures, which 
will have the effect of increasing the competition on the market.  

By reducing the travel between home and work will increase the free time available, which  can 
be used for another job. Therefore, the supply of skilled labor and implicitly the competition on the 
labor market will increase. This will have the immediate effect of fading or even reducing human 
resources costs, but over time, the trend will be reversed due to their involvement in as many 
projects as possible (Fig. 5). The polarization of skilled human resources will have the effect of 
increasing unemployment for the low-skilled. Consequently, it will be necessary to reconvert the 
workforce so that to adapts to the new realities. The reconversion of the labor force requires new 
human resources, taken over by specialists, which will lead to an even greater demand for 
specialists. 
 

Figure no. 5. Redistribution of labor in relation to the degree qualification  
 

 
Source: Own sources  
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6. Conclusions 
 

As a result of the pandemic, telework will be reconsidered, many employers will prefer telework 
to reduce costs. The orientation towards teleworking has existed before but the pandemic has 
accelerated this process, many employers not having the courage to test teleworking before This 
reorientation produces important changes in many areas but also brings even more questions. For 
example, the new sanitary rules require in various situations the use of disposable objects in 
environmental regulations that tend to prohibit them (Fig. 6). 

 
Figure no. 6. Example problems arising  

 

 
Source: Own sources  

 
The change in the geographical distribution of human resources, change due to the virtualization 

of activities, leads to a series of problems related to the way of taxation and distribution of 
infrastructure costs. A person can live and work from home but the company that pays the taxes 
can be located in another region (Fig.7). 
 

Figure no. 7. Need for regulations on taxes and duties  

 
Source: Own sources  

 
Finally, it will be necessary to adopt laws, in order to regulate the new aspects that have 

appeared in the new context. 
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Abstract 
 

The problems imposed by the physical distance between people and by the hygiene rules, 
change the structure of the tourism services. These services are in an interdependence with other 
services such as transport, cleaning or artistic services. The impact of the pandemic on this area 
can be for an indefinite period of time in some respects and reversible in others. This paper 
presents the main trends in tourism services and a possible structure of the future models. 

 
Key words:  tourist services, pandemic 
J.E.L. classification: Z30, Z32 

 
 

1. Introduction 
 

The tourism services sector is one of the most affected sectors of the economy by the COVID-
19 pandemic. Like any economic system, the tourism sector has a response to disturbances. The 
response of any system depends on its mathematical model and the nature of the disturbances – in 
this case the COVID-19 pandemic.  The size of the disturbance and its duration determines the 
future response of system, the result being either long-term or temporary changes.   

Also, this situation has an impact on the nature of investments. 
 
2. Literature review 
 

In the literature on the impact of crisis situations on tourism, the factors lead to the decrease of 
tourism caused especially by natural disasters, pandemic diseases and terrorist activities have been 
studied (Eugenio Martin, Sinclair and Yeoman, 2005). 

Any events such as: economic recession, final crisis, pandemic diseases or political problems 
affected the confidence of tourists to travel to a destination with problems, thus disrupting the 
functioning of the tourism industry (Hall, 2010). 

Tourist destinations that have suffered from crisis have always benefited from a recovery and 
sometimes even an increase in previous activity two years after the crisis (Wang, 2009). 

Until the COVID-19 pandemic, the tourism as a system was resistant to the external shocks. In 
case of the COVID-19 pandemic, the impact and the recovery are unprecedented. 

The relationship between the pandemics and the travel is important for understanding the health 
security and the global change (Burkle, 2006). 

It is necessary for the global tourism system to be reinvented. It is necessary for the global 
tourism system to be reinvented. The pandemic caused the problems for low income countries, the 
tourist impact being expected to be considered the problems for low income countries, the tourist 
impact being expected to be considerably disproportionately higher (Gossling G. et al, 2020, Mair, 
2020, McKinsey, 2020). 
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This tragedy should be a collective challenge to transform the tourism into a sustainable one. 
Our paper tried to answer some questions related to the COVID-19 crisis in tourism. 

 
3. Research methodology 
 

Methodological approach - To determine the structure of mathematical models, the elements 
within the structure of these models were identified. For this purpose, qualitative sizes were 
established as follows: 

• Input variables described qualitatively (independent variables) - represented by physical 
distancing and hygiene rules imposed; 

• Output variables described qualitatively (dependent variables) - represented by the services 
quality and  solutions for the development of tourism services; 

• Intermediate variables (state - dependent variables) - represented by the chain of 
intermediate implications. The quality of services is also an intermediate variable due to its 
indirect imposition by distance restrictions and hygiene. 

All these variables are reflected in the diagrams that were made. 
Methods of data collection - The data were based on a series of reports at national and 

international level on measures taken and their effects. Priority was given to official 
announcements both in terms of restrictions and future solutions announced for the reopening of 
tourism services. 

Methods of analysis - Qualitative methods, based on language and observations, were used to 
identify the elements involved. The identified elements were put together in diagrams.Arrows were 
used to highlight the relationship between the elements and the cause-effect direction. 

Justification of the chosen methodology - These methods were chosen due to the type of 
problem treated.  The advantage of the approach is the possibility of adaptation and development as 
new data appear. As statistics appear, quantitative variables may be added. After identifying the 
model structure; it can be completed either by classical methods or by non-standard methods in the 
area of expert systems. 

 
4. Context of analysis 
 

It is necessary to know the orientation of tourism in conditions when significant investments are 
needed in this field. Many existing investments must be redistributed. Before the COVID-19 
pandemic, the investments were made in large tourist complexes – the tourist complexes with a 
high density of tourists.  

The new rules require very large investments in such complexes. The question is whether such 
investments remain profitable in these new conditions. Perhaps, the investments need to be 
reoriented in agro-tourism or in rural areas with small accommodation entities, where there is 
already met the social distance requirement. 

In order to make such an analysis, it is necessary to develop the mathematical models.  We will 
have the data for these models only after the relaunch of the tourism activity. The first step in the 
development of some evolution models is based on the delimitation of systems and the 
establishment of input and output variables for each system/ subsystem. 
 
5. Possible evolutions 
 

For a limited capacity, the physical distance measures, in most cases, will generate a decrease in 
the number of tourists and finally a decrease in the number of employees in the tourist units.  On 
the other hand, the increased sanitation measures lead to an increase in the time allocated for 
cleaning and, possibly, an increase in the number of employees involved in these activities. 

The capacity of the tourist services is also influenced by the capacity of the other related 
services such as transportation, medical services and others. 

All these aspects are shown in Figure 1. 
 
 

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

423



Figure no. 1. Variation of human resources involved in tourist services 

 
Source: Own sources  

 
A possible model is: SF( SI, NPI, NPO, NHI, NHF ) with: 
• SF – final number of employees (after the COVID-19 pandemic) 
• SI – initial number of employees  
• NPI – initial capacity of the tourist services 
• NPO – final capacity of the tourist services 
• NHI – initial capacity of the tourist services 
• NHF – final capacity of the tourist services 

 
The need to invest in tourist services is established according to the new demands. People can 

travel less than before the COVID-19 pandemic or they can travel even more. Thus, a constant 
demand for the tourist services involves only investments to cover the peak periods, an aspect 
highlighted in Figure 2. 

 
 Figure no. 2. The need to invest in tourism - constant demand 

Source: Own sources  
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The existing capacity of tourist services is satisfactory when the number of tourists is lower than 
it was before the COVID-19 pandemic. Consequently, the number of tourists is reduced and the 
costs of sanitation are high. Thus, the prices of tourist services increase. 

In order to increase the prices of the tourist services, in the context of competition, it is 
necessary to increase the quality of the offered services. These aspects are presented in Figure 3.  
  

Figure no. 3. The need for investments in tourism - declining demand 

Source: Own sources  
 
The measures after the COVID-19 pandemic lead to a decrease of the accommodation capacity. 

An increase in the demand for tourist services requires a significant increase in the investments. 
Thus, the small capacities of tourist services become unprofitable. These aspects are presented in 
Figure 4. 

 
Figure no. 4. The need for investments in tourism - growing demand 
  

Source: Own sources 
 

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

425



A possible model is: NIF (DD, NII) with: 
NIV – final investments level (after the COVID -19 pandemic) 
DD –  dynamics of decreasing the capacity of tourist services 
NII – initial investments level (before the COVID-19 pandemic) 
The large accommodation units with a high density of tourists are the most affected, they are 

forced to reduce their capacity – some of their facilities cannot be expanded. The least affected    
tourist services are those in the rural areas, especially the agritourism services – these are often 
limited to a single family. With the expansion of small entities in tourism, their advertising on the 
social network and in the media will increase. A beneficial effect of the development of small rural 
entities consists in the development of rural tourist areas, many unknown to tourists. These aspects 
are presented in Figure 5.  

 
Figure no. 5. Impact on the type of tourism  

Source: Own sources  
 
The changes induced in the sphere of tourism services also lead to the modification of other 

services. The dynamics of tourism services influence the dynamics of seasonal transport. It also 
influences the cleaning / sanitation services offered by third parties.  

In the short term, the costs of tourist services will increase. In the long term, a high demand for 
the services on which the tourism depends might decrease the prices for them (by increasing their 
volume) and finally to ascertain a moderate increase in costs for the tourist services or even a 
stagnation of them. These aspects are presented in Figure 6. 

The short-term model is: CSTF ( CSTI, CS_AUXI, CS_AUXF), with 
• CSTF – cost of the final tourist service (after the COVID-19 pandemic) 
• CSTI – cost of the initial tourist service (before the COVID-19 pandemic) 
• CS_AUXI – cost of the initial auxiliary service (eg. touristic, sanitation etc)  
• CS_AUXF – cost of the final auxiliary service  
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The long-term model is: CSTF (CSTI , CS_AUXD( … ) ) with 
CS_AUXD – function gives the cost of the auxiliary service.  
At a time, the auxiliary services also depend on the tourist services. 
 
Figure no. 6. The connection in time between the tourism service and other services 

   
Source: Own sources  

 
6. Conclusions 

 
The moment of the pandemic brings irreversible changes related to the tourist services. The 

rules regarding the physical distance and the improvement of the sanitation services lead, in the 
end, to an increase in quality of the tourist services. Most of the time, the increase in quality leads 
to the cost increase  of the tourist services, but the increase in quality can also lead to an increase of 
the demand of the tourist services, aspect that in the long run can contribute to a stabilization of the 
costs of the tourist services. These aspects are presented in Fig.7. 

 
Figure no. 7. The effect of increasing the quality of services 

 Source: Own sources  
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Abstract 
 

Contemporary society is unquestionably one of permanent, dynamic knowledge. In this context, 
lifelong learning is no longer considered only a way to improve initial training, but a lifelong 
learning process. Currently, we are witnessing a strong trend towards virtualization of education. 
An interesting and effective alternative to traditional learning methods is a modern technique, 
based on the constructivist idea of developing, through personal effort, one's own knowledge, 
which involves numerous search activities in the Web space and which largely includes 
cooperative learning. This article presents some relevant aspects of the use of WebQuest 
technology in education. 
 
Key words: WebQuest, task, computer programming, training. 
J.E.L. classification: D83 
 
 
1. Introduction 
 

The organization of the training process with the help of computer networks ensures a 
satisfactory training only in a higher motivational and interactive context. In the case of online 
teaching, teachers must prepare materials, make them available on the computer and motivate and 
guide each student through continuous interaction. 

For example, in a lesson, the computer can be used to simulate a scientific model or a 
distributed interactive representation. A group of students can also use the computer to obtain the 
information needed to complete a task on the Internet, discuss, debate, collect information, and 
present data found collaboratively. 

Computer programmed training is an algorithmic method that is a set of principles and 
pedagogical means promoted by the development of cybernetics, mathematical, logic and modern 
technical means. 

The essence of the method consists in distributing the study material in units or “quantities of 
information” that can be assimilated at once, putting problems in front of the student and asking 
him for an activity aimed at solving them. 

Using specific Internet tools (World Wide Web - WWW), the WebQuest technique proposes a 
new working method, which is based on the constructivist idea of elaborating one's own knowledge 
through personal effort, being a viable alternative to traditional learning methods (http: // 
webquest.org/). It is based on a search model in the web space, which also includes elements of 
cooperative learning. 

 
2. Theoretical background 
 

The WebQuest technique was first developed and implemented in 1995 in the U.S.A. by Bernie 
Dodge and Tom March, professors at San Diego State University. The WebQuest model was 
adopted by many schools in a very short time. 
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WebQuest is an activity based on problem formulation and investigation, in which some or even 
all the information that students come in contact with has Internet resources, optionally being 
supplemented with video conferencing. 

WebQuest activities are group activities and individual investigations are possible, useful in 
distance education or in search activities in a library. 

A WebQuest can be seen as a set of motivational elements around a basic structure, by 
assigning a role to each student in the group, by creating virtual characters for students to interact 
with via email and a scenario for them to interact with.  

WebQuest activities can be created within a single discipline or can be interdisciplinary. 
There are at least two distinct levels at which a WebQuest can be organized: 
Short-term WebQuest - aims to acquire and integrate knowledge. At the end of the 

implementation of such a project in a short period of time, the student accumulates a significant 
amount of new information and proceeds to understand them in depth. This type lasts for 1-3 hours 
of the course. 

Long-term WebQuest - aims to expand and structure knowledge. After completing a long-term 
WebQuest, the student processes the information accessed in depth, by processing it and 
transforming it to a certain extent. 

Finally, the student demonstrates the knowledge of the learned material by creating a product, 
for which he expects an online or offline reaction from others. This type lasts between a week and a 
month. 

Long-term webQuests follow at least two aspects: what thought process is needed to solve the 
tasks and what form they will take once they are solved. 

 
3. The stages of elaborating a WebQuest project 
 

The elaboration of a WebQuest project (http://webquest.org/index-create.php) must go through 
the following steps: introduction, task, information sources, process, evaluation, conclusions 
(http://webquest.sdsu. edu / Templates / lesson-template1.htm). 

1. The introduction describes the context of action, the essential information and a motivational 
support in which the necessary premises are created for the employment and impetus of the 
students in the learning process. 

It is often in the form of a scenario, in which it is done: introduction to the topic, motivating 
readers and the central question. 

2. The workload is the essential part of a WebQuest. This provides a purpose and an orientation 
of the student's activities, while laying the foundations of the promoter's curricular intentions. In 
fact, one of the purposes of the WebQuest technique is for students to complete a task (homework) 
using the information available on the Internet. There are a number of tasks that can be successfully 
completed using a WebQuest. 

The task formally describes what students need to accumulate at the end of the WebQuest and 
consists of: 

• solving a problem or a mystery; 
• formulating and arguing a position; 
• designing and creating a product; 
• analysis of the complexity of an aspect of reality; 
• reflection on the person; 
• creating summaries, summaries; 
• creating persuasive messages or advertisements, journalistic products; 
• creative activity; 
• any activity whose solution involves the processing and transformation of information 

accumulated by students. 
There are several types of tasks in WebQuest, which we exemplify below: 

• Playback tasks  
Sometimes all students are asked to do is go through the information and then show that they 

understand it. In this case, they can make reports as a result of searches, which in fact provide an 
easy introduction to using the Web as a source of information. 
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• Compilation tasks 
A simple task for students is to take the information from a number of sources and arrange it in 

a common format. The resulting compilation can be published on the Web or presented in the form 
of traditional, non-digital products. 

To perform a compilation task at the level of a WebQuest, a series of processing of the 
compiled information is required. Simply compiling a list of the most interesting sites or a 
collection of web images, arbitrarily joined together, is not enough. 

• Mystery tasks 
Sometimes a method of drawing students' attention to a topic is to present it in the form of a 

puzzle or to introduce a mystery frame. The method can be applied starting from the level of 
primary education and can be extended to courses for adults. 

Such a task, well prepared, requires a synthesis of information from various sources. It is 
preferable to create a jigsaw puzzle, for example, that cannot be solved by simply finding the 
answer on a particular page. 

• Journalistic tasks 
One way to implement a WebQuest is to ask students to behave like reporters in presenting a 

special event. Such a task involves gathering facts and organizing them into a story that can usually 
fit into the usual genres of the press. In evaluating how to solve it, you will focus on accuracy and 
not creativity. 

• Design tasks 
The design represents in this case "a plan or a protocol for achieving certain objectives". A 

design task involves the creation by students of a product or action plan that fulfils a predetermined 
purpose and that works taking into account the constraints imposed. 

The key element in developing such a task is to define the constraints as close to reality as 
possible. After all, a task in which there are no constraints leads to the adoption of an "everything 
works" attitude, which is far from simulating the real situation and which does not fit into everyday 
life. 

• Creative tasks 
Such tasks involve making products with an imposed format (drawings, posters, sketches, 

games, journals, songs, etc.) but they are much more open and unpredictable than design tasks. The 
evaluation criteria for these tasks take into account creativity and expressiveness, as well as the 
ability to capture the specifics of the chosen topic. 

As in the case of design tasks, here too the essential element is the definition of constraints, 
which differ depending on the product created and the chosen subject. 

• Collaboration tasks 
People generally contradict each other because of differences in their value system, beliefs, 

experiences, and goals. The essence of such tasks is given by the most productive combination of 
several points of view. In this case, historical or recent events, which can be many good or bad 
examples, happy or not, can be the basis for the development of such tasks. 

• Belief-type tasks 
Such a task involves more than a simple rendering of a fact by students. They are forced to 

develop compelling presentations based on their own knowledge. Convincing tasks may include, 
for example, a presentation to a regular audience or a trial, writing a letter, an editorial, or a press 
article, or even making a poster or videotape, all of which are intended to influence those they are 
addressed to. 

These tasks are often combined with collaborative tasks, but their goal is for students to develop 
the ability to convince an audience of a point of view. In fact, such tasks are contrary to the 
collaboration type, which aims to achieve a consensus between divergent points of view. 

• Self-knowledge tasks 
Sometimes, the purpose of a WebQuest is to provide a better understanding of oneself, 

knowledge that can be developed through assisted exploration of online and offline resources. 
A well-defined self-knowledge task causes students to answer questions about themselves, but 

does not allow them to obtain only short, typical answers. 
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• Analytical tasks 
One aspect of knowledge is understanding how things are interdependent and how they refer to 

each other within a subject. In the case of an analytical task, students are asked to look closely at 
one or more things, to find similarities and differences, and to emphasize their importance. They 
can look for cause-effect relationships between these things and discuss their implications and 
meaning. 

Such a well-defined task involves more than a simple analysis of the results obtained. 
• Thinking tasks 

Thinking tasks present students with a series of elements, which they must clarify or evaluate, 
or involve making a decision from a limited number of options. 

Usually, but not necessarily, students take on various roles in completing such tasks. 
• Scientific tasks 

Scientific methods have led to the creation of technologies that allow the use of a vocabulary 
specific to the field. Access to science has become common to all members of society and it is very 
important for a student to know, from the first year of school, how science operates. 

The web allows people to know both historical data and cutting-edge information, but at the 
same time offers the opportunity to know and even conduct real scientific experiments. 

3. Sources of information represent a set of resources needed to perform the task (WWW links). 
These can be: 

• web documents; 
• experts (which can be accessed by e-mail or video conferencing); 
• databases accessible on the Internet; 
• books or other documents accessible to students in traditional form; 
4. The process is an essential feature of a WebQuest project and must be divided into a number 

of well-defined steps. It includes a detailed description of the steps that students must take to 
complete the task (demonstrations for each step, guidelines for organizing the information gathered 
by students in the form of: summary tables, flowcharts, concept maps or other structures) 

5. The evaluation describes the way in which the performances achieved by the students will be 
appreciated. Appreciations will be both individual and common for group work. 

The requirements must be: 
• objectives in relation to the level of preparation of the students; 
• clearly formulated; 
• consistent in relation to the studied material; 
• specific to the activities imposed by the task (clear goals, the concordance of the assessments 

with the specific tasks and the involvement of the students in the evaluation process). 
6. The conclusions summarize students' achievements as a result of the project. These may also 

include rhetorical questions or additional links through which students may be suggested the 
possibility of extending or transferring reasoning to other content than those conveyed in the 
project. 
 
4. Conclusions 

 
The WebQuest technique is a learning method that combined with traditional methods can turn 

the Internet into an important source of information, if it is exploited rationally and efficiently. 
Modern methods and means of learning and assessment  are an important support for a quality 
education. 
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Abstract 
 

This paper presents the current situation of tourism and the main possible consequences of the 
pandemic on tourism in the coming period, using the forecasts of the UNWTO, the European 
Commission and comparisons with some economic and social crises of the last 20 years. 

Due to the limited mobility and the social distancing, tourism is the most sensitive economic 
sector in terms of pandemic control measures. The restrictive measures introduced to limit the 
spread of the pandemic have affected the economic activity and paralyzed tourism. There are many 
studies that show the effect of some previous global crises on tourism, but none of the past 
pandemics had such severe effects that this one seems to have. However, tourism is recovering 
rapidly. UNWTO, other relevant organizations and governments have been continuously involved 
in supporting tourism during the COVID-19 pandemic. In addition to the immediate measures to 
support tourism, a sustainable approach to tourism is needed, to learn from the crisis and 
anticipate trends. 
 
Key words: tourism, COVID-19 pandemic, international tourist arrivals, tourism development 
J.E.L. classification: Z30, Z32, L83 
 

 
1. Introduction 

 
In the last six decades, tourism has experienced a continuous expansion and diversification, 

becoming one of the most dynamic economic sectors in the world. Tourism has become a key 
factor of the socio-economic progress, by the emergence of many tourist destinations around the 
world (in addition to traditional destinations in Europe and North America), investment in tourism, 
creating jobs and enterprises, producing revenues from exports of tourism products and services 
and infrastructure development. 

Within months of the occurrence of Coronavirus (December 2019, China), the COVID-19 
pandemic has profoundly affected people's lives and the economic activity worldwide. The virus 
has been a major public health challenge in all countries (7.5 million cases and more than 400,000 
deaths in June 2020, WHO), and the governments have taken drastic measures to protect their 
citizens. The international travel bans and the restrictions on public gatherings and population 
mobility have paralyzed tourism since March 2020. In many tourist destinations, hotels have lost 
customers, and many restaurants, bars, tourist attractions, theme parks and museums have been 
closed. The trade exhibitions, the congresses and the cultural events have been canceled or 
postponed. Many sports events, such as the Euro 2020 Football Championship and the Olympic 
Games, have been postponed until 2021. 
 This paper compares the effects of COVID-19 on tourism with some previous epidemics / 
pandemics and other types of global crises and explores how the pandemic could change society, 
economy and tourism. 
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2. Literature review 
  
 Since Coronavirus appeared recently, there were no studies until 2020 to analyze the effects of 
the pandemic caused by this virus. However, there are studies that analyzed the impact of 
epidemics or pandemics on the economy, in general and on tourism, in particular. There are a 
number of scientific papers that demonstrate that epidemics or pandemics are a major threat to 
society and implicitly to tourism, both in the field of tourism (Gössling, 2002; Hall, 2006, 2020; 
Page et al, 2007; Scott et al, 2015 ), as well as health research (Bloom et al, 2019; Fauci et al, 
2012), studies of government agencies (National Academies of Sciences, Engineering and 
Medicine, 2017, 2018) and institutions (Jonas, 2014; World Bank, 2012). There are papers and 
studies that sound the alarm about the current climate change and its effects on tourism.  
 There is evidence that the COVID-19 pandemic will be different and transformative for the 
tourism sector. The crisis of this pandemic is sounding the alarm about the strength of the tourism 
system. In case of a crisis caused by the ongoing climate change, the future effects could be even 
more devastating than COVID-19 (Gössling et al, 2020). 
 There are also several studies and reports of various international organizations (UNWTO, 
WTTC, OECD, European Commission) that try to assess the economic impact of this pandemic on 
tourism and the measures needed to revive the global economy. 

 
3. Research methodology 
 

The research methodology was based on the analysis and interpretation of the data provided by 
some international institutions, using the descriptive statistics. In this paper, we used the theoretical 
research, the analysis and the synthesis. The theoretical research consisted in the study of the 
specialized literature. We used the analysis to interpret the data provided by the UNWTO, WTTC, 
OECD and EC and the synthesis to present certain conclusions. Through the method of graphic 
modeling, we made suggestive diagrams using the Microsoft Office Excel application, 
subsequently interpreted in relevant conclusions. 

 
4. Findings 

 
Tourism is the largest industry in the world, as it provides the most jobs (330 million jobs or 1 

in 10 jobs) and provides 10% of GDP (UNWTO, Tourism Highlights, 2020). Tourism is a major 
category of the international trade with services, accounting for 7% of world exports of goods and 
services. 

Tourism has grown faster than world trade in the last five years. Viewed as an international 
export category, tourism ranks third after chemicals and fuels and ahead of automotive and food 
products. In many developing countries, tourism is the first export category. The international 
tourist flow has increased sharply and practically without interruption over time, despite the 
occasional shocks, demonstrating the strength and resilience of this economic sector. The 
international tourist arrivals have doubled in the last 20 years: from 687 million in 2000 to 1.461 
billion tourists in 2019 (Figure no.1). 

The average multiannual growth rate of tourism in the last 20 years (2000-2019) was 4.10%, 
with high values in the periods immediately following the crises of 2004 (10.09%), 2010 (7.48%), 
but also 2017 (7.85%). The significant negative value of the annual growth rate of tourism was 
registered in the period 2008-2009 (-3.82%), due to the negative effects of the global economic 
crisis. There is a significant increase in 2016-2019 (5.77%) compared to the last 8 years, when 
there was a steady growth trend of about 4% annually (Figure no. 2). The sharp increase in the 
number of international tourist arrivals in the last three years exceeds the UNWTO forecasts on the 
annual growth rate of tourism for the period 2010-2020 (4-5%). 
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Figure no. 1. The evolution of international tourist arrivals worldwide in the last 20 years (2000-2019) 
and the impact of major crisis events on global tourism 

 
Source: Data processed from Tourism Highlights, 2003-2019, UNWTO and World Tourism Barometer, 
2020, UNWTO 
 
The receipts from international tourism have also increased from $ 495 billion in 2000 to $ 

1,451 billion in 2018. In addition to the receipts from destinations, the international tourism also 
generated $ 256 billion in exports through the international passenger transport services in 2018, 
raising the total value of tourism exports to $ 1.7 trillion (Tourism Highlights, 2019, UNWTO). 

The current crisis caused by the new Coronavirus is not the first of its kind in the history of the 
hospitality and tourism industry. Traffic restrictions and flight bans had negative effects on the 
tourism sector during past epidemics. There are many studies that show us what happened in the 
past, as an effect of these pandemics, but none of the past pandemics have had such serious effects 
that it seems to have this (Figure no.1). 

We recall the terrorist attacks of September 11, 2001, the SARS epidemic (severe acute 
respiratory syndrome) in 2003, the global economic crisis in 2008-2009, the MERS epidemic 
(Middle East respiratory syndrome) in 2012, the terrorist attacks in Europe, in 2014- 2018. None of 
these events led to a long-term decline in the global development of tourism, and some of them 
were not even noticeable on the growth curve of international tourism; only the terrorist attacks of 
September 11, 2001 (-1%), SARS (-0.9%) and the global economic crisis (-4.0%) decreased the 
number of international tourists. This suggests that tourism as a system has been resistant to 
external shocks. Humanity in the 21st century has already experienced four pandemics: SARS in 
2002, bird flu in 2009, MERS in 2012 and Ebola in 2013-2014 (Coker et al, 2011; Greger, 2007; 
Wu et al, 2017), but also a series of natural disasters: tsunami in Indonesia 2004 and Japan 2011, 
volcanic eruption in Iceland 2010, earthquake in Haiti 2010, earthquakes in Turkey 2003 and 2020, 
etc. They negatively influenced tourism in the respective regions, but the overall increase in the 
number of international tourists was not significantly influenced. However, there is evidence that 
the impact and recovery from the COVID-19 pandemic will be unprecedented. 

According to European Commission estimates, receipt losses at European level have reached 
85% for hotels and restaurants, 85% for tour operators and travel agencies, 85% for long-distance 
rail and 90% for cruises and airlines. The EU tourism industry reports a reduction in bookings of 
60% - 90% compared to the corresponding periods of previous years. 
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The crisis has hit SMEs hardest, as they are facing a lack of liquidity and uncertainty and the 
threat of bankruptcy. Jobs are also in danger. Tourism is based on seasonal and temporary workers 
(23%), many of them young (37% of tourism workers are under 35 years old), women (59%) and 
from other countries (15% EU or non-EU). Without urgent action to support employment, the crisis 
could lead to a loss of around 6 million jobs in Europe and could have a negative impact on the 
livelihoods of many people in different EU Member States. 

 
Figure no. 2. The annual growth rate of international tourist arrivals, during the last 20 years (2000-
2019) 

 
Source: Data processed from Tourism Highlights, 2003-2019, UNWTO and World Tourism Barometer, 
2020, UNWTO 

 
Many countries depend on tourism, a sector that is currently blocked and we cannot anticipate 

its evolution. For example, in several European countries, the share of tourism in GDP was 
significant in 2018 (25% Croatia, 22% Cyprus, 21% Greece, 19% Portugal, 15% Austria, Sweden 
and Estonia, 13% Italy - WTTC data). Among the first tourist destinations in the world are the 
European countries such as France, Spain, Italy and Germany which will record significant losses 
in the number of international tourists and receipts from international tourism. 

The restrictive measures introduced to limit the spread of the pandemic have affected the 
economic activity and paralyzed tourism. The economic agents in the hospitality and tourism 
industry face serious challenges, being threatened by a significant decrease in income, the danger 
of bankruptcy, with immediate consequences in terms of job loss. Without urgent action and 
emergency funding to pass the period until the resumption of tourist flows, many companies could 
go bankrupt in the coming weeks or months. 

Although highly uncertain, UNWTO estimates for 2020 show that the number of international 
tourists could fall by 20 to 30% compared to 2019. This would mean a loss of $ 300-450 billion in 
international tourism receipts. In comparison, the SARS epidemic of 2003 led to a decrease of only 
0.4% in international tourism receipts in that year. The Organization for Economic Co-operation 
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and Development (OECD) estimates that the economy of international tourism will decline by 45-
70%. The World Travel and Tourism Council (WTTC) predicts that by 2020, travel and tourism 
could lose 75 million jobs worldwide and 6.4 million jobs in the EU. Given the evolving nature of 
the situation, it is too early to estimate the full impact of the COVID-19 pandemic on global 
tourism (Țigu, 2020). 

In the short term, people will be afraid to travel far from home, so they will prefer domestic 
destinations, relatively close to home. The personal car will be used to travel, so that the sale of 
tourist transport services is expected to decrease. The forms of sustainable tourism will be preferred 
during this period, because after a long period of restrictions, people will feel the need to go out 
more in nature, preferring outdoor activities that can ensure social distance measures: ecotourism 
and rural tourism, but also health tourism (medical, spa, sea-side). Instead, tourism for events 
(conferences, congresses), festival tourism and sports tourism will be negatively affected (Țigu, 
2020). 

It is difficult to estimate what the evolution of economic activity will be both globally and 
regionally. Will the virus be eradicated and how will states react otherwise? Also, the recovery of 
the economy will depend on the measures that governments will take. The fate of tourism has 
become an important concern during this pandemic. UNWTO and other relevant organizations 
(WTTC, EC) as well as governments have been continuously involved in supporting tourism 
during the COVID-19 pandemic, identifying measures to help national organizations, promoting 
good practices for businesses, entrepreneurs and SMEs, communities and tourism employees: 
sustainable development, digitalization, non-discrimination, equity in employment, respect for the 
rights of tourism employees, tourists and local communities. 
  
5. Conclusions 
 

This paper presents the current situation of tourism and the main possible consequences of the 
COVID-19 pandemic on tourism in the coming period, using the forecasts of the UNWTO, the 
European Commission and comparisons with some economic and social crises of the last 20 years. 

There are also several studies and reports from various international organizations (UNWTO, 
WTTC, OECD, European Commission) that try to assess the economic impact of this pandemic on 
tourism and the measures needed to recover the global economy. 

The European Commission's Communication ”Tourism and transport in 2020 and beyond” is 
accompanied by a package of clear guidelines for citizens and ways to revive tourism and transport, 
to ensure that the European Union maintains its position as a world leader in sustainable and 
innovative tourism. The package brings together a number of guidelines and recommendations, 
including: 

- safe restoration of free, unrestricted movement and reopening of internal borders; 
- safe restoration of transport; 
- resumption of tourist and hospitality services; the gradual resumption of tourism 

activities and the application of appropriate health and safety protocols on 
accommodation, catering and leisure services. 

- liquidity crisis and restoring consumer confidence (through travel vouchers); 
- promoting local tourism: domestic and intra-EU tourism will predominate in the short 

term; 
- encouraging EU Member States affected by the slowdown in tourism through the 

investment initiative to support tourism SMEs, as part of the ongoing reprogramming of 
cohesion funds. 

Due to the limited mobility and the social distancing, tourism is the most sensitive economic 
sector in terms of pandemic control measures. However, previous global crises have shown that 
tourism is recovering rapidly. The crisis triggered by SARS-COV2 is not the first of its kind in the 
history of the tourism and hospitality industry, but none of the past pandemics had such serious 
effects that this one seems to have this (Țigu, 2020). Compared to the effects of the economic crisis 
of 2008-2009 on tourism, we consider that tourism could recover in a few years (the recovery of 
tourism was surprising, much faster than forecasted at the time). 
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Beside the immediate measures to support tourism, an approach of the future of tourism and 
transport in the EU is needed, in terms of their sustainability, learning from the crisis and 
anticipating new trends and consumption patterns related to it, towards a sustainable blue and green 
economy. The common goal is to maintain Europe as the world's leading tourist destination in 
terms of value, quality, sustainability and innovation. This vision should guide the use of financial 
resources and investments at European, national, regional and local level (European Commission). 
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Abstract 

 
     Entrepreneurship advocacy is a cornerstone in the development of the global economy, which 
is why it must be practiced in relation to the time when legal activities performed by lawyers, 
whether they are lawyers established in individual law firms or associate lawyers in law firms. 
     Entrepreneurship advocacy involves the creation of a dynamic project, which is more difficult 
to meet in the legal profession, whose standards of professionalism are very high, a product 
accessible to any category of entrepreneurs, provided that the lawyer also reserves the right to 
collaborate with entrepreneurs considers them socially, academically and financially ready for 
potential collaboration. 
       
Key words: entrepreneurship, lawyer, management, legal services, virtual domain 
J.E.L. classification: L26 
 
 
1. Introduction 
 
 The global economy is strongly influenced by the existence of a well-defined and well-defined 
legislative framework that allows both the executive system of any state and small, medium and 
large entrepreneurs to contribute to the development of the global economy. Therefore, there is a 
relationship of interdependence between on the one hand, the state apparatus, represented by 
central and / or local public institutions, and the business environment, consisting of private entities 
and, on the other hand, the legislative and judicial system of a state, all contributing to the 
development of the economy of each state and / or ensuring the legal order that can create the 
necessary environment for this economic development. 
 With regard to the legal field, it is vital to ensure the development of an economy as it is based 
on the existence of two fundamental principles on the basis of which decisions can be taken with an 
impact on economic and financial matters, namely: legality decisions and decisions of opportunity. 
 In legal matters, the principle of legality is taken into account as a matter of priority, in the 
sense that any legal act and / or fact must be concluded and / or performed in compliance with the 
conditions provided by law. After performing a legality check of the approach to be initiated, its 
opportunity will be analyzed. 
 Unlike this perspective of the legal field, there is also a perspective that the economy imposes 
when there is no coherence in the interdependence between it and the normative acts in force, 
respectively the situation in which a management decision of an institution, whether it belongs in 
the public domain, whether from the private sector, presents such a high degree of opportunity that 
ensuring compliance with out-of-date rules to the objective realities of society can lead to greater 
economic losses than if a decision were taken as a matter of priority.  
 In this sense, it has been demonstrated over time that the role of the lawyer can be a decisive 
one in the global economic life, ensuring a coherent interpretation of the legislation in support of 
the development of the economy of entities of any kind, both public and especially private. 
 The profession of lawyer being an eminently independent one, as it is expressly regulated in 
Law no. 51/1995 for the organization and exercise of the legal profession, but also in the Statute of 
the legal profession adopted by Decision no. 64/2011, is part of the private entrepreneurial field, 
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reason for which it must continuously adapt to the specific conditions of carrying out the 
entrepreneurial activity. 
 
2. Theoretical background. Entrepreneurship of the legal profession 
 
 Before carrying out any activity, it is essential for a lawyer-entrepreneur to present an idea. 
Thus, entrepreneurial law requires the ability of a lawyer to turn ideas into legal services, involving 
creativity, innovation, risk taking and the ability to plan and manage projects to achieve the 
objectives of clients they represent and / or provide legal assistance. 
 Another virtue of entrepreneurial law is its adaptability to the times when he practices law. In 
this regard, with regard to the process of technologicalization of any economic industry, including 
the legal profession, it is necessary to create an online system for providing legal advice and 
providing legal information in an easy, fast and inexpensive way for client. 
 Of course, the entrepreneurial evolution of law influences not only lawyers who develop a 
career in the legal profession, but especially through the legal services provided, entrepreneurs who 
encounter problems in the legal field, problems that need to be solved by an expert lawyer.  
 
3. Competence categories of the lawyer – entrepreneur 
 
 Adapting the legal profession to the needs of the Global Economy involves the development of 
lawyers' management skills, which, depending on how they practice the legal profession, can be 
divided into general managerial skills, team management skills, self-management skills and 
Leader-type manager skills. 
 General competencies involve, first of all, the planning of the legal activity carried out, its 
organization, the management and control that must be held by any lawyer who wants to be 
successful in his role of manager of the legal activity. 
 Planning is the first and most important step in a lawyer's entrepreneurial career. Although 
often underestimated and overlooked, omitting planning is the surest way to failure in a lawyer's 
career. 
 Organizing in the legal profession is combined with planning and refers to establishing tasks, 
designating the best resources (people, equipment) and obtaining them, delegating responsibilities, 
etc. 
 Leadership or guidance in the legal profession is the next step in planning and organizing the 
entrepreneurial activity and involves an effective involvement of the lawyer, and not the hiring of a 
person to perform the activity at his command. (Burduş et al, 2010, p. 117) 
 Control, as a form of auditing the professional activity of the lawyer, is reflected in the 
monitoring of the development of the project, monitoring the progress so as to be in line with the 
planning. This activity can lead to the re-adjustment of the lawyer's planning, to changes in the 
organization, maybe even to the change of objectives. Subsequently, the cycle is resumed, checking 
again the plan, the lawyer adjusts, if necessary, until the goal is reached. 
 Subsequently, in the development phase of the project by hiring collaborating employees, 
acquiring team management skills involves performing three categories of managerial activities 
related to teamwork: employee motivation, training and coaching for the benefit of the team. 
 The lawyer or his team cannot achieve their planned goals if there is no motivation to support 
the performance, production and delivery of the necessary results. The motivation can also be 
directed to the client by granting a discount or a warm treatment. 
 In the legal profession, for a successful entrepreneurial project, the training needs must be 
identified and then such a program must be developed in order to develop this project, and to reach 
the maximum level of performance, participation in a coaching is very constructive. 
 The personal development of a lawyer involves the analysis of his personal qualities and how 
these skills support each other to build the road to professional success. 
 Self-management is the most common way to work in the legal profession, but it involves 
taking responsibility for legal activity, making a difference between the project developed and 
other products in the legal market, passion, energy, fairness, etc. 
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 Last but not least, the modern entrepreneurial lawyer needs to present leadership skills with a 
well-defined vision on the prospects of his activity and with qualities of mobilizing people through 
the services he provides to clients. 
 
4. Specific tools for developing an entrepreneurial project of a lawyer 
 
 Entrepreneurship advocacy must apply specific tools in order to develop the concept of 
practiced law and to present in an attractive and easy to understand way the legal services offered, 
tools such as Opportunity Statement Analysis (OSA) which in turn is divided into Business 
Concept Statement, Personal Goals Statement and Business Goals Statement. 
 Business Concept Statement refers to the essence of the business carried out by a lawyer-
entrepreneur and can be built by providing answers to the following questions: “What product and / 
or service do you intend to offer as a lawyer?”, “Who are the lawyer's potential clients? " or "What 
is the lawyer's need?" and so on 
      Entrepreneurial law can be seen in two entrepreneurial forms, being exercised by a lawyer 
who is himself an entrepreneur and is exercised for clients or potential clients - who are in turn 
entrepreneurs. 
 Entrepreneurship advocacy aims to create managerial connections in order to implement a 
system of providing legal advice and providing legal information in a way that is easy for the 
client, fast and less expensive. 

Entrepreneurial law is aimed at any natural or legal person who encounters legal problems 
that are urgently needed to be solved by a specialized and professional person. (Ghenea, 2011, p. 
95) 
 Regarding Personal Goals Statement, lawyers must identify the reasons why they are the most 
suitable people to practice the profession of lawyer, being important the significant experience in 
the legal field, academic career, qualifications, abilities, motivation and dedication necessary to 
start such a entrepreneurial project. 

All the values mentioned above are to be complemented with the creativity applied in the legal 
field by obtaining favorable solutions before the courts, maintaining a very good relationship with 
clients (entrepreneurs), but should not neglect the publishing activity by publishing articles. 
specialized in various topics for various entrepreneurs interested in the legal field. (Neacsu, 2014, p 
125)  
 Regarding Business Goals Statement this is a concept that analyzes the way of carrying out the 
activity of a lawyer in a Global Entrepreneurial Economy where the competition and the standards 
in the profession are very high. 
 In this sense, the lawyer must identify the competitive advantages of the legal activity 
provided, but also its sources of income / profit, and to identify this information, it is necessary to 
prepare a business model, a form of organization in law and development. in fact, the actual 
activity, a strategy to determine how to obtain fees and, most importantly, what differentiates it 
from the rest of the legal market. 
 The reality of the 21st century is that it aims at a technologicalization, a digitalization of most 
services, including lawyers. More than 70% of lawyers have adapted to this requirement by 
carrying out mostly online consulting, which means that this percentage of lawyers has already 
differentiated from the remaining less than 30% who have not adapted to the new requirements. 
 Or, the current reality that assumes that the most valuable thing for the Global Economy is 
time, determines the adaptation of entrepreneurial lawyers by providing legal advice in a way that 
is easy for the client, fast and even less expensive. 
 In this sense, entrepreneurial law simplifies the relationship between lawyer and client by 
avoiding travel to the lawyer's office or transporting documents, much of the activity taking place 
in accordance with the requirements of digitization through the virtual space. However, this vision 
comes all the more in support of entrepreneurs, especially in periods where urgency, work from 
home, inability to travel are factors that can be satisfied exclusively by those lawyers who adapt to 
the requirements of digitization. (Ghenea, 2011, p. 186) 
  

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

441



Regarding the method of applying the fees, the entrepreneurial law implies, again, an adaptation of 
the method of collecting the fee according to the client, case, the value of the dispute, chances of 
success in the event of a dispute, etc. Thus, the fees can be established, according to art. 129 para. 
(1) of the Statute of the Lawyer Profession in: hourly fees, fixed fees, success fees or even fees 
consisting of a combination of the aforementioned criteria. 
 The legal provisions regarding the establishment of the lawyer's fee are extremely important, 
art. 135 of the Statute of the legal profession expressly prohibiting the lawyer from fixing the fees 
on the basis of a quota litis agreement which represents an agreement concluded between the 
lawyer and his client, before the final settlement of a case, an agreement that fixes only the lawyer's 
fees the judicial outcome of the case. 
 
5. Clientele of the entrepreneur lawyer 
 
 Field observation is very important in the career of an entrepreneurial lawyer, being often 
neglected, unfortunately. Thus, the careful observation of clients in their natural environment can 
develop the lawyer's business into a successful one. 
 Regarding the location of potential clients of a lawyer's business, a well-defined and complex 
entrepreneurial project would involve the diversity of the clients to whom it is addressed in the 
sense that they are located everywhere in space. 
 Of course, it should be emphasized that, as a rule, clients with great financial potential, who 
have the need to provide legal services are located in central areas of cities, but given the diversity 
of legal services that can be provided by a lawyer (civil law, tax law, labor law, commercial law, 
family law, criminal law, etc.), but also the way of providing services, respectively through online 
platform, it results that absolutely no space on the territory of a state that can generate potential 
customers should be neglected. 
 The need for legal services comes not only from the commercial field - business, transactions, 
etc., but also from the entrepreneur's relationship with employees, the entrepreneur's interaction 
with state authorities, especially in tax matters, the personal relationship of entrepreneurs in terms 
of family ties (adoption, will, sharing, etc.), but also of relations of a contraventional or criminal 
nature. (Ghenea, 2011, p. 142)  
   The space where customers can meet is more and more diversified, being able to be especially 
the virtual one. Of course, the extension of the lawyer's entrepreneurial project by providing legal 
services, including at the open office where he carries out his activity in this respect, is not 
excluded. 
 For both types of spaces there are advantages and disadvantages, the central point of the 
discussion being the ability to increase the marketing power of the lawyer's entrepreneurial project 
both in the virtual field and in the real space through the headquarters where potential clients can 
meet. 
 The increase of the entrepreneurial project of the lawyer in the virtual field represents the 
newest and most efficient trend and can be achieved through sponsored advertisements that bring to 
the knowledge of potential clients the existence of this successful entrepreneurial project, 
efficiency and professionalism of legal services to be provided. 
 Therefore, a lawyer's entrepreneurial project has great potential for growth, especially when a 
possible financial investment is taken into account by pursuing a coherent and effective marketing 
policy. 
 
6. Conclusions 
 
 The legal profession is an independent, autonomous activity, the business project developed 
having a double entrepreneurial nature reflecting the development of entrepreneurs through 
entrepreneurs. As it has been shown, the growth of a successful project in the field of law 
determines, in most cases, an increase in the projects of entrepreneurs who have the quality of 
lawyers' clients. 
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The legal activity performed by the lawyer, advising entrepreneurs implicitly generates, as shown, 
an influence on the Global Economy which is organized in a certain regulatory framework whose 
applications and / or interpretations can be implemented with the support of the lawyer - as a 
participant in the act of justice - with a decisive role in consulting entrepreneurs, but also state 
bodies. 
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 Abstract 
 

When teaching English for economics, the connection between content, general vocabulary and 
specialized terminology is obvious. Therefore, finding interesting texts concerning the latest 
information in this field, meeting the challenging and changing needs and expectations of the 
learners, using eclectic teaching methods and techniques adapted to the students’ learning 
strategies can lead to successful English classes. This paper aims at showing ways of teaching the 
vocabulary related to cryptocurrency and bitcoin. It presents methods of teaching terminology 
through individual, pair and group work, highlighting several issues in which students may be 
interested, such as: definitions of cryptocurrency and bitcoin, frequent questions concerning these 
terms, discussions (e.g. Are they “bubbles”?, Security issues), words and collocations (“risky”, 
“unregulated”, “digital”, “private”, “decentralized control”, “exposure risk”, etc.), acronyms.   
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1. Introduction 
 

Cryptocurrency is a very popular subject these days, being widely considered an impressive 
technical achievement and a monetary experiment (Dourado & Brito, 2014, p. 10). It is also a go-
to-topic when teaching English for economics. This paper aims to show ways of teaching the 
vocabulary related to cryptocurrency and bitcoin, using diverse teaching methods and techniques 
and the latest information in the field, so as to respond to ESP (English for Specialized Purposes) 
students’ demanding needs. 

 
2. Theoretical background 
 

There are countless definitions of cryptocurrency available, but a clear-cut one is provided in a 
European Parliament (EP) study from 2018: cryptocurrency is a digital representation of value that 
(i) is intended to constitute a peer-to-peer (…) alternative to government-issued legal tender, (ii) is 
used as a general-purpose medium of exchange (independent of any central bank), (iii) is secured 
by a mechanism known as cryptography and (iv) can be converted into legal tender and vice versa 
(Houben & Syners, 2018, p.23). However, as a result of its anonymity, cross-borders nature and 
quick transferability (p. 13), regulators are worried about cryptocurrency being used for illegitimate 
activities like money laundering, terrorist financing and tax evasion (p. 101).  

The most popular cryptocurrency is the bitcoin (traded since 2009), a medium of exchange in 
some ways superior to cash (e.g. it can be used online) and credit card payments (it is cheaper). 
Nevertheless, it is more volatile compared to fiat currencies, because it lacks a central bank and its 
supply is not responsive to changes in demand (Dourado & Brito, 2014, pp. 8-9). What is more, it 
is vulnerable to online theft (phishing, scamming, hacking).  

A simplified definition of the blockchain, the distributed ledger technology on which most of 
cryptocurrencies run, is the following: it can be thought of as a distributed database. Additions to 
this database are initiated by one of the members (i.e. the network nodes), who creates a new 
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“block” of data (…). This new block is then broadcasted to every party in the network in an 
encrypted form (utilizing cryptography) so that the transaction details are not made public. Those 
in the network (i.e. the other network nodes) collectively determine the block’s validity in 
accordance with a pre-defined algorithmic validation method, commonly referred to as a 
“consensus mechanism”. Once validated, the new “block” is added to the blockchain, which 
essentially results in an update of the transaction ledger that is distributed across the network (…) 
blockchain is all about decentralizing trust and enabling decentralized authentication of 
transactions (…) it allows to cut out the middleman (Houben & Syners, 2018, pp.16-17). 

Blockchain has numerous applications throughout the whole lawful economy and it is not 
designed to launder money, facilitate terrorist financing or evade taxes. Therefore, EP believes that 
the fight against money laundering, terrorist financing and tax evasion should focus on the illicit 
use cases of cryptocurrencies and not on blockchain (Houben & Syners, 2018, p.11).  

Special attention should be given to distinguishing cryptocurrencies from cryptographic tokens 
(..). They constitute a novel class of crypto-assets (i.e. digital assets recorded on a distributed 
ledger, which embody some sort of claim against an entity (or against its cash flows, assets, 
residual value, future goods or services, …) that arises from the use of blockchain technology. 
Some tokens resemble traditional instruments such as shares or bonds and are commonly referred 
to as “security tokens” or “investment tokens”. Other tokens grant their holders (future) access to 
specific products or services and are commonly referred to as “utility tokens”. Also, distinction 
should be made between cryptocurrencies and cryptosecurities. It has been argued that blockchain 
technology could also be used to register, issue and transfer regular shares and other corporate 
securities. Since this technological process would be secured with cryptography, it has been 
suggested that these securities be defined as cryptosecurities. (Houben & Syners, 2018, pp. 23-24) 

Depending on the level of the learners’ interest, time could be devoted to studying the players 
involved (cryptocurrency users, miners, cryptocurrency exchanges, trading platforms, wallet 
providers, coin inventors, coin offerors) and other popular cryptocurrencies (e.g. Peercoin, 
Namecoin, Ethereum, Ripple, Litecoin, Lumens, Cardano, IOTA, NEO).  
 
3. Teaching business English 

 
Özdemir (2015) stresses the importance of learning entrepreneurship in school, as having an 

entrepreneurial mindset and speaking English well are just as important for a successful career. He 
believes that inserting theme-based activities on entrepreneurship in classes can stimulate an 
entrepreneurship spirit in students and promote an entrepreneurial mindset. The school activities 
should help students think outside the box, adapt easily to new situations, think independently, and 
learn through mistakes. Introducing the subjects and vocabulary which may inspire 
entrepreneurship is a must to attain the goal. This is both teaching English and addressing the 
subconscious mind; e.g. students find the success stories of the entrepreneurs to be interesting 
(Özdemir, 2015, pp. 293-296). 

In order to teach ESP creatively to students from diverse programs of study, they should be 
approached mentally, with numbers, graphics, concrete information (Onofrei et al., 2013, p. 343). 
The authors suggest an icebreaker such as providing individual cards with quotations from the 
world of business. Such quotations would lead to energetic seminars, the students being able to 
evaluate economic facts by using specialized terminology. Another useful task for economics 
students is found in the IELTS examination, i.e. compare, contrast and describe charts, tables, 
providing a detailed synopsis of the specific task (Onofrei et al., 2013, p. 343-344).   

These authors plead for the use of open-ended activities instead of the traditional fill in the gap, 
error correction type of activities and for the emphasis on interaction through dialogue using 
specialized terminology. They also give examples of useful materials: Wyatt’s Check your 
Vocabulary for the IELTS Examination, Mackenzie’s English for Business Studies, Lico Júnior’s 
Dictionary of Financial and Business Terms.  

Coxhead (2013, p. 116) considers that special purposes vocabulary is important both because it 
is directly related to the students’ language needs and because understanding and using this special 
purposes vocabulary shows that these learners belong to a particular group. 
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According to Mohamed et al. (2020, p. 100-102), English language teaching and learning needs 
to be content-based rather than mere language input classrooms as a result of the growing demand 
for the integration of language and content, focusing on communicative competence. The authors 
emphasize the importance of ESP practitioners’ knowledge about the specialized language for a 
specific discipline, but in order to know the language discourse, they should first have some basic 
knowledge about students’ field of study. Thus, the language instructors should contextualize their 
English language courses for the respective field, whereas students have to relate what they learn in 
an English language classroom to their field of study or their future workplace.  

A good way of studying business written communication is to analyze Directors’ Reports or 
Auditor’s Reports, which my colleague and I have demonstrated by using Analyze My Writing, an 
online text content and readability analyzer software (Nădrag, 2019b, 482-485; Buzarna-Tihenea, 
2019a, 140-147). Moreover, special attention should be paid to the teacher’s roles, with a focus on 
modern teaching methods and techniques (see Buzarna-Tihenea, 2019b, 231-237). 

Special attention should be paid to neologisms, given that cryptocurrencies are a relatively new 
phenomenon. According to Rets, neologisms are words or word combinations which are innovative 
in their form or meaning in a fixed moment in time and carrying a new social and cultural 
reference. Studying neologisms enables us to learn about present-day cultural values, way of 
thinking and living of the community which speaks this language (Rets, 2016, pp. 814-7). Among 
the strategies of teaching neologisms, the author lists grouping and teaching neologisms according 
to the underlying themes, providing background information and contextual clues about a 
neologism, providing an image associated with it. 

Parkinson stressed the need for teachers to pay attention not just to lexis, grammar, and genres 
(…), but also to consider the disciplinary contexts into which students are being socialized, 
including the culture and values of these disciplines (Parkinson, 2013, p. 168). Usually trained as 
writing or language teachers, ESP teachers work outside of their own disciplines, and must become 
ethnographers, exploring unfamiliar language varieties, disciplinary cultures and modes (Parkinson, 
2013, p. 155). 

Beckisheva et al. (2015) advocate for the use of active methods of teaching (such as case 
studies), as they develop practical and critical thinking in learners. Case studies give students 
practice identifying the parameters of a problem, recognizing and articulating positions, evaluating 
courses of action, and arguing different points of view (...) Case studies are the scenarios that apply 
the concepts learned in the classroom in the real life situation and are already frequently used in the 
Faculties of Economics and Management. Furthermore, since this is an interactive method of 
teaching, the students feel motivated by it, they receive it positively, as an opportunity to take the 
initiative, to feel self-sufficiency in the development of theory and mastery of practical skills 
(Beckisheva et al., 2015, p. 292, 295). 

Similarly, Rus & Medrea (2012, p. 1162, 1164) argue that language instructors need to perform 
a selection in terms of the choice of materials and setting of objectives when it comes to teaching 
English to Engineering students (…); the didactic process should be centered on students’ present 
and future needs. The authors express their concern that without a solid preparation in terms of 
communication techniques in a foreign language, mainly English, nowadays engineers are not 
complete professionals and will have difficulties integrating on both Romanian and international 
labor market.  

Zhang (2007) believes that 21st century Business English might be better defined as a series of 
ongoing conversations – electronic, telephonic and face-to-face. Thus, he pleads for a curriculum 
incorporating “three interdependent modules, i.e. business studies, business practice, and business 
discourse”, where the first two modules would cover the semantic content of Business English and 
the module of business discourse is where the skills required for their study are practiced (Zhang, 
2007, pp. 405, 408). 

Belcher (2013) argues that ESP is ‘on its way toward constructing a knowledge base facilitative 
of pedagogical praxis that, rather than simply focusing on pragmatically helping students of 
English meet others’ expectations, supports growth in their ability to feel ownership of a language 
that, along with their other linguacultural affiliations and competences, increases access to a world 
of options (Belcher, 2013, pp. 546-547). 
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In his paper, Wong (2019, p.5) reaches the conclusion that a productive partnership between 
learner and teacher can overcome the lack of teachers’ expertise in ESAP (English for Specific 
Academic Purposes) instruction, especially where teachers are expected to handle unfamiliar 
content in their teaching. 

Mohamed et al. (2020, p. 104-105) consider that another solution to integrate language and 
content is a “cross-disciplinary collaborative teaching and learning”, the language instructors 
working with experts (e.g. engineering lecturers) in the respective field of study. In this case, the 
language instructors no longer need to familiarize themselves with students’ field of study. Instead, 
they only need to understand the language needs of the engineering students. 

Experienced ESP practitioners can skilfully transfer their ideas and strategies to new ESP 
settings or partly compensate for the lack of appropriate content knowledge through careful 
preparation and access to relevant reference materials (Lesiak-Bielawska, 2015, pp. 5-11). Also, 
they may choose to participate in training programmes organized by professional institutions or 
gain information from ESP teachers’ experience presented in specialist publications. Since the best 
solution, dual professionalism, i.e. training in the target subject area and applied linguistics is not 
frequently available, many ESP specialists collaborate with subject experts, adopt the team-
teaching approach, which involves three parties – the ESP teacher, the subject specialist, and the 
students. Basically, the ESP practitioner acts as a mediator in the process of content knowledge 
acquisition in English.  
 
4. Research methodology  
 

The activities mentioned below are part of the methodology used for designing a lesson plan 
based on the concept and term “cryptocurrency”, and aimed at teaching business English. The 
objectives pursued by the teaching staff could be: teaching specialized vocabulary, developing 
students’ reading, listening, speaking and listening skills through audio-visuals (video, online 
dictionaries, online learning platforms – if applicable, a variety of teaching resources provided by 
British Council. Teaching English - https://www.teachingenglish.org.uk/resources/adults, diagrams 
and word trees, word-cards, games, etc.).  

However, our approach envisages two intertwined components, i.e. C and E, where C stands for 
Content and E stands for English (in connection with developing language skills when teaching and 
learning English as a Foreign language). The activities and techniques suggested by us most of the 
time rely on a) appealing texts, and 2) questions asked by the teacher or by the students.  
Several suggested activities could be: 

Warm-up 
A. Brainstorming: What do you think of when you hear the word “cryptocurrency”? (bitcoin, 

money, trade, digital, private, risky, unregulated, etc.) 
B. What kind of cryptocurrency do you know? Which one is the most famous in the world? 

(bitcoin?)  
Introducing new vocabulary 
A. The teacher shows the students different kinds of currency (for example, 

bitcoin/Ripple/Ethereum) and provides their definitions by using different Internet tools 
see https://www.investopedia.com/tech/most-important-cryptocurrencies-other-than-bitcoin/).  

An alternative to this technique could be the “flipped learning”, a learner-centered approach, 
with topics explained in greater depth, with information conveyed before the English class. 

B. The website https://www.incomeninjas.com/cryptocurrency/how-to-make-money-with-
cryptocurrency/ provides valuable information about this kind of digital money. The paragraphs 
can be used in very different ways, depending on the language skills considered by the teacher (see 
Stănișoară, 2003; Harmer, 2007; Vizental, 2007 - teaching vocabulary techniques), for example: 

Open-ended activity. Skim the following material and discuss it./Scan the material and …  
The article presents various ways to make money using cryptocurrency. Which of these would 

each student/pair/group of students choose and why? (Buy and hold, Day trading, If you were a 
businessperson, would you accept cryptocurrency as payment?, etc.). 
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“Provide a title for each paragraph” and other types of exercises  
(see https://www.teachingenglish.org.uk/article/collocation-pelmanism on “Collocation 
Pelmanism” 

Practising vocabulary 
A. Work in pairs or in groups. Use your cellphones, and go 

to https://www.gettyimages.com/photos/cryptocurrency?mediatype=photography&phrase=cryptoc
urrency&sort=mostpopular). You can also use online dictionaries. Each group will present the 
other groups what they have learnt about: cryptocurrency coins, mining, exchange, ripple 
cryptocurrency, fiat currency, blockchain, etc. 

B. What is the difference (see https://cryptpresso.com/difference-between-exchange-and-trade/) 
between cryptocurrency exchange and cryptocurrency trade in terms of:           

Table no. 1 Cryptocurrency exchange vs. Cryptocurrency trade  
Cryptocurrency Ownership Processes Tools and 

Functions 
Strategies 

Exchange     
Trade     

Source: (The author’s own processing) 
C. Have a look at the material used in the lesson and write down a list of 10 words that collocate 

with “cryptocurrency”. 
D. Identify 5 abbreviations relating to cryptocurrency. 
E. Groupwork. What are the pros and cons of Bitcoin and Cryptocurrency? Use the collocations 

identified in the previous exercises. 
F. Invite a guest speaker to the classroom in person or via Skype/Webex (to make classes 

exciting, engaging and interactive). 
Written assignment or Topics for discussion: 1. Not all cryptocurrencies are “bubbles”; 2. 

Cryptocurrencies and security-related issues. 3.What is Blockchain? How does it work?  
 
5. Findings  
 

This paper has had three main objectives: a) to show ways of discussing current issues which 
can get students interested in studying economic topics (enhancing motivation), b) enriching 
vocabulary, and c) developing the students’ language skills through alternative teaching and 
learning methods focused on students’ being active participants in the classroom.   

The activities suggested by the author are to become a major part of an experiment that is to be 
carried out in the next academic year. The research will consist of observation, an experiment 
relied on different teaching methods and a survey. The results will be discussed with the students, 
then with the teacher’s peers, and disseminated. One major factor that will be considered during the 
research will deal with teaching, learning and assessment viewed as a whole, an on-going process, 
closely related to what is going on in our world, the challenges that we need to be facing after the 
coronavirus crisis. 
 
6. Conclusions  
 

Our endeavor has led us to a large quantity of information on cryptocurrency that we have 
collected over a year, and also to some of the newest teaching methods conceived by experts from 
all over the world and explained in Oxford University Press and Cambridge University Press 
webinars (see, for example, the concept “flipped learning”/classroom). 

It is obvious that well-known methods can be accompanied by new ones, which can get students 
motivated and interested in the subject, join peers to fulfill tasks, solve problems, contribute with 
ideas and their creativity, produce portfolios and, most importantly, enjoy learning business 
English in a comfortable, encouraging, stress-free environment. 
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Abstract 
 

Air transport services are one of the areas where the effects of the COVID 19 pandemic have 
been widely felt. Even though some of the modern aircraft (civil and military) have been 
reconfigured to be used in cargo transport, air operators have been put in a position to cancel 
more than 80% of the flights scheduled for the first part of 2020. used by airlines to be able to 
provide air transport services, will be a great challenge because, with the partial lifting of travel 
restrictions, there will be measures to facilitate social distance aspect that will allow the loading of 
aircraft with up to 50 % of capacity. How the profile entities will adapt their strategies in the 
period after the Covid-19 pandemic. 

    Through this article, we set out to highlight  the implications that the global pandemic 
COVID-19 had on the airline industry. We also aimed to highlight the opinions that passengers 
have about future trips, how they believe they will take place and what conditions the air carriers 
will have to meet to avoid the spread of the COVID-19 pandemic. 

 
Key words: air transport, restart, COVID-19 
J.E.L. classification: L93, M31 

 
 

1. Introduction 
 

Scourges and sicknesses have consistently influenced the Earth, separating the spread, the 
number of casualties and the impacts on economies, pretty much progressed. The infection that 
showed up towards the end of 2019 in China had unsuspected ramifications, spreading in under two 
months around the world. The primary impact noted was the log jam in the worldwide economy 
and the decrease in mechanical creation, with a fast-approaching emergency anticipated. 
Downturns are not considered by masters in the field as usual activities of the economy, albeit 
generally will, in general, follow a specific kind and an inescapable cyclicality. Much of the time, 
times of downturn are gone before by financial development. At the degree of 2020, the explores 
distinguished a progression of techniques intended to envision and balance the event of such 
circumstances through hazard the board. 

The freezing of liquidity shows a first reaction given to the likely condition of the downturn 
because both the elements and the populace look to hold as huge sums as could be expected under 
the circumstances. This longing assists with obstructing the income, causing insolvency or mass 
cutbacks. The outcome is converted into a progression of exceptional monetary estimates that the 
administration and national banks are attempting to comprehend by giving liquidity or spending 
where they did not do up to this point. The principle issue is that the economy is beginning to 
develop once more, with a blast anticipated (Gans, 2020). 

The COVID-19 pandemic is getting down to business as an emergency and not a monetary 
emergency began continuously of fake development of specific areas. Numerous components were 
not foreshadowed, and that may show up in the coming years, being brought about by these 
catastrophes. The present downturn is altogether different from past downturns, with exact causes 
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and about which we can say accurately how it occurred or how it was caused. The economy is 
declining a direct result of COVID-19 and its development potential, yet current arrangements are 
intended to secure everybody's wellbeing (Romer & Garber, 2008). 
 
2. Theoretical background 
 

The beginning of 2020 was the zero moments of a crisis that current generations have not had 
the opportunity to meet so far. The effects of the Covid-19 pandemic have been felt by both the 
public and private sectors, and the return of the global economy to the level it had in January 2020 
has become a must for everyone. Critical declines in passenger numbers have occurred globally, 
and revenues for carriers have fallen sharply. The actions taken by carriers are in free fall, as traffic 
bans cause a critical decrease in the number of passengers and revenues obtained. Carriers that 
support the area of business development based on online actions have earned additional revenue 
during the state of emergency. In response to emergencies and social segregation, carriers around 
the globe have abandoned flights and prepared for their initial days of zero-dollar transactions in 
flight history and related delays in funded flows.  

The International Air Transport Association (IATA) currently indicates lost revenue of about $ 
252 billion. At the same time, IATA recommended offering up to $ 200 billion in state aid as 
money infusions to save companies from bankruptcy. Monetary research conducted by IATA has 
shown that in January 2020, most carriers had less than three months' money to cover EBITDAR 
and aircraft rental costs. These stores have just shrunk, and aircraft surveillance teams are now 
investigating every route to postpone tranches, with numerous aircraft in talks with rental 
organizations (estimated to own about half of the world's military) and various rallies, for example, 
air traffic board offices, to defer rent rates and course fees. The various options to return the leased 
aircraft, to bring support back, to grant new air transport and to stop alternative aircraft are, 
exceptionally, significant contemplations. It is clear that for some, this will not be enough and will 
need critical state aid to obtain numerous through the valley of income that the current world 
situation has made (Iata, 2020). 

Air carriers could also consider security regarding the financing of aircraft aviation services. 
The cycles (take-off and landing) and flight hours that determine the consistency of administrative 
maintenance will decide the degree to which the costs are borne. Due to the large scale and scale of 
the pandemic, many will rely on the activities and support of each government. Before March, the 
Chinese Civil Aviation Administration (CAAC) reported a range of measures to help the Chinese 
area from transitional relief and mitigation, restart administrations and expand the use of the 
foundation. In Europe, several governments have made affordable offices and cash prizes, in some 
cases subject to the absence of obligations on the part of their loan chiefs. In the United States, 
government awards and aid totalling $ 58 billion were claimed for the aviation business. Given the 
vulnerability as soon as this disruption ends, government support through transitional advances 
provides the most, tax relief is an inviting intercession, and we are increasingly pursuing this as 
urgency sets in. As possible, if the outage is delayed, there will be a significant impact on impacts 
through the broader aviation industry, which includes airline terminal operators, aircraft and engine 
manufacturers and the entire aviation with free chains and, in particular, -Really, even rental 
companies. Increasingly organized aid may be needed in the coming months, applying a higher 
weight to stressed savings. What is clear is that, as is possible, aeronautical activity is essential to 
the broader economy and its vital significance in taking on a job in the global recovery. The 
continuation of the carriers' union through mergers and feasible acquisitions (or value positions 
when traded on open market carriers) is likely to happen before, and then the emergency pandemic 
will be resolved (Icao, 2020). 

Air carriers will put passenger safety first. In this case, efficient collaboration is needed between 
them and various suppliers of raw materials, materials, technological solutions related to air 
conditioning and efficient air recirculation. Actions are needed to implement a science-based 
biosafety regime to keep passengers and crew safe. Through this process, aviation must ensure that 
there are no significant sources for the spread of communicable diseases, including COVID-19. 
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Air transport services will be widely used to recover the economy. The aim is to restore trade 
and tourist routes in order to restore as soon as possible the capacity that can respond to the 
demands of economic recovery. The development that this branch of transport services has 
acquired in the last decades has made air transport a "true instrument of globalization". Indeed, 
ensuring accessible air transport in the post-pandemic period will be vital for the global economy 
(Eurocontrol,2020). 

Aviation will continue to implement its most effective corporate social responsibility (CSR) 
policies and preferably environmental objectives. Airlines will remain determined in the post-
COVID-19 period to achieve their long-term goals of reducing net carbon emissions to half their 
levels from 2005 to 2050. Successful implementation of the offset system, as well as carbon 
reduction for international aviation (CORSIA), will play an essential role in this effort (Capsca, 
2020). The end of May 2020 was marked by a unique event so far in the history of aviation - the 
first flight performed with a Cessna aircraft powered exclusively by energy stored in a battery 
system. Even if it is only a successful first flight, with certainty, the research will advance, aviation 
will continue to operate, providing services to the highest global standards, designed to be tailored 
to the government's policies and strategies. Airlines are committed to working with their partners 
for government, institutions and the industry as a whole to stabilize the global standards needed for 
a useful restart of this sector. The agreed measures must be effectively implemented and mutually 
recognized in order to govern, given that most operators operate international flights (Aldy & 
Viscusi, 2013). 
  
4. Research methodology 
 

In order to establish how the air transport services can be restarted gradually, a questionnaire 
was elaborated composed of 23 questions, multihotomic, dichotomous and structuring on 
measurement scales. This questionnaire was completed online, being applied to several 100 
respondents, mainly from Romania. The results showed that people are willing to use air transport 
services again, in compliance with prevention and protection measures. Also highlighted were the 
methods by which passengers who purchased air transport services and did not benefit from the 
services of air operators can recover the amounts paid or can receive compensatory services in 
return. 

1. Starting in June 2020, will you be willing to travel using air transport? 
Figure no. 1. People`s opinion about flight after Covid-19 

 
Source: made by author 
 
There is a reluctance of people to return to travel after the global Covid-19 pandemic. Most of 

them argued their answer with opinions about the lack of certainty about the medical history of 
passengers or distrust of the additional services offered by companies to prevent the spread of the 
virus. The highlighted period, arguing that they will travel with predilection in the interest of 
business, implicitly using business services of the air operators, and the social distance within these 
flights can be implemented much more comfortable. 
 

Yes No Maybe
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2. Would you be willing to pay extra for the travel ticket in the context of the current 
epidemiological situation? 

 Figure no.2 . Additional rate 

 
Source: made by author 

 
More than 60% of respondents do not agree with an additional tariff, because in their opinion 

there is no apparent justification for the investments that airlines undertake in order to combat the 
spread of the Covid-19 pandemic. With 40% of respondents answering this question in the 
affirmative, passengers who are willing to pay additional fees for protection against the spread of 
the Covid-19 pandemic believe that health is a priority and with these additional revenues, air 
operators will be able to face the current challenges through adapted technological solutions, 
different flight conditions, but especially by performing flights where social distance is respected. 

 
3. What is the method by which you seek to recover the amounts related to the non-performed 

flights? 
Figure no. 3. Compensation for missed trips 

 
Source: made by author 
 
After air services resume, most people who were unable to travel due to border closures and the 

Covid-19 pandemic will seek to recover the amounts paid for airline tickets. Most respondents 
pointed out that the best way to recover the amounts paid for plane tickets is to return the amount 
by the air carrier. Of the interviewed staff, approximately 20% expressed their openness to receive 
vouchers from airlines that would allow them to make future flights on any of their routes. The 
other respondents considered that they could accept another flight provided by the same operator 
(highlighting the fact that this time was chosen, most of the time, tourist locations), or races of the 
same kind as those originally purchased. Approximately 10% of the respondent considered that the 
best method by which they can recover the amounts paid for the tickets of the non-performed 
flights consists in requesting to the air operator some sums meant to compensate the eventual 
inconveniences created. 

 

Yes No

Return money Value vouchers Similar trips

Route / date change Claiming compensation
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4. Under what conditions would you be willing to use air transport services, starting with the 
middle of 2020? 

Figure no.4. Travel conditions post Covid-19 

 
Source: made by author 

 
Social distancing is highlighted by respondents as one of the best options to prevent the spread 

of Covid-19, 50% of them supporting this option. Complementary methods for performing a flight 
such as the use of surgical masks, visors and technical solutions for air filtration inside aircraft, 
occupy the second and third places in the top of protection options, with percentages below 20% of 
respondents. The least agreed option is to delimit the spaces for each passenger. 
 
5.  Findings  

 
The effects of the Covid-19 pandemic are certainly difficult to estimate, and the way in which 

passengers will be compensated for unperformed flights is an enigma. There are various options 
and it seems that the way in which each operator will reinvent itself will be defining in remaining 
in the market or correcting that bankruptcy. Returning passengers to aircraft will certainly be a 
major challenge for air carriers. Certainly, in order to be able to carry out a safe air transport, 
investments will be made that in one form or another the passengers will feel in the value of the 
plane ticket. 
 
6. Conclusions 
 

The year 2020 will undoubtedly remain in history as a time of change and reconstruction, 
starting from individual attitudes and reaching the changes brought to the global economy. The 
crisis caused by the slowdown in consumption has been difficult to anticipate, and it is hard to 
believe that the final moment is known. Air transport services have been one of the most affected 
branches of the global Covid-19 pandemic economy. How this industry will resume its activity is 
partially anticipated at this moment, debating several possible scenarios, for medium and long 
periods. Experts in the field believe that the air traffic that the global industry reached in January 
2020 will be reached again in a range of 3-5 years. 

At this moment, it is necessary to develop new strategies, meant to cover the new transport 
needs on medium and vast distances of people, by respecting the policies related to social distance, 
crowding of closed spaces or related to wearing protective masks. 
 
 
 
 
 
 
 
 

Social distancing By using masks and visors

By filtering the air in the aircraft By individual insulation of the seats
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Abstract 
 

My paper will focus on several basic features concerning blended learning, and it will build on 
the properties of digital technologies. In our contemporary world, students in general, and working 
students in particular, feel the need to use their digital skills to be successful in both the study and 
work environment. This means that our courses should be upgraded by resorting to the new 
technologies in the field of teaching and assessment. By doing so, the advantages would be 
multiple, starting with accessibility, affordability, flexibility and ending with inclusivity, self-
empowerment and resource management. An example of such a ‘fortunate’ mixture between on-site 
classroom interaction and on-line activities is the case of flipped classrooms, where, as it is going 
to be discussed, student-time is increased and so is the quality of the interaction between the 
teacher and the learners. 

 
Key words: blended learning, flipped classroom model, digital technologies, educational 
approaches, learning culture  
J.E.L. classification: I21 

 
 

1. Introduction 
 

If we were to define blended learning, we could say that it represents a combination of 
traditional and digital technologies that are merged in a way may help learners learn more 
productively. If time is used efficiently, more can be achieved. Blended learning can take many 
forms, as are going to see, and it adds value for both learners and teachers. Since the properties of 
traditional teaching methods are well-known, we are going to focus on the basic properties of 
blended learning since they are quite important for learners’ success. 
 
2. Theoretical background: Blended learning and digital technologies 
 

In a nutshell, for learning and teaching purposes, digital technologies store information and data 
very efficiently, we can have access wherever we want; they can present material in a variety of 
different media formats; they can respond to what students require based on the data you, as a 
teacher, put in. First, efficient storage is good because it means teachers can provide digital 
versions of videos, animations, documents at a far lower cost than their physical equivalent. And if 
we need to update a material, we revise it in just a few minutes and store it in the same place. Then, 
these assets can be made available for thousands of learners at the same cost as if we were running 
a workshop for just 15 people. That is the reason why MOOCs can run cheaply. Third, having 
remote access means we can organize our schedule as needed, watching the videos or reading 
articles whenever one wishes without having to work to a fixed timing. Therefore, the learner finds 
it flexible. Multimedia helps us with videos to show what blended learning looks like in action, 
which gives us a much better sense of ways it might work for us. In addition, having the 
opportunity to listen to the tutor's voice talk through a diagram is often easier for students to 
understand than reading about it. It is important to understand that multimedia and remote access 
bring digital learning to every learning environment: classroom, field trip, study room at a time of 
learners’ choice. However, the most interesting feature refers to designing and making use of tailor-
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made resources. For the teaching and learning purposes, storage technologies such as paper, 
dictionaries, and libraries or, for easy access, catalogs, indexes, content lists have always been 
used. Traditionally, different media like books, videos, maps, diagrams are common. The problem 
is that no methods that teachers used before can respond to a learner’s personal needs. With digital 
technologies, learners can select the level of difficulty and the activity they need to do, they can 
choose to interrupt a video, to explore activities for later in the week, to browse a Wiki page, and to 
do as many interactive exercises as they feel necessary. In this manner, a very large amount of 
content is situated under learners’ control in a way that impossible with physical technologies. 
Besides, interactive exercises have an additional aim as well—to give feedback on learners’ 
decisions about which item to select. This is what it is meant by personalization.  

All these properties of digital technologies combine to help the learner in several essential ways. 
What the learners appreciate is the fact that they are allowed to log into the network with their 
computers and have all their work previously done in class made accessible at home. Kinesthetic 
learners, who need to see things happen and who need to get involved, can benefit from being able 
to do things as the teacher is doing them because it is easier for them to understand how to 
complete the tasks. Offering students something they can focus on, other than just the teacher 
talking at the same time, like the videos and the presentations, it tends to give them a bit more of a 
choice on what they can concentrate and study particularly if they have got a low attention span. To 
sum it up, storage, access, multimedia, and personalization are just a few properties of digital 
mixed that can be used together with our conventional methods and so get a formidable mix of 
learning opportunities.  

There are many new technologies that can be used by teachers in order to upgrade their courses 
and in the following section, we are going to present several options and suggest some of their 
contributions to designing active learning activities.  

Being born in a digital era, today’s students have different expectations as far as technology is 
concerned. It is our role, as teachers, however, to guide them and teach them how to use it for 
educational purposes. A complex tool towards accomplishing such an endeavor is a Virtual 
Learning Environment (VLE) which creates multiple facilities for both trainers and trainees (see as 
examples Blackboard, FutureLearn, BritTeen)Here, teachers can upload videos and their own 
online materials, or they create different types of quizzes (one-word answer, multiple-choice, yes or 
no, etc.). in addition, they can provide special places for online homework submission or for 
discussions, such as forums. On the other hand, students find accessing a VLE very engaging and 
their learning activities offer them the sensation of independence. As they can learn things at their 
own pace, according to a flexible schedule, class time can be used more productively because 
students are better prepared. As learning also represents a social activity, class time can be 
supplemented by remote communication tools such as the VLE forums, Facebook messenger, 
Skype or WhatsApp. 

Blended learning is therefore aided by the use of virtual platforms where modern methodology 
can be used in order to turn students’ role from mere passive receptors of information to actively 
involved participants. At this point of our discussion, it is worth mentioning the importance of free 
software such as Moodle, where ‘semipresencial’ teaching is encouraged (Bentabol et all, 2019, 
p.2) and where a wide range of tools is offered. With regard to this e-learning experience while 
using Moodle, Bansode S. and Kumbhar R. note that: 

“Moodle is a free source e-learning software platform, also known as learning management 
system it was originally developed by Martin Dougiamad to help educators to create online 
courses with a focus on interaction and collaborative construction of content and in continual 
evolution and is available under GNU License. It is a software package for producing internet-
based courses and websites. It is a global development project designed to support a social 
constructionist framework of education.” (2012, p. 4) 
As course managers, teachers are fully responsible for the uploaded content which can be 

customized by using different layouts or ‘themes’ and also a series of formats are available. 
Teachers can operate on their course sections by either editing/reediting or moving/removing them. 
Students’ are granted access on the site after enrollment and authentication. As with a traditional 
classroom, Moodle classes have a virtual gradebook where every teacher can track students’ 
progress by recording the scores they get after completing an assessment or quiz, or after being 
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assessed by their peers, etc. (see https://docs.moodle.org/38/en/Teacher_quick_guide). 
Moodle Quiz is one of the versatile tools which is valued for its interactive features which will 

briefly be referred to. First, there is a ‘question engine’ enabling assessors to create a series of 
question types, including multiple choice, True/ False, short answer, numerical or composition. 
Images, videos and sound files can be inserted within the questions, too. After the questions being 
written, these are kept for storage in a ‘question bank’ for further uses in other quizzes. Therefore, 
the initial time and effort investment necessary to draft the first quiz can spare teachers’ efforts 
when recycling these items for future quizzes. Once the questions are put down, the quiz can be 
arranged. There are many adjustments that can be made within the quiz settings to change the way 
the questions are displayed (for example, randomizing the questions). Besides, feedback (and 
grades) can be given to learners after a question has been attempted or at the end of the quiz. What 
is more, students can be given the opportunity to retake the quiz following the feedback, providing 
personalized formative feedback which helps learners consolidate their knowledge   

You can use a Moodle Quiz to help learners practice what they know and gain formative 
feedback to help them consolidate their. When used at the end of a unit, module or course, a quiz 
can be used for summative assessment. Simple Quizzes can help learners remember what they have 
learnt or it can help motivate them to fill in the gaps. Quizzes can be used as a pre-test in order to 
give the learner confidence and motivation by showing them how much they already know. On the 
other hand, a pre-test will allow teachers to assess learners’ existing knowledge and enable them to 
personalize their program of study. Quiz pages within the Moodle Lesson activity can support 
interactive self-guided study. Some other uses are: end-term quizzes may consolidate learning; 
summative quizzes may assess learning of key concepts; self-evaluation quizzes on performance 
may be used prior to tutor meeting; diagnostic quizzes may determine readiness for an examination 
entry; assessment quizzes for literacy may be used to demonstrate proficiency for study, and so on. 
More precisely, the steps suggested are as follows: first, for a course in Business Communication, a 
teacher or trainer selects a YouTube video case study about employment interviews for a group of 
online learners to watch; next, the teacher or trainer embeds the video within the Moodle course; 
then the teacher or trainer creates a short quiz beneath the video focusing on key points of learning 
during the video. After that, learners watch this video and take a short quiz to test their 
understanding and provide formative feedback before moving onto the next activity. Last, in the 
event that the answers given are incorrect, the teacher or trainer has created feedback that direct 
learners back to key points in the video so that they can watch again before the next attempt. 

Speaking of educational videos as learning tools, it needs to be stressed that they are useful 
ways of presenting and demonstrating new concepts and, as such, they can be seen as playing an 
important role in students’ learning undertaking. Long or short as it may be needed, it is however 
recommended that videos should not exceed four-five minutes in length for optimum 
concentration. 

There are also other important tools, also belonging to the ‘open-source software’ category that 
we have presented as a valid option since they can be downloaded from websites and used for free. 
A good example is Audacity, an audio editor that is easy to use for many operating platforms 
(Windows, Mac OS X, Linux), which is downloadable from http://web.audacityteam.org. After 
recording sound files in either. WAV or .MP3 format, these materials can be edited, mixed, 
exported and uploaded as educational podcasts, available for students’ use or study. Those who are 
auditory learners will particularly benefit from this type of information sharing since they tend to 
better process it when extra-verbal elements are involved: voice tonality, pitch or rhythm. Unlike 
video materials, sound files are more readily available to be accessed “on the go” and used by using 
smartphones. For example, students at the University of Leeds have the lectures recorded for them 
and they can study these materials by accessing iTunesU. 

Therefore, mobile devices are useful also for the purposes of studying. As we have already 
discussed, students can access their lecture notes via the VLE before, during or after the teaching 
sessions. Apart from the lecture notes, some other materials are made available, for instance, e-
books, journal articles, blogs or vlogs. Also, they can get virtual library membership, organize 
notes, assignments and even deadlines. On a WhatsApp group, for example, its members can share 
worksheets instantly. 
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Remote collaborative work is another major advantage of some technologies, such as Google 
docs, Wikispaces, PBworks or Evernote. As suggested by its name, a wiki contains information 
that can be accessed very fast once created or edited online by several members of a team. In this 
way, reports, projects, survey results, translation work, or presentations can be assigned as 
homework to a group of students who are able to make individual contributions at the same time 
and whose autosaved work is available at any time and on any internet-connected device. In this 
way, the learners become actively involved in the educational process as they are directly 
responsible for when and what exactly they study, they also choose their learning pace and the 
extent to which they prefer to contribute and interact with their tutor and peers. A Using these 
online tools provides learners with independent space where online glossaries can be created. Thus, 
lists of specialized vocabulary can be drafted by students as relevant support to study and learn 
medical, business, legal terminology, for instance. Creating these virtual documents have highly 
valued benefits: 

“Glossaries are widely used in educational context to provide just-in-time support for learners 
when they need it. Online glossaries enable co-construction by learners and therefore promote 
active, collaborative learning experiences helping learners to feel ownership over the vocabulary 
of their chosen field. The resulting glossary can then be accessed in class, at home and in the 
workplace by means of a mobile phone, tablet or computer, meaning that learners have support 
wherever and whenever they need it. Co-constructed glossaries can build confidence and 
community as learners can track their growing, collective understanding as more and more 
entries are added to the glossary.” (https://ugc.futurelearn.com/uploads/files/69/82/69821e4b-
4675-4629-9655-dc18c11f767e/Online_Glossaries.pdf) 
According to the same source, the educational contexts that can benefit from the use of online 

glossaries are various: 
• specialized vocabulary needed by ESOL learners 
• technical and professional vocabulary  
• written and spoken vocabulary for developing communication skills 
• core skills backup 
• written and spoken vocabulary in vocational fields 
• communication skills 
• specific language learning  

(for details see https://ugc.futurelearn.com/uploads/files/69/82/69821e4b-4675-4629-9655-
dc18c11f767e/Online_Glossaries.pdf) 

Another possible assignment that has the potential to improve team working skills is writing a 
group essay or report where the module leader is able to check the exact extent of each member’s 
contribution. 

All these tools that have been presented enable students’ individual/group study outside the 
classroom and thus promote learning beyond the traditional classroom setting, but, at the same 
time, complementing the latter. This pedagogical style in which instruction is directed 
bidirectionally from face-to face group-work to on-line mediated individual study is known as the 
‘flipped learning’ approach. This name briefly indicates that concept acquisition can be 
accomplished individually, with the help of the modern technology available, while practice-time, 
including providing feedback, explanations, demonstrations, analyses, etc. is offered more attention 
during the face-to face activities, in the traditional environment. Teachers’ role is rather that of a 
discrete observer and a coach who provides trainees with personalized guidance during the 
workshop. Following specialists’ analysis of the flipped classroom structure (Ozdamli, F. and 
Aşıksoy, G., 2016, p. 102) arrive at an even more complex model called HFC (Holistic Flipped 
Classroom), where every study environment is assisted and closely monitored and which is 
schematically described in Figure no 1: 
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Figure no. 1 

 
Source: Ozdamli, F. and Aşıksoy, G., 2016, p. 103 
 
More practically, for such an approach to be feasible and successful, there are several 

requirements that have to be met: the first condition is time frame flexibility, meaning that students 
should be given the opportunity to study at times chosen by them (see Fulton 13-14). Then, as 
already suggested, the traditional view of the teacher as the main education source is to be replaced 
with a more democratic model, where the learner is placed in the center of attention. This is what 
specialists call a ‘shift in the learning culture’, where students become more actively involved in 
the educational process: 

“In the traditional teacher-centered model, the teacher is the primary source of information. By 
contrast, the Flipped Learning model deliberately shifts instruction to a learner-centered 
approach, where in-class time is dedicated to exploring topics in greater depth and creating rich 
learning opportunities. As a result, students are actively involved in knowledge construction as 
they participate in and evaluate their learning in a manner that is personally meaningful.” 

https://flippedlearning.org/wp-content/uploads/2016/07/FLIP_handout_FNL_Web.pdf 
The third requirement is made with reference to the types of materials selected in such a way 

these are relevant and accessible in terms of both terminology and availability. Moreover, the 
content used should promote strategies suitable for an active learning style, on the one hand, and it 
should be personalized according to the students’ level and interests. Creators/ curators of such 
‘intentional content’, teachers give up their central role assuming, nevertheless, a more demanding 
role. This role is called by the Flipped Learning Network (FLN) the ‘Professional Educator’ and is 
considered one of the ‘four pillars’ of this educational approach: 

“The role of a Professional Educator is even more important, and often more demanding, in a 
Flipped Classroom than in a traditional one. During class time, they continually observe their 
students, providing them with feedback relevant in the moment, and assessing their work. 
Professional Educators are reflective in their practice, connect with each other to improve their 
instruction, accept constructive criticism, and tolerate controlled chaos in their classrooms. 
While Professional Educators take on less visibly prominent roles in a flipped classroom, they 
remain the essential ingredient that enables Flipped Learning to occur.” 
(https://flippedlearning.org/wp-content/uploads/2016/07/FLIP_handout_FNL_Web.pdf) 

 
3. Findings: Digital technologies— advantages and disadvantages 
 

Following the arguments brought by Ozdamli, F. and Aşıksoy, G. (2016, p. 103), this approach 
presents both benefits and drawbacks. On the one hand, extending teacher-student interaction, 
focusing on the interactive learning style and encouraging individual input and output. Apart from 
these, some other advantages are worth mentioning:  
• Accessibility 
• Affordability 
• Flexibility and ending 
• Inclusivity 
• Self-empowerment 
• Resource management. 
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On the other hand, while listing the drawbacks, reference is made to students’ lack of time 
management skills when extra-class activities are to be prepared or having to deal with technical 
issues concerning internet connection problems. 
 
4. Conclusions 
 

To conclude, the use of digital technology involved in blended learning has the potential to 
enhance the education process in terms of the degree of flexibility it provides, flexibility in terms of 
time and place, rhythm of learning, learning forms (audio/video, text/pictures/, online/offline, 
individual/team work), and, last but not least, adaptability to the learner’s needs. As noted by B. 
Valenzuela Zambrano and M. V. Pérez Villalobos, 

“A modern and friendly virtual platform is not a guarantee of effectiveness and quality in the 
teaching-learning process, because virtual environments have not been able to replace the 
teacher's work. However, it can be a good tool when the teacher decides to use it, because it can 
help to generate didactic activities that enhance face-to-face training. And in some cases, it 
encourages more autonomous student work.” (quoted by Bentabol et all, 2019, p. 3) 
After all, the ultimate goal of blended learning is enriching the learning activity and therefore, 

making it more effective. 
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Abstract 

 
The study of the characteristics of human behaviors from the perspective of content reframing 

provides information about the ability to understand human behavior and the formation of 
constructive relationship skills. The significance we give to an event depends especially on the 
frame of reference we use to form our inner map of that event. The technique of content reframing 
addresses those behaviors that seem to get out of conscious control and helps people to change 
their limited and limiting views, outdated or inappropriate to the context, in order to gain a deeper 
understanding of their own life and reality and to identify new opportunities, solutions and possible 
objectives. 

For this purpose, a clear distinction is made between the person, his behavior and the intent 
behind this behavior. Therefore, the possession of the skills of understanding human behavior is 
absolutely necessary for a future specialist. 
 
Key words: content reframing, human behavior, context reframing, effective behaviors, neuro 
linguistic programming 
J.E.L. classification: D91 
 
 
1. Introduction 
 

The study of the characteristics of human behavior from the perspective of content reframing 
provides information about the ability to understand human behavior and the formation of 
constructive relationship skills. The significance we give to an event depends especially on the 
frame of reference we use to form our inner map of that event. Content reframing is one of the most 
powerful and fastest change tools ever developed in NLP (neuro linguistic programming). It has a 
major impact on human behavior and most of the time it works instantly, by changing the frame 
and rearranging the mental map. 

The notion of behavior was developed and implemented in the scientific research of the 
behaviorist school. It was defined as the set of responses of the human body to external stimuli. 

All body segments appear in this case as execution links, which perform movements or 
secretions based on commands received from the brain, respectively, from the motor or secretory 
nerve centers. The mechanism of behavioral reactions is reflex, so an interaction between the 
nerve’s centers. The human behavioral system represents a coherent set of values, states, actions or 
transformations through which the subject enters into a relationship with the environment, with 
others and with the self. Behavior can be unconscious when it represents the materialization of an 
innate algorithm and can be conscious when it is the result of a decision, when it is voluntary. 
Human behavior should be considered a directed activity and not a reaction, the goal being the one 
that largely regulates this direction. To a large extent, it can often seem paradoxical. Individuals 
form groups to achieve various goals, but within these groups (organizations) there are sometimes 
very strong conflicts, various tendencies, fierce power struggles or, indifference, lack of interest 
and initiative. 

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

463

mailto:popescu.cristina@univ-ovidius.ro
mailto:maruntelucarmenliliana@gmail.com


Man, as a product of nature and society, represents a three-dimensional biological, social and 
rational being. The existence and development of man have implied the satisfaction of multiple 
needs. They appear in the form of people's desires, expectations, aspirations (the subjective side of 
human needs). Fixed in people's consciousness and entered into their habits, the needs acquire an 
objective character. 

Need appears as an essential element of motivation and is an engine of any economic 
mechanism. Their multitude can be satisfied with goods taken from nature, only to a very small 
extent. Most of them must be created through work, an activity through which and in which people, 
starting from their needs, determine their interests, seek and create appropriate means to achieve 
the proposed goals. Human tendencies are natural impulses that arise from the subconscious and 
cause people to do certain actions irrationally and unconsciously. Trends have existed since birth. 
They are always present. Through them, people assimilate information and adapt to the culture, 
time, place, group and society in which they live. Human tendencies are universal, valid in all 
cultures and at all times, but they are expressed differently depending on the development plan of 
the human being. When these tendencies are either blocked or, in one way or another, prevented 
from manifesting, people have deviant behaviors such as mood swings, anger, inability to 
concentrate, violence, or excessive shyness. 

 
2. Theoretical background 

 
In the 1940s, Abraham Maslow represented the hierarchy of human needs, part of his theory of 

motivation, formulated in the book "A Theory of Human Motivation", in the form of a pyramid, the 
Pyramid of Maslow, on this theory founding the principles of construction and affirmation of 
modern Western society of the 20th century. 

According to the American psychologist, there are five levels of human needs. Once satisfied a 
level or when he feels that it would be, man enters a temporary phase of relative equilibrium, then 
moves to the next level of needs, the course being from the base of the pyramid to the top. Maslow 
explains that it is the unsatisfied level that directs human behavior. It would be useless, even 
impossible, to attempt to fulfill some needs at the top of the pyramid, if those at the base are not 
satisfied. 

The pyramid of needs drawn up by the American psychologist Abraham Maslow highlights five 
levels of needs, from the primary ones, which he calls vital or psychological needs, going through 
security needs (stable and predictable environment, housing, work, etc.), through the of belonging 
(love, integration in a group, etc.), of esteem (trust, self-respect and appreciation of others), up to 
the needs of valorization, self-realization, which would give a meaning to existence. 

Physiological needs are placed at the lowest level, namely the need for food, water, shelter, even 
the need for transportation. These are those needs that forced people to put aside the instinct of 
predator, animal, to associate in order to survive. Without satisfying basic needs, the human being 
ceases to subsist. 

The next level, the second, is dedicated to the so-called needs related to personal safety and not 
related to physiological needs because personal safety transcends physical safety, fear of being 
assaulted, and appeals to financial security (a guaranteed minimum income, a decent pension plan), 
job security, safety that allows you that psychological comfort necessary for efficient functioning, 
released from the anxieties of daily living. 

The third level is dedicated to social needs, of belonging. Man feels this urge to enter into 
relationships with others, to fit into large social groups. And we are talking here about religious 
groups, professional organizations, sports teams, groups of sympathizers of a person or cause, or 
even groups on the edge of the law. In their small form, the social groups that satisfy the need for 
appearance is family, life partner, close colleagues. On the fourth level, Maslow places the need for 
social recognition, self-confidence, self-esteem, lack of respect can give rise over time to feelings 
of inferiority, transformed into a complex of inferiority and social alienation.  

Finally, the last level, the fifth, is reserved by Maslow for personal development, self-
realization. Fulfilling the potential, we would say today. Hobbies, especially expensive ones (the 
pleasure of traveling, of painting, of learning a foreign language only to read an author in the 
original) are at the top of the hierarchy of needs.  
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3. Research methodology 
 

By modeling the efficient behaviors of successful people in various fields (education, sales, 
management, negotiation, etc.) and by increasing the number of those involved in the growth, 
structuring and development of Neuro-Linguistic Programming (NLP) starting from the basic 
models built by Grinder and Bandler, it has gradually became a science of subjective experience 
and then a science of human efficiency. 

From the very beginning, NLP aimed to help people change their limited and limiting views, 
outdated or inappropriate to the context, in order to gain a deeper understanding of their own life 
and reality and to identify new opportunities, solutions and possible objectives. 

This reframing pattern was taken from Virginia Satir, which John Grinder and Richard Bandler 
later modeled. She created a clear separation between intention and behavior, the basic assumption 
being that any behavior is based on a positive intention. This model uses the story the person is 
telling about the event or situation, not the situation itself. We thus work with words that can give 
new meanings and new understandings of the situation described, which leads to a change in the 
inner state related to that situation and including the person's behavior. The concept of content 
reframing refers to a point of view from which we see the world, born from personal experiences or 
from those around us. Experience itself doesn't make any sense. We give it meaning based on 
beliefs, values and the things we like or dislike. In other words, it represents the meaning we give 
to the event itself. When a person has an experience they don't like, what they don't like is actually 
their response to that experience. There is nothing wrong with certain frames that we use in 
different situations, unless that frame causes us suffering and discomfort.  

Our way of changing the answer is to understand that the answer itself is not based on what 
happens in the sensory experience, it is based on the interpretation we give. "A signal only makes 
sense in the context or context in which we perceive it." Anthony Robbins 

Perceptions are creative. If we perceive something as an obligation, this is the message we send 
to our brain. Then the brain generates states that turn that into reality. If we change our frame of 
reference and look at that situation from a different point of view (or another angle), we can change 
the way we react in life. We can change our representation or perception about anything and in a 
moment, we can change our moods and behaviors. This is what reframing is about. The way we 
are, our reference frames, our maps define the territory. We tend to frame things based on how 
we've perceived them in the past. Often, by changing the usual standards of perception, we create 
more options for our lives. If we look at that situation from a different point of view, we can 
change the way we react in life.  

Our minds are often bombarded with negative thoughts, images and things that could happen to  
us and hundreds of reasons that pull us back from what we want to do. The interesting part is that 
80-90% of the things we worry about will never happen. So did Mark Twain say "I'm now an old 
man and I've known a lot of problems, but most of them never happened to me".  

We don't have the power to change events, but what we can do is put them in a convenient new 
setting. We are free to change any thought we want into a more positive one. If we do this with 
every thought, there's a good chance that life will pass us by; instead we can deal with the ones that 
really cause us discomfort. 

Content reframing involves changing the way we perceive an event, including changing 
meaning. Reactions and behavior will also change when the perception changes. Re-shaping 
through language allows you to see words in a different way and that transforms meanings. To this 
end, a clear distinction is made between the person, his behavior and the intent behind this 
behavior. Content reframing is the basis of all legends, stories and creative ways of thinking. 
Reframing the interpretation of a situation can be done from the perspective of the content 
reframing, content and meaning. 
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4. Results 
 

Context reframing assumes that the meaning of any behavior or event exists only in relation to 
the context in which it takes place. Almost any behavior is useful or appropriate in a particular 
context. Interrupting a speaker in the middle of a presentation, standing up and making your point 
could be considered inappropriate. Through a contextual reframing, an individual takes the 
undesirable behavior and applies the question "where could this behavior be useful?" or "in what 
other context would such behavior be valuable?" Context reframing leaves the meaning of the 
behavior unchanged and shows how this behavior could become a useful response in a different 
context.  

This technique involves confirming the positive intentions behind the behaviors that an 
individual wants to change – usually undesirable behavior. Alternatives are sought and found to 
satisfy the positive intention, followed by negotiations with the self (entirely or only with parts of 
it) to resolve the conflict. Then an ecological check is done and the new behavior is implemented. 
Reframing also describes changing the context or representing a problem. 

When we want to reframe, it is good to be sure that we are in the rapport (in the sense given to 
the term by the NLP) and that we have permission to offer a reframe. We can believe that our own 
reframing is the best – and yet it does not work for the other. It can happen, especially because the 
other has a different model of the world than us (the map is not the territory - the map of reality is 
not reality. Even the best maps are imperfect. That is because they are reductions of what they 
represent). When we want to present a reframe as a question or as a metaphor, it is good to take 
into account the fact that it will be analyzed much more carefully by the interlocutor than if it had 
been presented as a mere statement. 

The content reframing of a situation is given by the element on which we choose to focus on. It 
involves taking exactly the same situation and changing its meaning. Content reframe consists of a 
direct change in meaning while the context remains static. We are basically looking for another 
meaning for a situation by asking the question "What else could that mean?" Each event has 
multiple meanings. The meaning we choose to focus on becomes real to us. Content reframing is 
the process of changing a negative experience to a positive one by changing the meaning of the 
experience. This can become challenges, opportunities for action, or opportunities to learn new 
things. Laziness becomes our ability to relax, to enjoy comfort and the chance to focus on the 
things that deserve our attention. Fear becomes a means of protection by alerting us to dangers. The 
meaning or content of the situation depends on the direction you turn your attention. 

Content reframing changes the fact that unwanted or disturbing behavior appears as reactive to a 
particular event and it is a powerful tool when it comes to solving objections. It thus becomes a 
common part of everyday life, and we often need to change just a few words to make the meaning 
more beneficial. 

By reframing the meaning, other possible interpretations of a certain unwanted or disturbing 
behavior are sought. This is used when someone is disturbed by another person's behavior. 

Content reframing is a natural process that takes place in every experience we have. Whether we 
are aware or not, we look at experiences and events through one of the frames specific to our 
mental map. Pay attention to the frames you use, experiment each part with new options and 
choose the options that suit you best. At the same time, let your curiosity penetrate beyond your 
limits and let yourself be surprised by your choices. 

 
5. Conclusions 
 

Being a technology of excellence, neuro-linguistic programming modifies ethical commitments 
by reframing them in line with the goal of success, being considered at the same time a guide for 
using the human brain and a personal development technique. Bandler (mathematician and student 
in Gestalt therapy) and Grinder (linguist) found that, at some level, there are many similarities 
between people's behavioral patterns. This finding allowed on the one hand for Neuro-Linguistic 
Programming (NLP) to present itself in its first form as a coherent and unitary therapeutic system, 
and on the other hand it opened the perspective of modeling other types of effective behaviors. 
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Abstract 
 

Remote work, telework, homeworking or work from home (WFH) and even work from anywhere 
(WFA): all these words and expressions describe an increasingly adopted practice by 
organizations around the world. Thanks to innovations in information and computer-mediated 
communication technologies that support remote work and make it possible, more and more 
companies adhere to it to some extent. The growth of this movement – a true revolution in the way 
we work and its practicalities – stems from the assumption that remote work can guarantee a win-
win situation for employers and employees. 

The general aim of this article is to find evidence for this assumption or arguments to refute it. 
To do that, we examine current trends and challenges in organizational approaches to remote work 
as portrayed by the literature covering this phenomenon over the past decade. We are thus 
discussing the multifaceted motivations and drawbacks to remote work, both from the 
organizational and the individual perspective. Our focus addresses the ingredients for a successful 
implementation of remote work and the psychological impact of remote work on employees.  

Looking ahead to the future of remote work, we propose strategies to mitigate its proven risks 
and challenges and to enhance the many benefits it can still foster within organizations.  

 
Key words: remote work, work from home, telework practices, telework management, human 
resource management 
J.E.L. classification: M54, O33 

 
 

1. Introduction 
 

Information technology has been enabling for a while now alternative ways to organize work 
that are challenging traditional management paradigms. Evolved organizational structures have 
started to provide a suite of options to meet the growing demand for greater work flexibility. With 
the emergence of the right tools to support telework, this new work mode has been rapidly 
expanding over the last several decades. Therefore, members of virtual teams are nowadays 
increasingly engaged in remote work from their individual homes or at satellite offices to reduce 
commuting (Boselie, 2010).  

One of the catalysts of this true movement towards more flexible work arrangements in time 
and space has been the hypothesis that they would promote better work-life balance, the highly 
sought-after holy grail of employees worldwide (Shin et al., 2009). The equivalent for 
organizations would be more productivity at any given level.  

Academic research on this organizational phenomenon has managed to shed a lot of light into 
these specific issues, namely the importance of remote work on work-life balance or work-life 
integration (Beauregard & Basile, 2016). The same goes for the impact of telework on the overall 
performance of a company. However, as remote work became more and more common, not only 
the benefits but also the dangers it entails for both the organizations and the individuals involved 
have been gradually unveiled.  
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This paper covers a brief overview of telework research and practice, with the hope of providing 
a better understanding of this new modus operandi in terms of work practices. Starting by 
explaining its growing popularity, it then reviews some key findings in prior research, touching 
upon matters such as work-life balance, job satisfaction and organizational identification.  

Factors spurring telework’s growth and those holding it back are very intertwined between the 
organizational and the individual levels. These are vastly discussed touching upon some current 
issues such as technology acceptance, business performance and continuity, reduced carbon 
footprint, employee isolation and managerial skillset. 

The overall objective of this paper is to examine the status quo and how we as a society built up 
to it, in order to possibly, from here, start paving the way for exploring new crucial issues for the 
future of telework as a successful work practice. These would include knowledge sharing, 
psychological savviness and enactment of organizational policies and practices, especially in the 
newly laid out context of a global pandemic forcing us to privilege telework. 

Finally, our concluding remarks dare to include some recommendations for managers at the 
heart of this technology-enabled work mode, with the hope of helping practitioners harness its full 
potential. 

 
2. Working from home: a ubiquitous practice taken to the next level 

 
The official European statistics portrayed below show an average of 5,4% of employed persons 

in the EU working from home on a regular basis in 2019. Throughout the last decade, this number 
has remained constant, while the share of those who sometimes engaged in WFH practices has 
risen (from 6% in 2009 to around 9% in 2019). Highest rates for remote working were registered in 
The Netherlands and Finland (14,1%), while the lowest rates of home-workers were reported in 
Bulgaria (0,5%) and Romania (0,8%). 
 

Figure no. 1. Share of employed persons aged 15-64 usually working from home in the EU, 2019 

 
Source: (Eurostat, 2020)  
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However, this data will have skyrocketed a year from now. The COVID-19 related health crisis 
has practically unleashed the potential for telework across the globe as of 2020. The numbers of 
those who have switched to teleworking have allegedly soared within the past few months, marking 
a true revolution in the history of remote work. If the adoption of digital flexible working 
arrangements has thus far been steady and gradual, we are currently witnessing an acceleration of 
this phenomenon on a scale unseen before. This is why they study of remote work has never been 
more timely and of greater importance.  
 
3. Benefits and risks of remote work: the managerial perspective 
 

As the literature shows, remote work offers a vast number of benefits from a managerial and HR 
perspective. The first one worth highlighting is an increase in employee productivity when allowed 
to work from home (WFH) or remotely. For example, Bloom et al. (2015) report on a WFH 
experiment undergone at a Chinese company of 16 000 employees and resulting in a 13% 
performance increase. This was due to two main factors: firstly, employees were able to work more 
minutes per shift on a monthly average, due mainly to fewer breaks and sick days. Secondly, being 
able to work in a quieter, more convenient environment, led to them being able to focus better and 
thus perform a higher number of similar tasks in the same amount of time. 

On the other hand, implementing remote work practices also comes with potential risks and 
challenges, as there are “smart” but also “dark” sides of telework.  For instance, companies can 
find it difficult to build a culture that is accepting and supportive of remote work, which can be 
detrimental to their retention efforts since it can go as far as impacting employees’ motivation and 
satisfaction. It can also be difficult for an organization to track exactly who is working remotely, 
when and how, particularly when remote work is adopted more informally. This also brings up a 
unique set of managerial issues specific to telework practice, which can only be addressed when 
taking into account the overall organizational context such as culture, values, control practices etc. 
(Peters et al., 2016). 

Finally yet importantly, the business impact of telework initiatives, both good and bad, can be 
hard to measure. This may contribute to organizations shying away from encouraging telework in a 
sustained manner if doing so cannot be based on concrete data. Furthermore, it can increase fear 
from what literature (Golden & Raghuram, 2010; Taskin & Bridoux, 2010) has categorized as a 
potential detrimental effect of remote work: inhibiting organizational socialization and affecting its 
cognitive and relational components, considered key facilitators of knowledge transfer between 
teleworkers (and non-teleworkers).  
 
4. Telework for teleworkers: blessings and pitfalls 
 

Working from home or teleworking has been proven very beneficial also on a personal level, 
with significant spillovers for the companies allowing their employees to engage in such practices. 
Home workers reported improved work satisfaction, which leads among others to considerably 
reduced attrition levels (Bloom et al., 2015; Fonner & Roloff, 2010). 

On the down side, remote workers can also be facing a number of personal and professional 
challenges, which in turn can indirectly affect the overall wellbeing of the company. For instance, 
they may struggle for exposure and access to professional and training opportunities (Leslie et al., 
2012). Moreover, there is also the risk that those working outside the office can become socially 
isolated (Charlampous et al., 2019). This is regarded as a somewhat peripheral aspect when it 
comes to telework from a company’s point of view, but it has a strong psychological impact for the 
individual and the community at large.  

It has also been shown that there are great discrepancies in how employees assess their job 
satisfaction and perceived work-family balance levels depending on them being engaged in formal 
or informal telework arrangements (Troup & Rose, 2012). 

Remote work has indeed been proven to bring clear benefits to employees’ work-life balance, 
enabling them to adapt their working time to their private and family-related needs. However, 
recent studies (Eurofund, 2020; Beauregard & Basile, 2016; Boell et al., 2016; Allen et al., 2015) 
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suggest that the working conditions of workers in telework arrangements might actually affect 
their: 
• Work-life balance: maybe counterintuitively, these flexible work arrangements can also lead to 

an intensification of work, even when it comes to highly autonomous employees (situation 
known as the autonomy paradox); additionally, working time patterns can be more irregular and 
unpredictable for remote workers, thus accentuating precisely the opposite of work-life balance. 

• Health: due to the intense use of information and communication technologies, remote workers 
are even more vulnerable to health risks such as high stress and anxiety levels, fatigue, burnout, 
headaches and eyestrain. 

• Performance: virtual presenteeism is an increasing phenomenon among the digitally-enabled 
work force; while it may allow remote workers to carry out tasks while sick, it can also be even 
more detrimental to their health and reduce performance. 
All of these aspects are strongly connected between them and can affect remote workers to 

different extents. More than ever before, now is the time to pay extra attention to all these negative 
aspects that teleworkers are facing. As the remote work phenomenon as a whole increases, their 
potential harmful impact is also prone to increase. Organizations and communities have a moral 
duty to fight against lack of awareness and indifference towards these issues that have become 
increasingly but also invisibly threatening to modern virtual workspaces. 
 
5. Conclusions 
 

Remote work, work from home or telework, however one might call it, this practice is here to 
stay. More and more companies have seen the numbers of their remote workers increase during the 
past years and they will only continue to grow due to the uncertain context induced by the COVID-
19 pandemic. Under these premises, we embarked on a journey of discovering and gathering all the 
valuable insight already existent in the literature, hoping to contribute to the better understanding of 
a ubiquitous phenomenon and its development for the better in the months and years to come 

Working outside of the traditional office setting brings new opportunities and challenges for 
organizations and individuals alike. Every aspect is linked to the other, in a very dynamic system of 
seamless correlations, motivations and impacts. The issues underlined in this article suggest that 
companies need to be both vigilant and thoughtful in how they approach, design, implement and 
fine-tune their remote work programs. The role of managers seems to be of paramount importance 
when it comes to building cultural support and acceptance for remote working initiatives, as well as 
for alleviating most well-being related risks for teleworkers. Leading by example, setting clear 
expectations, communicating frequently, monitoring and modeling appropriate work behaviors, 
being purposeful in creating opportunities for remote workers – here are just a few crucial ways in 
which the managerial component can truly make a difference and set a company’s telework 
practices up for success. 

Even though practice is significantly outpacing research in the area of remote work at the 
moment, it is precisely the reason why this field of study should flourish more than ever. Seldom if 
ever have there been more opportunities to explore so many different avenues and go more in depth 
with uncovering knowledge on a particular subject. The academic literature has still little to say on 
topics such as how to best manage training, development and advancement opportunities for 
remote workers or how to effectively take into account practical, psychological and managerial 
aspects in leading remote teams. The current context not only turns virtually any organization into a 
potential case study but it also offers the opportunity of examining remote work trends at a global 
level, potentially providing all the needed evidence to adapt remote work initiatives to different 
countries/cultures. 

As companies relentlessly seek for new ways to both leverage the benefits and diminish the 
hazards associated with remote work, there is an increasing need for policy makers to address 
remote work and its implications more actively and concretely. New regulations should be 
implemented to prevent these practices from having a negative impact on the comfort, health and 
security of teleworkers and incentivize companies in this positive direction. 
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Abstract 
 

Migration is an intense subject of debate, being brought to light in the wake of the events of 
2015. The migration crisis in 2015 has generated a wave of migration unprecedented in our recent 
history.  

This study focuses on European Union countries, before Brexit, and emphasises how vulnerable 
migration can be influenced by the type of democracies according to the classification of 
Democracy Index. The results show that there is a direct and significant relationship between 
vulnerable migration and the type of democracies of a state. Political participation and civil 
liberties are directly proportional to the number of asylum seekers.  

 
Key words: vulnerable migration; democracy index; panel data; European Union 
J.E.L. classification: C23, F22, P16 

 
 

1. Introduction 
 

Migration was and still is an intensely studied phenomenon, mainly due to the fact that it can 
generate multiple changes in a society (Manning and Trimmer, 2020; Jaumotteet al., 2016; Azeez 
and Begum, 2009). One of the main concerns was about studying the determinants of migration. 
Faist (2000) has developed three levels of analysis when it comes of the reasons of migration: 

• Macro level – which incorporates the main factors related to political and economic aspects; 
• Mezo level – which incorporates the main determinants related to personal decisions; 
• Micro level – which incorporates the main factors related to the need for social recognition. 
For the macro level, Faist (2000) identifies four important categories: economics, politics, 

cultural, and demography and ecology. The literature regarding the relationship between migration 
and economic determinants has been studied intensively (Mayda, 2010; Jennissen, 2004).    

A less studied area at macroeconomic level is the relationship of migration with politics. 
Politics, as a part of macro level regarding migration determinants, can encapsulate various 
thematic areas. In this study, the main focus is on the influence of the type of democracy of a state 
on migration, especially on vulnerable migration. The literature identifies several types of 
democracies depending on different aspects and criteria taken into account. According the 
Economist Intelligence Unit (2019), the Democracy Index identifies four classes of democracies: 

• Full democracies: for these countries, the basic political freedoms and civil liberties are 
respected. A supportive political culture leads to  a flourishing of democracy. In these 
countries, the mass-media and the juduciary system are independent, and the government 
actions are likely to be satisfactory.  

• Flawed democracies: for these countries (although they have free and fair elections and 
basic civil liberties are respected), media freedom is somehow limited and controlled. 
Significant weaknesses such as issues in governance, a rudimentary political culture and a 
low interest in political participation also exist. 

• Hybrid regimes: for these countries, elections are either free or fair. The government 
ussualy puts pressure on the opposition parties and corruption is strongly spread. The civil 
society and political participation are weak. Mass-media and the judiciary sistem are 

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

473



usually subjected to pressures and are controlled. 
• Authoritarian regimes: most countries here are dictatorships. Usually, in these countries, 

the civil liberties, political pluralism and the independence of media and judiciary system 
are absent. Elections, if they occur, are not free and fair. 
 

Figure no. 1. European Union Countries by democracy type according to Democracy Index 2018 
 

 
 
Source: https://www.eiu.com/topic/democracy-index 
 
For this study, vulnerable migration was considered as the number of asylum seeker. An asylum 

seeker is defined by UNHCR (2020) as a person who seeks international help due to state conflict 
and persecution in the native country. 

In light of the 2015 events, migration can also be regarded as consequence of the political issues 
of a state. A great deal of the migrants come from the Middle East, a conflict zone at the shore of 
the European Union, which generated social upheavals (Park, 2015; Metcalfe-Hough, 2015). 

Most Middle Eastern countries are authoritarian regimes or hybrid regimes, as shown in Figure 
no. 1, which may be a push factor for migration. In this case, the question is how does democracy 
influence vulnerable migration? Is there a significant and direct relationship? Can the regime of a 
country be a pull factor for migration? The European Union countries are usually flawed or full 
democracies, which may be a factor of attraction for people who come from states with restricted 
freedoms. 
 
2. Literature review 
 

Most studies focus on the socio-political aspects of democracy in relation to migration 
(Kapartziani and Papathanasiou, 2016; Skelcher et al, 2013). Kapartziani and Papathanasiou (2016) 
showed that the refugee crisis has revealed flaws in European Union policies regarding refugees 
and asylum seekers that affected and slowed down the course of a democractic system. 

Docquier et al. (2011) analysed the relationship between the democracy index and emigration 
for six major countries belonging to the full democracies category: the United States of America, 
Canada, Australia, Germany, the United Kingdom and France. The results of the authors showed 
that emigration can delay the democratic reform of a receiving country, but on the other hand, it 
can help improve and develop the democratic process in sending countries. It can be claimed that 
migrants remit democracy (Pérez-Armendáriz and Crow,  2010). 

The literature regarding migration and democracy is scarce from a statistical perspective, but, 
even so, this subject is not to be neglected when it comes to the main determinants of migration. 
Consequently, this article is meant to enrich the literature regarding the relationship between 
migration and democracy.  
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3. Method and Data 
 

Panel data models are used for data sets that are compound of cross-sectional and time 
dimensions. The linear regression model for panel data has the following form, as Hsiao (2014) 
describes it: 

𝒚𝒋𝒋 = 𝜷𝟎𝒋 + ∑ 𝒙𝒊𝒋𝒋𝒌
𝒊=𝟏 ∙ 𝜷𝒊𝒋 + 𝜺𝒋𝒋  

 
Where: j = 1,…,M, M refers to crossectional entity, represented in this study by the country; 
t = 1,…,T, T referes to the time observations, represented in this study by the timed dimension - 

year; 
yjt refers to the depentent variable for country j and year t; 
xijt refers to the independent variable i (i = 1,…,n) for country j and year t; 
β0 refers to the intercept which is common for all countries; 
ε jt refers to the residual term. 
 
When referring to panel data, there are various types of linear regression models to estimate, but 

the most used are fixed effects models and random effects models. This article explores the 
relationship between asylum seekers and the components of the Democracy Index by comparing 
the two types of previously mentioned models. Docquier et al. (2011) used a panel data regression 
model for an unbalanced panel having as dependent variable the Democracy Index and as 
independent variables emigration. 

Asylum seekers who are counted by the „final decision on appeal means a decision granted at 
the final instance of administrative/judicial asylum procedure and which results from the appeal 
lodged by the asylum seeker rejected in the preceding stage of the procedure” (Eurostat, 2008). 

The Democracy Index is a tool of measuring the democracy of a state, based on five categories, 
which also constitute the components of the Democracy Index: electoral process and pluralism, the 
functioning of government, political culture, political participation, and civil liberties. The index 
takes values from 0 to 10 where: a score over 8 shows that those countries are full democracies, a 
score between 6 and 8 signifies flawed democracies, a score between 4 and 6 shows that those 
countries are hybrid regimes, and a score under 4 shows that we are dealing with authoritarian 
regimes. Figure no. 1 presents the European Union countries by democracy type, according to the 
score of Democracy Index from 2018. For each democracy type, the countries are ordered from the 
smallest to the highest value. In order to enhace data comparability, the Democracy Index scores 
were multiplied by ten. 

 
Table no. 1. European Union Countries by democracy type according to Democracy Index 2018 

Democracy type EU Countries 
full democracies Spain, Malta, Austria, United Kingdom, Germany, Luxembourg, 

Netherlands, Finland, Ireland, Denmark, Sweden 
flawed democracies Romania, Croatia, Hungary, Poland, Bulgaria, Slovakia, Greece, Latvia, 

Lithuania, Slovenia, Cyprus, Czechia, Italy, Belgium, France, Portugal, 
Estonia 

Source: Author’s calculation 
 

The dataset consists of 28 cross-sectional groups, referring to European Union countries before 
the Brexit, from 2012 until 2018. All results were estimated using Stata 13. 

 
4. Empirical results  
 

To study the relationship between democracy and vulnerable migration, two different panel data 
regression models for both fixed and random effects were estimated. The dependent variable taken 
into account was asylum seeker applicants. The independent variables of the first model were the 
components of the Democracy Index: Electoral Pluralism Index, Government Index, Political 
Participation Index, Political Culture Index, Civil Liberties Index. The Democracy Index was used 
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as independent variable for the second model. In both situations, a dummy variable to highlight the 
migration crisis was included. The results are displayed in the subsequent tables.  

 
Table no. 2 Summary statistics from the regression model 
  Fixed effects Random Effects Fixed effects Random Effects 

Independent variable(s) Democracy Index components Democracy Index 
R-sq within 0.1392 0.1381 0.0555 0.0547 
R-sq between  0.0356 0.0568 0.0483 0.0483 
R-sq overall  0.057 0.074 0.0479 0.0491 
Rho 0.758445 0.772044 0.74564 0.738424 

Number of observations 196 

Number of groups 28 
Source: Author’s calculation 
 
 
Table no. 3 Result from the panel data regression model on Democracy Index components 

 Fixed Effects (FE) 
 

Random Effects (RE) 
 

AsylumApplications Coef. P>t Coef. P>z 

ElectoralPluralismIndex 215.5559 0.787 150.6476 0.838 
GovernmentIndex 114.8712 0.698 188.9334 0.398 
PoliticalParticipationIndex 438.4408 0.043 469.5455 0.012 
PoliticalCultureIndex -478.584 0.017 -411.778 0.01 
CivilLibertiesIndex 607.9248 0.047 530.2904 0.067 
RefugeeCrisis 4833.445 0.008 4531.528 0.01 
_cons -74518.6 0.335 -73440.9 0.265 

F statistic(for FE) / Wald Statistic (for RE) 
4.37 

 
0.0004 

 
27.68 

 
0.0001 

 
Source: Author’s calculation 
 
 
Table no. 4 Result from the panel data regression model on Democracy Index 

 Fixed Effects (FE) 
 

Random Effects (RE) 
 

AsylumApplications Coef. P>t Coef. P>z 

DemocracyIndex 862.6687 0.124 639.167 0.063 
RefugeeCrisis 4390.691 0.005 4323.073 0.005 
_cons -63763.74 0.153 -45919.59 0.095 
F statistic(for FE) / Wald Statistic (for RE) 4.88 0.0087 10.86 0.0044 

Source: Author’s calculation 
 
Hausman was used to choose between fixed and random effects. In both estimated models, the 

Chi Square statistic of Hausman test was not statistically significant. This means that random 
effects models are appropriated for the analysis. The random effects model shows that variables 
vary over the countries, so, in our case, it is a proof that there are differences in the European 
Union countries in terms of the level of democracy. 

In case of the first estimation, we observe that Political Participation Index and Political Culture 
Index are significant at a 5% level of confidence and Civil Liberties Index is significant at a 10% 
level of confidence. Political Participation Index and Civil Liberties Index have a direct influence 
on asylum seekers which means that, if a state respects the civil liberties and encourages political 
participation, people will consider this as a pull factor. An interesting aspect is the inversely 
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proportional connection between asylum seekers and Political Culture Index of a country. Political 
culture usually refers to the shared values and beliefs towards politics of the people of a country 
(Chilton, 1988). People who come from countries where freedom is restricted may not perceive the 
importance of the political culture. Hence, this may be the reason of the inverse relationship 
between the two variables. 

In the second model, the relationship between vulnerable migration and Democracy Index is 
directly proportional. This means that countries with a higher democracy score (and, therefore, 
belonging to the category of full democracies) are an attraction for vulnerable migrants. In both 
estimations, the dummy variable for highlighting the refugee crisis is highly significant at a 5% 
confidence level and has a direct influence on the number of asylum seekers. 

The results show that there is a direct and significant relationship between the vulnerable 
migration and the level of a state’s democracy. This aspect should be a trigger for governments in 
order to revise their policies and rules. 
 
5. Conclusions 
 

This article was meant to enrich the literature regarding the relationship between migration and 
democracy, especially from the perspective of vulnerable migration.  

The results showed that there is a direct and significant relationship between vulnerable 
migration and the level of democracy in a country. This confirms that people, in addition to 
economic well-being, seek to have their rights and freedoms respected. Future studies need to  
focus on other aspects of a democratic state, such as economic freedom or  corruption.  

Vulnerable migration is a rather difficult topic to debate, mostly  due to its tangled definition. 
However, more categories of vulnerable migrants need to be added to the study in order to capture 
a clear image of the phenomenon. Kapartziani and Papathanasiou (2016) showed that corruption is 
an important aspect of a democracy and also that the European Union needs to review its migration 
rules and laws regarding refugees and asylum seekers, in order to keep alive the spirit of 
democracy that it portrays. 
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Abstract 
 

The consumption of flat and mineral water has increased significantly on the Romanian market. 
However, consumer preferences are extremely varied, which means that they do not fully know the 
benefits of using water as a basic element in our daily diet. The design of this survey outlined the 
principles that guide consumers when purchasing bottled water, as well as their preferences. We 
used a sample of respondents, selected by gender, age, residence, level of education, occupation, 
purchasing power. The study highlighted the types and behavior of consumers when purchasing 
natural mineral water, as well as consumption preferences and their opinion on the quality and 
benefits water on the Romanian market. Segmenting the sample of consumers according to the 
criteria enumerated above brings us information that the behavior of the Romanian consumer is 
more related to subjective criteria price, purchasing power on detrimental to the quality of the 
water. 

 
Key words: modern marketing of water consumption 
J.E.L. classification: M31 
 
 
1. Introduction 
 

Following the consumer's behavior in terms of water quality and benefits, people's consumption 
preferences and appreciations about natural mineral waters were highlighted, as well as their 
expectations when purchasing bottled water. 

Therefore, this paper outlines the information of the consumer sample about the quality of 
natural and acidified mineral waters by impregnation with carbonic acid. 

Buyers' behavior and expectations change over time. The rapid pace of technology development 
has an important impact on the life of products, globalization and mobility of people and 
companies, all of which contribute decisively to these changes. Thus, segmentation must be 
periodically reviewed and adapted to changes in the market and new consumer expectations. A 
2003 survey conducted by the IBM Institute for Business Value on 120 respondents, companies 
with revenues of over $ 100 million, shows the importance of segmentation in the success of 
various marketing activities (Philip Kotler, 2003). 
 
2.Theoretical background 
 

According to the same survey, customer segmentation is used by other functions of successful 
organizations such as: developing the company's strategy, contributing to increasing the certainty 
that its activity is carried out in the same direction as customer expectations. influences decisions 

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

479



on establishing current and future markets, contributes to improving financial planning according 
to customer behavior forecasts, influences decisions on developing new products, optimizing the 
organizational structure to better meet the needs of various customer segments. Thus we can 
conclude that "Today, segmentation is no longer just a simple or static marketing technique but the 
central element of how successful businesses conduct their business."(Mekouar, 2016)  - including 
a theoretical presentation of the concepts used in the paper or an overview of the scientific 
literature in the field of the topic, presenting in a synthesized manner the most important references 
to the topic. 
 
3. Research methodology  
 

Consumer segmentation is a process of analyzing consumers, with the aim of establishing 
marketing actions, which will increase their profitability. This method has been used for many 
years by medium and large organizations and very little by small ones, especially due to the cost 
and expertise needed to achieve it. 

Given the current technological development, which allows faster and cheaper access to new 
resources and methods of analyzing consumer behavior, customer segmentation is becoming more 
accessible. At the same time, due to the increase of buyers' expectations and desires, of the increase 
of the competition on various markets, the segmentation of the consumers becomes more and more 
necessary for the increase of the profitability of the organizations. Consumer segmentation is the 
process by which customers are divided into homogeneous groups according to their needs and 
expectations. (Philip Kotler, 2003). 

Market segmentation is the first pillar of the marketing strategy called "target marketing". The 
second pillar is "target market choice" and the third "market positioning". 

One of the purposes of segmentation is to focus marketing activities on the segments on which 
it is estimated that the most efficient and effective results will be obtained. 

The segmentation criteria can be divided into the following groups (Philip Kotler, 2003):  
• Geographical - depending on the geographical regions on which the organization operates, 

population density, climate; 
• Demographics - age (18–25, 26-30, 31–40, 41-50, 51–65,65 +), sex (F, M), religion, number of 

family members (1 - 2, 3 - 4, 5+), family situation: (single, married, with children, married 
without children), studies (8 classes, high school, university, postgraduate), profession, income; 

• Psychographic: lifestyle, personality; behavioral, usage/purchase rate (non-users, former users, 
potential users, first time users, regular users), purchase opportunities, frequency of purchase 
(occasional, medium, frequent), product loyalty (enthusiasts, people loyal to a small number of 
brands, people who change brands, infidels or people who change brands constantly), attitude 
towards the product (enthusiastic, positive, indifferent, negative, hostile), consumer position 
along the way until purchase (does not know about the product, knows the product, is interested 
in the product, wants to buy the product).  
Segmentation by geographical and demographic criteria can also contribute to the identification 

of regions in which a company (generally a retailer or business that has opened store chains will 
open new stores). 

Psychographic segmentation involves dividing consumers into groups according to their attitude 
and tastes using psychology and demography, in order to better identify the profile of that segment 
and to define targeting and positioning actions as efficient as possible. 

The segmentation steps were performed according to the Prizm system developed by Claritas-
Nielsen: Establishing the market on which the segmentation is done, gathering information about 
customers, defining the segmentation criteria, defining the profile corresponding to each segment 
(description of the respective segments), validation of the segmentation. 

The chosen segmentation criteria must ensure that: the groups do not intersect, are large enough 
to be important in terms of the profitability of the defined marketing action, the segments must be 
identifiable and measurable, the segments are accessible and allow their targeting. 

Some criteria from the RFM method (Recency, Frequency, Monetary) were also used to 
segment customers and define marketing actions focused on each segment to increase the 
profitability of existing customers. when determining the clients that can be lost. when determining 
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the life value of the clients, when making offers adapted to each segment. 
This method classifies customers according to the three criteria: the time elapsed since the last 

purchase (Recency), the frequency of purchase (Frequency) - the number of purchases made by the 
customer in a given period of time (example: number of purchases per year, value (Monetary) - the 
amount spent by the customer in a certain period of time. The method is based on the assumption 
that, the more a customer has bought more recently, the more he buys in a period of time and the 
volume of purchases is bigger, it is more profitable. (https://clevertap.com/blog/rfm-analysis/). 

 
4. Findings  
 

By designing a sociological survey, the principles that guide consumers in their consumption 
choices for flat or mineral water have been outlined. 

Regarding the share of the consumer sample was grouped by 6 age groups, we found that: 64% 
are aged between 18-25 years, 20% are aged between 26-30 years, 12% aged 31-40 years, 4% 
between 41-50 years (figure no.2). We had no respondents older than 50 years. 
 
 
         

   
Source: (*** results obtained from data processing) 

 
After residence, 56% are from the urban area, 4% from the peri-urban area (suburban), and 40% 

from the rural area (figure no.3). Regarding the level of education, we observe that 53% have 
reached the level of deepening higher education (dissertation), 36% have studied at college and 
only 15% have high school education. So, the interviewed sample has an above average level of 
education (figure no.4). 
 
 
   

    
 

Source: (*** results obtained from data processing) 

Figure no. 1 Dynamics of the sample of 
respondents by gender (female/male)  Figure no. 2 Share of consumer sample by age 

 Figure no. 3 Dynamics of the sample of 
respondents by residence 

 

Figure no. 4 Dynamics of the sample studied by 
level of education 

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

481



In terms of employment, a segment of buyers of 72% told us that they are employed, 12% are 
students, 5% are entrepreneurs and again 5% are unemployed. It is found that most buyers are 
employees, followed by the student segment. (figure no.5). According to purchasing power, income 
per month earned 25% of respondents earn between 500-700 euros, 12% earn between 700-1100 
euros, 9% with 1100-2000 euros, and only 6% earn between 2000-2500 euros. It is observed that 
the purchasing power is not spectacular, but soon most buyers are those with average incomes and 
slightly above average from the 6 groups sampled (figure no. 6). 

 
 
 

       

 
 

Source: (*** results obtained from data processing) 
 

The dynamics of the respondents who prefer flat water is very high of 68%, and those who 
consume mineral water is only 28%. (figure no. 7). Among the criteria that have a major 
importance when choosing bottled water, the price with a weight of 60% is highlighted and only 
32% aim to be a good quality water (figure no. 8). 
 
      
 
 

    
 

Source: (*** results obtained from data processing) 
 
By testing consumers in terms of water consumption, they prefer flat water in a share of 68%, 

and those who consume mineral water have a share of 28%. (figure no. 7). As a result of this fact 
we sampled the segment of consumers who consume plain water and we obtained the following 
results: 

 Figure no. 5 Dynamics of the sample of 
respondents by occupation 

 Figure no. 6 Dynamics of the sample of respondents 
by income level and purchasing power 

 Figure no. 7 Dynamics of respondents 
according to consumption preferences 

 Figure no. 8 Consumer impact by frequency of 
purchase 
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• Regarding the share of flat water consumers, 94% say that water is good for health and only 6% 
have the opposite opinion (figure 11). Then, 48% of the interviewed consumers consume at 
least 2 l of water daily. 52% do not consume 2 l, but less. The percentages show us why the 
state of health of the population in Romania is experiencing a decreasing trend today (figure no. 
12); 

• Regarding the flat water assortments preferred by the interviewed consumers, it is observed that 
Borsec is on the first place, Aqua Carpatica on the second place, Dorna on the third place, and 
Bucovina, The spring of wonders have only 4-6% (figure no 13). 

• At the question ”Do you usually choose the known water assortment or do you experiment with 
another one?“ the sample of respondents indicates that he is a loyal customer and buys the water 
assortment known in proportion of 70% and only a segment of 30% of respondents wants to test 
another assortment (figure no. 14). 

 
  
 
 
 
How often do you buy water? 

   
Source: (*** results obtained from data processing) 

 
 

 
 

  
Source: (*** results obtained from data processing) 

 
Regarding the percentage of consumers who remain loyal to the assortment of water often 

consumed, we notice that it is significant. That is why the market share registered by these 
producers is in economic-financial advantage. At the same time, the share of 30% of consumers 
who can change the assortment shows us that the innovation of new products or the entry on the 
market, the increase of market shares of some small or medium producers is very difficult. 

Figure no. 9 Assessment of the sample of 
respondents related to the range of water 

d 

Figure no 10 Dynamics of the sample of 
respondents according to the level of satisfaction 

i d 

Figure no. 11 Dynamic of consumers which 
believe that flat water is good for health. 

Figure no. 12 Dynamic of consumers which 
consume 2 l of water daily. 
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Marketing costs for replacing traditional products are not justified due to those presented above. 
 

   
 
 

 
Source: (*** results obtained from data processing) 

 
 

Figure no.15. Interpretation of the performance of the results obtained in sociological research 
 

 
    Source: (*** results obtained from data processing) 

       
The statistical interpretation was performed by comparing the data strings of the characteristic-

degree of satisfaction type. Thus, from the statistical correlation established the trends by 
categories of expectations were established, as follows: at the satisfactory level a superior 
performance was obtained for all criteria-design, price, quality and brand, at the unsatisfactory 
level a lower quality performance was obtained and design, and at an excellent level a superior 
performance in design and quality was obtained (figure no.15). We say that we obtained a superior 
positive correlation because the points, although not aligned perfectly, but are grouped around a 
straight line. 
 
5. Conclusions  
 

The RFM (Recency, Frequency, Monetary) method must be used with care because: the 
classification made presents a situation of the clients at a given moment. Over time, this can 
change, it can lead to overburdening very profitable customers, it can lead to giving up certain 
customers who over time can turn into potential customers. Regardless of the segmentation criteria 
and the methods used for it to be effective, the aspects related to time and profitability must be 
taken into account. 

Figure no. 13 Percentage of consumers by the 
most consumed water assortments 

Figure no. 14 Percentage of consumers consuming 
the same assortment versus percentage of 

 i   t  
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The study highlighted the types and behaviour of consumers when purchasing natural mineral 
water, payment, as well as consumption preferences and their opinion on the quality and benefits 
for the body of bottled water on the Romanian market. 

Segmenting the sample of consumers according to the criteria of age, occupation, purchasing 
power, quality, price, design, brand brings us valuable information that the behaviour of the 
Romanian consumer is more related to subjective criteria - price, purchasing power, on detrimental 
to the objective criterion - the quality of the water we have to consume. 

Water influences the health of the population directly (through its biological, chemical and 
physical qualities - the content of trace elements Na, Ca, Mg, F, etc.) or indirectly.  

Chemical elements such as nitrates in water, once ingested, turn into nitrites - substances much 
more toxic than nitrates, following contact with bacterial microflora of the stomach. The effects of 
ingesting an amount of nitrates above the allowable limit can be: hypertension, system dysfunction 
circulatory and thyroid glands, headaches, hives, intoxication, severe cyanosis, even cancer. The 
most vulnerable to nitrates are infants. The most dangerous effect of nitrate contamination in babies 
is a condition called methemoglobinemia, also known as "blue baby syndrome" 
(http://blog.aquacarpatica.com/). 
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Abstract 
 

An effective management system ensures the full realization of the activities that lead to the 
achievement of the objectives of the plain water processing companies. The efficiency criterion for 
a management system is represented by the level or degree of congruence that ensures the fulfil-
ment of the objectives regarding the achievement of the parameters that define the water quality. 
Otherwise, this will be an ineffective or less effective system than desired. The quality control of 
flat mineral waters is the final link in the final chain of management that aims to achieve quality 
characteristics by determining the content of calcium, magnesium, manganese, iron, ammonia, 
nitrates, oxygen, organic substances. In the present research we aimed to determine the pH index 
and conductivity, compared to quality standards. The content of calcium, magnesium, manganese 
and iron in the water consumed daily by the population, represents the quality of water, and            
beneficially affects people's health. That is why these characteristics give information about the 
biochemical value of water.(http://www.apeleminerale.ro). 
 
Key words: water is a vital element of life 
J.E.L. classification: M54 

 
 

1. Introduction 
 
Flat and mineral natural waters have a variable content of salts, gases, mineral substances, 

radioactive elements, which give them therapeutic properties. In the past, the name mineral water 
was given to all groundwater or surface water that could be used for therapeutic purposes. In recent 
years, mineral waters intended for therapeutic purposes have been called curative waters. Mineral 
waters are the basic natural factors in the treatment of the indicated diseases. The mineral waters 
are salty-iodinated-brominated, salty-sulfurous and internal healing springs with weak mineralized 
sulfurous, bicarbonate, sulphated, sodium calcined, magnesium water. Iodinated doro-sodium 
waters brominated with gas emissions (light hydrocarbons, among which methane predominates) 
are deep waters with a high concentration, exploited by wells. Over the years there have been many 
hypotheses about the origin of mineral waters, but only two theories have been accepted: the 
meteoritic origin and the magmatic or juvenile origin. 

According to the concept of meteoritic origin, mineral water would result from surface 
meteoritic waters infiltrated into the soil and directed underground by the network of tectonic 
accidents, one of which, under the rule of gravity, are often forced to penetrate the earth's crust at 
great depths. Throughout them, the mineral waters wash away the rocks they pass through, 
acquiring, by dissolution, mineral salts and free gases found in the deep zones of the water (for 
example CO2). 
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Although more attractive, conceptual to the magmatic or juvenile origin of mineral waters, 
according to which mineral water would come from very deep areas of the earth's crust and those 
of the upper mantle, it gradually loses its supporters. It would be water from the dehydration of 
magma or a water of chemical synthesis based on the gases that accompany the magma. Proponents 
of this concept assume that magmas contain more water than the crystallized rocks they come from. 
A mediating solution was found between the two concepts, according to which most of the mineral 
waters have a muddy origin and that quantities of elements of juvenile origin can be incorporated in 
some deep areas of the earth's crust. (Vulpașu et al, 2006). 

  
2. Research methodology  
 

Hydrogen ion concentration pH-the negative decimal logarithm of hydrogen ion activity, 
expressed in pH units. Due to ionic interactions, the activity of hydrogen ions is significantly lower 
than their concentration. The test equipment and measuring means were pH-meter, indicator paper. 
Apparatus for measuring pH, conductivity and dissolved oxygen,  pH Buffer Solutions; potassium 
chloride solution, distilled water.(http://aquacarpatica.com). 

Sampling for analysis. The pH can change quickly due to the physical and biological processes 
that take place in the water sample. Take the sample in a clean container, fill it completely, remove 
all air bubbles from the sample by gently shaking the container, then close it tightly. 

Way of working. Remove the electrode held in potassium chloride solution and place in distilled 
water; immerse the dry electrode to measure the pH in the test sample, open the device by pressing 
the ON/OFF key; select the pH measurement mode; gently shake the solution around the electrode 
and leave it to rest (reading is done without stirring) until a constant value remains on the device 
display; remove the electrode and rinse with distilled water; is introduced into the potassium 
chloride solution; the indicated value represents the pH value, the sample temperature is measured 
by pH-meter. The conductivity was performed by using the MultiLab conductivity meter, with 
which the concentration of the ionizable solutions present in the sample was measured depending 
on the ion concentration, the nature of the ions, the solution temperature, the viscosity of the 
solution.(SR EN 27888/1997). The concentration of oxygen in the water as well as the presence of 
organic substances were also measured.(SR EN ISO 5814/2013). Oxidability is the amount of 
oxygen equivalent to the consumption of oxidant. Organic substances are hot oxidized and may 
have a telluric or polluting origin, in which case their concentration varies abruptly. The organic 
substances are oxidized with potassium permanganate in an acid medium when boiled. Excess 
potassium permanganate not used in the oxidation reaction is reduced with oxalic acid, and excess 
oxalic acid is hot titrated with potassium permanganate until a faint pink tint persists.(SR EN ISO 
6060/1995). The determination of calcium, magnesium was performed by titration method.  

 
3. Findings  

 
Expression of the results obtained after performing the determinations: organic substances, mg / 

l, pH, conductivity and oxygen are presented in table no. 1. 
 
Table no.1 The organic substances, mg / l, pH, conductivity and oxygen concentrations 

Flat water 
samples 

Organic 
substances (mg/l) 

pH Conductivitate 
(µS/cm) 

O₂ (mg/l) 

Sample 1 0,85 7,82 349 8,96 
Sample  2 1,16 7,97 342 9,64 
Sample 3 1,92 7,88 297 8,72 
Sample 4 0,70 7,02 345 10,11 
Sample 5 1.46 7,54 336 9,97 
Sample 6 1,76 7,47 314 11,2 
Sample 7 1,31 7,79 280 8,31 
Sample 8 2,37 7,23 349 10,85 
Sample 9 1,61 7,88 331 9,11 

Sample 10 2,07 7,99 278 11,54 
Source: (*** results obtained experimentally) 
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Following the obtained results the pH is higher than 7.50 in all three samples, which indicates 
that the analyzed water has an alkaline hydrogen potential. This is a favorable one, as it is known 
that water with an ideal pH is the one whose value is close to 7, perfectly neutral, but also a slight 
overtaking towards alkalinity is beneficial, up to a maximum of 8.5. 

Conductivity is an indicator that differs depending on the mineralization of the water and re-
presents the property of conducting electric current, depending on the amount of ions present in the 
water. Thus, if we make a comparison between the 3 water samples in terms of conductivity, we 
can say that Sample 1 is the best in terms of mineralization (349 µS / cm), followed by Sample 2 
which is at a very small difference and Sample 3 whose mineral content is much lower than the 
first - sample 2. 

The table presented above highlights the results of the organic substances obtained for each 
sample. 

Given the fact that organic substances represent the chemical consumption of oxygen in natural 
flat mineral water, we can say that as long as the result obtained from the calculations is lower, the 
water is more qualitative in terms of organic substances. 

Therefore, Sample 1 is at the top of the ranking, with a value of  0.85 mg / l, much lower than 
the value of the third sample, which recorded a value of 1.92 mg / l (the highest value among the 
three samples). 

The dynamics of the calcium content in this case, water samples indicate an increasing trend 
from 13.62 mg/l to 72.14 mg /l Ca²⁺. Sample 4 has the lowest calcium content, while sample 8 has 
the highest calcium content.  

Regarding the statistical interpretation of the results obtained experimentally, it is observed that 
the points that define the calcium content in the 10 analysed samples, tend to be grouped around a 
straight line. Thus, a higher positive correlation was obtained after ordering the Ca2 + 
concentration values in ascending order (minimum 13.62 mg / l Ca 2+ -sample 4 and maximum 
72.14 mg / l Ca 2+ - sample 8) (figure 1). 

 
Figure no.1 Dynamic of Ca²⁺ in the flat water samples 

 
Source: (statistical interpretation of experimentally obtained results) 

              
Regarding the interpretation of the results obtained for the magnesium content from the 

analysed samples, it reaches maximum limits of 53.48 mg / l in sample 7, average limits for 
samples 1, 2, 3, 4, 5, 6, 8, 9, as well as minimum limits for sample 10 - 11.18 mg/l (figure no. 2). 

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

488



Figure no.2 Dynamic of Mg²⁺ in the flat water samples 

 
Source: (statistical interpretation of experimentally obtained results) 
 
In this case several points describing the concentration of Mg²⁺ in plain water tend to group 

around a straight line, but there are also 3 points (the three concentrations from the samples 7, 9, 
10) that have a weak tendency to group around a certain line. In this case we encounter the 
situation in which at a higher number of samples 7, a superior performance was achieved and at a 
relatively small number of samples 3 a poor superior performance was obtained. In conclusion, a 
weak superior correlation resulted. 

From the experimental research it resulted that sample 8 has a maximum content of organic 
substances of 72.14 mg / l, and sample 4 reaches the lower limit of only 13.62 mg/l. Important 
values were also recorded in samples 2, 5, 7, 9. 

Given the fact that organic substances represent the chemical consumption of oxygen from 
natural flat mineral water, we can say that as long as the result obtained from the calculations is 
lower, the water is more qualitative in terms of organic substances. 

Related to the statistical interpretation of the experimentally obtained results, it is observed that 
the points that define the content of organic substances in the 10 analysed samples, tend to be 
grouped around a line. A higher positive correlation was thus obtained (figure 3). 

Following the obtained results we can observe that the pH is higher than 7.50 in seven samples, 
which indicates that the analysed water has an alkaline hydrogen potential. This is a favourable 
one, as it is known that water with an ideal pH is the one whose value is close to 7, perfectly 
neutral, but also a slight overcoming to alkalinity is beneficial, maximum 8.5 (figure no.4). 

The dynamics of the oxygen content indicates an increasing variation from 11.18 mg/l to 53.48 
mg/l oxygen. The highest concentrations were obtained in the samples 7,9,8 and the lowest 
concentrations were obtained in the samples 1,3,10. Regarding the statistical interpretation of the 
experimental results, it is observed that the points that define the oxygen content in the 10 analysed 
samples, tend to be grouped around a line. Thus, a higher positive correlation was obtained after 
ordering the oxygen concentration values in ascending order (minimum 11.18 mg/l O2-sample 10 
and maximum 53.48 mg/l O2-sample 7) (figure 5). 
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Figure no.3 Dynamic of organic substances in flat water samples 

 
Source: (statistical interpretation of experimentally obtained results) 

 
Figure no.4  Variation of   pH index  

 
Source: (statistical interpretation of experimentally obtained results) 
            
Figure no.5 Dynamic of oxygen in the flat water samples 

 
Source: (statistical interpretation of experimentally obtained results) 

Conductivity is an indicator that differs depending on the mineralization of the water and re-
presents the property of conducting electric current, depending on the amount of ions present in the 
water. Thus, if we make a comparison between the analysed water samples, from the point of view 
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of conductivity, we can say that Sample 1 is the best in terms of mineralization (349 µS/cm), 
followed later by Sample 2 which is at a very small difference and Sample 3 whose mineral content 
is much lower than the first (figure no. 6).  

 
Figure no.6 Dynamic of conductivity 

 
Source: (statistical interpretation of experimentally obtained results) 
 
The experimental results that define the conductivity of the analysed samples tend to be grouped 

around a line. A higher positive correlation was thus obtained in this case as well.  
 

4. Conclusions 
 
Water quality control as a finished product is a process of monitoring performance and taking 

measures or actions to ensure the achievement of desired or intended results. 
Water is a vital element in people's lives and the content of mineral microelements Ca, Mg, SO, 

O2, make it the essence of population health. From the experiments performed, the highest Ca²⁺ 
content is found in the samples 8, 7, 5 and the highest Mg²⁺ content is in samples 7, 9, 10. 

A pH higher than 7.50 in seven samples indicates that the water analyzed has an alkaline hydro-
gen potential, which is an advantage, as it is known that water with an ideal pH=7, perfectly neu-
tral, but also a slight overtaking towards al-calinity is beneficial, maximum 8.5. 

The higher the conductivity, the higher is the total mineral content. Regarding the statistical in-
terpretation of the results obtained experimentally, it is observed that the points that define the con-
tent of calcium, magnesium, oxygen and organic substances in the 10 samples analyzed, tend to be 
grouped around straight lines. Thus, superior positive co-relations were obtained, which accredits 
the experimental research performed. 

These dosages of substances that ensure the quality of flat water also determine the increase of 
flat water consumption on the Romanian market, which also determines an economic growth of the 
processing companies that ensure the management of flat water quality. 
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Abstract 
 

The pandemic has hit all EU member states, without exception and continues to affect the whole 
world. 

This acute and unprecedented crisis has affected both, companies and households, who are 
facing immediate liquidity problems. 

Political actors now play an important role, so they need to adopt policies, strategies and 
measures to support companies and those sectors that may face solvency challenges as much as 
possible in order to survive this period of crisis. This is crucial to prevent this from causing 
structural unemployment and to maintain the health of public finances after the temporary shock of 
the crisis.  

This study presents the impact of the health crisis on the business environment and the measures 
adopted by the governments of the affected states in order to overcome the crisis, measures that 
were intended to be social and economic protection and support, but with undesirable 
consequences on economic and social balances. 

 
Key words: entrepreneurship, pandemic, recession, stabilization policies, economic recovery 
J.E.L. classification: I25, M21, M54, J24 

 
 

1. Introduction 
 

The main concern of state governments at the moment is the health of citizens and economic 
recovery.  

Due to the fact that the epidemic caused by coronavirus was a major shock for the European 
economy, but also for the world economy, each government has adopted measures to limit the 
spread of this virus among its citizens, followed by many other economic measures, sanitary, 
social. 

Member States have adopted budgetary, policy and liquidity measures to support their health 
systems and to provide assistance to particularly affected citizens and sectors. 

Although rapid steps have been taken to try to recover the economy both at European and 
country level, the economies of EU Member States will still face a recession this year, as the 
economic shock has been a major one as a result of the covid pandemic. 

According to research in the field, it is estimated that production will suffer a major decline in 
2020, and the recovery capacity in 2021 will vary considerably from country to country, depending 
on the economic stabilization policies adopted by each state. 

 
2. Theoretical background  

 
In order to reduce the negative effects generated by the covid pandemic, on the economy and 

the standard of living of the population, the European Commission formulated and instituted 
multiple economic measures, adopted measures to make European budgetary rules more flexible, 
rethought state aid and adopted measures, for the entrepreneurial and sanitary field, in response to 
the economic-sanitary crisis, allocating liquidity to the medical field, but also to the enterprises. 
(https://ec.europa.eu/info/live-work-travel-eu/health/coronavirus-response/jobs-and-economy-
during-coronavirus-pandemic_ro) 
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In order to protect the life and standard of living of the population, multiple measures have been 
instituted at EU level, the European Commission in response to the covid pandemic, has redirected 
the available structural funds, as follows: 

- measures to support the help of families by postponing the monthly payments on the credits 
they had, by supporting the families in which at least one member was obliged to be in 
technical unemployment, the allocation of financial aid for the payment of utilities, etc .; 

- by paying unemployment benefits; 
- in order to reduce unemployment and keep jobs, by using support tools such as the SURE 

Program (Support mitigating Unemployment Risks in Emergency) 
- significant sums of money have been allocated to support Member States' health systems; 
- support for fishermen, farmers and other people considered the most disadvantaged. 
Providing support for the recovery of tourism in the European Union, as a result of the fact that 

this field has been deeply affected, due to restrictive measures on free movement, travel restrictions 
and social distancing. Support measures have been established dedicated to tourism companies and 
it was decided starting with June 1, 2020 the gradual opening of tourist services and units. 

At EU level, several measures have been approved for tourism, including: 
• providing liquidity to tourism companies, especially those small enterprises;  
• saving jobs, and support through financial assistance of up to EUR 100 billion provided 

through the SURE instrument - unemployment risk mitigation instrument; 
• promoting Europe's tourism as a safe tourist destination. 
The European Commission, together with the European Investment Bank Group, aims to 

support small and medium-sized enterprises that have been severely affected by this pandemic. 
The European Commission is working closely with national authorities, business representatives 

and other stakeholders to monitor as accurately as possible and be able to make an assessment of 
the European trade and industrial sector, sectors affected by this pandemic. 

The European Commission is trying to support various industrial sectors, especially those 
essential for food production and supply, but not only. 

 
3. Research methodology 

 
The research aims at describing and understanding the concept of economic-sanitary crisis and 

the effects it produces on the economic, health, social field. 
The basic idea of the research is the importance of plans, measures and tools used in the 

management of the pandemic period for economic recovery, increasing the versatility of local and 
national economies in the context of post-pandemic economic reconstruction. 

Having an economic, political, social character, with a geopolitical substratum aimed at 
obtaining power, kneeling through fear and limiting freedom, this subject can be subjected to many 
scientific researches. There are many opinions, depending on the information held and expressions 
in this regard. 

 
4. Findings 

 
Steve Krouskos, EY Global's Vice President of Transaction Consulting, said: „The human cost 

was considered the most tragic due to the number of lives lost, but also to the reduction of the 
material situation for a fairly large number of people. In response to the effects of Covid-19, 
company leaders act for the well-being of employees, but also for job retention. Because business 
people do not have a role model, they act in real terms, depending on the evolution of events, as a 
result of unexpected challenges and vulnerabilities”. The head of the Transaction Assistance 
department, Florin Vasilică, EY Romania, is of the opinion that: „In the next period, as a result of 
the crisis generated by COVID, many businesses will be on the line of survival, many of the small 
and medium enterprises will have difficulties in obtaining financing for their own businesses. It is 
anticipated that during the summer there will be a stagnation, followed by a period in which the 
impact of the crisis and the finding of new strategies will be assessed, in order to resume activities, 
hoping for a complete return in 2021”. (https://www.ey.com/ro_ro/news/2020/liderii-de-business-
privesc-dincolo-de-criza-si-configureaza-noi) 
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In the short term, companies will turn to government and private sources for liquidity in order to 
overcome the crisis with minimal impact on their business. In the long run, this crisis will change 
the way we think and manage our business. 

In terms of merchandise supply, for many businesses, the main suppliers were from China.  
Supply chains are now being rethought so that the risks of supply disruption are reduced and the 
possibility of turning to alternative suppliers is taken into account. The importance of technology 
with a very important role in the internal relationship of the company, but also with the outside 
through the promotion of products using various platforms and promotion sites. 

The attention of companies' management is currently directed towards economic recovery and 
rethinking post-crisis plans. Following an opinion poll: 

- 54% of respondents surveyed among businessmen said they expect a slow recovery period, 
slowing economic activity by 2021; 

- 38% consider that there will be a return in the third quarter of 2020, to normal economic 
activity; 

- 8% of respondents say that the pandemic period will be followed by a period of recession, 
economic activity will take place under normal conditions only in 2022. 
(https://www.ccifer.ro/ro/actualitati/n/news/impactul-crizei-covid-19-asupra-comunitatii-
de-afaceri-franco-romane.html)  

The economic recovery of each country is determined by the evolution of the pandemic, by the 
structure of the economy at national level, but also by the stabilization policies adopted by each 
state. Given the interdependence of EU economies, the evolution of each Member State's recovery 
will also influence the degree of recovery of the other Member States 

The part most affected by this pandemic remains the human component, so political leaders and 
business people must make a common front in order to adopt policies and strategies designed to 
maintain people's health and financial stability. 
 
5. Conclusions 
 
 Business leaders are forced by nature to adapt, so they look beyond the crisis and set up new 
merger and acquisition plans. They focus on managing the effects of the COVID-19 pandemic on 
supply chains, revenue and profitability for the businesses they run.  
 BNR Deputy Governor, Prof. Univ. Dr. Leonardo Badea, considered that: „Because the 
COVID-19 recession was partially induced by the blockade established for social distancing and 
limiting the circulation of the virus, the tendency is to assume that the return will be short, in V-
shaped.” (https://www.capital.ro/ce-se-va-intampla-cu-economia-locala-dupa-pandemie-leonardo-
badea-vine-cu-noi-precizari.html) 
 Following a major economic crisis, the company's tendency is to recover and return to the 
previous situation. This time we must keep in mind to evolve towards a more economically secure 
society.  
 The recent crisis has shown us that we cannot rely solely on the import of goods through supply 
chains, but we must keep in mind that we cannot produce all the goods we need locally, especially 
as there will be times when locally produced goods can sometimes have higher costs than imported 
ones. And yet local production must be supported by financial support and government instruments 
to maintain its viability and maintain a competitive environment. 

Regarding the resumption of our daily lives and the reopening of economic activities, we must 
do so knowingly because there is no zero risk, but maintaining restrictions on activity and travel 
will only lead to the collapse of the economy. That is why the solution is a compromise and we 
must learn to live and function in the given conditions, through adaptation, awareness, overcoming 
fears and innovation. 
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Abstract 
 

The current period is suffocated by a crisis both in  health and economics. 
At the level of the global economy, there is a continuous fight against this virus, but at the same 

time there are battles on various fronts in order to save the world economy, in strategic 
geopolitical conditions, in the hidden fight for supremacy. 

Now the real entrepreneurs with vision and creativity, able to adapt to changes and especially to 
digitize the business, will be differentiated from those who will closed the doors in their business 
activities. 

This paper presents the importance of the resources held and how to manage them in conditions 
of business uncertainty. 

The efficient use of resources, creativity and investments in a field that will be part of the future 
society, will turn this moment of crisis into a great achievement  for those who see the opportunity 
where others see only threats. 
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1. Introduction 
 

It is known that there will be consequences in the world economy due to the spread of the virus. 
It can be estimated that the impact that this virus will have on the European economy will be 

substantial. 
Companies can overcome these difficult times, if they can think and implement a crisis 

management plan and if the financial analysis of the business allows it. 
The problem of risk can appear in any field of activity, regardless of its nature, distorting the 

normal development of the activity. 
In the management decision-making process, the decision-maker tries to avoid the risk, to 

transfer it or to minimize it as far as possible. Assuming a risk is done by reporting the possibility 
of risk occurrence with the possible chance of gain.  
Risk and uncertainty are two elements specific to the business environment; they combine in 
different proportions, the uncertainty having the characteristic of not being able to be eradicated. 

For customer loyalty, better company communication is needed. The existence of stocks to meet 
the demand of the immediate needs of existing customers, but also of new customers, reinvention, 
creation of platforms or mobile applications to help customers and to facilitate intermediation with 
them are measures that can be taken under the given conditions. 

Entrepreneurs at the beginning of the road should carefully study the market, learn from the 
efforts of experienced people and make decisions to overcome the crisis. 
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2. Literature review 
 

In the literature there are several definitions of risk due to the probability of occurrence of 
events that leads to unfavorable consequences for the business environment. 

The author Ioan Popa, in his paper work International Transactions. Policies, Techniques, 
Instruments, published in 1992, defines risk as  „The possibility that in a transaction, the expected 
profit (gain) will not be registered or a loss will appear, as a result of the unfavorable evolution of 
the factors on which the performances of an economic agent depend”. (Popa, 1992, p.379) 

Author Frank H. Knight in Risk, Uncertainty, and Profit presents the importance of risk and 
uncertainty in economic analysis, defines and differentiates the two concepts of risk and 
uncertainty, exemplifying the fact that risk quantifiable mathematical probabilities can be 
attributed, while uncertainty cannot be applied to such mathematical models. (Knight, 1921, p.104-
126) 

Another description of risk according to the authors Bârsan-Pipu N. and Popescu I., in the paper 
work Risk management: concepts, methods, applications, is that „Risk is an uncertain event, but 
possible, its origin being in uncertainty”. The risk represents a possible loss determined by the 
evolution / involution of some factors considered as risk, otherwise than is expected. (Barsan-Pipu 
N., Popescu I. 2003, p.44-49)  

The following definitions of risk and its degree of probability belong to Frank H. Knight and 
Merriam-Webster's Collegiate Dictionary (2003):  

- „possibility of losing or suffering a financial loss”;  
- „chance of loss or danger for the object of an insurance contract; also the degree of 

probability of such a loss”; 
- „the possibility of an investment (stock of goods) losing value”; 
- „someone or something that creates or suggests a danger”. 

In the paper work Optimizing decisions in conditions of uncertainty and risk, the authors 
Mȃndru L. and Begu L.S. consider that: „When a company has a better economic and financial 
situation, there is the possibility of assuming higher risks in direct proportion to the probability of 
obtaining positive results, much higher gains, but compensatory resources are needed in case of 
failure”. (https://utm.md/meridian/2009/MI_2_2009/15_Mindru_L_Optimizarea.pdf) 

The acceptance of risk in the market economy must be made aware of cause, following some 
analysis and forecast. The business plan is the basis of any economic activity. The risk control is 
done in order to verify if financial regulations have been complied with and the instruments of 
management were used correctly. Performance analysis involves measurement as a result of 
coverage for risk exposures. 
 
3. Research methodology 
 

The central idea of the research is the importance  ability of entrepreneurs to adapt to changes 
and to have financial reserves that can be used in crisis situations. 

This paper presents the importance of the resources owned and the way of managing them in 
conditions of uncertainty in the business field, but also of the entrepreneurial thinking in relation to 
the business field in order to support and develop the company.  

It is important to develop among young entrepreneurial skills for the formation of a generation 
that will create jobs, the evolution of one's own person and the development of the business. 
Supporting social entrepreneurship must be a mission for the entire entrepreneurial sector, 
economic development influencing the evolution of the whole community. 
 
4. Findings 
 

It is difficult to estimate the impact that this health crisis will have on the global economy and 
the economies of each country. In one form or another, things start to move, slowly, taking into 
account the social distance in order to protect individuals to avoid exposure and infection with this 
virus. 
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It is considered from the analyzes carried out by the experts in the field, that the number of 
profitable companies in 2020 will be drastically reduced. (https://ec.europa.eu/info/live-work-
travel-eu/health/coronavirus-response/jobs-and-economy-during-coronavirus-pandemic_ro) 

Thus, for any field of activity and individual, this was a moment of balance and drift. This 
situation requires a resetting of the priorities of each of us, as well as at the organizational level a 
repositioning, a rethinking of the business activity in order to adapt and return to the market on 
which it operates or to orient towards new markets or new activities. For most economic activities 
this is the time when it is necessary to rethink, adapt and rebuild the business owned. 

The economy needs to be reconfigured,  the creativity and adaptability of entrepreneurs will 
make a difference in relaunching their activities and positioning their businesses on the market in 
the post-crisis period. 

Entrepreneurship is the phenomenon by which the individual realizes that the business can be an 
option for himself, being able to implement a business and develop it, starting from a simple idea 
and acquiring the entrepreneurial skills necessary for a good entrepreneur. (Chigunta F., 2002). 

In the current conditions, the market must be carefully studied, and new entrepreneurs who want 
to enter and develop in the business field, must carefully study the market. Many experienced 
entrepreneurs were taken by surprise by this economic and health crisis. 

Innovation and creativity will be a plus in relaunching activities, but the liquidity and efficient 
use of them, but also of the other resources available will make the difference after the crisis 
period. 
 
5. Conclusions 
 

For a decision to be a successful one, it must follow an optimal analysis and it can be made with 
the assumption of more or less known risks. Specialists in the field will be able to analyze and 
optimize decision-making techniques in conditions of risk and uncertainty, giving them the 
opportunity to try their luck and consciously take risks.  

In addition to studying current events that are not conducive to the safe development of a 
business, it is time for true entrepreneurs to identify opportunities that they would not identify 
under normal market developments. 
Knowing the economic-financial evolution of the organization, the reporting this time should be 
done in the conditions of the current economic and health crisis.  

Now, more than ever, there is a need for entrepreneurial education.The involvement and 
development of an innovative type of thinking, the lack of diversity towards risk and fear, will 
generate success in the field of entrepreneurship. It is true that today's economy makes us pay more 
attention to the decisions we have to make in everyday life, and even more so in the business field 
due to the current instability and uncertainty. 

This moment of crisis will prove who is able to reinvent himself and who will not be able to 
cope. 

The current economic situation leads specialists to believe that the number of profitable 
companies in 2020 will be halved. For many entrepreneurs it is a time of stalemate, a turning point 
in the business activity carried out, but we will all have to learn to adapt and give life to drifting 
business. The economy needs to recover and adapt to the new situation. 
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Abstract 
 

The purpose of this research is to examine the connectedness between the recent spread of 
COVID-19 and the global policy measures proposed to mitigate its economic and social impact. 
The magnitude of the financial pandemic effects is unprecedented, affecting more the advanced and 
emerging economies. The empirical results confirm unique cooperation and coordination between 
organizations and governments from all over the world. This paper reviews some of the best 
practices implemented by global governments and financial institutions, focusing on a selection of 
the European Union's Member States (MS). The fiscal and monetary policies have a direct impact 
on the economic evolution and the citizens' wellbeing. 
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1. Introduction 
 

The COVID-19 pandemic has, with an instantons speed, leaded to a global economic shock of 
an absolute magnitude, causing unprecedented slowdowns in various countries. A first forecast 
prognosticates a 5.2 percent contraction in global Gross Domestic Product (GDP) in 2020 – 
considered to be the deepest global recession out of the last eight decades, even with the 
exceptional policy support and global cooperation. (World Bank Group, 2020). Nevertheless, the 
global recession is foreseen to be deeper if brining it under control would involve more than 
anticipated, or if the financial implications would trigger sharp cascading results. 

 Experiencing the most profound collapse since the Great Depression in the 1930s, there are 
remarkable efforts taken by governments to counter the downturn with fiscal and monetary policy 
support. Even if several countries had a timely response to protect from the pandemic effects, early 
data are now showing that the economic and social costs will be massive. Recovery prospects are 
still uncertain, depending on many conditions such as how the virus evolves, the duration and the 
extension of the shutdowns, the consumer behavior, and the implementation of fiscal and monetary 
policies support. 

The ripple effect of the pandemic has transformed all the economy's zones, disrupting business 
activities, and inevitably affecting people’s income, generating chaos worldwide. While such 
events could be perceived as opportunities, the unprecedented lockdown, trade and travel 
restrictions marks the current situation as a critical crisis. There is a twofold crisis: (1) the acute 
impact to the health systems worldwide and (2) the pause of the economic activity. (Kuckertz, et 
al., 2020) 

Is expected that most countries will plunge into recession in 2020. The advanced economies are 
foreseen to shrink by 7 percent, while the emerging market and developing economies are forecast 
to decrease by 2.5 percent. (World Bank Group, 2020) This halt is considered to be the most severe 
external shock registered by this group of countries in the last sixty years.  

According to The Organization for Economic Co-operation and Development (OECD),” it has 
triggered the most severe economic recession in nearly a century and is causing enormous damage 
to people’s health, jobs and well-being.” (OECD, 2020) 

To manage crisis accurately, preparation, support and collaboration are critical factors. WTO 
Director-General Roberto Azevêdo said “The immediate goal is to bring the pandemic under 
control and mitigate the economic damage to people, companies and countries. But policymakers 
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must start planning for the aftermath of the pandemic”. In his perspective, rapid recovery is 
attainable, being conditioned by the decisions adopted today which will shape the economic future 
of tomorrow. According to Roberto Azevêdo for an inclusive recovery, trade, along with the fiscal 
and monetary policies have an important role. The market openness, business environment 
stimulation and unity between countries will stimulate a much faster recovery. (WTO, 2020) 
 
2. Literature review 
 
 The COVID-19 outbreak continues its unforeseen dispersion in the global economy, causing 
unprecedented financial market consequences. Although the World Health Organization (WHO) 
declared the COVID-19 as a global pandemic on the 11th of March 2020, the subject became a 
priority research topic for individual researchers and organizations worldwide. Therefore, the 
international literature is registering an accelerated surge in scientific reports and studies regarding 
the pandemic (Kuckertz, et al., 2020), (Okorie & Boqiang, 2020), (Baker, et al., 2020) (Conlon & 
McGee, 2020) (Kristoufek, 2020), (Warwick & Roshen, 2020), (Baldwin & di Mauro, 2020), 
(World Bank Group, 2020).  
 Central banks, governments, and other multilateral organizations have created multiple series of 
interventions, producing policies and innovative programs to support the global economy. 
Financial organizations immediately generated new simulative strategies and injected 
unprecedented liquidity into the markets. 
 The World Bank, which is financing economic development in the middle- and low-income 
countries, has approved by the 1st of June 2020 a budget of up to USD 160 billion over 15 months 
for more than 100 countries. (The World Bank, 2020)  The Federal Reserve has taken exceptional 
measures to address the economic effects of COVID-19 and announced a range of 0.00 percent to 
0.25 percent interest rate policy. It also declared USD 500 billion in Treasury securities and USD 
200 billion in mortgage-backed securities under the umbrella of the Quantitative Easing (QE) 
program.(Congressional Research Service, 2020) The Bank of Japan initiated massive asset 
purchases to generate short-term liquidity to Japanese banks, while the Bank of Canada lowered its 
key interest rates. The International Monetary Fund (IMF) is making about USD 50 billion 
available through emergency financing (Georgieva, 2020) Additionally, the IMF estimated that the 
government financial stimulus to sustain the economic activities during COVID-19 amounted to 
USD 3.3 trillion and that additional loans, equity injections, and guarantees amounted up to USD 
4.5 trillion. It is estimated that the government borrowing extension will rise from 3.7 percent of 
the global GDP in 2019 to 9.9 percent in 2020. (Congressional Research Service, 2020) 

The COVID-19 pandemic caused panic among citizens and temporary business closings in 
most of the economies with confirmed cases. These reactions have a spillover effect on the 
business's performance in numerous sectors, which could have long-term repercussions. The most 
affected ones are transport and tourism, catering, and retail. Besides, according to the UN’s 
International Labor Organization, 1.6 billion informal economy workers could suffer their 
livelihoods. (Kretchmer, 2020) 
 At the European Union (EU) level, the aggregate amount of the MS' discretionary fiscal 
measures count to 3 percent of the EU GDP. MS have committed to providing liquidity support for 
the sectors most affected by the virus, consisting of public guarantee schemes and deferred tax 
payments, which are estimated at 16 percent of the EU GDP. (European Council, 2020) 
 How severe will the recession be? The World Bank generated a comparable analysis, including 
the deepest recessions from all over the time, and a 2020 projection. As shown in Table 1, the 
COVID-19 recession will mostly affect advanced economies and emerging markets and developing 
economies (EMDEs). In 2020, both groups will register the most profound declines in their growth 
rates of the past sixty years.   
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Table no. 1 Growth of GDP and per capita GDP in global recessions 

 Global recession years All years (1960 – 2020) 
 1975 1982 1991 2009 2020 Average Non-

Recession 
Full period 

World         
GDP 1.1 0.4 1.3 -1.8 -5.2 -.08 3.7 3.3 
Per capita GDP -0.8 -1.3 -0.3 -2.9 -6.2 -2.3 2.1 1.7 
Advanced Economies         
GDP 0.2 0.3 1.3 -3.4 -7.0 -1.7 3.3 2.8 
Per capita GDP -0.7 -0.3 0.6 -4.0 -7.3 -2.3 2.5 2.1 
EMDEs         
GDP 4.2 0.9 1.5 1.8 -2.5 1.2 4.8 4.5 
Per capita GDP 2.0 -1.2 -0.4 0.4 -3.6 -0.5 2.9 2.7 
LICs         
GDP 0.0 1.0 -0.7 5.9 1.0 1.5 3.6 3.4 
Per capita GDP -2.4 -1.6 -3.6 3.0 -1.6 -1.2 0.9 0.7 

Note: Low-income countries (LICs) 
Source: Author extraction from The World Bank Group Report Global Economic Prospects (June 2020) 

 
3. Research methodology 
 

This paper reviewed several studies published by international organizations (The World Bank, 
The International Monetary Fund, The European Commission) and by individual researchers 
concerning an empirical research design. Although the literature for policy measures is 
comprehensive and includes regions from all over the world (e.g., Africa, Latin America, and the 
Caribbean, The United States), this paper mainly focuses on selected European countries. However, 
it includes some other states such as Japan and Malaysia, only as a comparative role. All analyzed 
articles were published during March 2020-June 2020.  
The objectives of the research were:  
O1: To distinguish a general impact of the pandemic COVID-19 to the global economy  
O2: To review the most effective policy measures which can be implemented worldwide to 
alleviate the pandemic's risk for the economy 
O3: To examine the most impactful policy measures taken all over the world to mitigate the 
economic effects of the pandemic crisis. 
 
4. Findings 
 
 The COVID-19 pandemic and the economic disruption have affected billion of lives and are 
hindering decades of development progress. As a response to the epidemic, David Malpass, 
President of World Bank Group, encourages all international policymakers” (…) to act fast and 
forcefully: our interventions should be no less powerful than the crisis itself.” (World Bank Group, 
2020, p. 19) 
 As an immediate answer, several countries have generated large-scale macroeconomic support 
to alleviate the economic impact, contributing to a still stabilization in financial markets. Central 
banks have cut their policy rate, eased monetary policy, and massively injected liquidity into the 
markets. The announced fiscal policy support notably exceeds those implemented during the 2008-
2009 financial crisis. This time, the policymakers are facing unprecedented challenges of the 
health, social, and macroeconomic effects of the pandemic. Considering the current circumstance is 
essential to secure core public services, maintain a vital private sector, and support people directly 
with money. In this situation, the quality of an institution’s response to an economic shock is 
generally associated with resilience and “depends on the capacity to enhance improvisation, 
coordination, flexibility, and endurance …” (Boin, et al., 2010) 
 To support the policymakers, IMF published a report formulating recommended policies to be 
adopted by governments and central banks during COVID-19 pandemic  (IMF, 2020):   
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• Monitoring and containment actions are imperative to slow the spread of the virus and 
reduce the peak load on health systems: implement containment measures, ramp up public 
health expenditure, communication to citizens, help the vulnerable within countries. 

• Central banks should support demand and confidence through relaxing financial conditions, 
ensuring the flow of credit, and stimulating liquidity in domestic and international financial 
markets. 

• Fiscal policy should instantly provide substantial support for affected people and companies 
during the pandemic to prevent long-lasting economic loss. 

• The regulatory and supervisory response should aim to maintain the balance between 
preserving financial stability, maintaining banking system solvency, and sustaining 
economic activity. 

• Global coordination and cooperation are essential for a systematic recovery, and policies 
must be outlined to assure that the poor don’t get left notably behind. 

 
The table below indicated a subjective interpretation of the policies implemented in the 

selected MS: 
 

Table no. 2 The impact of policy implementation for a selected group of European Countries 
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Expenditure measures            
Tax  measures            
Sectorial, regional, or 
measures other than fiscal 

           

Any other measures            
Source: Autor interpretation of data extracted from the Report Generate by the European Commission 
“Policy measures taken against the spread and impact of the coronavirus – 28 May 2020” (European 
Commission, 2020) ; Medium impact  High impact  Not Identified/Not significant 

  
Table 3 outlines a selection of implemented measures for the selected MS. These measures are 

subject only for directly affected businesses and personas by COVID-19.  
 

Table no. 3 Selection of the policy measures implemented by selected MS inside the European Union 

Expenditure measures Tax measures Sectorial, regional, or 
measures other than 

fiscal 

Any other 
measures 

Belgium 
- Increased flexibility in the 
execution of public contracts.  
- EUR 2 billion: federal 
provision to cover additional 
costs has been adopted 

- Tax deferrals both for 
companies and the self-
employed 
- Regional taxes have also 
been postponed (e.g. 
Flemish car tax, 
immovable property tax) 

- Temporary 
unemployment benefits - 
ceiling remains EUR 
2.754,76 per month (top-
up of EUR 150 gross per 
month) 
- Substantial financial 
support for households, 
unemployed, and small 
enterprises 

- The National 
Bank and the 
major banks 
convened EUR 
50 billion of 
loan guarantee 
for companies, 
self-employed 
and households  

Bulgaria 
-Health Sector: additional 
budget up to EUR 7.3 million 
An increase from 15 percent to 
30 percent for the available 

-The deadline for annual 
financial statements will 
be postponed from end-
March to end-June. (est. 

- EUR 435 million to 
finance the socio-
economic measures (for 
medical and non-medical 

-No any 
notable 
measures 
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limit of the reserve fund 
- 60 percent of the employees’ 
wages and social security 
contributions for up to three 
months are covered by 
government 
- EUR 80 million was approved 
for police and firefighting and 
EUR 84 million for military 
personnel 

EUR 200 million impact 
within the year)  
-Value Added Tax (VAT) 
for restaurants and 
entertainment in the 
tourism sector will drop to 
9 percent until the end of 
2021 

staff, support to SMEs) 
- Salaries of members of 
parliament, ministers, and 
members of their political 
cabinets will be transferred 
to support funding of the 
healthcare system 
-EUR 4.76 billion package 
of measures 
-EUR 87 million for 
business and public groups 

Czech Republic 
-EUR 3.74 billion in direct aid 
(1.8 percent of GDP) and 
another EUR 33.7 billion (16 
percent of GDP) in guarantees 
- EUR 45 million budget for 
employers and employees for 
the wage costs  
- EUR 15.87 care payment for 
parents of kids from 6 to 13 
years  
 
 

-Fines for late submission 
of personal and corporate 
income tax return are 
cancelled 
- A deferral of the social 
security tax 
- The 4 percent real estate 
acquisition tax is 
abolished to boost the 
housing market 

- EUR 11.2 billion of new 
state guarantees (for large 
enterprises and SMEs and 
mid-caps)  
- EUR 123 million 
released to support to 
agriculture, forest, and 
food industry 
- The interest rate was 
lowered from 3 to 0.25 
percent 
- Rent deferral for 
businesses and for 
individuals  

- No any 
notable 
measures 

Germany 
-Health sector: additional 
budget of EUR 6.3 billion 
- Extension of the federal 
guarantees for loans to the 
corporate sector (unlimited) 
- EUR 30 billion in 
compensation payments of 
credit insurers 
- EUR 820 bn (23.9 percent of 
GDP) guarantees by the state-
owned development bank 
- EUR 600 billion fund 
targeting the real economy  
- EUR 50 billion - direct grants 
to the approximately 3 million 
small business owners 
- EUR 122.5 billion of 
additional spending  

- EUR 41.6 billion: tax 
deferrals and reduction of 
tax prepayments to 
improve the liquidity of 
companies 
- Employers can pay their 
employees subsidies and 
support up to an amount 
of EUR 1500 in 2020 tax-
free or as wages  
- Employers can receive 
an extension of up to two 
months for the income tax 
registration 

 

- EUR 10.1 billion: more 
flexible short-time 
working scheme  
- Low-income families 
receive additional support 
through increases to child 
support allowances 
- University students that 
are not entitled to receive 
education advancement 
grants can receive interest-
free loans 
- EUR 94.3: liquidity 
support and immediate 
assistance programs  

- No any 
notable 
measures 

Greece 
- Health sector: additional 
budget of EUR 273 billion  
- EUR 45 million: a special 
leave scheme 25 percent funded 
by the state, to facilitate parents 
of children below 15 years 
- EUR 574 million: a special 
allowance of 800 euros will be 
granted to self-employed, 
freelancers and sole 
proprietorships 
 - EUR 2.7 billion: a special 
allowance of 800 euros will be 
granted to employees of firms 

- EUR 1.4 billion: 
suspension of VAT and 
other tax obligations' 
payment  
- EUR 1 billion: 
Suspension of SSC 
payments for businesses, 
self-employed persons, 
and sole proprietorships 
- EUR 952 million: social 
security contributions 
 
 
 

- A 40 percent reduction in 
commercial rent paid by 
firms  
- A 40 percent reduction in 
primary and student 
residence rent for 
employees of firms  
- Firms are allowed to 
employ their employees 
for at least two weeks per 
month (Dismissals are 
prohibited in this case)  
 
 

- Independent 
Authority for 
Public 
Revenue has 
been made as a 
direct 
communication 
platform, with 
specific 
messages 
addressed to 
the public, 
concerning 
matters of 
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below and up to 20 employees 
- EUR 2 billion: a refundable 
advance payment will be 
provided to companies and 
whose loans are performing 
- EUR 108 million: a training 
voucher of 600 euros will be 
provided to six scientific sectors 
(economists/ accountants, 
engineers, lawyers, doctors, 
teachers and researchers) 
- EUR 232 million: 
unemployment benefits 
payment 
- EUR 800 million Interest 
subsidy on SME loans 

- Others: reduction of the 
VAT rate from 24 percent 
to 6 percent for sanitary 
products  
 
  

- EUR 250 million: funds 
to disburse corporate loans 
with 100 percent interest 
subsidy for 2 years 
- EUR 9 billion: cash 
collaterals to banks for 
loans to affected 
companies 
- EUR13 million: direct 
payment of arrears to 
SMEs and natural persons  
- EUR 1.1 billion: liquidity 
for firms 

 

health and 
economic 
content, in 
relation to the 
coronavirus 

Spain 
- Health sector: additional 
budget of EUR 1,000 million  
- EUR 25 million: meal 
allowances to ensure the basic 
access to food for vulnerable 
- EUR 300 million to ensure the 
provision of assistance to 
dependent person 
- EUR 110 million: fund R+D+I 
for the development 24 of drugs 
and vaccines for COVID-19 
- EUR 700 million: direct 
assistance for housing rent for 
persons unable to make 
payments, with a maximum 
amount of EUR 900/ month 

- EUR 14 billion: 
possibility for SMEs and 
self-employed workers, 
upon request, to defer tax 
payments for six months, 
and benefit from interest 
rate subsidies   
- EUR 3,5 billion: 
liquidity injection   
- 50 percent exemption 
from employer’s social 
security contributions,  
- The VAT rate on 
electronic books, 
magazines and 
newspapers is also 
adjusted to align 

- EUR 400 million: 
specific ICO financing 
facility amounting to 
support, through liquidity 
provision, firms and self-
employed workers in the 
tourism  
- EUR 100 billion: new 
line of guarantees via the 
national development bank 
of up to so that the 
financial sector provides 
liquidity 
- EUR 10 billion: to 
extend the existing lines of 
credit 
- EUR 2 billion: additional 
guarantees  
- EUR 20 million: 
measures for the culture 
sector 

- Budgetary 
flexibility 
measures to 
enable 
transfers 
between 
budget lines 
on mortgage 
payments 
postponements  
- Reduction of 
notary fees 

France 
- Health sector: additional 
budget of EUR 8 billion  
- EUR 26 billion: support 
temporary unemployment: 70 
percent of gross wages ensured 
by the government 
- EUR 1.7 billion: solidarity 
fund including a tax-exempt 
lump sum compensation 
corresponding to the loss of 
turnover over one year for 
VSEs, self-employed workers, 
micro entrepreneurs and liberal 
profession or subject to 
administrative closure.  
- EUR 20 billion: opening of a 
credit line for strategic 
industrial companies  
 
 
 

- EUR 25.5 billion: 
postponement of social 
and fiscal deadlines for all 
companies 
- EUR 23 billion: 
advanced refund of tax 
credits (including start-
ups) and advanced refund 
of three months VAT 
credit claims.  
- Reduction of the VAT 
rate to 5.5 percent on 
medical products. 

- State-guaranteed treasury 
loan of up to 25 percent of 
annual turnover or 2 years 
of payroll for newly 
created or innovative 
companies 
- EUR 10 billion: public 
reinsurance on outstanding 
credit insurance for 
companies to maintain 
their activity up  
- EUR 5 billion: 
reinsurance of short-term 
export credits  

- Launch of a 
study on the 
security of 
supply in the 
automotive and 
pharmaceutical 
industries 

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

505



- EUR 1 billion: economic and 
social development fund 
(FDES) addressed to medium-
sized enterprises  
- EUR 2.5 billion: creation of 
additional emergency reserves  

Italy 
- EUR 1.65 billion (increase) 
for the Fund for National 
Emergencies 
- EUR 3.2 billion: for the 
strengthening and re-
organization of healthcare 
- EUR 10.3 billion: to 
strengthen the social safety net, 
temporary unemployment 
benefits for employees in every 
productive sector 
- EUR 5 billion: a total 
additional expenditure 
regarding wage 
supplementation 
- EUR 3 billion: EUR 600 
monthly (tax exempted) for 
self-employed and seasonal 
workers for about 4.8 million 
eligible workers 
- EUR 300 million: for last 
resort income to cover all those 
not covered by the other 
measures 
- EUR 85 million: contribution 
to remote education 

- Suspension for 3 months 
of tax and social security 
payments in the 
municipalities most 
affected 
- Suspension of tax and 
social security payments 
due  
- Suspension of tax and 
social security payments 
for start-ups 
- Deductibility of 
donations for the 
emergency up to a max of 
EUR 300000 
- EUR 20 billion, 1.1 
percent of GDP: 
Abrogation of VAT 
safeguard clauses in 2021  

- EUR 3.5 billion (0.2 
percent of GDP): up to one 
third of the total financing 
received by SMEs (or 
1500 EUR per SME) up to 
80 percent on the liquidity 
granted 
- Additional EUR 1.5 
billion: up to EUR 5 
million on loans to SMEs 
in distress for the nine 
months following the 
decree 
- EUR 400 billion new 
public guarantees to 
support credit to business 
aimed at mobilizing 
- EUR 15 billion: public 
guarantee on bank 
liabilities compatible with 
state aid  
- EUR 100 million: fund 
for SMEs, to support 
employment levels, 
financial viability, 
internationalization, and 
technological 
advancement, as well as 
support to start-ups 

- EUR 400 
million: 
measures for 
food 
provisions for 
the poor 
- Smart 
working has 
been favored, 
both in the 
private and in 
the public 
sector 

Hungary 
- EUR 2.8 million (0.002 
percent of GDP) to cover 
damages in tourism sector. 
- EUR 1.77 billion (1.3 percent 
of GDP) for the medical 
emergency 
- EUR 430 million (0.3 percent 
of GDP): a wage subsidy 
scheme that covers 70 percent 
of the amount of net wages lost  
- EUR 5.77 billion in 
preferential loans  

- EUR 263 million (0.2 
percent of GDP) to 
support the proposed 
measures  
- Measures: Sectors that 
were severely hit by the 
pandemic will be 
exempted from paying 
social security 
contributions, payroll 
taxes and kiva (small 
business tax) 
- Payment moratorium is 
introduced for debtors of 
credit, loan and financial 
lease, for both enterprises 
and households;  

- The average annual 
interest rate on new 
consumer credit cannot 
exceed the central bank’s 
base rate of 0.9 percent 
plus 5 percent 
- EUR 4.32 billion for the 
SME sector with favorable 
and predictable interest 
rates to maintain jobs and 
production capacities and 
to finance their 
investments 
- EUR 1.3 billion: a bond 
and security purchase 
program  

- Construction 
of 5 emergency 
epidemiology 
hospitals 
- Army teams 
are being 
deployed in 84 
strategic 
companies (in 
telecom, food, 
pharmaceutical 
and gas supply 
sectors) 

Poland 
- EUR 3.82 – 4.95 billon (0.8-
1% of GDP): subsidies to 
wages, exemption of medium-
sized companies from a part of 
social security contributions' 

- Postponement of the 
date of entry into force of 
the new tax obligations 
 
 

- Work permits for foreign 
workers extended 

- No any 
notable 
measures 
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Source: Autor extraction of data from the European Commission Report “Policy measures taken against 
the spread and impact of the coronavirus – 28 May 2020” (European Commission, 2020)  

 
The global response to the pandemic was instantaneous all the way through changes in fiscal 

and monetary policies. Further on, there will be presented a selection of several policy measures 
implemented all over the world. 

Japan: the Bank of Japan, injected USD 4.6 billion in liquidity; created an emergency fiscal 
fund of about USD 515 billion (10 percent of GDP); Bank of Japan declared that it would purchase 
unlimited volume of government bonds to keep interest rates low and stimulate the economy; Japan 
included spending measures reportedly comparable to 40 percent of GDP which include grants for 
businesses to pay rents and funds to small and medium-sized enterprises, payments to assist 
furloughed workers, and a reserve fund to provide capital injections to struggling firms 
(Congressional Research Service, 2020) 

China: China's central bank pumped USD 57 billion into the banking system, limited banks' 
interest rates on loans for major companies, and extended deadlines for banks to curb shadow 
lending; The country provides USD 78.8 billion in funding, primarily to small businesses; China 
decided to cut VAT on medical services, masks, and protective clothing as well as on catering and 
accommodation services, several personal services (e.g., hairdressing, laundry), and public 
transport. (The World Bank, 2020) 

Malaysia: injected USD 233 million to protect citizens & consumption, involving also NGOs 
and individuals, known to raise money. USD 23.38 will be given daily to those who have no source 
of income during the quarantine and treatment processes. Inland Revenue Board (IRB) is offering 
tax deduction for cash and item donations to help the concerned communities in answering their 
basic needs and help build their resilience. Malaysia announced the USD 58.43 billion package to 
support micro, small, and medium enterprises. (Md Shah, et al., 2020) 

 
 

payment, granting preferential 
loans to micro-companies 
- EUR 15.7 billion (3 percent of 
GDP): financial system 
liquidity  
- EUR 6.75 billion (1.4 percent 
of GDP) public investment  
- EUR 22.5 billion (over 4 
percent of GDP): a package of 
loans to companies  

- Facilitation of the 
suspension of business 
activities  
- Inclusion in the tax-
deductible costs of 
expenses related to 
cancellations of trips; 
- Temporary 
postponement of payment 
deadlines of VAT 
- Social security 
contributions deferrals, 
redemptions or stage 
payments 

Romania 
- EUR 290 million: a benefit of 
75 percent of wage but no more 
than 75 percent of the average 
wage to parents who cannot 
work remotely and have to stay 
home with kids younger than 12 
years.  
- 2% of GDP: supporting local 
businesses   
- EUR 82 million: pay the 
minimum wage to those who 
cannot claim technical 
unemployment, like self 
employed or micro/ family 
enterprises.  

- Speeding up VAT 
reimbursements 
- The deadline for the 
payment of the tax on 
building, land and 
transport equipment (local 
taxes) was postponed  
- A rebate for taxpayers 
who pay the corporate 
income tax as follows: 5 
percent for large 
taxpayers, 10 percent for 
remaining taxpayers 

- EUR 2.07 billion: fund to 
offer guarantees to SMEs 
for contracting loans for 
financing investment and 
working capital.  
- EUR 161.5 million: The 
budget of the state aid  
- SMEs can postpone 
payment of utilities and 
rent for the duration of the 
state of emergency 
- Banks offer certain 
facilities to clients, notably 
a deferral of the repayment 
deadlines for loans 

- No any 
notable 
measures 
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Brazil: the Brazilian government introduced new legislation that streamlines the customs 
clearance processes for articles used to prevent the escalation of COVID-19 (e.g.: disinfectants, 
antiseptic gels, protective masks and other key articles needed by hospitals, pharmacies) (The 
World Bank, 2020) 

European Union: approved the ‘Guidelines for border management measures to protect health 
and ensure the availability of goods and essential services.’ France, Italy, Spain and six other 
Eurozone countries have claimed for generating a "coronabond," which represent a joint common 
European debt instrument  (Congressional Research Service, 2020) 

Myanmar: government announced that the 2 percent advance income (withholding) tax on 
exports will be waived until the end of this fiscal year. (The World Bank, 2020) 

Bangladesh: Government removed all tariffs and taxes on a list of COVID-19 related 
products. (The World Bank, 2020) 

Africa: Trade policy reforms (reduce tax and administrative burdens on importers and 
exporters; reduce the cost of food and other products intensively consumed by the poor); 
streamline trade procedures and facilitate trade at borders, maintaining transport and 
logistics services along the main corridor. (World Bank Group, 2020a) 

Additionally, the World Bank developed an in-time database, where all the measures taken to 
support the SMEs are registered. The Figure 1 indicates the number of instruments by type 
implemented to support the SMEs: 
 

Figure no. 1 Instruments by type of support for the SMEs 

 
Source: Data extracted from World Bank Database 2020 (https://dataviz.worldbank.org/) 

 
4. Conclusions 
 

The COVID-19 pandemic and the various lockdowns in economies worldwide created a 
distinctive situation that has no recorded corresponding in the specialty literature. Unquestionably, 
the economic damage of the epidemic could be long-lasting, as it will take considerable time to 
repair the disruptions to labor markets, value chains, companies' financial figures, and to restore 
consumers' confidence in the safety of sectors like retail, leisure, and tourism.  During these times, 
the policymakers have a significant role – the organizations must issue policies to rebuild 
economies both short and long and to strengthen health service. The measures should reignite 
growth, focusing on sustaining economic activity with support for households, firms, and essential 
services.  

A limit to the present study is the status of "best practice" in terms of policy measures. 
Considering that no precedent situation has been tested before, the "best practice" status of these 
measures can be assigned only in few years, analyzing backward the financial figures for each 
country.  

Nowadays, it is notable for saluting the governmental and financial institutions' interventions 
from all over the world that have mobilized and significantly responded through the monetary and 
fiscal policies implemented to unprecedently stimulate the economy (e.g.: The European Union, 
The United States, Japan, China, Africa) 
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All things considered, all the efforts and the impeccable cooperation and coordination among 
organizations from all over the world are crucial to spread the pandemic and alleviate its economic 
shock. 
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Abstract 
 

The COVID-19 pandemic impact on the global economy is unforeseen before. The virus' rapid 
spread has affected the worldwide financial, especially disrupting the sectors of health, tourism, 
and services. This paper's objective is to comprise an understanding on how the pandemic affects 
Romania. Based on a qualitative research, the present article includes the impact of COVID-19 in 
terms of trade, Gross Domestic Product (GDP) growth, and policy measures adopted up to the 
moment of writing. The study also addresses several recommendations to be further implemented to 
propel Romania on the world competitiveness map. 
 
Key words: COVID-19, Romania, macroeconomic figures 
J.E.L. classification: G1, H2, H3 
 
 
1. Introduction 
 

Since the COVID-19 pandemic started, it has rapidly spread to over 190 countries and all the 
U.S. states. The pandemic is producing a clear influence on the global economic figures and 
implicitly on the citizen's well-being, including the habits of spending and saving. The impact of 
COVID-19, firstly declared as a world health emergency on January 2020, is beyond any 
expectation. However, even if governments and international institutions are dealing with an 
unprecedented situation, their impeccable collaboration and coordination are subject to be 
acknowledged.  

The policy measures globally implemented are outstanding, aiming to balance often-competing 
policy objectives that consists of, but are not limited to: (1) dealing with escalating budget deficits 
weighed against increasing spending to support unemployment and social safety nets; (2) 
supporting national health systems that are under pressure to develop vaccines and to safeguard 
citizens and (3) implementing monetary and fiscal measures that protect credit markets and sustain 
economic activity, while also supporting businesses under financial crisis. (Jackson, et al., 2020) 

Estimated figures so far indicate that COVID-19 could affect the global economic development 
by roughly 2% per month if the current conditions remain in place, raising the risks of a sever 
world crisis, comparable to the one experienced during the Great Depression of the 1930s. So far, 
the numbers show that the global trade could fall by 13% to 32%, depending on the pandemic 
evolution. (Jackson, et al., 2020) The virus expansion is expected to plunge most countries into 
recession on 2020, affecting mostly the advanced and emerging economies. The advanced 
economies are foreseen to shrink by 7%, while the emerging market and developing economies are 
forecast to decrease by 2.5%. (World Bank Group, 2020) 

In terms of employment, since the pandemic covered the major states all over the world, more 
than 20 million people have lost their occupations, repealing nearly 10 years of job gains. (Powell, 
2020) 
 
2. Literature review 
 

The analysis of the current and predicted effects of COVID-19 on the economic records 
represent the main subject of study among all the global financial institutions. Since January 2019, 
till June 2020, several reports were released considering the pandemic financial impact and the 
governmental policies. At global level, the literature has several reports to be consulted such as: 
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(Jackson, et al., 2020), (International Monetary Fund, 2020), (OECD, 2020), (WTO, 2020). At the 
European level, there are several articles and reports released as an answer to the pandemic: 
(European Commission, 2020), (The European Council, 2020).  

In Europe, the first quarter 2020 statistics illustrates that the Eurozone economy shrink by 3.8% 
at an annual rate, the largest quarterly decrease since the series started in 1995, with over 30 
million people in Germany, the UK, France, Spain, and Italy who have applied for state support of 
their wages. (Jackson, et al., 2020)  

The European Commission's May 6, 2020 forecast estimated that EU economic development in 
2020 could contract by 7.4% and only partially bouncing back in 2021. (The European 
Commission, 2020). On May 27, 2020, nonetheless, European Central Bank (ECB) President 
Christine Lagarde distinguished this forecast as outdated and anticipated that the Eurozone 
economy could contact by 8% to 12% in 2020. (Jackson, et al., 2020, p. 2) 

The European Union response to the coronavirus pandemic to support and repair the immediate 
economic and social damage was unforeseen before. The EU created a EUR 540 billion guarantee 
fund for workers and businesses, a EUR 750 billion budget for Next Generation EU (to boost the 
EU budget with new financing raised on the financial markets for 2021-2024) and a EUR 1.100 
billion budget for multiannual financial framework. (European Commission, 2020) 

Table 1 illustrates a comparison of the real GDP figures for several extracted countries out of 
the World Bank Report released in June 2020-Global Economic Prospects. As it can be remarked 
below, the countries that are foreseen to register the most severe decrease in GDP in 2020 are: 
Croatia (-11.9%), Bulgaria (-9.2%), Georgia (-9.1%), Romania (-9.1%), Montenegro (-8.7%) and 
Hungary (-8%). At the opposite pole, countries expected to register the fastest recovery in 2021 are 
Croatia (3.0%), Romania (2.3%), Montenegro (2.0%), Hungary (1.9%) and Bulgaria (1.2%). These 
estimations show that the most sever affected countries by the pandemic are further expected to 
have the fastest recovery in 2021. Nevertheless, some exceptions of nations which are currently 
severe affected by the virus and are expected to have a slow recovery are: Poland, Ukraine, 
Georgia, Serbia, and Belarus. 

 
Table no. 1 Europe and Central Asia country economic forecasts 

(Real GDP growth at market prices in %, unless indicated 
otherwise) 

  % point difference from 
Jan 2020 projections 

 2017 2018 2019e 2020f 2020f  2020f 2021f 
Azerbaijan 0.2  1.5 2.2 -2.6 2.2  -4.9 0.1 
Belarus 2.5 3.1 1.2 -0.4 1.0  -4.9 0.5 
Bulgaria 3.5 3.1 3.4 -6.2 4.3  -9.2 1.2 
Croatia 3.1 2.7 2.9 -9.3 5.4  -11.9 3.0 
Georgia 4.8     4.8 5.1 -4.8 4.0  -9.1 -0.5 
Hungary 4.3      5.1 4.9 -5.0 4.5  -8.0 1.9 
Moldova 4.7       4.3 3.6 -3.1 4.0  -6.7 0.2 
Montenegro 4.7 5.1 3.6 -5.6 4.8  -8.7 2.0 
Poland 4.9      5.3 4.1 -4.2 2.8  -7.8 -0.5  
Romania 7.1       4.4 4.1 -5.7 5.4  -9.1 2.3 
Russia 1.8       2.5 1.3 -6.0 2.7  -7.6 0.9 
Serbia 2.0      4.4 4.2 -2.5 4.0  -6.4 0.0 
Turkey 7.5       2.8 0.9 -3.8 5.0  -6.8 1.0 
Ukraine 2.5      3.3 3.2 -3.5 3.0  -7.2 -1.2 
Uzbekistan 4.5 5.4 5.6 1.5 6.6  -4.2 0.6 
Note: e = estimate; f = forecast. World Bank forecasts are regularly updated based on new data and changing 
(world) circumstances. Consequently, projections presented here may be different from those included in 
other Bank documents, even if basic assessments of countries' prospects do not significantly vary at any 
given moment in time.  

 
Source: Author extraction from World Bank (2020), Global Economic Prospects.  
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3. Research methodology 
 

The present paper comprises a fundamental research, encompassing data extracted from 
different databases: (1) The World Bank Database (available online at www.data.worldbank.org); 
(2) Map of SME-Support Measures in Response to COVID-19 (available online 
at www.dataviz.worldbank.org); (3) INS (available online at https://insse.ro/cms/) and (4) ONRC 
(available online at https://www.onrc.ro/index.php/en/).  

The focus of this article lies in assessing the impact COVID-19 pandemic has on Romanian's 
economy and citizens well-being. In terms of generated knowledge, the research uses a qualitative 
approach, investigating both quantitative and qualitative data, forecasting an overall overview of 
the COVID-19 in Romania. Moreover, the paper also suggests several recommendations to 
alleviate the impact of the pandemic and to revitalize the Romania's objective to ascend the world 
competitiveness rank. 

 
4. Findings 
 

In 2019, the Romania's GDP growth was strong at 4.1%, driven principally by private 
consumption and investments injection. Additionally, in 2019 the unemployment rate registered 
historic lows. (The World Bank, 2020c) This ascending economic trend was severely affected in 
2020 due to the shock of COVID-19 on the health, businesses, the labor market, and the 
households. The risk of recession in 2020 is imminent as COVID-19 affects large segments of the 
European economy and causes disruptions to the global supply and trade balance. 

As a response to the pandemic, Romanian government in collaboration with financial 
institutions generated and implemented several sets of measures to protect both the citizens and the 
economy. Yet, the mix of the lower growth and the increased fiscal spending could easily propel 
the budget deficit to above 5% of the GDP. (Tataru, 2020a) 

Figure 1 brings into attention a comparison of the GDP evolution for 2017 – 2021, and an 
estimation for 2020-2021. As it can be marked below, the Euro Area is expected to be the most 
affected by the pandemic, with a decrease in the GDP growth in 2020 by 9.1%, being followed by 
the advanced economies (- 7%) and world economy (-5.2%). Romania is expected to register a -
5.7% decrease in the GDP. Besides, Romania is expected to have the fastest recovery among the 
comparison below, by 5.4% in 2021, being followed by the Euro Area (4.5 %). 

 
Figure no. 1 GDP Growth - actual data and forecasts 

 
Note: World – include the countries which are members of the World Bank 

 
Source: Author interpretation, data extracted from World Bank, Global Economic Prospects database. For 
2020 and 2021 there are provided macroeconomic forecasts  
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In terms of trade, during the first quarter of 2020, another EUR 4.45 billion has been added to 
the Romanian trade deficit, almost 20% (EUR 733 million) more than in the first quarter of 2019. 
In March 2020, the trade deficit continued to widen by 43% compared the March 2019. (Tataru, 
2020) 

 
Table no. 2 First quarter trade gap as % of GDP (Romania) 

Source: Data extracted from Tataru Valentin (2020) “Romania: trade balance and wage data confirm the 
slowdown” 
  
The disruption caused by the pandemic in the Romanian economy will have a direct impact on 

the national macroeconomic data, being mostly visible starting with March 2020. According to 
National Institute of Statistics, the sectors contribution to national GDP in 2019 was as follows: 

 
Figure no. 2 Romania's GDP structure (2019) 

 

Source: Autor extraction from Tataru Valentin (2020) „Romania: Pandemic hits growth at the worst 
time” available online at https://think.ing.com/snaps/romania-pandemic-hits-growth-at-the-worst-time/ 

Table 3 presents the impact of COVID-19 on the main macroeconomic indicators in Romania 
by March 2020. As it can be noticed below, the most serve affected indicators are: Services 
provided to population (-40.4%), Export (- 18.4%) and Household Consumption (-18.1%). 
 
 

 

 

 

-0,8 -0,7 
-0,9 

-1,2 -1,2 -1,3 
-1,7 

-2,1 

-2,5

-2

-1,5

-1

-0,5

0
2013 2014 2015 2016 2017 2018 2019 2020

Agriculture; 
4% 

Constructions 
; 6% 

Net taxes; 9% 

Public 
Services; 

14% 

Industry; 
22% 

Private 
Services; 

45% 

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

513

https://think.ing.com/snaps/romania-pandemic-hits-growth-at-the-worst-time/


Table no. 3 Impact of the COVID-19 outbreak on the main macroeconomic indicators in Romania in 
2020  

 Data expressed in % 
 Nov-19 Dec-19 Jan-20 Feb-20 Mar-20 
Services 2.7 7 10.7 12.4 -0.4 
Serviced rendered mainly to enterprises 3.1 9.4 13.8 16.9 9.3 
Services provided to population 14.4 17.7 17.4 9.8 -40.4 
Retail Trade 6.6 9.3 11.2 13.8 3.9 
Industrial Production -5.4 -3.5 -2.1 -2.4 -12.7 
Construction Works 27.2 24.8 49.8 24.6 29.6 
Households Consumption 10.4 12.4 13 10.7 -18.1 
Export 3.9 9.1 8.6 -1.3 -18.4 
Import 2.9 8.1 7.7 0.2 -10.7 

Source: Data extracted from Statista Database (2020) Impact of the coronavirus (COVID-19) outbreak on 
the main macroeconomic indicators in Romania in 2020, available online 
at https://www.statista.com/statistics/1119785/romania-main-macroeconomic-indicators/ 

 
As it can be noticed in the above table, the current "social distancing" measures imposed by the 

authorities, have a dramatic impact on most categories of services. Tourism have been severely 
affected as most people have cancelled or not booked any trip for the following months. 
Restaurants and hotels are recording an 80-90% lower sales. At the industry level, we mainly relate 
to manufacturing, as it counts for 80% of the industrial production. (Tataru, 2020a) 

In terms of unemployment, more than a million jobs have been either terminated or temporarily 
paused between 16 March and 30 April according with the Ministry of Labor. By 7 May, over 
325.000 employment contracts have been ended as a response to the pandemic. Most of the 
terminated contracts are out of the automotive sector with a total of 58.837 contract, also affecting 
sectors such as manufacturing and construction. Approximately 900.000 employees have 
suspended contracts. (Fair Wear, 2020) 

The National Institute of Statistics (NIS) is continuously focused on measuring the impact of the 
pandemic in the Romania's economy, issuing monthly reports on the actual economic situation. In 
the table below there will be presented a summary of the all the reports that NIS released recently:  
Indicator Evolution of the 1.I-30.IV.2020 period compared to the 1.I-30.IV.2019 period 
Wholesale Turnover The volume of wholesale turnover (except motor vehicles and motorcycles) 

increased, as gross series, by 8.0% and increased, as adjusted series according to the 
number of working days and to seasonality, by 4.6%.  (INS, 2020a) 

Travel expenses of 
non-residents 

The most affected sector by the inflicted measures is tourism. By restraining direct 
contact between people, the impossibility of moving individuals for tourism 
objectives, closing tourist reception structures or transforming tourist 
accommodation structures into reception facilities with quarantine regime. 
In this context, statistical research in the field of tourism was affected in terms of 
quality and completeness of statistical information collected, which led the NIS to 
review both the calendar of press releases and the calendar of statistical 
publications, so there are no available data. 

Turnover of market 
services rendered 
mainly to enterprises 

The volume of turnover of market services rendered mainly to enterprises increased, 
as gross series, by 7.9% and augmented, as adjusted series according to the number 
of working days and to seasonality, by 7.2%.   (INS, 2020b) 

Construction works The volume of construction works augmented, as gross series, by 26.5% and rose, as 
adjusted series according to the number of working days and to seasonality, by 
26.5%. (INS, 2020c) 

Turnover in trade and 
services provided to 
the population 
 

The volume of trade with motor vehicles and motorcycles decreased, as gross series, 
by 14.7 % and decreased as adjusted series according to the number of working days 
and to seasonality, by 13.1%.  
The volume of services provided to the population, as gross series, decreased by 254 
% and dropped as adjusted series according to the number of working days and to 
seasonality, by 23.5 %. (INS, 2020d) 

Source: Author data extraction from INS Reports  
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Additionally, according to National Trade Register Office, the registration number of natural 
and legal persons has decreased by 47% in period 01.01.2020 – 30.04.2020 compared to the same 
period from the previous year, from 56.176 to 29.780. (ONRC, 2020) 

The World Bank developed a real-time database that tracks measures implemented by countries 
to support the Small and Medium Enterprises (SME) to mitigate the impact of the COVID-19 
pandemic. According to the World Map database, the following measures were implemented in 
Romania (excluding those related to containment, travel restrictions, closure of universities, 
cancellation of public events, obligatory shut down of economic activities) (The World Bank, 
2020a):  
(1) Fiscal measures: fiscal stimulus packages and tax deductions on the corporate income tax and 

Value Added Tax (VAT) exemptions on imports of medical and sanitary devices. 
(2) Health system measures: risk bonuses of EUR 500 per month for the medical staff in direct 

contact with the coronavirus (EUR 100 million), financial support to quarantine centers (EUR 
30 million), and the purchase of medical and protective equipment (EUR 350 million). 

(3) Income support measures for individuals and households excluding tax and contribution 
changes: the state will finance 75% of the gross salary of employees in technical 
unemployment (up to 75% of the average gross wage) in firms affected by the pandemic; One 
parent can have paid leave (75% of the gross salary, up to 75% of the standard gross average 
salary) when a child's educational institution is temporarily shut down by authorities due to 
extreme circumstances. 

(4) Tax and contribution policy changes: bonus for the payment of the corporate income tax in 
April for all companies (reduction of 5% for large companies, 10% for medium businesses and 
microenterprises), and VAT exemptions on imports of medical and sanitary devices related to 
combat the virus. 

(5) Deferral of taxes and social security contributions and bringing forward: the payment deadlines 
for local taxes (cars, building, land) have been postponed to end of June. The government also 
announced tax relief measures, including the acceleration of VAT refunds, the suspension of 
most tax audits and foreclosures on overdue debtors, amendments to the tax debt restructuring 
program, and calculation of the corporate income tax base. 

(6) Loan guarantees by the state benefiting private borrowers: the state guarantee scheme has been 
expanded, and subsidized interest rates for small and microenterprises will be temporarily 
allocated (budget up to EUR 3.1 billion). 

(7) Monetary policy: on March 20, 2020, the National Bank of Romania (NBR) cut the interest 
rate to 2.0 % to hinder the economic fallout. Additionally, the NBR lowered its landing rate 
facility to 2.50% from 3.50% and committed to provide liquidity to banks via repo transactions 
and purchase leu-denominated debt on the secondary market. (Jackson, et al., 2020, p. p. 76) 

(8) Prudential regulation: Banks are allowed to use capital buffers and operate with a lower 
liquidity ratio. Credit institutions are permitted to temporarily reduce or suspend loan 
amortization payments without applying the regulatory provisions on indebtedness, the loan-to-
value limit, and the maximum maturity of consumer credit. 

(9) Support to individuals and households: Loan payments can be suspended for nine months for 
individuals and firms affected by the outbreak. 

(10) Support for companies: SMEs obtaining an emergency certificate can benefit from an 
extension of the payment deadlines for utility services (electricity, natural gas, water, 
telephone, and internet services) and rents. 

 
The pandemic also affected Romania's objective to propel the country's growth and drive it 

forward in both an expansive and inclusive way. According to the Country Economic 
Memorandum, Romania aims to build more reliable human capital and boost market competition. 
(World Bank Group, 2020) The epidemic lockdown has exposed the inequality of educational 
opportunities between rich and poor, and between areas of the country and drastically hindered 
business performances and competition.  (De Rosa & Valerio, 2020) 
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Considering the actual context and Romania's prior objective to strengthen its competitiveness 
and become more attractive on the international global trade map by encompassing more upstream 
and downstream activities of the global value chain, the following measures and approaches are 
proposed: 

• Continuing implementing local measures and surveillance for a transparent competition, 
enabling reliable companies to drive the growth.  

• Supporting national producers to improve their productivity and become more visible on 
the international trading map through subsidies or affordable capital to invest in technology 
(e.g.: electrical, machinery, equipment; vehicle; furniture; cereal sectors.) 

• Foster innovation: the government should organize contests to collect ideas that can 
optimize the functioning in different sectors, and it should be opened to modify and 
implement the measures, as necessary. 

• Invest in specialists for the critical sectors of the economy – sending them in a regional 
program off-border to collect best-practices measures that could be realized at the national 
level (see the case of South Korean China with similar implemented programs).  

• Hiring and "borrowing" senior managers to spend 10-15% of their time on government 
regulatory issues. 

• Providing training programs that smoothly facilitate for some of the blue collars to 
transition to the white collars segment.   

• Supporting access to education in rural areas and support unfavored youth to complete 
school studies. 

• Continuing the investments in the infrastructure projects. 
 

5. Conclusions 
 

Only a more competitive economy and renewed attention to human capital can help Romania 
quickly rebound from the current crisis with a more solid productive base and a more inclusive 
society. Competition is an essential engine of the country's future success, and it should be nurtured 
even amid the existing difficulties. The past two decades have taught Romanians that openness to 
the world and free competition among its enterprises mean better jobs, more opportunities, and 
higher income. 

Preserving competition in the economy and investing in human capital are the keys to a robust 
economic recovery. These measures can help lay the foundations for more inclusive and 
sustainable growth that benefits all Romanians. 

Considering the pandemic disruptions, Romania is expected to experience a "V" shape recovery: 
the sharp decrease registered in 2020 will be offset by an outstanding recovery in 2021. 
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Abstract 
 

The financial investigation is an important process in carrying out the prosecution, particularly 
concerning economic and financial cases, which involves the collection, obtaining and analysing of 
data and information necessary for the tracking and identification of goods obtained or used in the 
commission of such offences. 

The investigation of economic and financial crimes is an activity which involves collecting and 
linking legal, economic and financial data, with the aim of identifying and proving criminal activity 
and taking precautionary measures with regard to the proceeds of crime, i.e. the confiscation or 
the recovery of the damage caused by them. 

The purpose of the article aims to identify the errors that may occur in the application of 
incidental procedures in the field as well as to highlight the best practices for successful 
application of precautionary measures of special and extended confiscation during criminal 
proceedings. 
 
Key words: confiscation, crime, illicit, investigation, prosecution. 
J.E.L. classification: K42 
 
 
1. Introduction 
 

The financial investigation is an important process in carrying out the prosecution, particularly 
concerning economic and financial cases, which involves the collection, obtaining and analysing of 
data and information necessary for the tracking and identification of goods obtained or used in the 
commission of such offences. The results of the financial investigation are fleshed out in evidence 
as part of all the prosecution material, which will serve to resolve the criminal case. 

In order to identify the appropriate ways of implementing the provisions of the law, this article 
aims to research the elements of legislative content, to analyse the practices used by the judicial 
bodies in the field, as well as to research specialized bibliographic sources. 

 
2. Theoretical background  

In order to deepen the legislation in force on precautionary and confiscation measures, we 
studied the Criminal Code and the Code of Criminal Procedure.  

From the study of the specialized literature in the field, several authors were highlighted, who 
analyzed the issue of confiscation, among which we mention: Phd Professor Marius Pantea teacher 
at the Police Academy with the works “Fraud Investigation”, “Economic-Financial Crime 
Investigation”, “Forensic Methodology Applications in Fraud Investigation” which contain ample 
references to the analyzed subject. 

Another reference element is the work of Mr. Mirel Dumitru entitled "Economic crimes 
provided in the new Criminal Code" in which he took into account the latest decisions of the 
constitutional court and considered a multidisciplinary approach by initiating issues of substantial 
procedural and civil law, as well as civil procedure incidents on the criminal procedural level. 
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Another study worth mentioning is the work entitled "Extended confiscation" designed by 
Andrei Viorel Iugan which presents the relevant jurisprudence of the European Court of Human 
Rights and the Constitutional Court, for an in-depth study of extended confiscation compared to the 
standard required to respect rights and fundamental freedoms. 

Finally, it is worth mentioning the study entitled "Extended confiscation: between why and how 
much?" of the author Flaviu Ciopec 

This study represents a contribution to the understanding of the reception in Romanian criminal 
law of the original European message. The author considers that without displaying a rigid 
conservatism, the national criminal law had the traditional instrument of special confiscation, 
overlapping the extended confiscation, a circumstance that determines the question of why we need 
this new instrument of confiscation and did not stimulate the application of an institution that 
already exists. 

 
3. Research methodology 

 
The significance of this article arises from the objectives and directions of scientific research 

which have been based on the empirical research of the field, documentary study and as a result of 
the experience gained as a judicial police officer. The scientific approach has proposed a practical 
perspective on this evidentiary instrument by identifying the main ways of its implementation.  

The type of research used is a descriptive one for the purpose of documenting and 
understanding of phenomena and as research methods observation, document analysis and content 
analysis were used. The research methodology was achieved by reading several written sources and 
also by studying websites to learn information from several sources, thus using descriptive research 
for the purpose of documenting and understanding the phenomena.  
 
4. Findings 
 
4.1 Competent police structures 

According to Law No. 218/2002 on the organisation and functioning of the Romanian Police, 
The General Inspectorate of the Romanian Police is the main body of the police, with legal 
personality and overall competence, that directs, guides and controls the activity of subordinate 
police structures, fulfills tasks of research and investigation of serious offences, specific to 
organised crime, economic and financial crime, other offences subject to criminal cases under the 
supervision of the Prosecutor's Office of the High Court of Cassation and Justice, as well as any 
other tasks given in its jurisdiction by law. 

Regarding the competence of the investigation of offences circumscribed to economic-financial 
or banking crime, it is the responsibility of the Directorate for the Investigation of Economic 
Crime, which operates within the General Inspectorate of the Romanian Police. 

The Directorate of Investigation of Economic Crime functions as a specialized unit in the field, 
ensuring the uniform implementation of the normative acts in force and having as its priority, the 
prevention and combating of crime circumscribed to the economic and financial field under the 
direction and control of the appointed prosecutors, in accordance with the legal provisions. Based 
on modern European principles, the work of the Economic Crime Investigation Directorate is based 
on new working practices, supported by innovative systems. In general terms, it is intended to be a 
proactive and reactive police management, which means ensuring a way of organisational 
management adapted to current and prospective requirements, which will create the capacity to 
respond adequately to the increasingly complex operating conditions, with a view to achieving a 
modern, flexible structure compatible with similar institutions within the European Union 
(https://www.politiaromana.ro/ro/politia-romana/unitati-centrale/directia-de-investigare-a-
criminalitatii-economice.)  
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4.2 The necessity of establishing the financial profile 
In particular, the Economic Crime Investigation Officer does have the following prerogatives:  

a) organises and carries out the work of gathering information for the purpose of ascertaining 
offences circumscribed to financial economic crime; b) under the coordination and supervision of 
the case prosecutor carries out criminal proceedings in the criminal cases assigned to him;                     
c) collaborates with other information structures for the purpose of obtaining information in order 
to prevent and combat economic crimes; d) solves applications or petitions which concern the field 
of activity and which do not represent any of the referral methods provided for by law; e) carries 
out acts of prosecution on the basis of delegation orders in the cases involving offences falling 
within the exclusive competence of the prosecutor; f) carries out financial investigations with a 
view to ordering the precautionary measures, confiscations and establishing the financial profile of 
the person under investigation. 

The investigation of economic and financial crimes is an activity which involves collecting and 
linking legal, economic and financial data, with the aim of identifying and proving criminal activity 
and taking precautionary measures with regard to the proceeds of crime, i.e. the confiscation or the 
recovery of the prejudice caused by them. 

The financial investigation activity is carried out at the same time as the prosecution activity, 
also having a complex role, in the sense that it focuses simultaneously on both the crime generating 
illicit profits and the study of financial flows. 

Furthermore, the financial investigations are tools for a dynamic activity of identifying and 
freezing the proceeds of the crime, with the aim of preventing their disappearance or their 
introduction into the legal economy or their use in other criminal actions. 

The economic and financial data and information obtained as a consequence of the financial 
investigations may be used productively to prove the criminal activity from which the amounts of 
money to be subject to special confiscation or extensive confiscation have resulted. 
The activity of financial investigation, unlike prosecution, is not limited only to the perpetrators 
and participants, but it also extends to a circle of third parties resulting from the financial 
investigation, which can lead to the genuine beneficiary who has the task of taking decisions. 

The proceeds of financial investigations are being materialised in a report to be used as evidence 
and intended to facilitate the understanding of the functioning of the criminal organisations, of the 
financial flows and of the presentation of the factual situation in its entirety, in a logical sequence, 
by the criminal investigation bodies. 
 
4.3. The Objectives of the financial investigation 
 
4.3.1. Ways of achieving the financial profile 

In order to establish a financial profile of those who commit crimes of economic nature, which 
could help to identify assets acquired in illicit manners, it is necessary to be undertaken the 
following activities for each asset or liability: establishing the exact moment of the aquisition of the 
goods; the identification of the person with whom the transaction was concluded; discovering the 
ways of using the acquired count; the identification of sales actions of the goods; the identification 
of the consignee of the sale; establishing the method of payment; finding out the sources of the 
amount of money obtained. 

In order to properly create a financial profile, the analysis of the actual income (assets and 
expenditure) acquired/conducted during the reference period will be carried out initially, then the 
revenues obtained from lawful sources in the relevant period will be analysed. 

For the analysis of the genuine income acquired and expenses incurred in a certain period of 
time, the following will be taken into account: movable property (cars, motorcycles, aeroplanes), 
immovable property (houses, land), sums of money found during house searches, significant 
expenses made (excursions, purchase of jewellery or precious art),  loans granted, paid-up loans, 
grants, fees or charges, rates relating to loans to banking institutions, life or health insurance, 
performance of contract obligations, the conclusion of simulated contracts. 
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For the verification of revenues obtained from lawful sources in the reference period, the 
following will be considered: salaries, wages or allowances of members of the board of directors, 
pension income, self-employed income, farm or fishery income, gifts, legacies, donations received, 
income from dividends, rental money, intellectual property rights, etc. 

Therefore, the comparative analysis of the two types of income is carried out, establishing the 
real/genuine income. Following the analysis, the difference between the real and the lawful 
revenues may be the subject of extensive confiscation. 
 
4.3.2. Databases and institutions which can be demanded to provide useful information for 
the financial investigations  

For the purpose of financial investigations, judicial bodies may submit requests to various state 
institutions, legal persons or online sources in order to obtain data and information of interest to the 
case. Therefore, it is possible to request and access information from several online sources: in 
order to obtain financial ratios of companies, http://www.mfinante.ro/agenticod.html can be 
accessed; in order to obtain declarations of wealth and interests, declarații.integritate.eu may be 
accessed;  public procurement can be checked on http://www.e-licitatie.ro;  requests can be sent via 
the law enforcement portal to PAYPAL, Western Union and Ebay. 

Property information may be requested from the following institutions: Directorates of Local 
Taxes and Duties (they possess information on cars or immovable property owned by citisenzs for 
whom there is an open tax role and for local taxes are paid); DRPCIV (keeps information on 
vehicles owned by citisenzs). Local or regional financial administrations; National Agency for Tax 
Administration; CEDAM database (which is managed by the Financial Supervisory Authority, 
which includes all compulsory RCA car liability insurances concluded on the territory of 
Romania); DEPABD (M.A.I. database, which provides information on the person's identification 
data, domicile or residence history); National Bank of Romania (which can provide information on 
the loan situation); General Directorate for Customs (providing information on import and export 
operations); banking institutions (may provide documents submitted for the application of a bank 
loan, signature specimens, declarations of the provenance of the amounts deposited in cash); 
Labour Inspectorate (holds information on employees and employers); National Naval Authority 
(holds information on craft listed in the names of citisenz; Romanian Civil Aviation Authority 
(holds information on aircraft in support of a natural or legal person and registration history); 
National Health Insurance Fund or National Public Pension Fund (may provide data on 
declarations submitted on pension, unemployment and health insurance contributions); National 
Office for the Prevention and Combating of Money Laundering(on information relating to possible 
financial analyses carried out on different subjects); ANCPI(information on immovable property); 
General Inspectorate for Immigration within the  Ministry of Internal Affairs (information related 
to the situation of foreign nationals); The Central Depositary and financial investment services 
companies (provide information on shares held by a natural or legal person); Romanian Copyright 
Office (provides information on copyright and related rights); Electronic Archive of Real Mobility 
Guarantees (contains a system for registering mortgages). 
 
4.3.3. Taking precautionary measures and the confiscations 

The judicial bodies have the duty to identify all goods or amounts of money derived from 
criminal activity which form the subject of the case. The Financial investigations must also cover 
all movable or immovable property owned by/ in the possession/detention of the suspect, the 
defendant, the civilly responsible person or the other third parties in situations where the 
precautionary measures are to be taken for the reason of special confiscation, extended confiscation 
or for the reason of guaranteeing the enforcement of the sanction of the fine or judicial expenses or 
compensation for the damage caused by the offence. 

According to law (Lupașcu D., 2019,  p.303-305), during criminal prosecution, the prosecutor 
may take precautionary measures, by order, to avoid hiding, destruction, the transfer or the removal 
from prosecution of movable or immovable property which may be the subject of special or 
extended confiscation or which can serve to guarantee the execution of the penalty of the fine or 
legal expenses or the compensation of the damage caused by the offense. The precautionary 
measures consist of freezing the goods by the impositioning of a seizure on them. In order to 
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guarantee the enforcement of the penaly of the fine, precautionary measures may be taken only on 
the goods of the suspect or of the defendant. Precautionary measures concerning the special or 
extended confiscation may be taken on the property of the suspect or defendant or of other third 
parties in the property or possession of the goods to be confiscated. Preservation measures to mend 
the damage caused by the crime and to secure the execution of legal costs can be taken on the 
assets of the suspect or defendant and of the person responsible, up to the presumable value of the 
of the proceedings. 

The judicial body carrying out the seizure is the seizure is urged to identify and assess the seized 
goods and may, if necessary, use audiors or specialists. Short-lived goods, objects made of metals 
or precious stones,  domestic securities, art and museum pieces, valuable collections, as well as 
amounts of money subject to seizure will be compulsorily collected. Perishable goods are handed 
over to the competent authorities in agreement to their activity profile, that are supposed to receive 
and assess them shortly. Precious metals or stones, or pieces made out of them and foreign 
currencies, are deposited at the nearest bank. Domestic securities, art or museum pieces and 
expensive collections are handed over for preservation to specialized institutions. The items which 
were picked up shall be handed over within 48 hours of the time it were picked up. If the objects 
are highly necessary for the prosecution, for the preliminary chamber procedure or the trial, the 
handing over shall be made at a later date, but not later than 48 hours after a definitive solution has 
been reached. Seized items are being kept until the seizure is lifted.  The amounts of money are 
being recorded, as appropriate, to the name of the suspect or the defendant or of the person civilly 
responsible, at the disposal of the judicial body which ordered the establishment of the seizure, to 
which the receipt of the sum shall be handed over, no later than 3 days after the money was 
collected or the goods were monetized. 

According to the law (Bodoroncea G., Cioclei V., Kuglay I., Lefterache L., Manea T., Nedelcu 
I., Vasile F. M,. 2014 , p. 255, 260-261), in order to solve the criminal case in all aspects, the 
judicial bodies may order the measure of special confiscation and extended confiscation. 

In accordance with Article No. 112 of the Penal Code, are subject to special confiscation: the 
assets derived from the commission of on offence regulated by the criminal code; assets that have 
been used in any way or planned to be used in the commission of an act regulated by criminal code, 
if they belong to the criminal or if, belonging to different person, he has known the goal of their 
use; the assets used, immediately after the act, to secure the escape of the criminals or the 
preservation of the use or product gained, if they belong to the criminal or if, belonging to different 
person, he was aware of the purpose of their role; assets that have been given to complete the 
commission of an act provided for by criminal code or to reward the criminal; goods acquired by 
the commission of the offence regulated by criminal code, if they are not given back to the 
prejudiced person and or if they do not serve to compensate him; property of which the possession 
is prohibited by criminal law. Except for assets from the commission of the offence regulated by 
criminal code, if the assets subject to confiscation are not identified, money and assets may be 
confiscated up to the amount of their value. 

The extended confiscation security measure, regulated by Article 112 of the Penal Code, is a 
variety of the security measure of confiscation and represents a forced and free passage into the 
state ownership of certain property belonging to the person who commited a crime of certain 
gravity, individualized by the legislator (it is punishable with a penalty of 4 years' imprisonment or 
more and is liable to obtain material benefits) , belonging to the convicted person or to a third party 
who transferred assets to a family member, to persons with whom the criminal actually has family-
like connections or to a legal person over whom he had control. In contrast to some of the 
hypotheses envisaged by the special confiscation, in the case of extended confiscation it is 
mandatory that the person has been convicted of committing a crime or of any offences falling 
within the description of the legislature – the expression being in all cases in manner: 'if the person 
is convicted', 'the value of the property acquired by the convicted person' , "the transfer by the 
convicted person" (https://www.juridice.ro/488766/corelatia-dintre-confiscarea-extinsa-si-
investigatia-financiara-procesul-penal-roman.html). 

Therefore, in accordance with Article No. 112 of the Penal Code, in the case of most economic 
offences, the extended confiscation may be ordered if the value of the property acquired by the 
convicted person, within a period of 5 years before and, where appropriate, after the time of the 
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offence, until the date of issue of the document of referral to the court, clearly exceeds the revenue 
obtained by the convicted person. In this situation, the court must be convinced that the assets in 
question are derived from criminal activities. In order to carry out the extended confiscation, 
account will also be taken of the value of the goods transferred by the sentenced person or by a 
third party to a family member or legal person over whom the sentenced person has control. By 
assets, the amounts of money are also presumed. In establishing the difference between the lawful 
income and the value of the acquired assets, account will be taken of the value of the assets at the 
time of its purchase and the expenses incurred by the sentenced person, members of his family. If 
the goods subject to confiscation are not identified, money and property will be confiscated  up to 
the value of the assets. Assets and money gained from the exploitation of assets subject to 
confiscation, as well as the goods produced, will also be confiscated 

 
5. Conclusions 
 

The commission of economic offences causes considerable property damage and may lead to 
the destabilisation of society. Thus, in order to solve such crimes, it is necessary to improve the 
bodies specialised in the investigation of economic crime assuming the existence of knowledge of 
specility. 

Therefore, in order to take precautionary measures which may be subject to special confiscation 
or extended confiscation or which may serve to guarantee the execution of the penalty of the fine, 
the legal costs or the repair of the damage caused by the commission of offences in judicial 
practice, the concept of financial investigation has emerged, which involves obtaining custom data 
and information in relation to the specifics of the offence which is the subject of the criminal case. 
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Abstract 
 

The demand for mountain tourist destinations represents an important segment of the tourist 
demand in Romania. It recorded an oscillating evolution during the last three decades (1990-
2019), the causes being complex, of economic, social and political nature. 

The significant increase of tourism demand in recent times is the effect of implementing 
coherent action plans, coordinated at the national level and supported by certain government 
measures to encourage the tourism industry. These involved both investments in tourism 
infrastructure and in the marketing and promotion of Romanian destinations. At the same time, 
tourism operators have understood that a diversified, tourist-oriented offer that meets tourists’ 
specific needs is the only way to cope with competition on the regional tourism market and many of 
them have acted in this direction. 

The further development of the tourist access infrastructure and facilities in the areas with high 
tourist potential, as well as the rehabilitation of some tourist attractions represent the strategic 
directions of action in order to continue this favorable trend. 
 
Key words: tourism indicators, mountain tourism demand, Romanian mountain destinations 
J.E.L. classification: Z30, Z32, L83 

 
 

1. Introduction 
 

The aim of this paper is to analyze, from a quantitative point of view, the evolution of tourist 
demand for the Romanian mountain resorts, during the last three decades, in order to draw 
pertinent conclusions on the future evolution trends. 

The number of tourists (arrivals) and the number of overnight stays, as important indicators of 
the tourist flow, are analyzed both nationally and structured by type of destination, but with 
emphasis on the mountain area, to highlight the contribution of mountain tourism to the global 
market. Although their overall evolution is favorable, the problems Romanian tourism is facing 
with cannot be ignored. Improvement trends may be observed and they are also reflected in the 
monitored indicators. But efforts in this direction must continue. 

The future priorities, able to ensure the growth and competitiveness of mountain tourism, 
include the development of a complex tourist offer, making the most of existing natural and human 
resources, in correlation with the conservation of the environment and heritage, as well as a 
sustained and efficient tourism promotion, to ensure a distinct identity of the local offer of 
mountain tourism on the specific European market. 

 
2. Literature review 

 
The main current trends of tourism are: the increase in the number of tourists; more regions and 

countries entering the tourist circuit; more holidays and free time; the decrease of the average 
duration of stay and several stages of rest leave; the strong increase of the tourist demand, but also 
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of the supply. The main factors that have influenced the increase arrivals in the current stage are: 
the increase of the population's income; expanding the habits of traveling; changing population’s 
traditions and preferences. Other causes that stimulated the development of national tourism are: 
diversification of the offer of tourist services; increasing the role of promotional activity in tourism; 
improving national legislation to stimulate tourism; the involvement of the central and local 
political power in the development of the tourist activities; the national and local strategies and 
programs in the field of tourism; ensuring the permanent training of the staff employed in tourism; 
educating the population to consume tourist products and services (Milin et al, 2005). 

In preparing this paper, we consulted a series of works from the specialized literature, from 
which we selected the most interesting ideas and practices. The information from statistical sources 
represented the starting point in the documentation process involved in conducting a study of 
tourism demand analysis, especially targeting the quantitative side (Cocean and Dezsi, 2001). We 
consulted official documents and statistics compiled by some public authorities in Romania or 
other European countries. 

 
3. Research methodolody 

 
In this paper, we used the theoretical research, the analysis and the synthesis. The theoretical 

research consisted in the study of the specialized literature. The study was conducted based on the 
analysis, processing and interpretation of the most significant indicators of tourist demand (number 
of tourists and their structure, overnight stays, average length of stay, density of tourist flow). 

The research methodology was based on the analysis and interpretation of data provided by the 
National Institute of Statistics (tourism chapters from the Romanian Statistical Yearbooks, 1990-
2019; Romanian Tourism. Statistical Brief, 1999-2019), using descriptive statistics. 

Through the method of graphical modeling, we made suggestive diagrams for each indicator, 
using the application Microsoft Office Excel. The data tables were interpreted to conclude on the 
evolution and structure of the main indicators of tourism demand for the mountain destinations; in 
addition, we made comparisons with the existing situation at national level. 

 
4. Findings 
 

The evolution of the tourist demand indicators for Romania in the last three decades 
The number of tourists (visitors) or tourist arrivals is the most important indicator of the tourist 

flow (Minciu, 2000; Stănciulescu et al, 2009). This is a physical, quantitative indicator, analyzed in 
evolution (over a period of 30 years) at national level and structured by types of destinations (to 
make comparisons with the mountain area), by the origin of tourists (domestic and international) or 
by their preference for accomodation. 

This indicator has shown some significant fluctuations in the last 30 years (Figure no. 1, Table 
no. 1). It decreased significantly between 1990-2003: from a peak of 12.2 million tourists in 1990, 
to values by almost two thirds lower in the following years (1992-1995), followed by another 
period of steady decline since per year (1996-2002)), with values varying to about 5 million tourists 
by the end of that period (and at least 4.8 million tourists in 2002). The causes were complex, of 
economic, social and political nature, related to the post-1989 December transition period: the 
decrease of the living standard of the resident population (unemployment, low incomes), the 
continuous increase of the tariffs for tourist services, the decrease of services in many Romanian 
resorts, the political instability, the insufficient tourism promotion on foreign markets (Țigu, 2001), 
the inadequate coordination of tourism at national level (frequent changes within the Ministry of 
Tourism, and an incomplete, outdated tourism legislation – the Tourism Law is still in stage of 
project). 

Starting with 2003, there was a steady increase in tourist arrivals, to over 7 million tourists in 
2008. The increase from 2004-2008 was due to the increase in income and living standards of the 
resident population. In 2009 and 2010, the value decreased sharply by 1 million tourists compared 
to previous years, due to the effects of the economic crisis. 
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Figure no. 1. The evolution of tourist arrivals in Romania, during the last 30 years (1990-2019) 

 
Source: data taken and processed from the Statistical Yearbooks of Romania 1990-2020 and Tourism of 
Romania. Statistical Briefing, 1999-2019, INS, www.insse.ro 

 
Starting with 2011, there was a significant increase (over 0.5 million tourists annually) in 

arrivals (a trend that is also evident worldwide, where only in 2009 there was a regression in the 
number of international tourists). The Ministry of Regional Development and Tourism carried out, 
in the period 2009 - 2012, significant investments in the tourist infrastructure and in the marketing 
and promotion of the Romanian destinations, both from the European funds and the state budget. 
Thus, almost 820 million euros were allocated for the development of tourism, compared to 20 
million euros allocated in the period 2006–2008. During this period, tourism development was 
achieved by implementing coherent action plans to coordinate the field: the Strategic and 
Operational Tourism Marketing Plan of Romania 2011-2015, the Strategic and Operational 
Tourism Marketing Plan for Bucharest 2011-2015, the Creation and Promotion Strategy of the 
National Tourism Brand, the National Strategy for Ecotourism Development, the National Strategy 
for the Development of Spa Tourism. 

During the last 5 years (2015-2019), there was an unprecedented increase in the number of 
tourists, over 12 million tourists in 2017, a value reached only during the communist period (Figure 
no. 1, Table no. 1), then 12.8 million tourists in 2018 and 13.2 million tourists in 2019. This is due 
to a better involvement of the Ministry of Tourism in the initiation and application of laws and 
reforms in the field of tourism, a better promotion of Romanian tourism, as well as an diversified 
offer of tourism operators. 

The significant increase of tourism demand in the last 5 years (2015-2019) was due to several 
government measures and state efforts to encourage the tourism industry: reducing tourism taxation 
to 5% (the lowest in the EU); implementation of the Master Plan for tourism; promoting Romania's 
unique tourist destinations, such as the Danube Delta; investments of national importance through 
the contribution of the Ministry of Tourism for the development of the ski area or of some tourist 
ports on the coast and in the Danube Delta; reconsolidation of Romania's position in the field of 
tourism by acquiring the function of President of the Executive Council of the UNWTO, during 
2017-2018; business tourism development; the budget for tourism increased significantly during 
this period, which led to long-term tourism development and Romania's increasing 
competitiveness; the development of local communities in areas with high tourist potential, by 
increasing public investment in tourism infrastructure; competitive development of tourism through 
identification, evaluation, prioritization by forms of tourism and efficient targeting of public 
investments; developing a network of internationally competitive tourist destinations; sustainable 
capitalization of local specificities and elements of national identity through tourism and promotion 
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of an integrated approach to tourism policy in the regions, through the sustainable development of 
tourism (www.insse.ro, Press Release No. 116 of 5 May 2020: Tourism in March 2020, National 
Institute of Statistics). 

Although the number of tourists tripled in the period 2002-2019, Romania has a high tourist 
potential, but poorly exploited. Romanian tourism faces a number of problems: tourism-specific 
infrastructure is largely damaged; cultural heritage is, in many cases, degraded; the training of 
tourism employees is not always appropriate; the low quality of tourist services compared to their 
high price; the transport infrastructure is poor (road, air), etc. 

The average value of the annual growth rate of tourism in the analyzed period was 0.96%, with 
maximums in the periods 2006-2007 (12.16%), 2010-2011 (15.78%) and 2014-2015 (17, 60%) and 
minimums in the periods 1993-1994 (-17.56%), 1995-1997 (-13%), due to political instability, 
declining quality of tourist services in many resorts and non-correlation of supply with high rates, 
insufficient promotion of mountain destinations on foreign markets and 2010-2009 (-16.73%), due 
to the financial-economic crisis. 

 
Analyzing the evolution and structure of tourism demand indicators for Romanian mountain 

destinations in the last three decades 
The demand for mountain tourism represents an important segment of the tourist demand 

(domestic and international) in Romania (Țigu and Simoni, 2015), holding shares between 
minimum 13.19% (in 1994) and maximum 17.02% (in 2019). The average value of the last 26 
years analyzed (1994-2019) is 14.82%, finding a share of 13-15% in the period 1994-2014 and a 
significant increase in the last 5 years (2015-2019). 

 
Figure no.2. The evolution of tourist arrivals in the Romanian mountain destinations, during the last 27 
years (1994-2019) 

 
Source: data taken and processed from the Statistical Yearbooks of Romania 1990-2020 and Tourism of 
Romania. Statistical Briefing, 1999-2019, INS, www.insse.ro 
 
In the analyzed period (1994-2019), the evolution of tourist arrivals in the mountain oscillated 

(Figure no. 3), corresponding to the existing situations at national level: a period of sharp decrease 
(1993-2002), with a minimum in 2002 (700,000 tourists), a period of growth (2003-2008) with 
values of almost 1 million tourists in 2007 and 2008, a decrease of 100,000 tourists corresponding 
to the economic crisis in 2008-2009, followed by a period of strong revival (2011-2019, in 
especially after 2015), when the maximum value of the entire analyzed period was also recorded 
(over 2.2 million tourists in 2019). Overall, the number of tourists in mountain tourist destinations 
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has increased 2.5 times in the last 26 years, from 924,000 in 1994 to 2,258,401 in 2019. Starting 
with 2017, record figures of more than 2 millions of tourists were recorded in the mountain tourist 
destinations. 
 

Table no. 1. The evolution and structure of tourist arrivals in mountain tourist destinations, compared to 
the national situation, during the last three decades (1990-2019) 

Tourist arrivals in Romania Tourist arrivals in Romanian mountain destinations 

Year 
Total tourist 
arrivals in 
Romania 

Annual 
growth rate 

(%) 

Romanian 
tourist 
arrivals 

Foreign 
tourist 
arrivals 

Year Total tourist arrivals in 
mountain destinations 

Annual 
growth 
rate (%) 

% total tourist 
arrivals in 
Romania 

Romanian 
tourist 
arrivals 

Foreign 
tourist 
arrivals 

1990 12297000 - 10865000 1432000 1990 * * * * * 

1991 9603000 -21.91 8309000 1294000 1991 * * * * * 

1992 8015000 -16.54 6830000 1185000 1992 * * * * * 

1993 7566000 -5.60 6718000 848000 1993 1121000 * 14.82 * * 

1994 7005000 -7.41 6149000 856000 1994 924000 -17,57 13.19 859000 65000 

1995 7070000 0.93 6310000 760000 1995 1056000 14.29 14.94 984000 72000 

1996 6595000 -6.72 5833000 762000 1996 918000 -13.07 13.92 856000 62000 

1997 5727000 -13.16 4894000 833000 1997 796000 -13.29 13.90 723000 73000 

1998 5552000 -3.06 4742000 810000 1998 821000 3.14 14.79 744000 77000 

1999 5109000 -7.98 4314000 795000 1999 790000 -3.78 15.46 718000 72000 

2000 4920000 -3.70 4053000 867000 2000 756000 -4.30 15.37 668000 88000 

2001 4875000 -0.91 3960000 915000 2001 750000 -0.79 15.38 662000 88000 

2002 4847000 -0.57 3848000 999000 2002 700000 -6.67 14.44 602000 98000 

2003 5057000 4.33 3952000 1105000 2003 748000 6.86 14.79 650000 98000 

2004 5639000 11.51 4280000 1359000 2004 836000 11.76 14.83 720000 116000 

2005 5805000 2.94 4375000 1430000 2005 828000 -0.96 14.26 715000 113000 

2006 6216000 7.08 4836000 1380000 2006 883000 6.64 14.21 786000 97000 

2007 6972000 12.16 5421000 1551000 2007 998000 13.02 14.31 879000 119000 

2008 7125000 2.19 5659000 1466000 2008 998000 0.00 14.01 893000 105000 

2009 6141000 -13.81 4865000 1276000 2009 831000 -16.73 13.53 750000 81000 

2010 6073000 -1.11 4727000 1346000 2010 815000 -1.93 13.42 728000 87000 

2011 7031606 15.78 5514907 1516699 2011 936000 14.85 13.31 839000 97000 

2012 7686489 9.31 6030053 1656436 2012 1121000 19.76 14.58 1008000 113000 

2013 7943153 3.34 6225798 1717355 2013 1241133 10.72 15.63 1113959 127174 

2014 8444030 6.31 6532213 1911817 2014 1284312 3.48 15.21 1152298 132014 

2015 9930496 17.60 7690518 2239978 2015 1528583 19.02 15.39 1356404 172179 

2016 11002522 10.80 8521698 2480824 2016 1748157 14.36 15.89 1565562 182595 

2017 12143346 10.37 9383266 2760080 2017 2019142 15.50 16.63 1800140 219002 

2018 12809887 5.49 10024482 2785405 2018 2176073 7.77 16.99 1960163 215910 

2019 13268756 3.58 10597048 2671708 2019 2258401 3.78 17.02 2066492 191909 

Source: data taken and processed from the Statistical Yearbooks of Romania 1990-2020 and Tourism of 
Romania. Statistical Briefing, 1999-2019, INS, www.insse.ro 
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In the period 2011-2019, the value of the annual growth rate of arrivals in the mountain area 
was significantly higher (over 19% in 2012 and 2015, 15.5% in 2017) than the national average, a 
gratifying fact for Romanian mountain tourism. 
 

Figure no.3. The evolution and structure of tourist arrivals in Romania, during the last 30 years              
(1990-2019) 

 
Source: data taken and processed with the help of the Microsoft Excel application from the Statistical 
Yearbooks of Romania 1990-2020 and Tourism of Romania. Statistical Briefing, 1999-2019, INS, 
www.insse.ro 

 
Figure no. 4. The evolution and structure of tourist arrivals in Romanian mountain destinations, during  
the last 27 years (1994-2019) 

 
Source: data taken and processed with the help of the Microsoft Excel application from the Statistical 
Yearbooks of Romania 1990-2020 and Tourism of Romania. Statistical Briefing, 1999-2019, INS, 
www.insse.ro; own photo of the Sorica ski slope in the Azuga mountain resort 
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This high demand for the mountain destinations was due to the promotion of winter sports in 
recent years, which led to a revival of the preference or interest of Romanians to practice them; in 
parallel, a series of ski areas in many traditional “white” mountain resorts (Poiana Brașov, Sinaia, 
Predeal, Busteni, Păltiniș) were arranged, redesigned or modernized, through investments carried 
out under the coordination of the Ministry of Tourism, with the appearance or relaunch of many 
smaller resorts for practicing winter sports (Rânca, Vidra, Arieșeni, Șuior, Parâng, Straja, etc.). 
There are currently 180 authorized ski slopes throughout the country. Rural tourism in mountain 
areas also developed during this period: more tourist villages and rural pensions and more 
European funds granted for rural development. Investments were also made and many of the 
mountain spas were revived, some of which had declined sharply after 1990. Investments were also 
made in the transport infrastructure, as some transcarpathian axes were modernized: Transalpina, 
Transrarăul, Olt Valley, Jiu Gorges, Bicaz Gorges, Timiș-Cerna Corridor etc. 

The mountain tourist destinations rank secondly in the Romanian tourists’ top of preferences 
and thirdly in the case of foreign tourists (Table no. 2, Figure no. 5). In 2019, over 2.2 million 
tourists preferred mountain destinations, meaning 17% of all tourists. The foreign tourists the 
preferred urban tourism (77.31%) and only 7.18% mountain tourism, while the preferences of the 
Romanian tourists were more diversified: 39.63% urban tourism, 19.5% mountain, 10.56% seaside, 
10.33% spa. The share of foreign tourists in mountain destinations is considerably lower than at 
national level. Instead, the preference of Romanian tourists for the mountain area increased by 3-
4% in the last 26 years, with a maximum of 19.5% of preferences in 2019, when the maximum 
value of the analyzed was registered, over 2 million Romanian tourists. 

In 2019, in the mountain tourist destinations, the number of Romanian tourists represented 
79.9% of the total arrivals. Compared to 2018, the number of arrivals increased by 3.6% in total, 
the number of Romanian tourist arrivals increased by 5.7%, and that of foreign tourists decreased 
by 4.1%. 

 
Table no. 2. The structure of tourist arrivals by types of destinations in Romania (2019) 

2019 u.m. Total Seaside 
resorts Spas Mountain 

resorts 

Danube 
Delta 

including 
town Tulcea 

Bucharest 
and county 
seat cities 

Other 
localities 

and tourist 
routes 

Total 
tourist 
arrivals 

tourists 13268756 1153682 1129314 2258401 166411 6265358 2295590 

% 100 8.69 8.51 17.02 1.25 47.22 17.30 

Foreign 
tourists 

tourists 2671708 34281 34361 191909 20405 2065479 325273 
% 100  1.28 1.29 7.18 0.76 77.31 12.17 

Romanian 
tourists 

tourists 10597048 1119401 1094953 2066492 146006 4199879 1970317 
% 100  10.56 10.33 19.50 1.38 39.63 18.59 

Source: data taken and processed from the publication Tourism activity in 2019, No. 4 - 2019, 2020, INS, 
www.insse.ro 

 
Regarding the structure of tourist arrivals by accommodation units in 2019 (Table no. 3), most 

tourists in the mountain area preferred hotel accommodation (51.96%, compared to the national 
average of 70.48%), followed by agritourism pensions (20, 17% compared to 9.04% national 
average), tourist pensions (11.79% compared to 9.27% national average), tourist villas (6.97% 
compared to 3.46% national average) and chalets (5.12% compared to the national average of 
1.15%). This higher preference of mountain tourists for accommodation units such as guesthouses, 
villas and cottages reflects the specificity of tourism activities in the mountain area (hiking, 
mountaineering, adventure tourism, speleotism, ecotourism, rural tourism, etc.) and the 
corresponding accommodation units.  

We also noticed some differences in foreign tourists' preferences for accommodation in 
mountain areas: higher shares for hotels (70.34% foreign tourists versus 50.24% Romanian tourists, 
reflecting their higher expenses for accommodation) and campsites (2.06% foreign tourists versus 
0.16% Romanian tourists, reflecting their preference for hiking, climbing, mountain biking and 
implicitly camping – we should mention the considerable number of foreign tourists hiking the 
trails that cross the Romanian Carpathians, especially their ridges). 
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In case of accommodation comfort degree, most tourists din destinațiile montane preferred 3 
star (48%) and 4 star (23%) units (table 4) in 2018 (the latest data provided by the National 
Institute of Statistics). The order of preferences is reversed for the Romanian tourists (3 stars 
49.39% and then 4 stars 31.25%), compared to foreign ones (4 stars mostly 46.77%, followed by 3 
stars 37.53%). 

 
Table no.3. The structure of tourist arrivals in Romania and in mountain destinations by types of 
accommodation units and by the origin of tourists (2019) 

Accommodation 
units (2019) 

Total 
tourist 
arrivals 

Romanian 
tourist 
arrivals 

Foreign 
tourist 
arrivals 

% 
total 

Mountain 
destination 

arrivals 

Romanian 
tourist arrivals 

in mountain 
destinations  

Foreign 
tourist 

arrivals in 
mountain 

destinations 

% 
total 

Total 13268756 10597048 2671708 100 2258401 2066492 191909 100 
Hotels 9352239 7043134 2309105 70.48 1173370 1038368 135002 51.96 
Hostels 392279 316545 75734 2.96 27373 25885 1488 1.21 
Motels 276928 262719 14209 2.09 25043 23619 1424 1.11 
Inns 2911 2857 54 0.02 0 0 0 0.00 
Vilas 459406 420412 38994 3.46 157402 149675 7727 6.97 
Tourist chalets 152433 143628 8805 1.15 115620 110080 5540 5.12 
Tourist pensions 1230610 1112301 118309 9.27 266175 249413 16762 11.79 
Agrotourism 
pensions 1199322 1106927 92395 9.04 455423 436912 18511 20.17 

Campings 60213 51314 8899 0.45 7365 3401 3964 0.33 
Tourist stops 25152 24585 567 0.19 6467 6343 124 0.29 
Holiday villages 6243 5200 1043 0.05 3029 2935 94 0.13 
Bungalows 38458 36519 1939 0.29 7857 6773 1084 0.35 
Camps for students 
and preschoolers 46949 46874 75 0.35 9117 9089 28 0.40 

Source: data taken and processed from the publication Tourism Activity in 2019 (2020), Tourism Statistics 
Series, No. 4/2019, National Institute of Statistics, www.insse.ro 

 
Table no. 4. Structure of tourist arrivals in the mountain area, by accommodation comfort degree (2018) 

 Total 5 stars 4 stars 3 stars 2 stars 1 star uncla- 
ssified 

Arrivals in mountain destinations 2217110 61667 726930 1069087 295277 43469 20680 
Share of total arrivals in mountain 
area (%) 100.00 2.78 32.79 48.22 13.32 1.96 0.93 
Romanian tourist arrivals in 
mountain area 1997812 56611 624373 986789 270978 39380 19681 
Share of total Romanian arrivals in 
mountain area (%) 100.00 2.83 31.25 49.39 13.56 1.97 0.99 
Foreign tourist arrivals in 
mountain area 219298 5056 102557 82298 24299 4089 999 
Share of total foreign arrivals in 
mountain area (%) 100.00 2.31 46.77 37.53 11.08 1.86 0.46 

Source: own processing of the data taken from Romanian Tourism. Statistical Abstract, National Institute 
of Statistics, 2019 
 
The oscillations of the overnight stays indicator are directly proportional to those of arrivals 

(Figure no. 5): maximum values in the period 1993-1996 (over 3 million overnight stays); 
minimum values in 2002 (1.8 million overnight stays) and during the economic crisis of 2009 (1.8 
million overnight stays) and 2010 (1.8 million overnight stays); subsequently, there was an upward 
trend in the period 2011-2014 (year in which the overnight stays in the mountain area reach the 
value of 2.8 million tourist days) and strongly upward starting with 2015 (4.7 million overnight 
stays in 2019). 

In 2019, out of the total of 4,544,949 overnight stays, those of the Romanian tourists 
represented 92% (4,330,823 overnight stays), and those of the foreign tourists 8% (380,680 
overnight stays). Compared to 2018, the total number of overnight stays in the mountain area 
increased by 3.6%, the number of overnight stays of Romanian tourists increased by 5.4%, that of 
foreign tourists decreased by -12.6%. 
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The average length of stay in the mountain area registered a downward evolution (Figure no. 6), 
from over 3 days in the period 1993-1998, to a longer period of slight decrease, with average 
values of approximately 2.3 days in the last 21 years analyzed (1999-2019). The average value of 
the 27 years analyzed (1993-2019) was 2.54 days. 

 
Figure  no. 5. Evolution of overnight stays in mountain accommodation units in the period 1993-2019 

 
Source: own processing of statistical data from Tourism Activity in 2019 (2020), No. 4/2019, National 
Institute of Statistics, using the application Microsoft Excel  
 
Figure no. 6. The evolution of the average length of stay in mountain destinations, from 1993 to 2019 

 
Source: own processing using the application Microsoft Excel 

 
Tourism flow density provides information on how solicited a destination is, and on the indirect 

measures that should be taken to ensure tourists’ satisfaction without disrupting residents’ activity 
or having undesirable effects on the environment. This indicator was calculated by reporting the 
number of tourists to the surface of the Romanian Carpathians (Tourism flow density 2019 = 
2,258,401 tourists: 66,300 sq.km = 30.06 tourists / sq.km). This value is lower value compared to 
the national average of 55.65 tourists / sq.km (due to the large extent of these mountains on 28% of 
the national territory). 

For the entire tourism and hospitality industry, the year 2020 is certainly a turning point in terms 
of future trends. Tourism is perhaps the economic sector most affected by the COVID-19 
pandemic. Europe, the world's largest tourist destination, has become the epicenter of the 
Coronavirus. However, the European Union unveiled an action plan to get its internal borders 
reopening, safely fire up its hospitality sector and to revive rail, road, air and sea connections that 
have been strangled during the pandemic (CNN Travel, 2020). 

For Romania, INS statistics capture the impact of the COVID-19 crisis and the measures taken 
by the authorities following the decree of the state of emergency on the Romanian territory starting 
with March 16, 2020: compared to March 2019, there was a decrease of arrivals by 69.8% , and 
overnight stays by 68.2%, the arrivals of foreign visitors decreased by 50.1%, and the departures 
abroad of Romanian visitors by 55.6%, in March 2020 (Press release no. 116 of May 5, 2020). 

Although the evolution of the pandemic is uncertain, distancing measures are expected to 
become less and less restrictive, so it is possible that the summer tourist season 2020 will benefit 
tourists who are looking forward to it after weeks or months of staying home. "This is not going to 
be a normal summer, not for any of us. But when we all work together and we all do our part in the 
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ways the Commission is setting out today, then we don't have to face a summer stuck at home or a 
completely lost summer for the European tourism industry. ", said Margrethe Vestager, the vice-
president of the EU's executive arm, the European Commission (CNN Travel, 2020). 
 
5. Conclusions 

 
The significant increase in tourism demand in the last 5 years (2015-2019) is due to several 

government measures and state efforts to encourage the tourism industry. The mountain tourist 
destinations rank secondly in the Romanian tourists’ top of preferences and thirdly in the case of 
foreign tourists. In 2019, over 2.2 million tourists preferred mountain destinations, meaning 17% of 
all tourists. 

Regarding the structure of demand for the Romanian mountain tourist destinations, in 2019, 
most tourists preferred accommodation in 3-star and 4-star units, especially in hotels followed by 
agritourism and tourist pensions, tourist villas and chalets. The oscillations of the overnight 
indicator were directly proportional to those of arrivals, registering a strong upward trend starting 
with 2015 (and a maximum of 4.7 million overnight stays in 2019). The average duration of the 
stay in the mountain area registered a downward evolution and an average value of the 27 years 
analyzed (1993-2019) of 2.54 days. 

Based on these trends, we may conclude that there are favorable premises to continue growth, 
provided a coherent development orientation, through: improving the promotion strategy, 
modernizing tourist offers, developing unique regional tourism products, individualizing them 
within the specific market, increasing the quality of tourist services, qualification and continuous 
improvement of personnel, developing collaboration between stakeholders and supporting the 
public-private partnership. 

In order to penetrate foreign markets and face the competition on the tourism market, there is 
still a need for sustained financial investments and strategic development projects, supported at 
national and regional level from public funds, which will allow a superior capitalization of the 
existing tourist resources. Among the priority directions for the development of mountain tourism, 
in addition to recreational and sports activities, the customs, traditions and history of certain places 
should be promoted. However, they must be directed towards sustainable development, without 
neglecting the priority of conserving the natural environment and protected areas, thus contributing 
to increasing the contribution of tourism to the national P.I.B., improving the quality of life and 
increasing the standard of living of the local population. 

Given the current context and taking into account the fact that both the tourist infrastructure and 
the existing tourist potential are not used to their full capacity, but especially the favorable image of 
our country as one of the countries least affected by the COVID-19 pandemic, continuation of the 
upward trend are very favorable. There are even opinions according to which the year 2020 will 
represent a moment of spectacular relaunch of the Romanian mountain tourism. 
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Abstract 

 
In order to avoid parallel proceedings, if it is established that criminal proceedings concerning 

the same facts and involving the same person are pending in a member state of the European 
Union or in a third country, the Romanian judicial authorities shall consult with the judicial 
authorities of the state concerned for the exercise and continuation of a single criminal proceeding 
in Romania or in another state. 

If it is established that the criminal procedure is exercised and continued in another state, it is 
necessary to establish which are the activities that the Romanian judicial authorities carry out in 
the situation in which the measure of insurance seizure was ordered in the case. 

The purpose of this paper is to clarify, as far as possible, which are the activities that  
Romanian judicial authorities must carry out, in cooperation with competent foreign authorities, in 
order to recover the damage caused to Romanian state by the foreign citizens who did not pay the 
customs duties for the goods introduced in Romania. 

That is why I consider that it is necessary to know how the damage will be recovered, in the 
situation where the measure of insurance seizure is not maintained. 
 
Key words: criminal proceedings transfer, insurance seizure, damage, smuggling crime, customs 
duties 
J.E.L classification: K14 
 
 
1. Introduction 
 

If there are reasonable grounds to believe that criminal proceedings are taking place in another 
state concerning the same facts and involving the same person, the prosecutor or the court may 
contact the competent authority of the other state directly or, in the case of non-member states, 
through the competent central authority, to confirm the existence of such parallel procedures, in 
order to initiate consultations (art. 125 alin. 1  from Law no. 302/2004 on international judicial 
cooperation in criminal matters). 

The purpose of these consultations is to reach a consensus aimed to avoid the negative 
consequences that could result from such parallel proceedings, which may, where appropriate, lead 
to the exercise and continuation of a single criminal proceeding in the Romania or in another state 
(art. 125 alin. 4 din Law no. 302/2004) 

If it is established that the criminal procedure is exercised and continued in another state, the 
Romanian judicial authorities should finish the criminal action having the obligation to rule, if 
there are precautionary measures in question, if they maintain or lift the precautionary measure that 
was taken during the trial in order to recover the damage caused by committing the crime. 

I consider that it must be clarified how the damage caused by committing the crime will be 
recovered if the criminal procedure will be carried out in another state, and the precautionary 
measure that guarantees its recovery will stop by right. 

If for the citizens of the member states applies the provisions of the fiscal procedure code for 
recovering the damages caused, in the case of crimes committed by third-country nationals, with 
which Romania has not concluded an agreement on tax law,  appears a problem in recovering this 
damage.  

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

535

mailto:tudorcorina515@yahoo.com


Which is why I will perform the analysis from a theoretical perspective, but especially in terms 
of aspects of judicial practice. 

 
2. Theoretical background   

 
One of the concepts used is transfer of criminal proceedings which is a european instrument 

used by member states, on the basis of mutual trust, to organize the prosecution of crimes at 
international level with the purpose to punish all those who have committed crimes, but also to 
avoid the risks that may arise as a result of conflicts of competence. 

An other concept used in this paper is the one of the  insurance seizure which is measure taken 
by the competent authority during the criminal investigation to serve as a guarantee of the 
execution of the fine or legal costs or to repair the damage caused by the crime. 

The most important references used in this research are the Law no. 302/2004 on international 
judicial cooperation in criminal matters which is the the national law governing the international 
judicial cooperation in criminal matters activity in Romania,  Romanian Criminal Procedure Code, 
the Law no. 86/2006 on the Romanian Customs Code published and the Law no. 207/ 2015 -  
regarding the Fiscal Procedure Code. 

In addition I used the Decision no. 1336/2019 of 12/30/2019 HUȘI Court  to highlight some 
aspects of judicial practice in the  transfer of criminal proceedings effect on the precautionary 
measure of the insurance seizure. 

 
3. Research methodology 

 
The research methods used to achieve the research objectives are: 
- The quantitative method for drawing up a synthesis of normative acts and relevant judicial 

practice in the  research domain; 
- Secondary analysis consisting in the own interpretation of all data and information from 

national and european normative acts, as well as of the situations from the judicial practice in 
the researched domain; 

- Performing an analysis in the light of the national and European legislation and european 
jurisprudence and after that the application of the allegations obtained in a case judged by the 
Romanian court. 

 
4. Results 
 
4.1. The transfer of criminal proceedings conditions  

Thus, the Romanian judicial authorities may request the competent authorities of another state 
to initiate or continue criminal proceedings, when the exercise by the requested foreign state serves 
the interests of a good administration of justice or promotes, in case of conviction, social 
reintegration and one or more incidents several in certain cases expressly and exhaustively 
provided by law which suppose certain conditions that concern both the investigated person and the 
committed fact. 

Regarding the person under investigation  it is required to have a residence in the requested 
state, to execute a custodial sentence, to be the subject of a criminal investigation for the same or 
related acts and 

the execution of a possible conviction in the requested state is likely to improve the possibilities 
of her social reintegration. 

Regarding the committed fact it is neccessary  that the transfer  to be justified by the interest of 
discovering the truth and, in particular, if the most important evidence is found in the requested 
state. Also, the presence of the investigated person at the hearings in the criminal proceedings 
investigated by the Romanian judicial authorities cannot be ensured, even when there would be the 
possibility of being heard by videoconference, but can be ensured in the requested state and in case 
of  a conviction could not be enforced in Romania, even when there is a possibility of making an 
extradition request or issuing a european arrest warrant, the requested state being able to do so (art. 
126 alin.1 din Law no.302/2004). 
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4.2. Insurance seizure 
The competent authority to take the precautionary measure of seizure is the prosecutor during 

the criminal investigation, respectively by reasoned decision by the judge of the preliminary 
chamber or the court, ex officio or at the request of the prosecutor, in the preliminary chamber 
procedure or during the trial, then when there is a reasonable suspicion as to the existence of a 
concrete danger to hide, destruction, alienation or evasion of the pursuit of property which may be 
subject to special confiscation or which may serve to guarantee the execution of the fine or legal 
costs or to repair the damage caused by the crime(art. 249 Romanian Criminal Procedure Code). 

The court must decide on the goods it seized, either ordering their confiscation or seizing them. 
If he has not decided on the seizure, it shall stop by right,when the trial is finished.  

The rules on assistance for the recovery in Romania the claims established in another member 
state, or the debts established in Romania are   provided by the Romanian tax procedure code (art. 
310  - Law no. 207 /  2015 -  regarding the Fiscal Procedure Code). 

 Therefore,  for the purpose of recovering this claims,  the requested authority shall provide any 
information which it considers relevant to the requesting authority. (art.314 - Law no. 207 of July 
20, 2015 -  regarding the Fiscal Procedure Code ). 

Thus, if it is permitted by its national law and in accordance with its administrative practices, at 
the demand of the requesting authority, the requested authority shall take the necessary 
precautionary measures to ensure recovery if the claim or title permitting enforcement in the 
requesting authority is contested at the time the demand is made or if the claim is not yet the 
subject of a title permitting enforcement in the requesting authority, to the extent that precautionary 
measures are also possible, in a similar situation, under the national law and administrative 
practices of the requesting authority. 

However, according to tax law in relation to third countries, with the respecting of the 
agreement with the third country concerned, if the competent authority in Romania receives from a 
third country information that is predictably relevant for the administration and application of 
Romanian tax legislation, the competent authority in Romania maycommunicate this information to 
the competent authorities of the member states for which it may be useful and to any applicant 
authority in another member state (art. 307 - Law no. 207 of July 20, 2015 -  regarding the Fiscal 
Procedure Code). 

 
4.3. Criminal proceedings  transfer – cause that prevents the initiation of criminal 
proceedings or the exercise of criminal proceedings 
 The transfer of criminal proceedings is provided as a preventive cause initiating criminal 
proceedings according to the  Criminal Procedure Code (art.16 lit. j). 

If there is a transfer of criminal proceedings, the criminal action is extinguished, for which, if it 
occurs during the criminal investigation, the prosecutor will order the dismissal and if it takes place 
during the trial, the court will order the acquittal. 

 
4.4. Resolving civil action in criminal proceedings 

In trial, the court decides by the same decision on both the criminal action and the civil action. If 
a transfer of proceedings with another state occurs and the criminal action is extinguished, the court 
leaves the civil action unresolved. In order to continue the civil action, the civil part has the 
possibility to address the civil court. 
 
4.5. Insurance seizure in the case of  goods for which customs duties must be paid 

The European Court of Justice has decided that, in the case  involving goods for which customs 
duties are paid, in a civil proceedings, in order to eliminate customs debts, the seizure of goods 
illegally brought into the customs territory of the European Union must take place at  the first 
customs office situated within that territory.( The decision from 02.04.2009 given in criminal case 
C-459/7 - www.curia.europa.eu, accessed at 01.06.2020) 

At the same time, an unlawful introduction into the territory of the community of goods subject 
to import duties cause a customs debt.  

Last but not least, a customs debt is the mandatory to be paid by a person for  the amount of 
import or export duty. 
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 The European Court of Justice decision  in case 24-68 of 1 July 1969 having as parties the 
Commission of the European Communities and Italy, stated that all duties, whatever their 
application, which are imposed unilaterally on goods borders, without the strict customs regime, 
are duties with equivalent effect. Any pecuniary obligation, regardless of the size, destination and 
method of application, which is imposed unilaterally on domestic or foreign goods, for the simple 
reason that they cross a border and which is not a customs duty in the strict sense of the word, is a 
tax with equivalent effect. 

As a result, it follows that the European Court of Justice decision refers also to the excise duty 
and value added tax applied on goods introduced in Romania throug the Romanian border are  
duties with an effect equivalent to customs duties, being included in import duties. 

In accordance with art.206 / 5 letter b of Law 571/2003 on the Fiscal Code, excisable products 
are subject to excise dutiest at the time of their import into the territory of the European Union and 
excise duties become due at the time of release for consumption and release for consumption 
represents the import of excisable products even irregularly. 

According to the article 131 letter a of Law 571/2003 on the Fiscal Code the import of goods 
represents the entry into the territory of the Community of goods that are not in free circulation 
within the meaning of Article 24 of the Treaty establishing the European Community. (www.eur-
lex.europa.eu, accesed at 01.06.2020) 

According to art.136 paragraph 1 of Law 571/2003 on the Fiscal Code, it is provided that if at 
import the goods are subject to customs duties, agricultural taxes or other similar community taxes 
established as a result of a common policy, the generating fact and the chargeability of the value 
added tax shall occur on the date on which the chargeable event occurs and the chargeability of 
those community taxes. 

The fact of confiscation of the goods that were the object of the crime does not equate to the 
extinguishment of the customs debt, born as a result of their introduction in Romania and implicitly 
on  European Union. 

In this sense, it follows according to art.224 of Law 86/2006 on the Romanian customs code 
that the customs debt on importation arises from the illegal introduction in Romania of goods 
subject to import duties, which arises when the goods are introduced illegally . 

Regarding european legislation, Union Customs Code, in art.202 shows that an illegal 
introduction into the customs territory of the community of goods subject to import duties causes a 
customs debt.  

 
4.6. Judicial practice aspects  

Regarding precautionary seizure, its application in criminal cases involving the crime of 
smuggling is essential, given that such an offense involves a customs debt on import caused by the 
unlawful introduction into the customs territory of the European Union of goods subject to import 
duties. 

In the event of a transfer of criminal proceedings with another state in a criminal case involving 
the smuggling crime and in which the seizure of insurance has been instituted in order to ensure 
recovery of the damage caused to state  budget, it must be decided if  the measure of precautionary 
seizure  it is maintained after the transfer has taken place. 

At the same time, I consider it necessary to establish, in the situation where the measure of 
insurance seizure is not maintained which is the way of ensuring the recovery of the damage 
caused. 

Specifically, by the request registered at the Huși District Court on 07.05.2019, the plaintiff S.C. 
DTS - S .RL, (in contradiction with the defendant REGIONAL GENERAL DIRECTORATE OF 
PUBLIC FINANCES IAȘI - as a civil party in the criminal proceedings in which investigations 
were carried out under the aspect of committing the crime of smuggling) brought an action for legal 
termination of the precautionary seizure measure applied by the prosecutor's order. (Decision no. 
1336/2019 of 12/30/2019 HUȘI Court- www.lege5.ro, accessed at 20.04.2020) 

In fact, the applicant stated that the defendant HV, a Moldovan citizen, former administrator of 
the company had been investigated for smuggling crime. 

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

538

http://www.eur-lex.europa.eu/
http://www.eur-lex.europa.eu/
http://www.lege5.ro/


Thus, it was established that the defendant H. V. organized a number of four acts of smuggling, 
on which occasion, quantities of smuggled cigarettes were illegally introduced in Romania, which 
caused a damage  in value of 1,307,817 lei. 

In order to recover the damage, the case prosecutor instituted the measure of insurance seizure 
on the defendant's property, and the Iași Regional Customs Directorate became a civil party in the 
criminal proceedings instituted against him. 

However, by conclusion, the Huși District Court admitted the request for transfer of the criminal 
procedure of the authorities from Republic of Moldova  to continue the investigations against the 
defendant HV, fact for which, the prosecutor attached to the Huși district court ordered the case to 
be closed and transfered to the authorities of the Republic of Moldova. 

The prosecutor's order did not make any mention regarding the  maintenance of the measure of 
precautionary seizure against the defendant HV, although it is mandatory  to indicate if the the 
precautionary measure that was taken during the criminal investigation it is  maintained or not  
after that the proceeding transfer took place. 

In this case, the prosecutor's order did not order the maintenance of the measure of previous 
insurance seizure also established in the file. 

 Also, there is no evidence in the file that the injured person would have become a civil party, 
nor that he would have addressed the civil court within 30 days from the communication of the 
dismissal solution.  

For these reasons, the court admitted the request made by the plaintiff and found that the 
precautionary seizure measure instituted by the prosecutor's order attached to the Huși District 
Court on the defendant's property had stoped. 
 
5. Conclusions 

 
As a result of the research I identified issues the Romanian legislation did not defined regarding 

the form of judicial cooperation analyzed and which have a decisive influence on his validity, that 
is why I consider it appropriate to amend the legislation and to add legal possibility to recover the 
damage when a proceeding transfer took place. 

Therefore, in the event of a criminal proceedings transfer, the Romanian judicial authorities 
have to finish the criminal action, having, at the same time, the obligation to decide if the 
precautionary measure that was taken during the criminal proceeding it is maintained after that the 
proceeding transfer took place. 

 If the investigators does not decide on the measure of precautionary seizure, the person 
concerned may apply to the civil court that have to order that the measure has no longer effect.  

Regarding the guarantee of recovery of the damage caused to the Romanian state by committing 
the crime in case the precautionary measure guaranteeing its recovery will stop, the national 
legislation establish only a solution for the citizens of the member states of the European Union to 
which can be applied the provisions of the Fiscal Procedure Code for the recovery in Romania of 
claims established in another member state of the European Union, as well as assistance for the 
recovery in another member state of the European Union of claims established in Romania 

The problem in recovering the damage arises in the case of crimes committed by third-country 
nationals, with which Romania has not concluded an agreement on tax law, for which there is no 
legal possibility to recover the damage in this case. 
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Abstract 
 

21st century entrepreneurship is characterized by a large amount of new knowledge and 
flexibility, two factors that have gained new significance as a source of competitiveness in a 
globalized economy. The transition of the classical industry structure to smaller concentration and 
greater decentralization is only an indicator of this development. With technological changes and 
increased global competition brought by economic liberalization, the assumption that fostering 
entrepreneurship means fostering a country's competitiveness seems more valid today than ever. It 
is relevant for the new economy that the current global debate on the importance of 
entrepreneurship is primarily aimed at developed countries and that the issue of how to foster 
entrepreneurship appears to be primarily a concern for global decision-makers. 
Therefore, the purpose of this article is to highlight the importance of the technology-driven profile 
of the new global economy, driven by innovation and entrepreneurial initiative which is at the core 
of innovative business strategies. 
 
Key words: globalization, knowledge based economy, entrepreneurship, innovation 
J.E.L. classification: D80, F63, O14, O15 
 
 
1. Introduction 
 

The importance of entrepreneurship for growth in contemporary economies is widely 
recognized by both policymakers and economists, becoming the economic but also the social driver 
of development worldwide. It is deeply embedded in the current global policy approach that the 
independence and creativity of entrepreneurs lead to higher levels of economic activity (Antoncic 
et al, 2003, p.5). 

Innovation’s impact is important in all countries and institutional contexts. But the nature and 
role of innovation will quarrel according to different levels of economic development. 
Entrepreneurs in low-income developing countries extend innovations that are important for the 
business and the growth of the country, even if incremental. Innovation in developing countries 
involves the process by which companies master and implement the design and production of 
goods and services that are new to them. 

Many product designs and quality improvements reshape the way production is organized, 
whilst processes and techniques reduce costs increasing efficiency and flexibility to changes in 
competitive conditions resulting in productivity and employment. In emerging economies, 
innovation requires modernization and a shift to higher levels of technological complexity. These 
discoveries remove the myth that innovation is peculiar to advanced economies. Innovation plays 
an important role in capturing and developing a globalized economy due to the varied innovations 
of local entrepreneurs in developing countries. But it also depends on the activities of entrepreneurs 
in advanced economies, where innovations are generated that subsequently spread to developing 
countries to be applied in their specific local contexts. 

Innovation for entrepreneurs will be of increasing importance given the current and future 
challenges facing global development. These include persistent global inequalities, countries' 
increasing vulnerability to external shocks, including financial crises, natural disasters, and climate 
change threats. A number of dynamic forces, such as technological progress, fluctuations in 
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economic activities or demographic change, have brought new opportunities, but also threats to 
business ecosystems and have transformed societies around the world. In order to cope with this 
dynamism, changing forces, governments, public and private organizations, but also economic 
actors, are increasingly aware of the importance of entrepreneurship, perceived as a multi-faceted 
phenomenon, and one of the key factors in economic development from local to global level 
(Kiblet et al, 2014, p.1003). 

In the second half of the 21st century, the focus of scientific research on economic development 
and entrepreneurship was more pronounced and in tandem with technological development. Both 
concepts have proven to be important subjects of study for economists and researchers around the 
world, who, in the context of globalization, have tried to identify sustainable development methods 
and new indicators that could measure the impact of the two concepts. Moreover, the relationship 
between economic development and entrepreneurship has gained an increasing interest in 
explaining economic performance from one historical period to the following one. As a ubiquitous 
aspect of human activity, entrepreneurship plays a key role in economic development (Carter et al, 
2003, p.21). Today entrepreneurship is widely recognized by both academia everywhere and 
practitioners as a key factor in economic development worldwide. 

However, entrepreneurship can influence economic development both positive and negative. 
In the new global economy, more than ever in history, economic development and 

entrepreneurship have become strongly interlinked and the emergence of a critical mass of viable 
policies and projects can lead to economic development. 
 
2. Theoretical background 
 
2.1. The new global economy. Conceptual boundaries and drivers 

Over the past decades, the neoclassical economy has taken only two factors of production into 
consideration: labor and capital. But in the current economy, this perspective is no longer 
considered relevant or objective. The significant amount of information and new knowledge 
replace capital and energy as primary wealth-creating assets, as the last two replaced land and labor 
200 years ago. In addition, technological developments in the 21st century have transformed most 
wealth creation strategies from physical to knowledge-based (Nitu et al, 2012, p.953). 

Technology and knowledge are key factors in production. With increased mobility of global 
information and workforce, knowledge and expertise can be instantly passed on around the world, 
and any benefits a company has gained can be eliminated through competitive overnight 
improvements (Shah et al, 2014, p.787). The only comparative advantage a company will relish 
will be its innovation process. Combining know-how and technology with the creative talents of 
knowledge activities to address a steady stream of competitive problems and its ability to draw 
value from knowledge-based, economy, and knowledge management information in the new frame 
of an information society economy. 

However, it is important to note that the term knowledge-based economy refers to the global 
economic structure, with various observers describing it as being in the transition to an information 
society economy (Salimath, 2010, p.370). The transition requires that the rules and practices that 
have driven success in the industrial economy require rewriting in an interconnected globalized 
economy, where knowledge resources such as the information revolution, know-how, expertise, 
and intellectual property are more critical than other economic resources such as land, natural 
resources, or even the workforce. 

According to analysts in the knowledge economy, these rules need to be reanalyzed at the level 
of companies and industries in terms of knowledge management and public policy. A key concept 
of this sector of economic activity is given by knowledge and education, called human capital, 
which can be treated as a business product, educational and innovative intellectual products and 
services can be exported for high yield or as a productive asset (Thurik, 2009, p.232). 

Economists specializing in the knowledge economy suggest that there are at least three 
intermediate drivers changing business rules and national competitiveness: 
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• Globalization – another driver of the knowledge-based economy is the rapid globalization of 
economic activities. Although there have been other periods of relative openness in the 
world economy, the pace and extent of the current phase of globalization have not been the 
same. 

• Increasing the intensity of knowledge - the last twenty years have experienced an explosion 
in the application of information and communication technologies in all areas of business 
and community life (Toma et al, 2014, p.440). This explosion was caused by the drop in 
processing costs and the rapid development of applications relevant to users' needs. In 
economic terms, the central feature of this revolution is the ability to handle, store, and 
transmit large amounts of information at a very low cost. An equally important feature of 
these technologies is their permeability. 

• Computer networks and connectivity – the ICT revolution plays a very important role in the 
development of each nation, a matter of information-flow growth. Developing countries have 
done so and are rigorously seeking to use ICT as a platform for socio-economic 
development. 

 
2.2. Innovation in a globalized world 

The concept of innovation is about putting inventions into practice. A strictly technological 
approach focuses in particular on product and process innovations or technological innovation, 
defined as the result of technology-intensive entrepreneurship. A broader approach is about 
innovation such as developing new products, new processes, new sources of supply, but also 
exploiting new markets and developing ways of organizing a business (Michael et al, 2009, p.207). 

It can be distinguished between more incremental innovations and more radical innovations. It 
is important to note that innovation is not only about introducing innovation to a first model, but 
also about spreading innovation to other players in the economy. An important distinction in 
innovation literature is between the innovations that are new globally, innovations that are new in 
the internal market, and innovations that are new to the company.  

Innovations that are new globally are primarily found in advanced economies. It is based on 
research and development at the frontiers of global knowledge. In developing countries, a little 
further away from the international technological frontier, innovations will tend to be new to the 
market or new to the company (Markman, 2004, p.358). 

Market innovations in developing countries relate to the international diffusion and absorption 
of technology. The local firm is introducing innovations that have already been developed 
elsewhere but are new to the market in its own country. New business innovations relate to 
knowledge flows in the internal economy. Innovation is already present on the market, but it is now 
adopted by a given firm. What's new for the firm may not be very innovative in an objective sense. 
This means that certain types of innovations that are new to small firms in developing countries 
may coexist with stagnant economies in the face of growing technological gaps in relation to the 
international border. Like entrepreneurship, innovative performance has been measured in a variety 
of ways, using patents, trademarks, R&D inputs, and other secondary indicators such as 
publications or citations (Anitha, 2014, p.32). 
 
2.3. Innovation and entrepreneurship. The importance and effects of the association 

If the schumpeterian tradition is followed in describing the search for new combinations as the 
main feature of entrepreneurship, it is difficult to distinguish between entrepreneurship and 
innovation, because the entrepreneur is perceived as the main component of dynamic capitalism. 
Some entrepreneurs have a more innovative spirit than others, sometimes the level of innovation of 
a country being driven by this feature, in which the importance arises of identifying the drivers of 
innovative performance (Nadkarni, 2007, p.261). Some of the explanations are in the 
characteristics of the firm or entrepreneur, such as the entrepreneur’s education and experience, the 
size and age of the firm, or organizational culture. But also consideration should be given to 
measures where market conditions, policies, and the institutional environment can promote or 
hinder innovative behavior. 
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But in the poorest developing countries, unfortunately, the markets do not play this role. 
Developing markets are often small, fragmented, and imperfect due to lack of infrastructure, low 
per capita income, wrong policies, and institutional constraints (Debus et al, 2007, p.344). Political 
stability, predictability, and transparency, but also other institutional conditions for the functioning 
of markets are often absent. If markets are restricted due to barriers to trade (natural barriers such 
as lack of infrastructure or man-made barriers), it is difficult to spread innovations. Over time, 
international trade has exposed traders to new ideas and technologies. This is one of the reasons 
why trade acts as a driver for growth. Where markets are restricted by inappropriate regulation or 
stifled by predator governments and prepatent monopolies, there is no incentive for entrepreneurs 
to introduce innovations for the firm (Etzioni, 1987, p.179). Assuming that inadequate property 
rights and weak contractual applications influence the risks of returning to innovative activities, 
entrepreneurs will have little incentive to invest in new or innovations in the internal market in the 
world. 
 
2.4. The impact of innovation on development 

Innovation is linked to changes in the structure of the economy, technological modernization of 
production, and the shift to higher value-added activities in global value chains. Technological 
change is reflected in new generations of machinery and equipment and new generations of better-
educated workers. There are also unaltered advances in product and process technology, resulting 
from formal and informal investment in R&D, resulting in learning capacities at the workplace 
(Keuschnigg, 2004, p.1020). The enhanced technological change increases the total productivity of 
the factors, explaining the variation in economic growth rates between countries, combined with 
the quality of products and the economy of resources used, resulting in an increasingly diverse 
range of goods and services. 

Through innovation and the commercialization of inventions and the adoption of previously 
developed innovations, entrepreneurs in developing countries are affecting the rate of technological 
change and the structural transformation of the economy. Entrepreneurs, who use technology, often 
by creating or expanding firms, apply it, and spread it in a way that increases total factor 
productivity. The creativity, capacities, dynamism, and innovation of entrepreneurs in a country are 
important aspects of absorption capacity, a distinctive feature of successful development 
experiences (Carter et al, 2016, p.18). The way entrepreneurs perform this function will vary 
throughout the different stages of a country's development. 

Although market widening is one of the conditions for innovation, this theory will not be 
enough because the level of innovation is increasingly intense globally. Due to the positive 
externalities inherent in an investment in knowledge, technological advancement and human 
capital, public policy has been increasingly recognized as having an important complementary role 
in promoting entrepreneurial innovation that requires not only entrepreneurs with a high amount of 
knowledge, experience, and skills, but also the specialized workforce (Fraser et al, 2015, p.82). 
Today, innovation policy and national innovation systems have become a standard part of the 
economic growth discourse in both advanced and developing economies. 

Factual, the approach of innovation policy has its origin in the United States, widely considered 
as one of the most entrepreneurial economies in the world. In all advanced economies of the last 
century, primarily in the United States, where the ideology of free-market entrepreneurship is the 
most virulent, successful entrepreneurship has depended heavily on government, investment in the 
knowledge base, market protection, and intellectual protection (Carree et al, 2007, p.288), as well 
as state subsidies to support business investment strategies. In developing countries, the benefits of 
innovation by entrepreneurs depend on the characteristics of the innovation system in which they 
are incorporated. The better the innovation system, the more a developing country will be able to 
use global technology, with knowledge moving in the internal economy faster and the start of the 
process of technological modernization. 

On the other hand, the weaker the innovation system, the more the efforts of individual 
entrepreneurs will contribute to accelerated economic development and recovery, and indeed a 
greater contribution of dynamic entrepreneurship to economic growth in more advanced economies 
than in developing countries is noted, where low levels of human and financial capital, the absence 
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of a solid distribution of the size of firms and weak institutional frameworks limit the contribution 
of entrepreneurship to growth (Pickernel et al, 2013, p.368). 
 
2.5. Learning organizations and innovation systems 

 A knowledge-based economy is one where knowledge is a key resource. The degree of 
knowledge and information is incorporated into economic activity is now so great that it causes 
quite profound structural and qualitative changes in the functioning of the economy (Runiewicz-
Wardyn, 2013, p.183) transforming the basis of competitive advantage. Increasing the intensity of 
the knowledge economy globally and our ability to distribute this knowledge has increased its 
value for all participants in the economic system. The implications of this are profound, not only 
for business strategies and government policies but also for institutions and systems used to 
regulate economic behavior (Delmar, 2006, p.220). 

The new economy is a consumption and production system that relies on intellectual capital. It 
is usually a large component of the whole economic activity in developed countries. In the 
knowledge economy, a significant part of a company's value can be made up of intangible assets, 
such as the value of workers' knowledge or intellectual capital (Baumol, 1992, p.903). However, 
generally accepted accounting principles do not allow companies to include these assets in their 
balance sheets. 

In the information age, the global economy moved toward the knowledge economy, bringing 
with it best practices from each country's economy. Knowledge-based factors also create an 
interconnected global economy where knowledge sources, such as human expertise, are crucial 
factors for economic growth and are considered important economic resources. 
 
3. Research methodology 
 

There are many aspects of the empirical literature on entrepreneurship and growth that use 
different ways to measure entrepreneurial activity. Analyzing ways to identify new models of 
entrepreneurial development and economic development requires using standard methodologies to 
provide us with research-specific data. 

Considering the fact that the present research involves a topic about the important innovation in 
entrepreneurship, in order to validate my hypothesis, I have chosen triangulation as a qualitative 
research method, based on the sufficiency and adequacy of the data selected and analyzed 
according to the theoretical needs of research ((Motoyama, 2017, p.790).  

I hold my opinion about the fact that this method is the most appropriated one because 
qualitative research implies the discovery of depth information, understanding, and knowledge 
assessed by human criteria, this type of discoveries being extremely useful in the process of 
knowing the human nature and the understanding decision-making processes, which is why this 
data cannot be achieved through the quantitative methodology.  

By analyzing more resources, the degree of convergence of the data obtained is an indicator of 
the validity of the results and this is much better explained. 
 
4. Findings 
 

Entrepreneurs can contribute to economic development by identifying new resource reallocation 
strategies, transforming usage methods that do not result in maximum productivity by performing 
cost discovery functions, filling gaps, and completing the economy, but also by supporting 
structural change. While entrepreneurship operates in a globalized economy, it has a neglected role, 
namely the potential role of entrepreneurs as innovators in developing countries. But it is often 
wrong to suggest that entrepreneurs' innovative spirit is less important for economic growth in low-
income developing countries than in countries with more advanced economies. 

As regards the results of this research, from the theoretical analysis we have carried out, I have 
concluded that three main conclusions can be drawn, as follows:  

First of all, the impact of innovation is important in all countries and institutional contexts. But 
the nature and role of innovation vary according to the levels of economic development of the 
countries analyzed. Innovation plays an important role in capturing and developing a globalized 
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economy, which is due to the conglomerated innovations of local entrepreneurs in developing 
countries, but also to the activities of entrepreneurs in advanced economies, where innovations are 
generated with subsequently spread to developing countries, to be applied in specific local 
contexts. 

Secondly, the conditions under which entrepreneurs innovate in the new economy are very 
diverse. In the last decade, particular emphasis has been placed on the SME sector, as it is 
predominant in many developing economies, contributing to growth, but not always optimally, as it 
is facing particular innovation constraints. How entrepreneurs respond to these challenges depends 
on the characteristics of entrepreneurs, such as education, age, managerial experience, and access 
to technological networks. 

Thirdly, the political and institutional environment is an important determinant of the innovative 
behavior of entrepreneurs. This explains why entrepreneurs with very similar characteristics 
perform differently in terms of their innovative performance in different political and institutional 
environments. An effective system of innovation and an institutional supportive environment are 
needed to stimulate innovation. In the 21st century entrepreneurial ecosystem, the need for direct 
and indirect government support for innovation is important for sustainable development. This can 
take many forms, including environmental improvements for business, R&D subsidies, risk, and 
venture capital insurance, tapping the potential of migrant workers and diaspora, extending 
technical and managerial education, improving infrastructure, and active public-private, political 
and institutional partnerships. 

Innovation for entrepreneurs will be of increasing importance given the current and future 
challenges facing global development. These include persistent global inequalities, countries' 
increasing vulnerability to external shocks, including financial crises, natural disasters, and climate 
change threats. 

Research has shown that different types of entrepreneurship predominate in different 
environments and at different levels of development. But we need to go beyond that to try to 
identify the right patterns for different configurations and levels of development. There is also a 
crucial relationship between institutions and entrepreneurs in the innovation process, seeking to 
answer why, in some cases, the institutional environment effectively stifles innovative behavior, 
while entrepreneurs are forced to find new ways to avoid obstacles. 

As regards the new economy specific to the 21st century, I believe that in recent decades, the 
neoclassical economy has taken only two factors of production into account: labor and capital. But 
in the current economy, this view is no longer considered relevant or objective. The significant 
amount of information and new knowledge replace capital and energy as primary wealth-creation 
assets, as the last two replaced land and labor 200 years ago. In addition, technological 
developments in the 21st century have transformed most wealth creation strategies from physical to 
knowledge-based, with technology and knowledge as key factors in production. 
 
5. Conclusions 
  

The present research was centered on the responses to the collision between the areas of 
entrepreneurship, the development economy, and innovation studies, with the aim to identify the 
place of entrepreneurship in economic development models. 

The information technology revolution has profoundly changed the structure and modus 
operandi parameters of a big part of the global economies. Indeed, the transformation from 
industrial to information times has led to the restructuring of the working environment, the creation 
of new economic institutions, and a reconfiguration of the macroeconomic system. In advanced and 
developing economies, the deceleration of growth, job breaks, and the increase in inequality create 
disturbances and instability. However, in the course of economic history, there has never been a 
better time to mobilize technology and unleash the ability of human capital to address these 
challenges and to form a new socio-economic system that offers multiple opportunities. 

Technological change is a fundamental catalyst behind the transition from the managed to the 
entrepreneurial economy, involving a multitude of factors ranging from the disappearance of the 
communist system, increased globalization, corporate reorganization, increased knowledge 
production, and higher levels of prosperity. Recognizing the causes of the shift from the managed 
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economy to the entrepreneurial economy requires a shift in public policy directions. Instead of 
focusing directly and exclusively on promoting SMEs, the current approach to entrepreneurship 
policy could be guided. The priority must not be entrepreneurship policy, but rather a more general 
and comprehensive approach, a policy that is consistent with the entrepreneurial economy of the 
21st century that encourages dynamic capitalism. 

By combining the empirical evidence provided in this research, we can draw some conclusions 
on the effect of entrepreneurship on economic growth in the new 21st century economy. 

Entrepreneurs, especially innovative entrepreneurs, are essential to the competitiveness of the 
economy and can create new jobs, only when the business environment is receptive to innovation. 

The economic development that has taken place in the new global economy has rooted in the 
interdependence of nations and improved the links to production. At the heart of this 
transformation is the birth of the global entrepreneur, defined by the ability to adopt a holistic 
mindset in the exercise of entrepreneurial initiatives. Undoubtedly, in addition to a new global 
vision, new skills and competences are the tools needed by the modern entrepreneur. These skills 
include the ability to cope with the wave of frequent and repeated change, more cost-effective 
production methods, improved product quality, faster response to changing market conditions, or 
affordable sales. 

Based on two framework concepts linking individual actions to the economy, a comprehensive 
approach to entrepreneurship development is based on two main pillars: strengthening 
entrepreneurial skills and improving the conditions for innovation in the entrepreneurial ecosystem. 
These two pillars should be seen as an interconnected set of policies because, on the one hand, 
entrepreneurs do not act in a vacuum, using their skills and motivations to turn business ideas into 
profit opportunities. On the other hand, entrepreneurship behavior can always be analyzed by 
individuals in terms of their entrepreneurial attitudes, skills, and innovation. 

Both studies and literature do not have sufficient evidence to distinguish the innovation gap 
between entrepreneurs and large, often multinational, companies. While entrepreneurs are 
recognized as a source of radical innovation, it is also assumed that large firms, which can make 
huge investments in R&D, are real innovators that change the entrepreneurial ecosystem and thus 
the economy. Both sides undoubtedly contribute to innovation, but we do not yet know whether 
they are complementary. The further empirical analysis is needed in the relationship between 
business firms and growth rates. However, while some genuinely innovative entrepreneurs create 
fast-growing businesses, so-called gas that has a major impact on economic growth, it seems less 
likely that replicators constantly scanning the changes in the entrepreneurial ecosystem, have a 
measurable effect on economic growth, although the speed of response to innovation is high. Only 
one additional study can answer this question. 

There is also an inadequate understanding of the type of economic environment that inspires 
innovative entrepreneurs not only to start their businesses but also to expand them. This is a 
determining factor in a healthy economy, as the quality of start-ups, their persistence, the pace of 
growth and the level of innovation that exists influence their effect on the development of the 
economy. 

The axiom of successful entrepreneurship in the new economy depends on moving innovation 
boundaries persistently and deliberately. Integrating innovation has become a constant goal for 
economic efficiency and the development of a successful business strategy. The modern 
entrepreneur needs to act as a catalyst for innovative changes in a continuous timeframe. In this 
respect, entrepreneurs need to seek opportunities for economies of scale and application. Global 
companies can improve these economies by expanding the potential of their internal market and by 
defining the scope of their innovation initiatives through R&D, improving the quality and reducing 
the costs of existing products. It should be noted that the development of a global niche market 
requires a long-term customer-oriented approach. In the fast-paced economic ecosystem, even the 
long-term phrase is increasingly short. Given the diversity of market needs and requirements, the 
dispersion of production and outsourcing, the importance of R&D leadership and the recognition of 
technological advances for product and process innovations, learning and knowledge transfer are 
key to overall success. Successful business organizations must be able to coordinate, transfer and 
use the accumulated knowledge quickly and efficiently. 
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There are many aspects of empirical literature on entrepreneurship and growth that use different 
methods to measure entrepreneurial activity. Analyzing how to identify new models of 
entrepreneurial development and economic development requires using standard methodologies to 
provide us with research-specific data. 
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Abstract 
 

This paper aims to overview the main topics discussed in the academic papers related to public 
policies and corporate sustainability. Based on the literature, our scope is to set up a framework 
for future research on public policies and corporate sustainability by constructing bibliometric 
networks. The study will evidence the authors with some of the most important research in this 
field, based on the citations of their papers, and the countries with the highest number of 
publications and citations. Through the VOSviewer software we studied the topic of corporate 
sustainability and public policy based on keywords, citations, geographical distribution, and 
authorship. After observing 289 papers indexed in Web of Science, we found as frequent keywords 
corporate social responsibility, sustainable development, performance, management, legitimacy, or 
disclosure. The highest number of papers were published in American Journals, but also in 
England, Australia and Canada, but the most cited papers were the American and Canadian ones. 
Finally, T. Sueyoshi and M. E. Porter are the most cited authors for papers on corporate 
sustainability and public policy. 
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1. Introduction 
 

The idea of bibliometric mapping has been developed over the last couple of decades. Starting 
from the broad literature, it offers academics a means of exploring the core literature on specific 
topics to systematize it. A brief way of evidencing important studies is to create the citation reports 
in different databases, such as Web of Science. However, the broad platforms seem to increase the 
complexity in realising a bibliometric analysis, and thus different methods and special software 
programs were developed to support the construction of a bibliometric map (Tao et al., 2020). 

We aim to analyse and build a framework of the research on public policies and corporate 
sustainability. The idea started from the concept of Corporate Social Responsibility (CSR) which 
implies that companies contribute to the development of the society, ensuring that their operations 
do not affect the environment. While companies try to ensure a good relationship with all their 
stakeholders, developing a CSR strategy, CSR recently became a priority for governments. 

Based on the bibliometric analysis provided by the VOSviewer software, our paper aims to 
present a rough overview over the main topics discussed in papers related to the relationship 
between public policies and corporate sustainability, and evidence the authors with some of the 
most important research in this field, based on the citations of their papers. Also, countries with the 
highest number of publications and citations will be evidenced. 
 
2. Literature review 
 

According to the European Commission (2001), CSR represents a means for companies to 
contribute to a better society and a cleaner environment. If governments promote social and 
environmental practices, citizens and businesses would act more responsibly. Accordingly, the 21st 
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century brought an emphasis on how public sectors could enable the environment for CSR by 
making it compulsory through legislation, supporting partnerships by engaging various 
stakeholders with similar needs, and promoting the guidelines to reach CSR and therefore 
sustainability (Fox et al., 2002). According to Lepoutre et al. (2004, in Albareda et al., 2007), 
governments play a crucial role in managing strategic uncertainty and presenting the tools for 
public actions to diminish the insecurity and negative effects. Some of the public actions to be 
undertaken are informational campaigns, agreements or incentives, business reporting, etc. 

Related to the role of the public sector in CSR, the concept of private-public partnership for 
CSR emerged. This presumes that the partnership aims to resolve problems in the society and 
promote coordination within companies, non-profit organisations, and public administration 
(Albareda et al., 2007). Accordingly, governments should be viewed as a collaborator of the private 
sector. Besides, CSR should be viewed as a process through which companies manage social and 
environmental impacts based on the relationships with their stakeholders. 

In the context of the welfare state, Midttun (2005) described three governance models for the 
development of CSR, as the social development based on social responsibility should consider the 
perspectives of the different characteristics in the business environment, civil society, and 
government. Therefore, the European Commission realised a series of official documents on CSR 
related to building up a European framework for CSR (European Commission, 2001), or describing 
the roles businesses may have on the development of the society or on the economic development 
(European Commission, 2002, 2006). 

The new rules and regulations regarding CSR did have a positive effect, making businesses 
more conscious of their role in society, and more aware of the necessity of following a CSR 
strategy. Since the beginning of the new century, the EU policymakers considered a series of public 
policies to sustain and promote CSR, on the contrary to the ignorance towards CSR promoted by 
the US public policies. Aaronson and Reeves (2002, in Albareda et al., 2007) consider this 
contrasting behaviour due to a more flexible business environment in Europe, where businesses 
tend to work with governments to improve the social conditions, compared to the companies 
established in the US, which are more reluctant to CSR public policies. 

The vast literature on the topic indicates that CSR is expanding in Europe, being more implicit 
under its voluntary approach. Accordingly, over the past years, the values of the organisations 
adapted, resulting in requirements to address economic, political, and social issues. Overall, the 
relationship between government and CSR indicates new roles for public administration, constant 
dialogue with stakeholders, and a voluntary nature from the businesses’ initiatives. 
 
3. Research methodology 
 

The growth trend in the topic of sustainability made us consider a bibliometric analysis, as a 
statistical method to assess and organise the papers developed on the relationship between 
corporate sustainability and public policies. As VOSviewer is accessible for free, we decided to 
study this topic based on keywords, citations, geographical distribution, and authorship. The 
network analysis will allow us to identify the relationship within territories, authors, and specific 
concepts, evaluating occurrences, collaboration, and co-citation. 

Figure no. 1. The stages undertaken to complete the analysis 

 
Source: Author’s process after Mihit et al. (2019) 

Topic search: "corporate sustainability" and "public policy" 
Time span: all years (1975-2020) 

Document types: article, proceeding paper, book chapter 

•  Web of Science - 
Clarivate Analytics 

database 

Record content for VOSviewer: 
Full Record and Cited References 

The analysis was based on: 
- Keywords 
- Citations per countries  
- Citations per authors 

• VOSviewer 
tools 
employed 
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The stages employed in extracting the papers for the bibliometric analysis are exemplified in the 
first figure. Considering two concepts in the topic field of Web of Science, we chose to search for 
articles, proceeding papers, and book chapters on “corporate sustainability” and “public policy”. 
The Web of Science database returned 289 academic papers on these topics. The details (records 
and references) were collected through a .txt file which was uploaded in the VOSviewer software 
for realising the analysis. 
 
4. Findings 
 
4.1. Keywords analysis 

The keywords analysis quantifies the distribution of the most frequent keywords occurring 
together in the articles reviewed. In the first stage of our analysis we wanted to emphasise the most 
important concepts discussed in papers related to corporate sustainability and public policies. 
Therefore, after analysing the 289 papers considered from Web of Science, the VOSviewer 
software evidenced 45 keywords. 

Figure 2 indicates the main keywords and the relationships between each other. All the figures 
returned from VOSviewer have a series of features, and in the case of keywords network, they are 
the following: 

• the larger the dots and the concepts fonts are, the more often the keywords were 
mentioned; 

• the thicker the line, the more often the keywords were together in the same paper; 
• the smaller the distance between the dots, the stronger the relationship between the 

concepts; 
• finally, the different colors are related to the clusters returned by the software. 

 
Figure no. 2. The keywords network visualisation 

 
Source: Author’s computation through VOSviewer 
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Considering our case, four clusters were identified by employing a rate of six occurrences of 
keywords. The cluster components are detailed in the first table and the keywords network, being 
evidenced through different colors. 

 
Table no. 1. Clusters of keywords 

 Cluster 1 
(red) 

Cluster 2 
(green) 

Cluster 3 
(blue) 

Cluster 4 
(yellow) 

1 Business Accountability Communication Companies 

2 Corporate Behavior CSR Corporate social 
responsibility 

3 Corporate 
sustainability 

Financial 
performance Determinants Corporate social-

responsibility 

4 Environmental 
policy Governance Disclosure Firm performance 

5 Environmental-
management Legitimacy Europe Industry 

6 Framework Perspective Firm Stakeholder theory 
7 Green Policy Governments Strategy 

8 Impact Public-policy Information Sustainable 
development 

9 Innovation Responsibility Public-policies  

10 Management Social-
responsibility Stakeholders  

11 Performance Stakeholder Sustainability-
reporting  

12 Public policy Supply chain 
management   

13 Strategies    
14 Sustainability    

Source: Author’s computation through VOSviewer 
 
From the list of articles considered, the top keywords are “corporate social responsibility” (with 

149 occurrences in the forms “corporate social responsibility”, “corporate social-responsibility”, or 
“CSR”), “sustainability” (with 96 appearances), “performance” and “governance” (each with 37 
occurrences), and “management” and “sustainable development” (each with 34 occurrences). The 
terms “legitimacy”, “business”, “framework” and “industry” are also a frequent focus (15 or 17 
occurrences) for the papers on corporate sustainability and public policies indexed Web of Science.  

From all the keywords clusters, the fourth one does not relate to policy concepts, being centered 
on companies but also on sustainable development, which might relate to both levels, corporate, 
and society. The other three clusters have references to policies in general, public policies, 
frameworks, and governments. In our view, the first cluster is more related to business and public 
policy aspects working towards innovation and in an eco-friendly manner to achieve better 
management and performance and most important, sustainability. The second cluster emphasises 
how accountable companies are to achieve good governance by following the policies and conform 
to rules and regulations. The third cluster is underlying the importance of sustainability reporting 
and the importance of public policies and government in CSR. 
 
4.2. Citations per countries analysis 

The citations per country analysis emphasises the relationships between researchers and the 
network built up through research teams. In this analysis, the dots represent countries and the 
thickness and distance of the line evidence the degree of collaboration between researchers. This is 
the second stage of the analysis, in which we consider a minimum of three documents and three 
citations for a country. From the 289 papers considered, the VOSviewer software evidenced a set 
of 20 countries. 
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Figure no. 3. The citations per countries network visualisation 

 
Source: Author’s computation through VOSviewer 

 
We can observe from Figure 3 that the United States is the center of the network. The 

VOSviewer software identified 57 documents and 2,362 citations, having the highest link strength 
in the citations network. It is followed by Canada, from the same cluster as the USA, where 17 
documents on corporate sustainability and public policies were identified, with 1,203 citations. The 
software identified 31 documents for England and Australia, with 626 and 359 citations, 
respectively. From the network, we can observe that these top countries in terms of the number of 
publications and also citations are in the same cluster. The least documents on corporate 
sustainability and public policies were in Wales, Norway, Switzerland, and Sweden, where up to 5 
papers indexed Web of Science were detected. Although not many documents were published in 
these developed countries on the topic of sustainability and public policy, the number of citations is 
very large for Wales (135 citations) and Norway (105 citations). 

The citations per countries analysis returned three clusters. They are described in Table 2, 
illustrating the countries where researchers keep the strongest collaborations.  
 

Table no. 2. Clusters of citations per countries 

 Cluster 1 
(red) 

Cluster 2 
(green) 

Cluster 3 
(blue) 

1 Australia France India 
2 Belgium Lithuania Italy 
3 Canada China New Zealand 
4 England Portugal Norway 
5 Finland Spain Sweden 
6 Germany   
7 Netherlands   
8 Switzerland   
9 USA   
10 Wales   

Source: Author’s computation through VOSviewer 
 
From the distance and lines thickness presented in the second figure, we may assume that the 

strongest collaborations are between researchers in the USA and Germany and The Netherlands 
and Australia being all in cluster 1. The distance between clusters is quite large, indicating a clear 
delimitation of clusters. The first cluster includes some of the most developed countries around the 
world (USA, Germany, England, The Netherlands etc.). The second cluster is composed of 
Mediterranean countries but not entirely. The shortest line indicates a collaboration between Spain 
and China. 
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4.3. Citations per author analysis 
The citations per author analysis reveal the most cited first authors of the scientific articles on 

corporate sustainability and public policies indexed Web of Science. The VOSviewer returned 18 
authors based on the filters imposed: a minimum of two papers per author (as the first author), and 
at least 20 citations for every paper. According to the VOSviewer results presented in Figure 4, the 
top-cited authors in this analysis are Michael E. Porter, with 64 citations and 202 links, and Carroll 
Archie B. with 49 citations and 193 links. A large number of citations for papers on corporate 
sustainability and public policy topics was also revealed for the European Commission (46 
citations and 81 links) and Sueyoshi Toshiyuki (82 citations and 42 links), but in these cases, the 
relationships with other authors, part of the VOSviewer network, are less strong, hence the fewer 
correspondent links. 

 
Figure no. 4. The citations per author network visualisation 

 
Source: Author’s computation through VOSviewer 

 
Two clusters were evidenced in the citations per author analysis, and four of the 18 authors 

returned by the software were not included in any cluster, as detailed in Table 3. 
 

Table no. 3. Clusters of citations per author 

 Cluster 1 
(red) 

Cluster 2 
(green) 

no cluster 
(grey) 

1 Albareda I Deegan C. Kolk A. 
2 Carroll A.B. Eisenhardt K.M. Lyon T.P. 
3 European Commission Elkington J. Porter M.E. 
4 KPMG Freeman R.E. Sueyoshi T. 
5 Maignan I. Global Reporting Initiative  
6 Matten D. Gray R.  
7 Steurer R. OECD  

Source: Author’s computation through VOSviewer 
 
From the network visualisation, in the first cluster, we observe a strong relationship between 

Magnan I., Steurer R., Matten D, and one of the global network of professional firms providing 
audit, tax and advisory services (KPMG). In the second cluster, the strongest relationship is 
between the Global Reporting Initiative and Gray R., but also between OECD and Deegan C., and 
OECD and Freeman R.E. It is also worth mentioning that the top author previously mentioned, 
Porter M., is not part of a cluster, but it was cited by many of the authors in the network presented 
as the lines indicate.  
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5. Conclusions 
 

Based on the analysis of the keywords, the papers studying the relationships between corporate 
sustainability and public policies often discuss the following topics and concepts: corporate social 
responsibility, sustainable development, performance, management, legitimacy, disclosure or 
sustainable reporting. Therefore, we consider based on this study that research on corporate 
sustainability should be linked to CSR, performance, sustainable development, sustainable 
reporting, while the public policies should be related to management, disclosure, and legitimacy, or 
sustainable development in terms of economy and society. 

From the 289 papers analysed, most of them were published in American Journals and were 
also highly cited, which reveals an interest in publishing this topic, although the regulations in the 
US do not impose CSR as much as in Europe. Other papers on sustainability and public policy 
were frequently published in English, Australian and Canadian journals. From these, the later ones 
had the highest number of citations, although the number of papers published was about half of 
those in England and Australia. 

Finally, for the citations per author, we mention Sueyoshi Toshiyuki and Michael E. Porter as 
the most cited authors for papers on corporate sustainability and public policy. However, papers 
realised by the European Commission or professional firms providing audit, tax, and advisory 
services are very important in this field, presenting the latest regulations, but also predicting 
potential challenges and changes in the field. 
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Abstract 
 

This opinion piece comes to perform a brief SWOT analysis on both conceptually and the 
realities in the field. The sustainability, the sustainable development and the sustainable tourism 
are not so new concepts as they are still in the process of defining their place, role and content, 
seen from a dual theory-practical perspective. 

Without going into depth analysis, the opinion piece is dedicated to aspects that, if properly 
nuanced, can be of maximum interest and usefulness. 

 
Key words: sustainable tourism, complex systems, strategies, stability, chaos 
J.E.L. classification: O18, Z32 
 
 
1. Introduction 

 
The sustainability coordinates represent, in the authors' opinion, the answer of a general 

property of the paradigms in science, that is the adaptation and correlation with and to the new 
coordinates of reality and at the same time, to the rhythm imposed by the other sciences. 

The issues of the transition from the sustainability approaches to the sustainable tourism 
development are a process that is not straightforward, raising a number of challenges but, as 
practice shows, the process has begun to run at different speeds and with greater or lesser success, 
but with success nevertheless. 

The sustainability and impact of disruptive processes will be, from now on, essential 
coordinates for the development of tourism, on all its levels and forms. 

When they are related to the impact of descriptive processes, we cannot fail to refer to the rapid 
computerization processes of more and more of the activities usually considered to be “external” to 
tourism (general, specific information, structured on various levels of tourist utility, integration in 
different data bases, update, communication, etc.). Communications also integrate the same area of 
approach, an increasingly sophisticated activity, with shorter response times and with or without a 
distinct organization, with consistent investments, etc. 

It is becoming increasingly clear that tourism, as we have repeatedly shown, is becoming not 
only a beneficiary but also a catalyst for (global, continental, regional, national, local) 
development, in addition to the fact that, worldwide, it provides about 300 million jobs (between 
9% and 10% of the total global workforce) (UNWTO, 2018). 

Beyond the approaches that have become more or less classic, the authors' opinion is that 
sustainability is a sufficiently complex and difficult to optimize issue and due to the fact that it 
refers not only to relationships with the natural environment but also with the social environment, 
through a series of qualitative aspects that are intrinsically related to education, culture and 
traditions, the triptych which any civilized social construction is based upon. 

That things are this way and not otherwise, is evidenced by the surrounding realities, which are 
not always pleasant, on the contrary. In these conditions, it is obvious that talking only about 
strategies in tourism is no longer enough.  

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

556

mailto:vdacad@yahoo.com
mailto:ogacadr@yahoo.com


2. Theoretical background  
 

In this chapter we will add in discussions different conceptual challenges in tourism, sustainable 
development and how it manifests itself in practice, how these aspects interfere with the concept of 
complexity. 

Beyond its pleasant and relaxing aspects (as absolutely necessary characteristics, intrinsic to the 
tourism activity, whatever it may be and wherever it is practiced), the tourism of the 21st century 
has among its concerns, the more and more “dense” and amplified negative aspects, extended on all 
levels of sustainability in tourism: the economic, social and ecological levels. 

Objectively, tourism becomes the object of specific policies, with vast areas of coverage and 
time horizons beyond the medium term. 

We emphasize these aspects because the short-term, the seasonal tourism, the speculative 
tourism is not compatible in any form and at any way with the sustainable tourism (Robinson, 
2004). 

Alongside with the ecological and social sustainability, the economic sustainability must be 
taken into consideration as a sum of activities intended to ensure the resources and the continuity of 
the specific activities. 

Also, in the hypothetical report of “hierarchy”, of ecological sustainability versus the 
anthropocentric sustainability, the authors believe that the first has priority and that the priority that 
has been provided to the second, for centuries in a row, brought us in the threshold of the 
ecological catastrophes that we all live today, but that only some of us “deserve” (Gallopin, 2003). 

Tourism, if the processes of modernization and exaggerated diversification of its forms continue 
beyond certain limits, tends to become an energetically active, highly polluting activity, with an 
ecological footprint difficult to estimate. 

It is estimated that by 2050 world tourism will require the following (Cabrini, 2015): 
• an increase in energy consumption by 55-60%; 
• an increase in greenhouse gas emissions by 30-35%; 
• an increase of water consumption by about 50-55% and 
• an increase in the “production” of waste by over 250-260%. 
It should be noted that these “increases” have nothing to do with certain characteristics of 

tourism (exclusive tourism versus mass tourism, urban tourism versus rural tourism, mountain 
tourism versus summery tourism, land tourism versus naval tourism, etc.). 

It is estimated that not the quality of tourism services will be decisive word but the “quality” of 
tourism, i.e. what is already known and included under the concept of “education” of the tourist 
(both the natural, normal and necessary education for the responsible acquisition of the tourist act 
and service). 

Tourism will no longer be just relaxation and pleasure but also education and responsibility 
on the part of the client. 

Therefore (and this is not big news), the field of tourism will simply be assailed by a series of 
challenges whose overcoming will require new ways of thinking and behaving and also new 
specifications on the final payment invoice. We bring to your attention only a few of these 
challenges that will experience a diversification and an explosion in a variety of forms of 
manifestation that should not take us by surprise: 

• The diminishing and/or canceling, as the case may be, of the negative effects of the tourist 
activities. Perhaps this idea should be emphasized in the sense of drawing up lists of general 
and specific benchmarks of such effects (and activities) so that each type of tourism (or class 
of tourist services) has and observes a “guideline” that is made available free of charge to 
tourists. Necessarily, the “guidelines” or restrictions will be specific content for the mountain 
tourism, for the naval tourism, or for cruise ships and obviously, they will differ from the 
recommendations for the urban or sports tourism. 

• Maintaining a desirable balance between the demands and the (perhaps sometimes 
exaggerated) claims  of tourists  and the possibilities of tourist units seen precisely in terms 
of ecological and social sustainability. For example, tourists come to the mountains not only 
to enjoy the landscapes but also to breathe (at least theoretically) cleaner air. And if, out of 
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the blue, 30 motorcyclists show up and want to “scrape” routes through the woods, after 2-3 
hours of this type of having “fun”, the dream of cleaner air must obviously be postponed sine 
die. 

• The prevalence of financial criteria in relation to any other criteria is a challenge, in a 
euphemistic expression, in the idea of achieving and maintaining the balance between the 
three levels of sustainability. Perhaps in this area, analyzes targeting different tax systems 
for different degrees of implementation and compliance with the requirements of 
sustainable tourism should be detailed. 

• Last but not least, intensifying the transfer of knowledge and experiences on the promotion 
and development of sustainable tourism would be if not part of the solution, at least an 
important catalyst in the attempt to expand the forms and practices of sustainable tourism. 

We believe that a legally supported attitude which considers climate change, the energy crisis 
and the irreplaceable resource as factors of stress, pressure on decision-makers and strategic and 
operational decisions specific to tourism activities (this is in fact the vision of the transatlantic 
school) – is at least inappropriate. If even when the hotel is ravaged by hurricanes and the hailstone 
breaks the lens of your glasses, one does not realize the true size of the problems, it is very clear 
that we no longer have to wonder why space of solutions narrows with a dizzying speed. 

We mentioned earlier that for sustainable tourism, the usefulness and effectiveness of strategies 
must be complemented by well-founded policies, for at least two major reasons: 

• The sustainable tourism is the result of the composition of the interference of strategies in 
five major areas: the ecological, economic, social, cultural and political and administrative 
area. However, the preoccupation of the economic agents from the dominant tourism is 
known and obvious in the areas regarding the financial component of the economic field, on 
the legislative component of the political and administrative field and, if there is time left, 
also on some elements from the social field. The rest of the fields, with their dynamic and 
very difficult issues, if are not taken over by the academic environment, remain abandoned 
in an area of forgotten statements and commitments. The need for closer collaboration, for 
cooperation that does not begin and end in conferences and symposia is one of the main 
coordinates of future strategies in this field. 

• As we pointed out above, as a result of the composition and interaction between five major 
areas of activity, willingly or unwillingly the sustainable tourism is moving rapidly towards 
the area of analysis of the sciences of complexity, a science whose paradigm is based upon 
concepts such as evolution, the boundaries of transition phases, the chaos theory, the 
(positive and negative) feedback, the nonlinearity, etc. 

 
3. Research methodology 

 
In  order to achieve the research objectives, in this article we used a qualitative analysis of the 

general conceptual framework starting from well-defined elements such as: sustainable tourism, 
complex systems, strategies, stability, chaos.  

Therefore, in an inductive manner, we aim to discuss convergent aspects of the concepts 
outlined above with an emphasis on the practical dimension of sustainable tourism. 

From the perspective of complexity theory, the environment and organization are nonlinear 
processes, which makes it very difficult to analyze the cause-effect chain. Therefore, the simplistic 
approaches must be replaced by behavioral (nonlinear) models of the analyzed systems 
(ethnographic approaches, diagnosis, etc.). Without going into details, let us recall the essence of 
the concepts stated above, as these concepts are specific to the theory of complexity. 

The self-organization refers to the quality of systems to spontaneously form structures 
(associations, civic groups, etc.) that group the interested parties to dynamically optimize relations 
with the environment (given the property of open systems to reorganize when they reach critical 
points of instability, whose behavior is independent of the stimuli coming from the economical, 
social and ecological environment) (Berian, 2010). 

The resilience and stability: the resilience is a measure of the probability of survival of a 
system in hostile environmental conditions, while the stability is the property of the system not to 
destructure and to fulfill its functionality in given environmental conditions. 
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The emergence and the co-evolution: the emergence is a sum of properties of a system that 
cannot be found in any of its components/subsystems. For example, we could consider an 
association made up of several economic agents in tourism and which obtained an investment loan, 
which could not have been achieved separately by any of those entities considered separately. The 
emergence is therefore a property of complex systems that allows them to reduce entropy. 

The co-evolution may occur in the presence of the emergency, as the example above indicates. 
The frontier of chaos comes in response, in a way, to the denial of the positive qualities of the 

emergency. For example, tourism specialists, especially among practitioners, know that there was a 
time with a lot of investment in the accommodation capacity (especially in the mountains) which 
subsequently generated collapses not only in prices but also in the degree of occupation of each 
capacity, followed by many bankruptcies. 

The positive feedback generates change while the negative feedback contributes to maintaining 
the stability of complex systems. The positive feedback describes the widening gap between results 
and expectations (forecasts). 

Such behaviors may occur, for example, in the tourism workforce where, initially, through 
specialized programs, many young people were attracted to this field of activity, who later on 
emigrated to the West in large numbers, which created a great gap and which was perpetuated 
between forecasts (expectations) and realities. 
 
4. Findings 
 

The sustainable development has moved out of the declarative zone into the realm of current 
practices and everyday realities, even if in some areas of the planet (such as North America but also 
South America) it is still neglected or maintained in the area of (political and theoretical) 
declarations. 

The sustainable development also has the attribute that it does not preferentially address one 
field or another but has imposed itself as a last minute necessity for all human actions and 
activities, and therefore in tourism. 

And as in any other field, the contradictions induced by the “sustainable” concept also 
manifested themselves in the activity of tourism. 

• The outsourcing of any kind can no longer be tolerated and should never be tolerated again. 
The rule according to which “the polluter pays and the one who destroys, compensates” is 
being implemented and generalized at a fast pace. The age according to which “the profit is 
mine and the costs are yours” has diluted a harmful practice of irresponsible and 
unsanctioned outsourcing in any way. It goes without saying that here is still much to be 
done, at least at the level of financial payments that do not yet inhibit enough the abusive 
behaviors of the big players, with huge financial resources on the tourism market (and not 
only). 

• The speculation, which in a form of academic expression would favor the motivation of 
short-term actions over long-term ones, the maximization of profit based upon outsourcing 
and not the optimization of costs, would seem to go through hard times, taking into account 
the irreconcilable opposition with the principles and rules of the sustainable tourism 
development. 

In view of the above, we will try to develop and state our own definition of sustainable tourism 
as that form of tourism in which speculative actions and outsourcing are minimized and in 
addition, the ecological and social factors prevail over the other specified (financial, 
administrative, political) factors. 

The realistic question is this: is it possible to practice such a form of tourism on a large scale in 
the context of globalization and the pursuit of profit at any cost that it has encouraged, supported 
and promoted? The obvious answer is: No! Here are also the consequences: the solutions should 
have been applied if not yesterday, they should be applied today, at the latest. There is no 
tomorrow! 

There would also be a set of (not necessarily generally applicable) rules and principles that 
legislators and operators should integrate into the current regulations and practices under the 
auspices of severe sanctions in case of assumption and non-compliance. Among these rules we 
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could state the rule of partnership, impact management, the principles of complexity, flexibility, 
monitoring, sustainability, the “polluter-pays” principle, the “fair” payments in case of non-
compliance with the rules and principles, the self-sustainability, the principle of quality practices in 
tourism. 

It is obvious that without concrete contents, the sustainable tourism also becomes a theme of 
already trivial symposia and conferences and, in addition, there is a risk of turning from tourism 
into an organized form of “regulated” looting. 

These clarifications are made because the differences between sustainability and sustainable 
development, that is between concept and action exist and must be known. 

In principle, the concept of sustainable development has come to complement an older concept 
aimed at protecting the environment and is, as we know, an agreed vision of using the natural, 
human and financial resources to respond optimally to both the intergenerational equity issues, as 
well as those of an ecological nature in the conditions of rational economic efficiency. 

Why did we define this concept after that of sustainable tourism? For two reasons: 
• The first reason relates to those emphasis made on reducing the speculative behavior as well 

as the outsourcing practices, thus resulting in a rational and “clean” behavior of the 
economic agents and the result can only be a rational profit obtained as an effect of a rational 
efficiency. 

• Secondly, we had in mind the fact that although it is far from an excessively high degree of 
complexity, this paper is intended for specialists and connoisseurs. 

• From the concept of sustainability to sustainable development, the road is both long and 
difficult because: 

• If sustainability is a quality of the aggregate functioning of several interacting domains, the 
sustainable development is a process in itself, a projection of a beautiful theory into an ugly 
reality. The sustainability can be defined and imagined far from the specifics of one activity 
or another. The sustainable development, beyond a few common practical aspects, will be 
defined in a peculiar way for the extractive industry, in a very different other way for the 
petrochemical industry and completely differently for the tourism and services industry. 

• Conceptually, sustainability can last as formulations, definitions and theoretical elaborations 
for a longer time, thus having a sufficiently long stability, which one cannot state about the 
sustainable development, which is subject to continuous changes and permanent innovative 
processes. 

• Both the concept of sustainability and the concept of sustainable development are seen by 
the authorities and the dominant private sector as stressors, which usually lead them to short-
term actions, while the academic and civic environment address it, but as compulsory, 
strictly necessary anthropic regulatory factors, which are decisive in defining the 
perspectives of the capacity of the human civilization to resist within the boundaries defined 
by a “living” biosphere… 

• In principle, sustainability gives priority to ecological issues, to the issues related to 
maintaining the accessibility of scarce and irreplaceable resources necessary for the 
existence of life in general (air, water, soil, forests, etc.), while the sustainable development 
emphasizes the anthropocentric vision and the role of increasing the collaboration of 
different categories of activities and communities; it si not being able to satisfactorily answer 
the question whether money is a means or a goal or both, and if so, who ultimately has the 
decisive role? 

• Although far from provoking emotions that are proportionate to the size and severity of the 
problems, the sustainable development has also taken a decisive step in the political arena, 
becoming a weapon of attack for some and a weapon of defense for others, which will 
certainly lead to if not to the delay in the adoption of decisions and solutions, at least to an 
unacceptable slowdown in the development of projects and programs in the context in 
which, as days go by, nature is increasingly aggressive, showing us relentlessly that the time 
for solutions has expired. 
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On the other hand, sustainability essentially aims at addressing the system and problems of a 
social and ecological nature more, if not exclusively, theoretically and perhaps methodologically 
(by the bravest and most involved parties). 

 
5. Conclusions 

 
Undoubtedly, tourism is still, unjustly, marginalized amongst other research activities and 

scientific approaches, perhaps also because tourism suffers from a relative conceptual 
inconsistency. Let us remember that on certain segments of theoretical approaches there is, for 
example, an inflation of terms (such as green tourism, geotourism, ecological tourism, sustainable 
tourism, etc.). 

Thus the lack of rigor makes its presence felt and from a random presence becomes a 
permanent… presence. 

Also, the divergence of opinions at any cost has more than once taken the place of freedom of 
thought and the creation of elaborate theoretical substance, original and with application potential 
benefit. Therefore the marginalization of tourism is not accidental both in scientific approaches and 
in the support that can come from the political world. 

The heterogeneous nature of the activities, the fragmentation and atomization of the field both 
practically and from the perspective of academic approaches generate situations of irrational 
antagonism in the sense that often, most can confuse even those who claim to be supporters of 
tourism in general and those of the sustainable tourism in particular. 

We end this short journey through the opportunities and difficulties of sustainable tourism, 
emphasizing once again that: 

• The sustainable mountain tourism can be a vector, a pivot of sustainable tourism in general, 
both theoretically, methodologically and in terms of concrete achievements. 

• The conceptual and methodological road is not easier than a difficult mountain route in 
severe winter conditions but there are scientific resources and institutional openness so that, 
systematically, remarkable progress can be made, both at the department and in the field. 

• The sciences of complexity will be the foundation of any theoretical and practical 
construction in the field of sustainable tourism. 
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Abstract 
 
Facilitating the development of students' professional skills for the professional insertion in the 

education system, by reducing the gaps between educational theory and the concrete realities of 
practice school. This goal aims to create a link between practice initial training, tutoring and 
professional insertion of future students teachers, in relation to the requirements of education 
reforms and standards Europe. The Romanian education system has as a priority objective 
professionalization of the teaching career on the component of initial training and continuous 
teaching staff. 
 
Key words: mentor, initial training, professional development, partnership, professional debut 
J.E.L. classification: A20 
 
 
1. Introduction 
 
      This work starts from the appreciation we have for the teaching profession and from the 
reflection on the reality that surrounds us in this stage of reforms in all areas. Young people who 
have opted for becoming a teacher often faces what adults call it the experience. We hear and say: 
“experience is the best scale for human knowledge”. Experience must be based on knowledge, 
information, skill and mastery in the operationalization of information and, also on adopting an 
appropriate attitude to what needs to be done we achieve to be recognized competent, each in the 
field in which we carry out the activity. 
       Of course every profession is important in society, but if not we invest in the noblest of them, 
that of teacher, educator, cadre didactic, who will guide our learning, who will train us, who will 
determine to gain experience? 
       These are just a few general-human arguments that we invoke them to provide motivation to 
young people who are preparing to become teachers, but also those in charge of education who are 
due to interact to form a high-performance training system and viable. 
 
2. Literature review 
 

Following the studies carried out by various researchers in the field, both current and 
historically older, are included the reports and analyzes associated with the proposed topic. 
Through the studied works, the necessity and importance of mentoring in the career development 
of any employee are brought to the present.  

In 2014, Yang Y. conducted a study, entitled “What forms of mentoring programs are available 
to other large companies?”, In which he presented the importance of achieving clear, necessary 
and, at the same time, important goals for companies. in carrying out mentoring programs. Yang Y. 
believes that "both mentors and mentors, novices, should be actively involved in the whole process, 
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with senior leaders acting as key stakeholders and the human resources department as administrator 
and coordinator."  

In 2013, researchers Sirivastava S. and Thakur MK, in the article “The influence of the 
mentoring relationship on role-based performance”, pointed out that for the mentor, “motivation is 
an important variable in the guidance literature”. because the mentor must not be influenced by 
anything in his guidance activity. He must clearly set his goals, the goal he pursues. The activity 
carried out by the mentor must be reflected in the results obtained, because depending on the type 
of mentoring offered to the novice, the proposed objectives will be achieved, and he will be 
properly advised and guided in connection with his future career.  

In research conducted in 2007, entitled "Mentoring: theory and practice" by Judy McKimm, 
Jollie Carol and Hatter Mark, mentoring is seen as "an old concept in a new idea." According to the 
authors mentioned above, mentoring first appeared in Greek mythology, when Telemachus, the son 
of Odysseus, was left in the care of the goddess Athena, who had taken the human form of her old 
friend, Mentor.  

From then until now, in all fields, novices have been supported and guided by experienced, 
mentors. 
 
3. Research methodology 
 

Our main research aim is to define, identify and establish the role of the mentor in the 
organization and how it influences the novice in career development. The approach of scientific 
research is based on the causality between the skills of the mentor and the career development 
process under his guidance. 

The objective from which we started the research is to identify the mentoring functions and to 
define the mentoring in the development of the individual's career within the organization. 

The research was carried out within the three educational units, with preschool level. 
The group of subjects was represented by 49 teachers, distributed as follows: 12 mentoring 

teachers and 37 mentored teachers. The 12 mentoring teachers are teachers with higher education 
in the field of education and first degree, while the mentored teachers, those who need career 
guidance are grouped into three categories: 

- Beginner teachers with secondary education in the field of education (9 people); 
- Beginner teachers, with secondary and higher education, other than in the field of education, 

but who are in the process of qualification (6 people); 
- Teachers with secondary and higher education in the field of education, aged between 2 and 14 

years, who are enrolled and will take the exams for obtaining teaching degrees in education (22 
people). 

The research methods used were direct observation, meetings and direct advisors depending on 
the proposed topics, analysis of the results obtained. 
 
3. Results 

 
The results obtained showed that following the mentoring program, both the mentor and the 

mentee had something to gain. 
Through the meetings between the two actors, it was observed that if the former develops an 

open communication, an excellent empathy, has an open attitude and thinking, develops patience in 
listening to him and encourages him in front of him, he will develop a relationship. correct 
mentoring. 

All this develops an unfair relationship with the one he guides, does not deviate from his role, 
knows and guides his novices correctly, offering suggestions and recommendations based on his 
own experience, but at the same time, he has the ability to giving the guided person new 
perspectives on a situation or problem, leads to achieving a desired level of performance in the 
career. 

The fact that those who were mentors in our research did not learn the role of psychologist and 
knew how to keep a distance between personal and professional problems helped those who were 
mentored to make the right decisions about their career development. 
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A study conducted by Arifeen in 2010 highlighted that career advancement is closely linked to 
the existence of a mentor, which demonstrates that mentoring functions are essential in the 
development of the individual within the organization. 

Also, the fact that, in the research, the subjects were different, their level of knowledge was 
different, required each mentor to develop a well-planned mentoring program for each person 
guided, as the needs of each were different. For the 9 beginning teachers, at the beginning of their 
career, having only the high school (secondary education) in the field of education, the program, 
but also the counseling was different because, compared to the 7 beginner teachers who, although 
they had secondary and higher education (but not in the field of education), the adaptation to the 
environment and the educational requirements of the school organization were more difficult, as 
they did not know how to apply the necessary methodologies. 

Compared to these two categories, the third category is totally different, as teachers already 
have experience in the field, with higher education in the specialty, and the exams in which they 
participate have required a completely different guidance and counseling. 

At the end of the study it is discussed with all the participating staff and we asked them to describe 
how it helped them participate in this program in their career use.  

The subjects answered the following questions: 
1. Do you think that a mentoring program developed in your organization can help you in your 

career development? 
2. In the mentor-apprentice relationship, the mentor is the person who ... 
3. How do you think minors should be selected in your organization? 
4. Among the people proposed as mentors, who would you prefer and why? 
5. In the future, do you want to become a mentor? Why? 
Thus, information is obtained about: 36 people come to conclusions to participate in this program to 

encourage interest, and the relationship is nurtured to create a maintenance to create a basis to help, to 
be able to help, to be able to assure, should be responsible, empathetic and sincere. 7 of many people 
consider that, after participation, they can become more responsible, calmer, more organized, and 4 
teachers and declarants that, after that, then it is possible to schedule to accommodate more and can 
quickly in school organization. However, there were also 3 care teachers, considering that this 
mentoring program is not a help for help, declaring that it is considered a personal authorization. 

When asked "How do you think mentors should be chosen", 29 of the teachers participating in the 
study believe that mentors should be chosen not only according to their studies and teaching degrees, 
but also according to their qualities and skills. 10 of the subjects consider that mentors should be 
selected following a well-established competition, both with practical and theoretical tests. 

When the subjects were asked if they preferred a specific person to guide them, 35 considered that 
they had no preferences and were glad that they discovered and formed a new relationship, and 4 
teachers refused to answer, not specifying the reason. 

To the last question people who answered that they do not need a mentor to help them in their career, 
do not want to become mentors, because they believe that they will not have the patience and calm 
necessary for it. 

Instead, 36 teachers believe that in the future the role of mentor will suit them, because when you are 
at the beginning of the road, in any activity, whether you register to participate in the teacher's degree 
exam or you are at the beginning On the road to your career, the mentor is the person who supports and 
encourages the beginner. 
 
4. Conclusions 
 

To understand the new concept of quality in education, in the spirit its generation and promotion, in 
order to be able to apply what I have presented as guidance in the initial and in-service training of 
teachers, we need to focus on results as performance. For this it is necessary that all educational actors 
be trained in the field in which they work activity and in the field of legislation in force on quality in 
education, of the currently applied quality management systems (ISO, EFQM, CQAF). 
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Abstract 
 

The objectives of this paper are to identify the sources of financing of tourist entities. Located at 
the intersection of the two spheres (the tourist markets and the financial ones), the tourism entity in 
Romania is interested in finding the formula to assure its optimal funding by attracting resources 
from the financial environment, it is interested in high level satisfaction of the tourism demand and 
obtaining profit from the economic sphere. The determining objective of the Romanian 
tourism entity is to maximize its value by carrying out a profitable activity that will ensure a 
satisfactory remuneration of all its capital providers. This implies that the tourism entity obtains 
superior profits and, most importantly, generates sufficient cash funds for the distribution of 
dividends to the shareholders, simultaneously with the remuneration of the creditors at a favorable 
level of interest for the borrowed funds. 
  
Key words: tourism, tourism market, tourism demand, financing, profit 
J.E.L. classification: L83, M10 
 
 
1. Introduction 
 

Today's society is much deeper, it has become one of knowledge, freedom and dynamism, and 
tourism specifically illustrates its values. Naturally, as travel has always meant, in essence, travel in 
time and space, discovery, communication and spiritual enrichment.  

Romania has huge natural reserves, untapped for tourism, but also economic prospects. 
Romania gets to be an attractive country for international investors that are ready to invest in viable 
local projects.               

The development of the strategy of the tourism entity is a challenge to obtain competitiveness, 
thus incorporating all expectations of the stakeholders in strategic management.               

The process of substantiation, elaboration, implementation and evaluation, based on a 
professional approach and on the development of networks of relationships with stakeholders and 
even between them creates the premises for implementation with increased efficiency and 
generators of additional advantages. 
 
2. Literature review 

 
Baker M. (1994, pp. 48) stated that ensuring a climate in which consumer satisfaction as the 

main reason of the enterprise is one of the primary objectives that Romanian tourism entrepreneurs 
should take into consideration in the implementation of their marketing strategy. 

M. LeBoef (1987, pp. 13), is of the opinion that a dissatisfied client also informs about eight or 
ten people about his / her negative problems found in the visited unit. 

G. Lammers (2006, p. 27), believes that customer satisfaction will increase if businesses adapt to 
the wishes and needs of their customers in time. 
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3. Materials and methods 
 
Tourism is one of the most dynamic areas of activity, which generates currency resources and 

jobs. 
As seen in the literature, tourism consumption covers the whole hierarchy of needs mentioned in 

Maslow's model. Tourist consumption extracts its determinants from all levels of Maslow's 
pyramid (Cristureanu C., 1992 b). 

In the broadest sense, information (Costi, 2009) is a communication, a data, a message that 
conveys meanings about objects, people, phenomena, processes, events and intentions. 

According to World Travel & Tourism Council, Travel and Tourism is an important economic 
activity in most countries around the world. As well as its direct economic impact, the industry has 
significant indirect and induced impacts. The UN Statistics Division-approved Tourism Satellite 
Accounting methodology (TSA: RMF 2008) quantifies only the direct contribution of Travel & 
Tourism. But WTTC recognizes that Travel & Tourism's total contribution is much greater, and 
aims to capture its indirect and induced impacts through its annual research. 
 

Figure no. 1 Travel&Tourism contribution 
 

 
 

Source: https://www.slovenia.info/uploads/dokumenti/raziskave/raziskave/world2019.pdf 
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Figure no. 2 World direct contribution of travel & tourism to GDP % of whole Economy GDP, 2009-
2019 

 2018 2018 2019  2029  

WORLD USDbn1 % of total Growth2 USDbn1 % of total Growt
h3 Direct contribution to GDP 2,750.7 3.2 3.6 4,065.0 3.5 3.6 

Total contribution to GDP 8,811.0 10.4 3.6 13,085.7 11.5 3.7 

Direct contribution to 
l t4 

122,891 3.8 2.2 154,060 4.3 2.1 

Total contribution to 
l t4 

318,811 10.0 2.9 420,659 11.7 2.5 

Visitor exports 1,643.2 6.5 4.0 2,483.9 7.2 3.8 

Domestic spending 4,060.1 4.8 3.5 6,031.9 5.3 3.7 

Leisure spending 4,475.3 2.5 3.8 6,780.7 2.8 3.9 

Business spending 1,228.0 0.7 3.0 1,735.1 0.7 3.2 

Capital investment 940.9 4.4 4.4 1,489.5 5.0 4.2 
Note: 2018 constant prices & exchange rates; 22019 real growth adjusted for inflation (%); 32019-2029 
annualized real growth adjusted for inflation (%); 4'000 jobs 

 
Source: https://www.slovenia.info/uploads/dokumenti/raziskave/raziskave/world2019.pdf 

 
4. General consideration on the financing sources of the tourism entities 

 
The integration of emerging markets, of which Romania is a part of, among 

the developed financial markets is a necessity, but it is necessary that this process be done 
gradually, taking into account national interests and at the same time minimizing the costs of 
international integration. 

The development and integration of international markets implies first of all the legislative and 
institutional harmonization to the standards imposed by the international financial institutions. 

The total liberalization of capital flows is a necessity for Romania and it must be done gradually, 
starting from the current characteristics of the capital market, so as to diminish the negative effects 
of the liberalization of the circulation of financial services and capital. 

Located at the intersection of the two spheres, the Romanian tourism enterprise is interested in 
identifying the formula that will ensure its optimal financing by attracting resources from the 
financial sphere (figure 1, flow A), and, satisfying the demand and obtaining profit from the 
economic sphere (figure 1, flow B). 
 

Figure no. 3.  Place of the Romanian tourism entity at the intersection of the economic and financial 
spheres 

 
 
 
 
 
 
 
 
 
 
  

Source: Author processing 
 

The determining objective of the Romanian tourism enterprise is to maximize its value by 
carrying out a profitable activity that will ensure a satisfactory remuneration of all its capital 
providers. 

  ECONOMIC SPHERE     A  B       FINANCIAL SPHERE  
ENTITATEA 

 
ROMANIAN 

 

 
 
 

TOURISM ENTITY 
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This presupposes that the tourist enterprise obtains superior profits and, most importantly, 
generates sufficient cash funds for the distribution of dividends to the shareholders, at the same 
time as the remuneration of the creditors at a favorable interest rate for the funds lent to the 
enterprise. 

Maximizing the value of the tourism enterprise implies adopting the optimal financing decisions, 
so as to ensure a minimum level of the cost of capital and implicitly increase its value. 

Financial markets have an important role to play in financing enterprises, which, in addition to 
domestic financial resources, provide direct access to the capital offered by investors. 

The accounting program is the one that provides necessary accounting reports to managers in 
decision making, and its quality depends largely on the detection and notification of accounting 
errors and the speed with which information is provided (Boiţă et. all. 2014). 

In drawing up the financing decision, the enterprises must establish a financing structure in 
accordance with the following objectives: 

■first of all, ensuring the high remuneration of the shareholders through a stimulating dividend 
policy, depending on the development of the business environment and the investment prospects; 

■ increasing the value of the shares of listed tourist enterprises; 
■ maintaining an appropriate level of self-financing; 
■ ensuring an optimal degree of indebtedness by reducing the overall cost of financing; 
■ the borrowing policy must offer advantages to all capital providers without increasing the risk 

of bankruptcy. 
The assessment of the financing needs of a tourism enterprise must take into account all 

the financial funds needed to: 
■ investments in buildings and related lands, technical, electrical and sanitary equipment, the 

furniture necessary for carrying out the hotel activity, means of transport, etc .; 
■ the establishment of a working capital to ensure the development of the activity in normal 

conditions until the collection of the first services provided. 
The sources of capital corresponding to the financing of these needs are constituted by: 
■ the joint capital from the shareholders' contribution; 
■ loans; 
■ other sources of financing, from which we mention subsidies, aids, etc. 
Financing and capital sources are as follows: 
A. Financing needs  
I. Current assets 
■ Net treasury; 
■ Receivables; 
■ Stocks of materials and food. 
II. Fixed assets 
■ Land; 
■ Buildings; 
■ Technical, electrical and sanitary equipment; 
■ Furniture for the rooms and public spaces. 
B. Sources of capital 
I. Operating debts; 
II. Loans 
III. Own capital  
Modigliani and Miller summarize the formula for the compromise theory thus: the value of the 

indebted company= the value of the unlevered company+ the value of the savings from taxes - the 
additional costs of bankruptcy. 
 
5. Management of the financing funds on the short term using financial flows forecast 

 
The tourist entity must have industrial tools to achieve its objective, namely a certain production 

apparatus (buildings, furniture, and equipment specific to the hotel business) and a commercial 
one. In order to put these instruments into operation, the tourism enterprise must purchase raw 
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materials, provide the necessary stocks and sell the tourist services in order to recover the resources 
used. 
 

5.1. Current assets consist, in general, of cash, financial investments, receivables from 
customers, inventories and works in progress and expenses paid in advance. 

The difference between current and fixed assets is given by the temporal character. 
 

5.2. Current liquidity.Liquidity involves the ability to convert assets into cash. 
Lack of short-term liquidity can mean for the tourism enterprise, in addition to the impossibility 

of paying short-term obligations and the impossibility to benefit from discounts from partners. 
At this level, a short-term lack of liquidity implies a lack of freedom of choice and constraints 

for managers. 
The short-term liquidity analysis is of particular interest to the hotel manager in the management 

of current financial operations. 
This involves taking into account the following elements: 
■ the past evolution of sales and the current trend, including the seasonality characteristic of the 

hotel industry; 
■ the market share held by the hotel company; 
■ general characteristics of the economy and of the tourism industry; 
■ productivity and financial capacity; 
■ competitiveness factors. 
As the tourism industry is defined by a high seasonality index, companies in this field must first 

consider the fluctuations of revenues and then forecast the need for financing, identify the periods 
in which a surplus of financial flows is generated, but also periods with deficit of financial flows. 

The surplus and the deficit of financial flows must be carefully correlated and forecasted in time, 
so that the activity of providing hotel services is not affected. The manager of the tourism 
enterprise thus elaborates his procedure for entering the financial markets, identifies the main 
sources of financing or the destinations where he could invest the surpluses of financial flows. 
 
6. Discussions  
 

In contrast to the method of measuring short-term liquidity rates, the method 
of financial flows allows the identification of sources of financing and destinations of funds in 
the activity of the enterprise. 

Although it is not a common model in the economic activities of Romanian enterprises and even 
less in the activities of tourism enterprises, we recommend using the financial flow model in the 
current activity. 

It can successfully replace the traditional budget. In addition, through a permanent adaptation to 
future events, it becomes an essential tool for leading and managing the financial densities of the 
tourism enterprise. 
 
7. Conclusions 

 
Accommodation capacities in Romania, although numerous, do not meet the increasingly 

demanding requirements of the tourists. 
A proper financing of the Romanian tourism industry would bring on the medium-term a 

stimulus to the national economy. 
As the performance of the tourism enterprise recognized by the market also depends on the type 

of investors and how it is perceived by investors, knowing the experience and competence of 
sophisticated investors in assessing value compared to unsophisticated investors, managers must be 
constantly interested in official recognition of their performance and increasing their prestige in the 
market. 

The global performance of the tourism enterprise must capture all aspects of the current activity, 
of the relations with the social partners and its future development perspectives. 
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The impact of tourism activities in the world economy can be recognized to the extent that it is 
seen as a system in which each national economy is an important component to ensure a 
harmonious functioning, tourism is found as an essential element of capitalizing on economic 
potential in both developed and undeveloped countries.  

As such, the process of internationalization of the service sector, including tourism, has never 
been limited exclusively to giant service firms, which follow those in the field of manufacturing in 
their global expansion, and a whole network of smaller service providers from the local markets. 
 
8. References 

 
• Boiţă M., Costi B., Anghelina A., 2014. The managerial decision in tourism related to the tax 

information  and the accounting reports. Annals of the Constantin Brâncuși University of Târgu Jiu, 
Economy Series, Special Issue/2014, page. 396. 

• Cristureanu C., 1992. The economy and the policy of international tourism. Bucharest: Abeona 
Publishing House.   

• Held D, McGrew A. Goldblatt, D., 2004. Global transformations. Politics, economy and culture. Iasi: 
Polirom Publishing House. 

• Kotler P., 2002. Marketing for Hospitality and Tourism. NJ: Pretince Hall, Upper Saddle River   
• Sandu G., 2000. Capital formation of private companies. Bucharest: Economica Publishing House. 
• World Travel & Tourism Council [online] Available: <http://www.World Travel & Tourism Council, 

Travel & Tourism economic impact 2019World>  [Accessed 15 may 2020]. 
• World direct contribution of travel & tourism to GDP [online] Available: <http:// 

www.slovenia.info/uploads/ dokumenti/raziskave/raziskave/world2019.pdf> [Accessed 17 may 2020]. 
 
 
 
 
 
 
 
 
 
 
 
 
 

   

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

572

http://www.slovenia.info/uploads/%20dokumenti/raziskave/raziskave/world2019.pdf


Behavioral Integration and the Behavioral Repertoire as  
Qualitative Dimensions of a Management Team 

 
 

Ioan-Emanoil Călin 
“Valahia” University of Targoviste, Romania 

calin.emanoil@yahoo.com 
 
 

Abstract 
 

The dynamics of any organization that aims to perform in relation to a set of criteria is 
significantly influenced by the quality of performance of the management team. 

Personality, knowledge, availability to effort, cognitive versatility and the ability to develop 
socio-professional interactions favorable to the evolution of the organization are dimensions of 
interest when the object of analysis is a person with a decision-making role or when it is proposed 
as a member of a management team. 

Starting from the need to identify which are the resources through which similar organizations, 
in terms of quantity and quality of management teams, develop different organizational behaviors, 
both as internal dynamics and as adequacy to the constraints of the external environment, I 
identified as appropriate to analyze two qualitative dimensions directly attributable to the members 
of the management teams. Thus, in this article are presented some conclusions resulting from an 
empirical study on two key dimensions that are specific to the management team - behavioral 
integration and behavioral repertoire. 

 
Key words: behavioral integration, behavioral repertoire, management, organization  
J.E.L. classification: L29, M10. M12 

 
 

1. Introduction 
 

The specific difference between companies that evolve in the same socio-economic context is 
subsumed to an extent not to be neglected and the behavior of the management team. 

The competitive advantage is a valid general desideratum but its identification capacity as well 
as its operationalization often depends on the structure, dynamics and composition of the 
management team. 

In the field of organizational management, over time, the axiom regarding the universality of 
management has been imposed - any organization has as an objective need the physical presence of 
one or more persons who ensure the performance of management functions in the organization 
(Robbins & Coulter, 2012, p. 17]). 

Regardless of the type and size of the organization, as well as regardless of its field of activity 
or the geographical area in which it operates, the organization needs an indispensable element - the 
management team. 

The axiom by which the universality of management is imposed is one with dual validity. Thus, 
on the one hand, it invites the identification of the qualitative elements by which it is supported by 
reality and, on the other hand, it involves a critical analysis to identify the weaknesses of the 
management team or manager, having as reference the perception of employees or resigning, 
dissatisfied with the structure and quality of the processes specific to the management system used 
by the organization's management, as follows: 
• 51% of the interviewed employees of some companies consider that they do not have 

competent managers; 
• 28% of the same employees would fire their bosses if they had such a possibility; 
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• 35% of resigning employees motivate their resignations based on a faulty relationship with the 
management team (Robbins & Coulter, 2012, p. 5). 
The purpose of this article is to provide a synthetic image of an empirical study on how the 

management teams of some companies relate to the specific elements of behavioral integration and 
the managerial roles to be assumed in the functional dynamics of the organization. 

 
2. Theoretical background 
 

The responsibilities and processes specific to the management team are most often 
two-dimensional, having a social component and a technical, professional one. In order to identify 
a coherent mechanism through which the management team values the organizational potential in 
order to obtain the competitive advantage, two determining concepts can be used, as follows: 
behavioral integration and behavioral complexity. Both concepts describe in an integrated way the 
overall behavior of a management team. 

Behavioral integration refers to the extent to which members of a group, in this case members of 
the management team engage in mutual and collective interactions (Hambrick, 1994, p. 188). 

The behavioral integration of the members of the management team is reflected in the 
organization, through the effects produced in terms of its tangible and intangible performance and 
the organizational climate by the fact that it can be a model of beneficial interaction at work teams 
(Raes et al, 2013, p.168). 

A high degree of behavioral integration of the management team is associated with a 
collaborative work climate, aimed at stimulating creativity, sharing relevant data and information 
and the ability of management team members to generate joint competitive decisions. Studies 
dedicated to the concept of behavioral integration are focused in particular on identifying a 
significant and positive link between the level of this dimension and the results of strategic level 
obtained by the organization, especially in terms of financial performance and organizational 
agility. 

The behavioral integration of the management team ensures access, training and generation of 
relevant knowledge in the decision-making process (Tushman & O’Reilly, 1997, p. 23). 

Another direction of research on behavioral integration aims to identify a significant 
determinism between its level and organizational climate and socio-professional emulation that 
stimulates an organizational behavior specific to contextual ambidexterity. 

The organizational climate likely to be generated by a high level of behavioral integration of the 
management team is characterized by four components that reflect the strictly subjective perception 
of employees: confidence - in their own strengths and in the management team; compliance with 
internal rules; the pressure felt to achieve the performance objectives through an individual and 
team effort appreciated within the organization; direct involvement according to the level of 
responsibility held. Basically, the central element of behavioral integration is an internal process of 
effective communication at the level of management team members. 

Regarding the empirical study, the objective of analyzing the behavioral integration is to 
highlight the possible significant, strong and positive correlations between the indicators with 
which the integrative dimension of the behavior of the management team members was modeled 
and to draw some useful practical conclusions. 

The behavioral integration of the managerial team is doubled by a complexity of managerial 
behavior, complexity generated by the versatility necessary for the managerial team to 
accommodate organizational paradoxes or ensure qualitative leaps in situations characterized by 
uncertainty and volatility of the external environment (Călin, 2019, p. 89). 

Behavioral complexity is a concept that emphasizes that members of the management team, to 
accommodate organizational paradoxes and not only, on certain windows of time and opportunity, 
are forced to assume a multitude of roles, some of them contradictory, aspects that require a high 
cognitive versatility and a speculative appetite for risk and uncertainty, all of which can be 
exploited in the decision-making process (Carmeli & Halevi, 2009, p. 212). 

The behavioral complexity of the management team is characterized by two distinct 
components: behavioral repertoire and behavioral differentiation. The behavioral repertoire defines 
the totality of roles assumed and practiced by the members of the management team, while the 
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behavioral differentiation refers to the ability of the members of the management team to practice, 
in conditions of efficiency, a distinct, unique and optimal role in relation to a certain situation 
specific to the organization. If most studies on manager behavior focused on a strictly 
individualized space, recent research has focused on the role and importance of the management 
team, extrapolating the initial concepts and specific processes from the individual to the 
management team (Carmeli & Halevi, 2009, p. 210). 

Cognitive versatility, behavioral integration and behavioral complexity of the management team 
are based on a continuous learning process, both scientifically and heuristically structured. The 
learning capacity of the management team is reflected by the ability of its members to learn 
stimulated and provoked by the external dynamics and the evolution of the internal organizational 
climate (Black et. al., 2006, pp. 40). 

In this article, the component of interest specific to the behavioral complexity is represented by 
the behavioral repertoire, respectively the main managerial roles assumed by the members of the 
management team. 

Regarding the finality of the empirical study presented in this article, it aims to highlight any 
significant, strong and positive correlations between the indicators with which the managerial roles 
assumed by the members of the management team were modeled and the formulation of practical 
conclusions. 

 
3. Research methodology 

 
Empirical study is based on a set of nonparametric data collected in response to a questionnaire 

developed from the perspective of valuing the theoretical concepts presented. The results of the 
empirical research are based on the answers received to a questionnaire provided with two distinct 
sections - behavioral integration and managerial roles, of 10 items each, evaluable on a Likert scale 
with five values, from 1 to 5. The items assigned to the two sections are presented below, in Table 
no. 1, respectively Table no. 2. 

The group targeted by the mentioned questionnaire consisted of the management staff of some 
Romanian companies, located on various hierarchical levels: top management, middle management 
and low management. The questionnaire allowed the collection of those data that express the 
perception of the management staff regarding the management system used at the level of the 
organization. 

The companies considered for the distribution of the questionnaire are successful Romanian 
companies, which were at the end of 2017 in the top 20 at county level. A number of 153 
companies were targeted for questionnaires and 540 questionnaires were distributed. The 
questionnaire was answered by 41 companies and 124 questionnaires were collected, of which 121 
were valid questionnaires. The period for collecting the answers to the distributed questionnaires 
was November 2017 – April 2018. 

All the items with which the two dimensions were modeled - behavioral integration and 
managerial roles, were evaluated on a Likert-type ordinal scale with five values, from 1 to 5, where 
the values in the scale have the following meaning: 1 – I totally disagree the statement / sentence; 2 
– I do not agree the statement / sentence; 3 – I am unsure about the statement / sentence; 4 – I agree 
the statement / sentence; 5 – I   totally agree the statement / sentence. 

The scores given by the 121 respondents, for each item surveyed, represent their subjective 
perception, depending on the level of knowledge of the organizational dynamics of the company 
they belong to. The questionnaire covered, as a time horizon, the last 3 years of activity of the 
respondent company. 

The two sections of the questionnaire were tested for internal validity, having as evaluated 
parameters the values of the Cronbach’s Alpha indicator (abbreviated ICA) and those of the 
Spearman-Brown prediction coefficient (abbreviated CSB) - usable in the case of nonparametric 
data. 

In the case of social studies, the values of ICA and CSB, for which it is admitted that a 
questionnaire has internal consistency and faithfully reproduces the real option of respondents, is at 
least 0.600 (Opariuc-Dan, 2011, p. 301). 
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Table no. 1 Items of the behavioral integration section 
 Item form in the questionnaire 

Item 1 The management team exploits an optimal rate between control and functional autonomy 

Item 2 The solutions adopted in the decision-making process are based on a professional interaction of 
the members of the management team 

Item 3 The solutions adopted in the decision-making process depend on a small number of people 
Item 4 The interaction between the members of the management team is one that facilitates creativity 

Item 5 The members of the management team support each other, including by temporarily taking over, 
when necessary, some tasks and / or surplus duties 

Item 6 The management team is homogeneous in terms of expertise 
Item 7 The tasks and duties of the members of the management team are distributed evenly 
Item 8 Between the members of the management team there is an efficient communication process 

Item 9 The management team, through reputation and socio-professional dynamics, ensures a good 
inter-institutional collaboration 

Item 10 Decisions with a negative impact on employees or the organization's performance are made by all 
members of the management team 

Source: Own conception. 
 

Table no. 2 Items of the managerial roles section 
 Item form in the questionnaire 

Item 11 Facilitate the implementation of the decisions adopted 
Item 12 To provide solutions for solving complex problems 
Item 13 Identify optimal solutions for solving current problems 
Item 14 To validate the applicability of the promoted technical solutions 
Item 15 To promote the organization's policies at all levels of its management 
Item 16 Identify the development needs of the organization 
Item 17 Successfully manage the strategic risks of the organization 
Item 18 Initiate, support and develop innovative functional capabilities 
Item 19 Trainer / mentor for the organization's staff 
Item 20 Identify optimal ways to resolve a certain potential conflict 

Source: Own conception 
 
Considering the non-parametric character of the obtained data, for the identification of the 

correlation coefficients between the items of each analyzed section I used the Spearman correlation 
coefficient (abbreviated CS). CS provides a synthetic picture of the size and direction of the 
correlation between two items of interest. For the qualitative interpretation of the correlation 
coefficients, I took into account the following ranges of values (Opariuc-Dan, 2011, pp. 104-105): 
• 0.000-0.200: there is no real link between items; 
• 0.201-0.400: there is a weak link between items; 
• 0.401-0.600: there is a moderate link between items; 
• 0.601-0.800: there is a strong link between items; 
• 0.801-1.000: there is a very strong link between items. 

 
4. Results 

 
Regarding the internal consistency of the sections of the questionnaire and the validity of the 

options expressed by the 121 respondents, it is noted that both sections meet the conditions of 
internal consistency, ICA and CSB values presented in Table no. 3 exceed the threshold of 0.600. 

 
Table no. 3 ICA and CSB values for the two sections 

Secțiunea ICA CSB 
Behavioral Integration 0.857 0.836 
Managerial Roles 0.900 0.889 

Source: Own calculations 
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In order to understand the way in which the items of the sections of interest correlate, I 
generated the CS values, presented in Table no. 4, respectively Table no. 5. 

 
Table no. 4 Spearman correlation coefficients (CS) for the Behavioral Integration section 

Item 1 2 3 4 5 6 7 8 9 10 
1 1.000 0.542 -0.240 0.572 0.546 0.457 0.580 0.491 0.421 0.499 
2  1.000 -0.026 0.717 0.675 0.570 0.552 0.700 0.543 0.390 
3   1.000 -,076 0.029 0.060 -0.034 -0.011 -0.099 -0.070 
4    1.000 0.725 0.623 0.628 0.601 0.435 0.405 
5     1.000 0.727 0.647 0.727 0.501 0.460 
6      1.000 0.605 0.638 0.470 0.478 
7       1.000 0.647 0.572 0.549 
8        1.000 0.636 0.526 
9         1.000 0.533 
10          1.000 

Source: Own calculations 
 

Table no. 5 Spearman correlation  coefficients (CS) for the Managerial Roles section 
Item 11 12 13 14 15 16 17 18 19 20 
11 1.000 0.637 0.600 0.478 0.500 0.389 0.341 0.294 0.489 0.477 
12  1.000 0.777 0.578 0.636 0.581 0.501 0.434 0.584 0.481 
13   1.000 0.567 0.677 0.569 0.501 0.421 0.509 0.562 
14    1.000 0.689 0.536 0.547 0.580 0.574 0.529 
15     1.000 0.647 0.616 0.571 0.636 0.609 
16      1.000 0.594 0.565 0.551 0.430 
17       1.000 0.627 0.446 0.343 
18        1.000 0.465 0.371 
19         1.000 0.473 
20          1.000 

Source: Own calculations 
 
Analyzing the CS values from Table no. 4, for the section regarding the Behavioral Integration 

of the members of the management team, I appreciated that an item has a significant impact on the 
dynamics of the management team if it is strongly correlated with at least 3 other items (from other 
9 items) in the section. Thus, it is found that the impact items are: 
• Item 8 - Between the members of the management team there is an efficient communication 

process, with 6 strong correlations. 
• Item 4 - The interaction between the members of the management team is one that facilitates 

creativity, with 5 strong correlations. 
• Item 5 - The members of the management team support each other, including by temporarily 

taking over, when necessary, some tasks and / or surplus duties, with 5 strong correlations. 
• Item 6 - The management team is homogeneous in terms of expertise, with 4 strong 

correlations. 
• Item 7 - The tasks and duties of the members of the management team are distributed evenly, 

with 4 strong correlations. 
• Item 2 - The solutions adopted in the decision-making process are based on a professional 

interaction of the members of the management team, with 3 strong correlations. 
Analyzing the CS values from Table no. 5, for the section regarding the Managerial Roles 

assumed by the members of the management team, I appreciated that an item has a significant 
impact if it is strongly correlated with at least 3 other items (from other 9 items) in the section. 
Thus, it is found that the impact items are: 
• Item 15 - To promote the organization's policies at all levels of its management, with 7 strong 

correlations. 
• Item 12 - To provide solutions for solving complex problems, with 3 strong correlations. 
• Item 13 - Identify optimal solutions for solving current problems, with 3 strong correlations. 
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5. Conclusions 
 
From the analysis of the data collected in the empirical study, on a research group with 121 

respondents - management staff from 41 companies, on behavioral integration and managerial roles 
assumed by members of the management team, the following conclusions can be drawn: 
• Behavioral integration is identified in terms of effective communication between members of 

the management team and a direct interaction that encourages creativity. These two elements 
are enhanced by a mutual support between the members of the management team, by its 
homogeneity from the perspective of the level of expertise held by them and last but not least 
by a balanced distribution of tasks between the staff with managerial responsibilities. The 
central element of behavioral integration is the ability to communicate effectively. 

• From the perspective of the managerial roles assumed by the members of the management 
team, it is noted that they identify mainly as promoters of the organization's policies and 
problem solvers, regardless of whether they are current or complex problems. 
The empirical study brings to the fore the fact that the interviewed management staff is mainly 

focused on current activities, on exploitation, orientation towards exploration and adoption of a 
prospective behavior being at a low level. 

The limits of the empirical study lie mainly in the small sample size, which allows the 
conclusions to be supported only at the level of the research group accessed. In addition, the 
validity of the questionnaire can be verified by the test - retest method. Research on behavioral 
integration and managerial roles can be developed to identify how and to what extent these two 
qualitative dimensions of the management team are reflected in the tangible performance of the 
organization. 
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Abstract 
 

In recent years there has been a tendency to standardize the consumption habits of 
economically developing countries. This was mainly caused by the change in available products, 
but also in the new way of life of consumers. 

The food sector manifests itself differently worldwide, making its mark both in the agricultural 
sector and in the social and economic sector, with food being the focus of consumers' attention, 
especially as a result of various scandals, such as epidemics. 

Organic products and functional foods are increasingly purchased with age, because with age, 
health problems appear and intensify, healthy eating being a priority for them. The purchase of 
organic food also depends on their price, as consumers are not willing to spend large sums of 
money on organic products. 

In this article we tried to identify as exhaustively as possible in the literature the theoretical 
aspects related to the cultural factors influencing consumer behavior and the impact of marketing 
strategies on changes in eating habits. In the practical part, a quantitative research was carried 
out which aimed to identify the perceived impact of marketing on consumption habits. Thus, 
information was obtained on the sources of information and persuasion identified by the 
respondents that led to the adaptation of new eating habits. 

 
Key words: marketing strategies, eating habits, consumer behavior 
J.E.L. classification: M31 

 
 

1. Introduction 
 

The marked economic changes that have taken place in Central Europe and in the Eastern 
countries since 1989 have changed the patterns of food consumption. The variety of food products, 
higher incomes, the choices of food distributors, have led to a change in the food system. One of 
the trends in the food field in the last decade is the consumption of organic food (Biemans, 2011, p. 
122). Despite agricultural trends, promotion for organic food and functional foods faces three 
major limitations: prices are much higher than conventional products; consumers are not aware of 
the attributes of these products, the way labeling being one of the main problems; marketing 
difficulties related to the heterogeneity of supply, as well as the seasonal sale of products. A large 
number of studies on nutrition have focused on the relative importance of price as the main 
determinant of demand (Soler, Gil and Sancez, 2006, pp. 670-671). For both environmental and 
ethical reasons, there has been a growing political interest in having food diversity on the market. 
This interest came amid the growing number of crises in agriculture, such as swine fever, "mad 
cow disease" and various epidemics. The only thing that prevents it from increasing the purchase of 
organic products, functional foods or international foods is the willingness of consumers to buy 
them, being somehow more expensive than other foods (Vindigni, Jansen and Jager, 2006, p. 625). 
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Despite the cultural habits of consumption, internationalization has produced the spread of different 
types of food among different peoples, thus becoming a new habit of trying foods and types of food 
from different cultures. The major changes that have taken place both in the structure of families 
and in their lifestyle, as well as the increase in disposable income over the last 30 years have led to 
a major evolution in consumer patterns and eating habits with a progressive increase in demand for 
characteristic products. by increasing the number of services for their manufacture. This process 
included agriculture, leading to an increase in consumer interest in simple and nutrient-rich 
products, ensuring health (Chinnici, D’Amico and Pecorino, 2006, p.198). Noticing consumers' 
desire to try new foods and even the preferences developed for them, marketers have begun to 
implement specific strategies for promoting international foods. 

 
2. Literature review 
 

Jim Blythe (1997) characterizes consumer behavior as a complex system of manifestations, 
attitudes and decisions. In order for the product to guarantee a large number of sales, marketers 
must also take into account the fact that this behavior causes interactions and that it is good to 
know what consumers think (perception), what they feel (impression) and how the sales process 
works). 
 
2.1. Consumer eating behavior 

According to Gueguen (2006), nonverbal behavior of staff greatly influences the purchase of 
products. He mainly addressed grocery stores and restaurants, finding that touching the customer's 
arm for a few seconds and smiling at him led to a significant increase in sales and tips. Touch 
contact, for a few seconds, was analyzed through a series of studies and experiments conducted in 
grocery stores, when staff touched the customer's arm to present a product, there was a greater 
interest from the subject and a higher level of sales. . 

It has also been shown that this tactic can be applied with similar results in restaurants. Gueguen 
(2006) demonstrates in the same paper the importance of a smile and eye contact, when waiters 
smiled broadly at customers and looked them in the eye, they had a high tendency to leave larger 
tips and order more drinks and drinks. 

Sethna and Blythe (2016) state that an important factor in the influence of the consumer is the 
segmentation of the market because it determines the elements that help to form a relationship of 
knowledge of buyers' preferences. They determined several types of market segmentation: 
"geographical segmentation", "psychographic and behavioral segmentation" and "demographic 
segmentation". Geographical segmentation provides information about consumers' preferences 
according to the areas where they live or under certain circumstances are forced to live. “We can 
say that a consumer living in a cold area is tempted to buy thicker clothes, thermal insulation 
elements (in the case of real estate construction) and thermal equipment” (Sethna and Blythe, 
2016), also the consumer will be tempted to fatter or higher calorie foods. Otherwise, a consumer 
living in a warmer area will be tempted to buy thin clothes, home cooling systems, and food will be 
lighter and lower in fat. Psychographic and behavioral segmentation helps us to understand how 
people choose according to their temperamental characteristics, for example an individual with a 
bloody temperament is more likely to buy products associated with adventure and fun, on the 
contrary, an individual with a melancholy temperament is tempted to buy products associated with 
the artistic or meditation field. We can say that behavioral segmentation helps us to know how 
individuals will buy certain items or services depending on their hobbies, favorite foods, how they 
travel or how they spend their free time. Demographic segmentation helps determine consumer 
behavior based on age, health, gender and even education level. We understand why sick people 
tend to buy healthy food, why young people buy more video games than the elderly, why women 
buy skirts and dresses, and why most men do not, and why it is much easier to manipulate a man 
with a lower level of education. 

Teodoru (2004) states that two particularly important factors in the choices made by consumers 
are religion and culture. Depending on the religious orientation, people often choose their main 
foods, and this is a very important element for the food industry. Some religions impose food 
restrictions (certain types of meat: pork, beef) and impose periods when it is forbidden to eat 
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different types of food and drink. For example, in the Orthodox religion, there are periods of 
fasting that involve the adoption of a vegetarian diet. The food industry must take into account the 
religious aspects of the citizens, so in shops and restaurants during Lent will sell more vegetables, 
vegetables and fruits, and during the holidays will require much larger amounts of food and 
primary ingredients. It is essential for the food industry to know the areas or countries where 
certain commodities are not consumed or banned (alcohol in Pakistan and beef in India). 
 
2.2. Formation of eating habits 

Eating designs are influenced by a mind boggling set of monetary, social, and mental elements. 
One way to deal with understanding these elements is to examine buyer conduct—that is, the 
demonstrations by which people acquire and utilize financial merchandise and enterprises, 
including the choices that go before and decide these demonstrations (Square and Roering, 1979). 
Despite the fact that its underlying foundations can be followed to the incredible scholars, business 
analysts, and mental labs, shopper conduct look into is just around 30 years of age, the most 
significant research having happened over the most recent 15 years. At the point when Square and 
Roering (1976) distributed their first book on purchaser conduct, there were maybe four or five 
others accessible. Today the quantity of buyer conduct writings is well into the 50s, and the 
quantity of new books is expanding drastically. This development in shopper conduct writing 
reflects both expanded intrigue and research progress. Shockingly, this writing isn't notable by 
numerous gatherings, for example, open policymakers, that may profit by it. 

Individuals generally associate with their social or ethnic gathering through food designs. For 
Workers food currently become the methods for holding their social character. Every single 
individual have diverse social foundations and have distinctive dietary patterns. The fixings, 
strategies for readiness, conservation methods, and kinds of food eaten at various dinners are 
diverse among societies. The territories and the atmosphere factors in which families live-and land 
area where their predecessors began likewise impact food different preferences. These food 
inclinations bring about assortments of food decisions inside an alternate social or territorial 
gathering.  

Food things themselves have significance and some social character joined to them. For 
instance in numerous Western nations a container of chocolates would be seen as a fitting blessing 
while in different nations chocolates may be a less suitable blessing.  

Various countries or nations are as often as possible related with specific nourishments. For 
instance, numerous individuals partner Italy with pizza and pasta yet Italians eat numerous different 
nourishments, and kinds of pasta dishes are famous all through Italy. Strategies for arrangement 
and kinds of food additionally differ by districts and culture of a country. A few families in the US 
like to eat "basics," yet in certain families "fundamentals" are not eaten all the time, nor even liked, 
by numerous individuals in the US, so would not be marked as a national food. Corn meal, a 
coarsely ground corn that is bubbled, is eaten in the southern US. A bundle of corn meal is just 
accessible in the biggest grocery stores in the upper Midwest and it's hard to track down even in 
enormous Midwestern general stores quite a while prior. This might be called as the geological 
impact. 

Local food propensities likewise exist in countries and nations however they additionally 
change by time. As individuals make a trip here and there food propensities and inclinations are 
imported and sent out. Families move to different countries, nations or spots carrying their food 
inclinations with them. They follow their old plans with new fixings accessible at better places or 
test with new plans, consolidating fixings to coordinate their own preferences. Likewise, the food 
itself is imported from different nations (Featherstone, 1987).  

In any case, what is viewed as palatable or even a delicacy in certain pieces of the world may be 
viewed as unappetizing in different parts. Albeit a large portion of the occasions, food is chosen 
with some consideration regarding the physical need, the qualities or convictions by which society 
joins to potential food things and characterize what families inside a social gathering will eat (Tan. 
2017). For instance, both plant and creature sources may add to meeting healthful prerequisites for 
protein; soybeans, hamburger, horsemeat, and canine meat are generally sufficient protein sources. 
However, because of the few qualities and convictions joined to these protein sources, they are not 
considered in all social orders. Additionally, in any event, when the nourishment saw to be 
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bothersome are accessible, they are not eaten by individuals who have a compelling passionate 
response against those potential food things.  

It can be seen that the culture and innate consumption habits have a major impact on consumers' 
food decisions. However, with the internationalization and free movement between states, the 
migration of citizens and extended vacations have contributed in the long run to the formation and 
development of food preferences for the specifics of cultures other than the innate. So, marketers 
have developed strategies to promote food, food styles and their benefits 
 
2.3. Food Marketing 

Food items regularly include the general advertising approaches and strategies applied the 
promoting of different sorts of items and administrations. In food advertising, themes, for example, 
test promoting, division, situating, marking, focusing on, shopper research, and market passage 
technique, for instance, are profoundly significant. Furthermore, food showcasing includes 
different sorts of difficulties -, for example, managing a transient item whose quality and 
accessibility shifts as an element of current collect conditions. The worth chain- - the degree to 
which successive gatherings in the advertising channel increase the value of the item - is especially 
significant. Today, handling and new dispersion alternatives give expanding openings accessible to 
food advertisers to furnish the purchaser with comfort. Marketing, administrations, and preparing 
included do, be that as it may, bring about essentially greater expenses. In the days of yore, for 
instance, shoppers may have prepared their own bread from privately developed flour. Today, most 
family units purchase pre-made bread, and it is evaluated that the rancher gets just some 5% of the 
cost paid by the shopper for the wheat (Perner, 2008) 

For viable showcasing of food, it is significant for a food organization to think about such points 
as division, situating, test-advertising, focusing on, marking, showcase passage explore and 
furthermore purchaser investigate. Customer fulfillment is of most noteworthy incentive to any 
maker or provider. While advertising food, it is likewise imperative to take note of the sort of food, 
its length period, that is on the off chance that it is one that is transitory and its quality and 
availability.  

Worth chain which is the level to which ordered gatherings in the advertising channel add worth 
to the item is likewise of extremely incredible importance. To have the option to be serious in the 
food showcasing, it is significant for a provider to think about segment examining. This involves 
astute comprehension of factual properties of the populace. This will empower a firm to get a 
handle on the information on the current commercial center; for example, an organization keen on 
entering the market for quick nourishments in a specific area ought to consider researching the 
quantity of individuals between the age of seven to around thirty who are inside that specific 
vicinity (since such are known to appreciate cheap food suppers). 

The diversity of consumers brings with it various preferences for products, so we must pay 
special attention to many factors when selling a product: culture, religion, orientation towards 
globalization or traditionalism, the way traders behave and attract buyers, smile, society, behavioral 
patterns and more. 

 
3. Research methodology 
 

In this article, a quantitative research was conducted among young people in Bucharest (aged 
between 20-35 years) to identify food intentions and preferences for international foods. It is well 
known that nowadays some cultures are more appreciated from a culinary point of view than 
others, but it is important to identify whether this is due to the knowledge of consumers or 
marketing strategies used to promote and inform about the qualities of types. international food. 

As a research tool was used a questionnaire consisting of 20 closed questions, dichotomous, 
multihotomic and structured on measurement scales designed to identify consumers' intention to try 
food from other crops, their curiosity or preferences for international foods (eg American specific 
(American breakfast, American pancakes, American muffins), Asian specific (sushi, noodels, 
teriaky chicken); Lebanese specific (Lebanese bread, hummus, rose desserts), etc.). 
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The aim of the research was to identify what was the trigger in the intention to try food-specific 
foods or even in their test, namely whether the trigger was based on a marketing strategy or 
accidentally out of curiosity. 

After centralizing and analyzing the results we could see that most of the respondents (67%) 
tried at least once international food, and 58% of them said that they responded favorably, 
becoming a habit of eating food. with international specificity or even to adopt certain foods and to 
include them in their own traditions and customs (for example, holiday pannetones, burgers for 
family reunions). 

 
Figure no. 1. Eating habits related to the consumption of international foods 

 
 

Source: made by authors 
 
Respondents were further asked what type of international specificity they know, and the 

answers indicated that American specific foods are the best known (24%), followed by Italian 
(21%), Asian (18%), Turkish specific foods ( 12%), Lebanese (11%), Mexican (10%) and 
Mediterranean (4%). 

 
Figure no. 2 International food  notoriety and consumption 

 
 

Source: made by authors 
 
However, regarding the frequency of consumption of food with specific food we can see that 

those with American food are the most consumed by young people in Bucharest (29%), followed 
by food with Italian food (25%), Asian food (17%) and others. 
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Another question in the questionnaire referred to the source of information and the triggering 
factor regarding the consumption of international foods. Marketing strategies, even if they are not 
always recognized by consumers, have a well-defined role of informing (even if the information 
unconsciously reaches the consumer, they determine a momentum generated by familiarity at a 
later time, causing him to do the desired purchase by the marketer) or to promote certain specific 
products in order to determine the consumer's curiosity (through abundant communication, through 
price reductions, launch events). 

Taking into account all these aspects, in order to highlight and understand the factors that 
determined the consumption of food with international specificity, in the question asked, answers 
were formulated without academic specificity so that they could indicate the most appropriate 
answer. 

 
Figure no. 3 Factors that determined the consumption of specific foods 

 
Source: made by author  
 
It can be seen from the results obtained that most of the respondents were curious to try 

international food after it was consumed (promoted) by a public person. In second place in the case 
of the triggers of food consumption with international specifics was a recommendation to friends, 
followed by promoting a restaurant, observing a product in the supermarket and others. 

Next, we wanted to identify whether the cultural factor in terms of food style is easily removed 
only in the case of consumers in Romania or free movement has left its mark on other states, and a 
trace of identified research we could see that Italians have favorite international cuisines 
(international foods). These include Asian food (Chinese and Japanese), Mexican food, Indian food 
and others. 

 
Figure no. 4 Most popular ethnic cuisines in Italy

 
Source: Coppola, 2020  
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We can conclude by saying that the impact of marketing in terms of eating habits is major, 

influencing both consumer purchasing and consumption decisions in terms of traditional products, 
and in the field of international food, a phenomenon visible both in Romania and in other countries. 

 
4. Findings 
 

Following the outcomes got in the exploration, we can see viewpoints, for example, that the vast 
majority of the respondents (67%) attempted at any rate once universal food, and 58% of them said 
that they reacted well, turning into a propensity for eating food. with global explicitness or even to 
receive certain nourishments and to remember them for their own conventions and customs (for 
instance, occasion pannetones, burgers for family get-togethers), the majority of the respondents 
were interested to attempt universal food after it was devoured (advanced) by an open individual. 
In runner up on account of the triggers of food utilization with global points of interest was a 
suggestion to companions, trailed by advancing an eatery, watching an item in the store and others 
and furthermore the effect of advertising as far as dietary patterns is major, impacting both 
customer buying and utilization choices as far as customary items, and in the field of worldwide 
food, a noticeable wonder both in Romania and in different nations. 
 
5. Conclusion 
 

In the case of a developed economy, there is a high consumption of food from other crops, this 
type of purchase being based on economic, ecological and social factors. Their purchase 
automatically attracts greater costs which in the eyes of most customers is not justified despite the 
taste or advantages in terms of culinary experience. Good health is seen by some consumers as 
dependent on the constant consumption of foods considered healthy in other crops, especially 
fruits, vegetables or other specialties. Thus, we can conclude that vital to consumers at the moment 
is their education in terms of food and conversion to a lifestyle that requires the correct 
consumption of international products. 
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Abstract 
 

The way in which the manager carries out his activities determines that public institutions are 
effective or ineffective. Inefficiency or inefficiency occurs when the manager fails to properly 
coordinate efficiency or effectiveness factors. In order to be effective and efficient, managers of 
public institutions must carry out other types of activities than those provided by traditional 
management functions, such as communication activities, human resources management activities, 
networking activities. In the paper we aim to quantify the impact of these categories of activities on 
the efficiency and effectiveness of public institutions. The investigation carried out within three 
public institutions reveals the importance of communication and human resources management 
activities in the perception of the responding managers. 

 
Key words: managerial activities, efficiency, effectiveness, public institutions. 
J.E.L. classification: M12. 

 
 

1. Introduction 
 

Luthans et al. (2016) reveal that managers typically perform functions within traditional 
management activities (planning, decision-making, organization, coordination, control), 
communication activities (routine information exchange and document handling), human resource 
management (reward management, training and personal development, conflict management and 
staffing) and networking activities (socializing and interacting with outsiders). Effective managers 
(those who achieve the goals of the organization) perform more communication activities, human 
resource management activities and less traditional management activities, while networking has 
nothing to do with managerial effectiveness, but more with apparent effectiveness. 

The paper aims to identify the impact of the categories of managerial activities on the efficiency 
and effectiveness of public institutions. After making an introduction and a presentation of the 
theoretical foundations, we presented the research methodology and the main findings of the 
research, as well as the conclusions. 
 
2. Theoretical background 
 

Every manager at any level represents the organization and its interest in front of subordinates 
and the external environment. As representatives of the organization, managers communicate the 
objectives and values of organizations to their subordinates, as well as to people outside the 
organization (Bocean and Sitnikov, 2015; Sitnikov et al., 2017; Stanciu et al., 2010). These 
activities (communication, human resource management activities) are influenced by factors 
related to management style, because these factors highlight how and what managers in public 
institutions do while performing these roles effectively or ineffectively (Meier and O 'Toole, 2010). 
Also, the factors related to the management style highlight the leadership qualities expected from 
effective and efficient managers, which they combine, while performing managerial functions to 
provide direction and good leadership of their subordinates (Varzaru. And Varzaru, 2009, 2013, 
2016). The success or failure of managers in managing management-related factors depends on 
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their ability to manage communication and human resource management activities, which have the 
greatest contribution to managerial effectiveness and efficiency according to Daft et al. (2010). 

Factors of organizational effectiveness, those related to employees and the workplace are 
managed by the manager in the activities of traditional management functions (Friar and Eddleston, 
2007). According to Daft and Marcic (2012), traditional management functions have a smaller 
contribution to the effectiveness and efficiency of managers than communication, human resource 
management activities, while networking activities do not make a significant contribution to 
managerial effectiveness and efficiency. 
 
3. Research methodology 

 
To examine and explore managers' perceptions of the effectiveness and efficiency of public 

institution management and the impact of managerial activities, we undertook a qualitative study 
on a sample of 34 employees, employed in the management of three public institutions in Dolj 
County: Alexandru and Aristia County Library Aman, Craiova City Hall - Tax Department, 
respectively SC Salubritate Craiova S.R.L. Although S.C. Salubritate Craiova S.R.L. is a 
commercial company, this entity is under the coordination of Craiova City Hall and the Local 
Council of Craiova Municipality and provides public services as a sanitation operator with 
delegated activity on the territory of Craiova municipality. Therefore, this company complies with 
most of the rules imposed on public institutions. 

The questionnaire for analyzing managers 'perception of public institution contains socio-
demographic variables, variables that characterize managerial activities that can influence the 
effectiveness and efficiency of public institution management, and variables that characterize 
managers' perceptions of the level of effectiveness and efficiency of public institution.  

Following the investigations undertaken on the specialized literature, we built two hypotheses 
that were subjected to research: 

H1. More than half of the respondents among managers consider that the level of effectiveness 
and efficiency of the public institution is high. 

H2. Respondents among managers believe that traditional management activities have the 
greatest impact on the level of efficiency and effectiveness of the public institution. 

For research we will use statistical analysis of frequencies and analysis of the association 
between variables (Chi-square test). 

 
4. Results and discussions 
 

Analyzing the managers' perception regarding the effectiveness (the degree of fulfillment of the 
objectives) of the public institution in which they work, a balanced distribution of answers can be 
observed, slightly inclined to the right. There is no manager who considers the activity of the public 
institution ineffective and only a manager who considers the effectiveness of the activity to be 
reduced. Approximately an equal number of respondents consider that the institutions show an 
average effectiveness and an increased effectiveness (figure no. 1). It can be seen from the analysis 
of figure 1 that more than half of the managers consider that the institution in which they work has 
an increased and even maximum efficiency, which shows their confidence in the management style 
used. 

In order to investigate the association between socio-demographic variables and the individual 
variable that illustrates the managers' perception regarding the level of effectiveness of the public 
institution, we performed the Chi-square test. A significant association was recorded between the 
individual variable that illustrates the managers' perception regarding the level of effectiveness of 
the public institution and the institution: χ2 = 20,348, df = 6, p = 0.011 <0.05 (table no. 1). 

Table 1 also shows the perception of managers' employees regarding the level of effectiveness 
of the public institution depending on the institution. 

Depending on the institution, most respondents who give a high level and maximum 
effectiveness to the public institution are found in the Alexandru and Aristia Aman County Library 
(75%). The weakest perception regarding the level of effectiveness of the public institution is held 
by the managers within the Tax Department of the Craiova City Hall (33.3%). 
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Figure no. 1. Perception concerning the level of effectiveness of the public institution 

 
Source: Built by the author based on the data collected 
 
The managers from Salubritate Craiova offer balanced answers between average effectiveness 

and increased effectiveness. 
 
Table no. 1. Chi-square test on the level of effectiveness of the public institution depending on the 
institution 

 Value Df Asymp. Sig. (2-sided) 
Pearson Chi-Square 20.348 6 0.011 
Likelihood Ratio 19.994 6 0.125 
Linear-by-Linear Association 0.232 1 0.267 
N of Valid Cases 34     
    Institution 

Total Alexandru and 
Aristia Aman 

County Library 

Tax Department of 
the Craiova City 

Hall 

Salubritate 
Craiova  

2 
Count 0 1 0 1 
% within effectiveness 0.0% 100.0% 0.0% 100.0% 
% within institution 0.0% 8.3% 0.0% 2.9% 

3 
Count 2 7 6 15 
% within effectiveness 13.3% 46.7% 40.0% 100.0% 
% within institution 25.0% 58.3% 42.9% 44.1% 

4 
Count 4 4 8 16 
% within effectiveness 25.0% 25.0% 50.0% 100.0% 
% within institution 50.0% 33.3% 57.1% 47.1% 

5 
Count 2 0 0 2 
% within effectiveness 100.0% 0.0% 0.0% 100.0% 
% within institution 25.0% 0.0% 0.0% 5.9% 

Total 
Count 8 12 14 34 
% within effectiveness 23.5% 35.3% 41.2% 100.0% 
% within institution 100.0% 100.0% 100.0% 100.0% 

Source: Built by the author based on the data collected 
 
Investigating the perception on efficiency (meeting the objectives with a minimum consumption 

of resources) of the managers of the public institution in which he works we noticed that there are 
several managers who consider that selected public institutions are less efficient, being even a 
manager who considers inefficient the institution's activity (figure no. 2). In this case, too, a 
relatively balanced distribution of responses can be observed with a slight leftward inclination. 

In order to investigate the association between socio-demographic variables and the individual 
variable that illustrates managers' perception of the level of efficiency of the public institution 
management, we performed the Chi-square test. 
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Figure no. 2. Perception concerning the level of efficiency of the public institution 

 
Source: Built by the author based on the data collected 
 
A significant association was registered between the individual variable that illustrates the 

managers' perception regarding the level of efficiency of the public institution and the institution: 
χ2 = 20.348, df = 6, p = 0.011 <0.05 (table no. 3). 

Table 2 also shows the perception of managers' employees regarding the level of efficiency of 
the public institution management depending on the institution. Depending on the institution, most 
respondents who give a high level and maximum efficiency to the public institution are found in 
Salubritate Craiova, the business pattern giving it the opportunity to be a more efficient institution 
in the use of resources. The weakest perception regarding the level of efficiency of the institution's 
management is held by the managers from the Tax Department of the Craiova City Hall (33.3%), 
considering the public administration entity status. 

 
Table no. 2. Chi-square test on the level of efficiency of the public institution depending on the institution 

 Value Df Asymp. Sig. (2-sided) 
Pearson Chi-Square 22.137 8 0.005 
Likelihood Ratio 24.154 8 0.002 
Linear-by-Linear Association 0.017 1 0.897 
N of Valid Cases 34   

  Institution 

Total Alexandru and 
Aristia Aman 

County Library 

Tax Department 
of the Craiova 

City Hall 

Salubritate 
Craiova  

1 
Count 1 0 0 1 
% within efficiency 100.0% 0.0% 0.0% 100.0% 
% within institution 12.5% 0.0% 0.0% 2.9% 

2 
Count 0 1 2 3 
% within effectiveness 0.0% 33.3% 66.7% 100.0% 
% within institution 0.0% 8.3% 14.3% 8.8% 

3 
Count 4 7 3 14 
% within effectiveness 28.6% 50.0% 21.4% 100.0% 
% within institution 50.0% 58.3% 21.4% 41.2% 

4 
Count 0 4 9 13 
% within effectiveness 0.0% 30.8% 69.2% 100.0% 
% within institution 0.0% 33.3% 64.3% 38.2% 

5 
Count 3 0 0 3 
% within effectiveness 100.0% 0.0% 0.0% 100.0% 
% within institution 37.5% 0.0% 0.0% 8.8% 

Total 
Count 8 12 14 34 
% within effectiveness 23,5% 35,3% 41,2% 100,0% 
% within institution 100,0% 100,0% 100,0% 100,0% 

Source: Built by the author based on the data collected 
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Following the research of hypothesis H1 we can say that this hypothesis is partially validated, 
the managers considering that the level of efficiency of the public institution is high, while the level 
of efficiency is average. 

Analyzing the perception of the impact of activities on an effective and efficient management of 
the public institution, it can be seen that half of the surveyed managers consider that the traditional 
activities of management are those that ensure an effective and efficient management (figure no. 3). 
It can be observed from the analysis of figure no. 3 that in the second and third places at relatively 
equal percentages are found the activities of communication and human resources management, 
and in the last place indicated only by two of the managers are positioned the networking activities. 

 
Figure no. 3. Perception concerning the impact of managerial activities on effectiveness and efficiency of 
the public institution 

 
Source: Built by the author based on the data collected 
 
Following the research of the H2 hypothesis, we can say that this hypothesis is validated, the 

managers of public institution selected consider that the traditional management activities have the 
greatest impact on the level of efficiency and effectiveness of the public institution. 

 
5. Conclusions 
 

Within the public institutions we can reveal the fact that the managers remained tributary to the 
traditional management specific to the bureaucracies of the public institutions. Luthans et al. (2016) 
show that managers typically perform functions in traditional management activities, 
communication activities, human resources management activities and networking activities, 
effective managers being those who carry out more communication and  human resource 
management activities and less traditional management activities and networking. Based on the 
research results of Friar and Eddleston (2007) and Meier and O'Toole (2010) and Daft and Marcic 
(2012) Luthans et al. (2016), we believe that the management of public institutions must leave the 
paradigm of traditional bureaucracy founded strictly on the traditional functions of management to 
move into the new era of public governance, which involves in addition to exercising the traditional 
functions of management, carrying out effective communication process, networking and human 
resources management activities that can ensure a more efficient and effective management of 
public institutions. Studying the perceptions of the managers of the three selected public 
institutions, we found that they are aware of the need for communication and efficient management 
of human resources, but the bureaucracy that characterizes public institutions determines a greater 
influence of traditional management activities. 
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Abstract 
 

Factors related to management style highlight the leadership qualities expected from effective 
and efficient managers, which they combine, while performing managerial functions to provide 
direction and good coordination of subordinates. The success or failure of managers in managing 
the factors related to the management style influences the managerial effectiveness and efficiency. 
In this paper we aim to quantify the impact of factors related to management style on the efficiency 
and effectiveness of public institutions. The investigation carried out within three public institutions 
reveals that in the perception of the responding managers the factors related to the management 
style do not have a significant impact on the efficiency and effectiveness within the public 
institutions due to the reduced autonomy of management and bureaucratic rigidity. 

 
Key words: management style, managerial activities, efficiency, effectiveness, public institutions 
J.E.L. classification: M12 

 
1. Introduction 
 

Public institutions, similar to other organizations, operate in an environment (with internal and 
external sides). The external environment (society) is made up of other organizations, people and 
entities. The general external environment includes socio-cultural, legal, democratic and political 
institutions, economic and technological conditions, etc. They have a direct or indirect influence on 
day-to-day activities and on the management of public institutions. As a result, the success or 
failure of the management of public institutions cannot be explained outside the external 
environment in which they operate (Schutt, 1986; Daft 2008; Daft et al., 2010; Luthans et al., 
2016). 

The external environment consists in the circumstances and conditions that surround the 
organization. It includes the national, socio-political and cultural conditions in which all 
organizations operate. Organizations operating within the same culture have the same general 
external environmental forces. Organizations operating in a corrupt environment are more likely to 
be influenced by corrupt norms and values (Naoum, 2001). Organizational strategies are 
substantially influenced by the essential characteristics of the environment, culture, history and 
customs of such institutions that reflect the country's policy in general (Varzaru and Varzaru, 2009, 
2013, 2016; Bocean and Sitnikov, 2015; Sitnikov et al., 2017). Based on these considerations we 
can say that the factors that influence the efficient or inefficient management of public institutions 
include: environmental factors, organizational factors, manager-related factors, employee-related 
factors, job-related factors (DuBrin, 2011). 

The paper aims to determine the impact of factors related to management style on the efficiency 
and effectiveness of public institutions. After an introduction and a presentation of the theoretical 
foundations, we presented the research methodology and the main results of the research, as well as 
the conclusions drawn from the research. 
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2. Theoretical background 
 

Factors related to the management style refer to the behaviors of public sector managers. These 
include: communication, the perspectives in which managers look at subordinates, the quality of 
leadership, the intimidating nature of the management style and the trust given to employees 
(Luthans et al., 2016). 

Good communication, treating subordinates with respect, good leadership of managers in public 
sector organizations increases understanding, trust, mutual respect, unity of purpose, desire to 
submit to managerial authorities and inspire cooperation. They reduce the tendency to aggression 
and intimidation. Treating subordinates with disrespect, aggressive behavior, lack of 
communication and intimidation lead to tension and loss of cooperation with employees. These are 
the result of poor leadership leading to a loss of confidence and, consequently, to a decrease in the 
efficiency of employees in public institutions (Daft, 2008; DuBrin, 2011). 

 
3. Research methodology 

 
In order to examine and explore managers' perceptions on the effectiveness and efficiency of 

public institutions management, we undertook a qualitative study on a sample built of 34 
employees, working in the management of three public institutions in Dolj County: Alexandru and 
Aristia Aman County Library, City Hall Craiova - Tax Department, respectively Salubritate 
Craiova, which provides public services as a sanitation operator with delegated activity on the 
territory of Craiova municipality. Therefore, this company complies with most of the rules imposed 
on public institutions. In the building of the sample we used the method of stratified sampling 
proportionally combined with the method of random sampling, used within each layer.  

Following the investigations undertaken on the specialized literature, we formulated a 
hypothesis that will be subject to validation: Factors related to the management style have a small 
influence on the effectiveness and efficiency of the management of the public institution. For 
research we will use statistical analysis of frequencies and analysis of multiple linear regressions. 

 
4. Findings 
 

The investigations of the hypothesis involve the analysis of the answers obtained in the 
questionnaire addressed to managers. Analyzing the perception of managers regarding effective 
communication, it can be seen that 64.7% of the surveyed managers give a maximum level to this 
variable (figure no. 1). It can be observed from the analysis of figure no. 1 that there is only one 
manager who gives level one to this variable, which shows that in the public institutions covered by 
the study managers believe that only through an effective communication it can achieve an 
effectiveness and efficiency of the public institution. 

 
Figure no. 1. Perception of effective communication 

 
Source: Prepared by the author 
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Investigating the perception regarding the treatment of subordinates with respect and affection, 
we noticed that a very large number of respondents (79.4% of the total respondents) appreciate at a 
maximum level the treatment of subordinates with respect and affection (figure no. 2). 

Only 2.9% of respondents, ie only one, said they were dissatisfied with the way employees are 
treated with respect and affection, this being the respondent who is dissatisfied with the way of 
effective communication within the public institution, the two answers being correlated. 

 
Figure no. 2. Perception on treating subordinates with respect and affection 

 
Source: Prepared by the author 
 
Analyzing the perception regarding the leadership level, it can be seen that 70.6% of the 

surveyed managers give a maximum level to this variable (figure no. 3), and 20.6% are satisfied 
with the leadership level. 

 
Figure no. 3. Perception of the level of leadership 

 
Source: Prepared by the author 
 
From the analysis of figure no. 3 it can be seen that only one respondent (representing 2.9% of 

the total respondents) is totally dissatisfied with the level at which the leadership is placed, and two 
(representing 5.9% of the total respondents) are in positions neutral. 

Researching the perception of supporting subordinates in any situation we noticed that a very 
large number of respondents appreciate at a maximum level the support of subordinates in any 
situation (figure no. 4). Only 5.9% of the respondents surveyed, ie two respondents, said they were 
totally or partially dissatisfied with the level of support of subordinates in any situation, and two of 
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the managers (representing 5.9% of respondents) placed on a neutral position, that of indicating an 
empathy and a strong support of the subordinates from the managers within the public institutions 
that were the subject of the research. 

 
Figure no. 4. The perception of supporting subordinates in any situation 

 
Source: Prepared by the author 
 
Analyzing the perception of mutual trust among managers and subordinates, we can see a 

distribution relatively similar to that of the previous variable, with the difference that there are no 
managers placed at neutral level (figure no. 5).  

 
Figure no. 5. Perception of mutual trust between managers and subordinates 

 
Source: Prepared by the author 
 
From the analysis of Figure 5 it can also be seen that the two variables are strongly correlated, 

given that a support of subordinates in any situation cannot be achieved without a high level of 
mutual trust between managers and subordinates. 

To quantify the influence of factors related to the management style on the effectiveness and 
efficiency of public institution management we built two models of multiple linear regression 
having as dependent variables effectiveness and efficiency, and as independent variables managers' 
perceptions on the influence of factors related to management style: effective communication, 
treating subordinates with respect and affection, strong leadership, supporting subordinates in any 
situation, mutual trust among managers and subordinates. 
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In table 1 is presented synthetically the resulting linear regression model having as dependent 
variable the efficiency, and as independent variables the factors related to the management style. 

 
Table no. 1. The multiple linear regression model applied to the variables that characterize the factors 
related to the management style and effectiveness 

Model Summary 
Model R R Square Adjusted R Square Std. Error of the Estimate 

1 0,656a 0,430 0,329 0,541 
ANOVA 

Model Sum of Squares df Mean 
Square F Sig. 

1 Regression 6,191 5 1,238 4,232 0,005 
Residual 8,191 28 0,293   
Total 14,382 33    

Coefficients 

Model 
Unstandardized 

Coefficients 
Standardized 
Coefficients t Sig. 

B Std. Error Beta 
1 (Constant) 5,761 0,613  9,395 0,000 

effective communication -0,466 0,234 -0,554 -1,988 0,057 
treating subordinates with respect 
and affection -1,068 0,401 -1,230 -2,665 0,013 

strong leadership 0,774 0,313 1,008 2,473 0,020 
supporting subordinates in any 
situation 0,219 0,209 0,319 10,050 0,303 

mutual trust among managers and 
subordinates 0,307 0,351 0,411 0,874 0,390 

a. Dependent variable: effectiveness 
Source: Prepared by the author 
 
In table 2 is presented synthetically the linear regression model having as dependent variable the 

efficiency, and as independent variables the factors related to the management style of the manager. 
Table no. 2. The multiple linear regression model applied to the variables that characterize the factors 
related to the management style and efficiency 

Model Summary 
Model R R Square Adjusted R Square Std. Error of the Estimate 

1 0,484a 0,234 0,097 0,847 

ANOVA 

Model Sum of Squares df Mean 
Square F Sig. 

1 Regression 6,139 5 1,228 1,711 0,165 
Residual 20,097 28 0,718   
Total 26,235 33    

Coefficients 

Model 
Unstandardized 

Coefficients 
Standardized 
Coefficients t Sig. 

B Std. Error Beta 
1 (Constant) 5,585 0,960  5,815 0,000 

effective communication -0,712 0,367 -0,627 -1,940 0,063 
treating subordinates with respect and 
affection -0,726 0,628 -0,619 -1,156 0,257 

strong leadership 0,771 0,490 0,744 1,574 0,127 
supporting subordinates in any situation 0,050 0,327 0,054 0,154 0,879 
mutual trust among managers and 
subordinates 0,375 0,550 0,371 0,681 0,502 

a. Dependent variable: efficiency 
Source: Prepared by the author 
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It can be seen from the analysis of the two linear regression models that the influence of factors 
related to the management style on effectiveness and efficiency (at the level of managers' 
perception) is low, the exogenous factors (constant) of the model having high values in relation to 
the coefficients related to the dependent variables, and the relevance levels of the model are low. 

 
5. Conclusions 

 
Following the research of the hypothesis that states that the factors related to the management 

style have a reduced influence on the effectiveness and efficiency of the management of the public 
institution we can say that this hypothesis is validated.  The influence of factors related to the 
management style on effectiveness and efficiency is reduced, in the perception of managers of 
public institutions, due to rigid structures and strict formal relationships established at the level of 
public institutions, including the high degree of unionization. Deepening the analyzes undertaken 
under this hypothesis, we came to the conclusion as DuBrin, (2011) and Daft (2008)  that treating 
subordinates with disrespect, aggressive behavior, lack of communication and intimidation lead to 
tension and loss of cooperation with employees. These are the result of poor leadership which leads 
to a loss of confidence and, consequently, to a decrease in the efficiency and effectiveness of 
employees in public institutions. However, the factors related to the management style have a small 
influence on the efficiency and effectiveness of the public institution. 
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Abstract 
 

Throughout its evolution the railway transport system has become a complex specialized 
system, with remarkable characteristics and under conditions of economic efficiency superior to 
the other means of transportation. By connecting all counties through a sole network, rail transport 
plays an important role in the economic, political and strategic life of the country. This role is 
emphasized by the fact that on its optimal running depend the economic agents’ supply with raw 
necessities and materials, the population’s rapid supply with consumer goods, the ensuring of 
passenger transportation. Any delay or disturbance in the railway traffic yields deep repercussions 
on the entire social life flow.  

This article has been given over to the conclusions held by the research on the information 
regarding the main activities and resources of the Romanian rail transport system. 

 
Key words: infrastructure, railway transport capacity, railway management  
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1. Introduction 
 

In specialty literature the railway transport system is analyzed as a set of processes which seek 
to optimize the overall railway operation management performance. The railway technology played 
a pivotal role in the development of freight and passenger transport, thus, from a speed of about 29 
km/h, trains run nowadays with over 280 km/h; Moreover, rail transport is characterized by a high 
degree of safety and security. Considering all these aspects, the European Union has given priority 
to the development of Community rail transport, the more so since, in terms of energy, the cost per 
unit shipped is much lower than for road transportation. Another argument supporting the 
advantage of rails implies transport on electrified lines, which are not fuel dependent. In this 
regard, Romania makes an eloquent case as the electrified rail network covers about one third of 
the total network and rail transport on the electrified system represents 53.6% of the total transport 
capacity. 

In order to apprehend the main activities and resources of the rail transport system, it is 
important to define rail transport. A narrow meaning presents rail transport as a special type of 
service, in the sense that it can neither be stored nor preserved, being carried out under special 
conditions to cope with the apex of demand (Simut, 2001, p.32). Broadly speaking, railway 
transport encompasses any public transit and freight shipment set in motion by railway transport 
operators by use of railcars on the railway infrastructure.  

The main activities in rail transport are: 
• The commercial operation of freight movement and public transport. 
• The railway infrastructure maintenance and repair. 
• The commercial operation of ancillary assets. 

Depending on the main activities in rail transport, several types of railway management are 
distinguished, namely: 
• The management of the maintenance activity specific to the railway infrastructure. 
• The management of train traffic control. 
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• The management of the commercial operation regarding public transit and freight shipment. 
• The management of the main organizational tasks: human resources, financial management and 

control, traffic quality and safety. 
A challenge railway leadership encountered was the identification of the way to use railway as a 

mechanism to support the economic and social development by efficiently organizing all types of 
railway activities management. In order to allow the continuous use of the railway network in safe 
and secure conditions, the top management of the railway companies aims to maintain and improve 
the railway infrastructure and, through this, to contribute to the commercial capitalization of freight 
and passenger traffic. 
 
2. Theoretical background. Current technologies used within a train yard and their impact 
on the human resources training 
 

By connecting all counties through a sole network, rail transport plays an important role in the 
economic, political and strategic life of the country. This role is emphasized by the fact that on its 
optimal running depend the economic agents’ supply with raw necessities and materials, the 
population’s rapid supply with consumer goods, the ensuring of passenger transportation. Any 
delay or disturbance in the railway traffic leads to deep repercussions on the entire social life flow. 

As trends in rail transport imply increasing tonnage and speed, in order to ensure transport 
safety, they need to comply with the principle that prohibits two or more trains on the same traffic 
sector and at the same time. Following this principle, train traffic is organized so that the transport 
distance be subdivided into smaller distances, further applying the principle of prohibiting access of 
two or more rail vehicles at the same time on each portion thus created. This division allows the 
increase in the degree of parallelism in the railway transport activity and enables the growth of the 
transport capacity while maintaining the safety and security restrictions. For this reason, the 
railway network is divided into mains, traffic sections, traffic distances and sectioning points. Train 
traffic coordination is carried out by specialized personnel such as traffic operators for each traffic 
section, which designates the portion of the main or secondary track where the same traffic 
characteristics are maintained, respectively the same number of trains of different categories. 

A traffic section is extended between two departure yards and comprises several arrival yards. 
The sub-divisions of the transport distance are called traffic distances and are sectioned by 
sectioning points where train junctions and surpassings take place. The sectioning points are 
established according to the volume of goods and passengers, the number of trains, the needs for 
service for localities and economic agents. In the specialty literature, the sectioning points are 
classified as per the activity unfolded and their technical endowment, such as: rail stations, halts, 
signal boxes and automatic block signaling (Caraiani, 2008, p.142). 

The railway station is the most important section point due to its large size and, simultaneously, 
it represents a subunit in the organizational structure of a railway branch, having its own personnel 
qualified to execute the technical and commercial operations needed to carry out transport 
activities. 

The technological process in a railway station is referred to in the specialized literature as the set 
of measures that establish in detail all the operations necessary for the handling of wagons and 
trains as well as the execution order for these operations, focusing on their synchronized execution 
(Tanasuica, 2001, p.33). The technologies conducted in a train station, determining the structure 
and number of employees required, depend on the activity in the station, that is, whether the station 
is open to freight and passenger traffic simultaneously or specializes in traffic types. Depending on 
the character of the activity performed, on the development of the station, they are divided into 
arrival yards, departure yards and classification yards. 

The railway technologies used in the arrival yards include the following operations: 
• for servicing train traffic: receiving and dispatching trains; junctions and pre-crossings; local 

trains maneuvers; trains technical inspection and brake test; 
• for servicing passenger and freight traffic: passenger boarding and disembarkation; travel 

documents issuing; registering and delivering luggage, packages and goods. 
 

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

599



The technologies used for the railway activities in the departure yards, where the trains are set 
up for dispatching, include the following operations: 
• for servicing train traffic: performing all operations as in the arrival yards; direct trains and 

local freight trains configuration and disassembling; passenger trains ensuring local traffic 
configuration and disassembling. 

• for servicing passenger and freight traffic the same operations as in the arrival yards are 
performed. 
In the classification yards, the technical operations and those intended for traffic servicing have 

the same character as in the departure yards, differing by the larger workload. Characteristic to the 
classification yard is the trains and freight wagons handling through disassembling operations by 
means of the triage device and train configuration operations. 
 
3. Analysis of the components of the railway system 
 

The exploitation of the railway infrastructure as a technical structure is carried out via three 
sectors of activity, namely traffic, lines and facilities. These sectors are distinct, but altogether 
concur to the rail traffic operation in terms of safety, security and comfort for the beneficiaries. At 
the organizational structure level, the railway activity sectors are classified in divisions. The Tracks 
Division ensures, through specialized personnel, the activity of maintenance for the line, track 
devices, works of art with machines and rolling stock necessary to achieve this purpose. The 
Facilities Division ensures the maintenance and repair of the signaling-centralization, electric 
traction powering and telecommunications facilities. The Traffic Division ensures the development 
of the traffic activity, organizing train traffic on the railway infrastructure through a specialized 
direction called regional traffic regulator - RCR  and local traffic regulators - RC, that is they allow 
transport operators’ access on the public railway infrastructure and offer its transit and processing 
capacities. 

The overall rail transport system is made up of the inputs, transport processes and outputs 
illustrated in figure no. 1. 

 
Figure no. 1. Elements of rail transport system 

 
Source: Author’s contribution 
 
The following elements embody the input of the railway transport system: railway 

infrastructure, freight and passengers to be transported, railway operators, rail cars, train station 
capacities. These resources are engaged in the system through technological processes of transport, 
as a result of complying with the technologies specific to the rail stations’ activities, transport 
schedule, traffic graphs and technical plan for the stations operation, outputs materialized in the 
provided transport service for the freight and riders entrusted (Daneci-Patrau, 2013, p.81). I 
consider that, of all the components of the railway transport system, the railway infrastructure is the 
most important resource of this system together with the highly qualified human resource. 

As stated by a reputable specialist, the railway infrastructure consists of all the elements 
necessary for the movement of rolling stock, stations, buildings and telecommunications and 
signaling installations used to carry out a railway transport in conditions of passenger safety and 
safety of goods transport (Buciumanu, 2012, p.97). The most important element of the railway 
infrastructure is rail tracks. Their most common classification refers to: current tracks, located 
between the train stations and the tracks nearby, which fulfill several roles in terms of movement, 
maneuver, connection or pending. 
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In exchange for the authorization to transport goods and people by rail, private railway 
operators pay a fee for the use of railway infrastructure, called TUI. 

The rolling stock of the rail transport system consists of locomotives, freight wagons and 
passenger transit wagons. Locomotives ensure the traction of freight and passengers trains on the 
traffic sections, as well as the maneuvering operations at the stations. All locomotives recorded 
build up the inventory of locomotives in a park. The appearance of several types of wagons with 
constructive and functional characteristics adapted to the nature of the goods was generated by the 
diversity of requirements in public freight transport. As a result, the wagon inventory park was 
formed, represented by all these types of freight wagons together with the passenger wagons. 

The traffic capacity reveals the maximum number of direct freight and passenger trains running 
on a traffic section track over twenty-four hours. This capacity depends on several factors: the 
condition and type of the railroad, the number and length of the parking railroads in the station, the 
type of operational facilities and the traffic scheduling. 

Depending on their economic importance and traffic extent, railways are classified as follows: 
• rail mains, which ensure the connections between the capital and main cities of the country and 

those with the transport systems pertaining to the neighboring countries; 
• main railroads, of great economic value because they connect the capital and main cities of the 

country, being partially included in the railway mains; 
• secondary railroads serve certain urban areas and ensure their connection with the main 

railroads and rail mains. 
The railway network in our country comprises eight territorial areas served by eight rail mains, 

each being run by a branch of the railway infrastructure public management company. The current 
configuration of the railways is displayed in figure no. 2. 

 
Figure no.2. Rail mains in Romania 

  
Source: Author’s contribution 
 
The evolution of the important quantitative indicators of the railway infrastructure was analyzed 

and it is presented in table no. 1, for identifying the place of railway transport in the Romanian 
transport system. 
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Table no 1. Quantitative indicators of railway infrastructure 
INDICATORS M.U. 1999 2009 2019 

NUMBER OF TRAIN STATIONS  km 1420 1101 
 

979 
TRACKS LENGTH SPAN km 22567 22247 20347 
ELECTRIFIED TRACKS LENGTH km 3680 3885 3971 
ELECTRIFIED TRACKS PERCENTAGE % 32.4 35.1 36.8 

RAIL NETWORK DENSITY Lkm/1000 km 2   47.7 46.8 45.9 
TOTAL LENGTH OF RAIL NETWORK   11349 11058 10821 

     Source: www.cfr.ro, accessed in 20.04.2020 
 

The indicator correspondent to the length of the railway network in our country presents at the 
end of 2019 a percentage of 36.8% electrified line of the total length of the railway network, 
continuously increasing since 1999 and a density of the network of 45.9 l km/ 1000 km2 decreasing 
in recent years due to the diminution of the total length of the network, which amounted 10821 km 
of railway line. At the same time, due to the constraint of the railway transport activity, the number 
of railway stations has decreased by one third in the last twentieth years, from 1420 stations in 
1999 to 979 functional units at the end of 2019. 

Rail transport places second as mode of transport in the economy after road transport, as per the 
indicator corresponding to transported goods, shipping annually approximately 49.5 million tons of 
goods out of the total of roughly 380.5 million tons, which represents about 13.6% on the market 
for freight transported in Romania, as observed in table no. 2. 

 
Table no. 2. Market quota evolution for main freight transport modes 

Transported 
goods, out of 
which: (%) 

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 

SNTF Marfa 17.2 20 19.7 18.9 18.4 15.8 13.5 11.7 10.6 8.7 7.8 

Private transport 
operators (OTF) 0 0 0.2 0.6 0.8 2.4 3.5 3.8 4.26 4.8 5.6 
TOTAL rail 17.1 20 19.9 19.5 19.2 18.4 17 15.7 15.1 14.5 13.6 
Road 75.7 73.6 73.8 73.6 74.4 74.5 75.7 77.4 78.7 79.4 77.8 
Naval 5.94 4.94 4.59 4.87 4.32 4.87 5.25 4.39 3.82 3.77 5.95 
Aerial 0.1 0.2 0.1 0.1 0.1 0.1 0.1 0.3 0.2 0.2 0.4 
Pipe 1.06 1.36 1.71 1.83 2.08 2.03 2.05 2.01 2.08 2.03 2.45 
TOTAL  100 100 100 100 100 100 100 100 100 100 100 

Source: www.mt.ro, accessed in 30.04.2020 
 

The market share of rail freight transport in Romania has gone down from 17.2% in 2009 to 
13.6% in 2019. The market share value the National Rail Freight Company SNTF Marfa, had has 
decreased from 100% in 2000, when it was the only railway company operating on the freight rail 
market, to 58.2% in 2019 for the capacity of goods transported expressed in tons-kilometers and to 
48.6% for the freight route expressed in train-kilometers. Since 2011, the freight rail market has 
been divided between SNTF Marfa and the twenty-seven private rail operators which were licensed 
for freight rail transport. During this time, the market share held by SNTF Marfa plummeted from 
17.2% for goods transported in 2009 to 7.8% in 2019. As regards the type of ownership, rail 
transport was entirely a state public transport until 2001, both in terms of the freight transported 
and its route. In the Romanian rail transport system, the private rail operators, OTF’s, started to 
operate - from 2001 until the end of 2019 the freight operators owning about half of the market for 
goods transported by rails, respectively since 2005 the passenger OTF’s, which currently carry 
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about one third of the total number of passengers. 
In the last three years the freight and passenger transport by rail has decreased continuously. 

These decreases have numerous causes such as: the attenuation of family incomes due to budget 
cuts, the closure or liquidation of some economic agents, the orientation of some companies 
towards road transport, the general decrease of the production of large companies. 

Due to lack of necessary funds, the public railway companies were forced to partly lay off staff, 
limit the expenses to cover the necessary operation, reducing the budget in regard to maintenance, 
repairs and investments in order to maintain a relatively stable balance. The price paid for this 
balance was in the form of significant technical losses resulting from the high wear of all railway 
installations. The degree of railway traffic safety has decreased, generating direct consequences in 
the volume of services provided, with the decrease of budgetary allocations from the total revenues 
for the maintenance of the transport infrastructure. 
 
4. Conclusions 
 

Because it is difficult to achieve cooperation in time and space of labor, assets and means of 
work, the production process in rail transport is complex and these three elements are in constant 
motion. This requires the existence in the railway operation of the variable elements represented by 
the transport needs and climatic conditions. Therefore, each railway operator uses the most 
appropriate and practically possible rules and measures to simultaneously meet the quality 
requirements required for transport: safety, speed, comfort and, finally, the lowest cost. 

The particularities of the specific activities of railway transport are highlighted by the following 
aspects: 
• The train traffic takes place without interruption regardless of the season and at any time, which 

requires a perfect coordination of all sectors of railway activity. 
• The outcome of the productive work is not a new commodity, but a service; freight transported 

by rail not only preserves all its properties, but also increases its value. 
• The railway network spans over an extended area, with a close interdependence between the 

different railway sections and units. 
• The railroads represent a means of mass transport, ensuring the most favorable position in 

terms of traffic safety. 
• The variety of activity sectors within the railway transport sector forms a mechanism which, 

although quite complicated, creates a unitary whole and requires the use of a qualified 
personnel to operate the rail infrastructure and facilities. 
Specific to the railway transport system is the existence of large masses of goods under 

movement that contain significant amounts of kinetic energy. 
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Abstract 
 

     The conception according to which the quality assurance within the educational organizations 
conforms to the pre-established goals at social level, offers an overview of the critical success 
factors by arranging a dynamic set of managerial processes. 
    The teleological dimension of an organization is justified by the fact that it cannot function 
without concentrating its efforts on achieving clear objectives that describe, in reality, 
organizational needs. This study studied the interferences through which they give meaning to the 
organization, but also to people. At the same time, it amplifies the possible connections between the 
assumed norms and the actual actions, orients and regulates the organizational processes. 
   The methodological activities used by the authors, such as the selection process, transfer, 
synthesis, resulted in the generation of reflections, awareness and conceptual models that consist 
of four variables: the purpose of quality management, its purpose, human resources in society, 
quality - as nature human. 
 
Key words: teleological perspective, adjustment mechanisms, limit awareness, management 
finality, organizational culture 
J.E.L. classification: I2, J5, M5 
 
 
1. Introduction 
 
     The objectives of the educational organization are an essential component of any organization, 
the importance of which must be realized. However, there are some questions that are waiting to be 
answered: why are objectives needed, who can set the objectives of an organization, what 
objectives can an organization set itself and, especially, how can they be operationalized. 
     At the level of the educational organization, the objectives direct and ensure the rigor of the 
developed processes, allow the diagnosis of the dysfunctions and the adoption of some corrective 
measures, orient the human resource in the efficiency of its own activity. Also, the objectives of the 
school organization anchor the activity in concrete, eliminating the arbitrary or equivocal, allow the 
foreshadowing of possible results, make individuals responsible in promoting the quality of their 
activities. Although it can be considered that the presence of objectives can lead to formalism or 
rigidity, restricting the freedom of individuals, in reality they ensure the coherence of the school 
organization. 
     The activity of establishing the objectives of an organization has a deep managerial character, 
which makes the responsibility for their formulation fall to both the team and the manager of the 
organization.  At the level of the school organization, the objectives are established, at the 
macrosocial level, through the education policy and reflect the transformations produced at the 
social level. At the microsocial level, of the instructive-educational process, the task of delimiting 
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coherent objectives is of the teachers, as agents of change, who will thus organize their material, 
time or informational resources. 
     At the level of any organization, including educational, the objectives have a general character, 
being formulated in the light of its needs. At the same time, there are, objectives of the individuals 
engaged in the activities carried out at organizational level, which reflect their own development 
needs, of affirmation. Can both goals coexist? Yes, this coexistence is imperative, because in the 
absence of people, organizations could not achieve their own goals. This emphasizes the need to 
build an identity of the organization in which individuals feel part. It is well known that the sharing 
of goals by all members of a group or organization offers increased chances of their fulfillment. On 
the contrary, there is a risk of conflict situations, as a result of demotivation, individuals 
considering themselves engaged in a project to which they do not feel involved, being imposed on 
them. This situation is specific to organizations with a centralized management - machine type, in 
which human resources exist only to fulfill the purpose of the organization. On the contrary, the 
organization must meet the individual objectives to the same extent that individuals assume the 
objectives of the organization. The relationship must be reciprocal and correctly dimensioned. 
    But there are also some exceptional situations. Analyzing the function of evaluating objectives, 
some specialists point out that situations can be defined in which individuals justify their poor 
performance by emphasizing objectives that allow them to motivate actions when subjected to 
evaluative situations. In order to avoid these situations both the objectives must be clarified in 
advance and the steps that will be taken towards their fulfillment. 
    The objectives of the organization should not be set ad hoc or for a short period of time. These, 
and many more, will have to be of constant concern, which will prepare the institution in advance 
for future changes in society. In this sense, the school needs to redefine not only its mission, but 
also its vision, to set its short, medium and long-term goals, which involves strategic thinking, 
initiative and forward-looking capacity. The degree of operationalization of these objectives also 
depends on the quality of human resources or of any nature, the level of motivation of individuals, 
how they are in the objectives of the school organization or how they understand to get involved 
and actively participate in achieving them. 
   Building a vision of the organization also involves building visions of change in each individual. 
On the contrary, they will be limited to performing a mechanical act, meaningless, will passively 
accept the goal of the school, but will probably never really feel attached to it. It is no less true that, 
at the managerial level, there is also the risk of perpetuating the dependence on these visions, to the 
detriment of the reflection or the real interrogation of each school manager. In this sense, they 
themselves must be able to support their own visions, not by stifling others, but by the power of 
arguments, by communication. 
    Establishing clear goals for the school, viewed from an organizational perspective, can be 
considered a challenge, a problematic situation for which the school must activate its managerial 
strategies and the capacity for real learning and action. Promoted only at the declarative level, these 
objectives will not turn into real chances of success, they will not be responsible, more precisely, 
they will be devoid of any real value. 
 
2. Theoretical background  
 
    Research (Goffman, 1959, p.11) has advanced the hypothesis that organizational culture has two 
approaches: individualistic, if interested in the representation of the self that each individual has in 
relation to others, and holistic, if the interest is aimed at - typical models of behavior, rituals and 
traditions, dominant norms and beliefs, the dominant socio-human climate in that organization. 
    When analyzing organizational culture from an individualistic perspective, Goffman relies on 
behavioral elements that have a certain stability over time, which occur with a certain frequency. 
Because the emphasis is exclusively on verbal and nonverbal communication, he believes that we 
are dealing with a "dramatic" approach, as each individual, through the messages transmitted 
verbally and especially nonverbal (gestures, facial expressions, even silence), manipulates a certain 
symbolism, plays, like the actors, its own role, the social life being seen, in this sense, as a big 
scene. 
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    As the roles presuppose interaction, in this game each individual has the tendency to affirm his 
own self, his social self, trying to expose to the world the desired image, which benefits him in his 
relations with others. It is in this case about the affirmation of certain personal or professional 
qualities, the promotion of the results of our activity that correspond to the standards. In fact, it is 
about manipulation and persuasion, or even the imposition of authority. In turn, others may accept 
these things, either out of conviction or as an effect of manipulation. Goffman calls this game 
"impression management" that serves each individual to assert themselves, to build a positive self-
image and to preserve an organizational climate open to communication. From this game of 
interactions and activities would result the culture of an organization, responsible, in many cases, 
for performance. 
    From a holistic perspective, organizational culture reflects the set of behavioral patterns, rituals 
or values that go beyond the individual framework. Although they may be different, these models 
and values enter into a separate combinatorics, molding, complementing each other, the result 
being a behavioral structure specific to each organization and which becomes independent of its 
individuals. It includes cognitive, affective, relational and normative elements that are activated 
contextually. 
    Regardless of the perspective of analysis of organizational culture, it operates with certain 
elements, more or less aware or exposed to analysis, which refer to its content. Moreover, these 
elements allow not only the analysis of organizational culture, but also its definition. 
    Attempts to conceptualize organizational culture are multiple (J. Lorsch, 1973, W. Ouchi, 1981, 
H. Mintzberg,1984) and generally highlight the same content. It seems that it derives from the 
anthropological concept of "culture", which also explains the presence of its characteristic elements 
in the concept of organizational culture. 
Another perspective (Schein, 1992, p.369) presents organizational culture as a cognitive process of 
adaptation to the specific diversity of organizational contexts and integration within this reality. 
This can be considered a systematizing perspective, which emphasizes both the basic behavioral 
area to which the content of the culture falls, responsible for the emergence of norms, and the 
specificity of each organizational culture. 
    Another way to define the culture of an organization is the metaphorical one. Thus, 
organizational culture is likened to an onion or a glue that sticks (Morgan, 1998). It is a "social 
glue" consisting of: norms, values, rituals, stories, myths or daily routines and that keeps the 
members of an organization together. It can also take the form of an iceberg that has a "visible" part 
consisting of: symbols, slogans, rituals, ceremonies, myths, heroes, behavioral patterns, jargon, and 
a "invisible" part, deeper, consisting of: rules, meanings, values, representations, guiding beliefs, 
thought patterns. 
    Although less scientifically argued, the metaphorical approach to organizational culture can be 
beneficial to understanding the mechanisms of its "functioning" at the organization level. An 
individual who walks into an organization for the first time, regardless of its type, initially gets in 
touch only with the visible part of the iceberg, with the elements that the organization wants to 
expose and which are, for example, rule, favorable. Interpreting or cataloging the organization only 
through these aspects, "image", would prove not only superficial, but also reductionist. The true 
configuration, value or reality of the organization is confirmed only by accessing the invisible, but 
fundamental part of it. It can confirm the initial data or, on the contrary, cancel it. The individual 
can share the values of the organization, can be found in them, or can find that they are completely 
foreign to him, in this case there is either the risk of isolation or leaving the organization. 
    The issue of organizational objectives has evolved with managerial theories that approached 
organizations from a systemic perspective, their importance being given mainly by the functions 
they can perform. Thus, the theorists of organizations as rational systems considered that objectives 
have mainly a cognitive function, being responsible for the direction of actions and constraints 
arising from the decision-making process. In their turn, the authors of the theories of organizations 
as natural systems emphasized the motivational function of objectives, being convinced that they 
ensure the attachment of individuals to the organization, motivate them in the sense of active 
involvement in the organization, ensuring its chance to build their own identity. In general, 
organizations that emphasize the motivational side are much more likely to attract human resources 
(eg teachers and students) than organizations that are strictly interested in enhancing the cognitive 
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dimension. One of the possible disadvantages would be the absence of any specifications related to 
the concrete ways in which these objectives will be put into practice. 
     As for the representatives of the institutional analysis, they rely on the symbolic function of the 
objectives, they having a major significance both for the members of the organization and for the 
community. This function cannot be neglected, its main advantage being the development of an 
organization's capacity to acquire resources and legitimacy. 
     Another function assigned to organizational objectives is to evaluate the behaviors or quality of 
activities performed by individuals, but also the organization as a whole. In this sense, it is 
necessary to establish concrete criteria, used both as standards of individual training, the 
functioning of the organization, and as benchmarks for their evaluation. 
     If the school organization is described as a natural and open system, there is a temptation to 
emphasize the importance of the motivational function of its objectives. However, the objectives 
have both cognitive and symbolic and evaluative valences. They give the school its own identity, 
clearly delimiting it from other organizations. The presence of objectives at school level is also 
legitimized by the fact that they oblige to distance themselves from old practices and habits, to 
create their own vision of its role in society and the possibility of future evolution, to promote a 
prospective, anticipatory approach to educational change. which requires innovative planning and 
managerial design. 
 
3. Research methodology 
 
   It is noted that, in general, organizational culture borrows the behavior of individuals, reacting as 
a "collective individual" trying to assert the positive features of their own selves. For this reason, 
the authors choose to define the organizational culture as a personality of an organization, which 
manifests both cognitive and emotional and behavioral traits, perpetuating and developing over 
time in all individuals, becoming responsible for their integration into the organization. 
   It can be stated, beyond the definitions, that there is a complex phenomenon whose deep analysis 
would highlight its advantages (Table no.1) in obtaining the efficiency of an organization, or would 
allow the understanding of dysfunctions, seemingly inexplicable, at the organizational level. 
 
   Table no. 1 The essential advantages in the knowledge and optimal administration of the organizational  

culture 
No. 
crt. 

The main features of organizational culture 

1. Defines organizational boundaries 
2. It makes the organization distinct from other organizations 
3. It gives a sense of identity and solidarity among employees 
4. It brings people together to cooperate, it generates organizational involvement 
5. Increases the stability of employees in their positions by mastering the values of the organization 
6. Helps target the individual within the organization 
7. Resolves contradictions and paradoxes that may arise in its absence 
8. Structures behaviors, attitudes within the organization, developing the system of rules and ensuring 

their applicability 
    Source: (Adaptation and processing of authors after I.O.Pânișoară) 
      

It is easy to see that these characteristics actually reflect the essential functions that an 
organization's culture performs, namely: 
•  the normative function, of regulating behaviors and attitudes, constituting a possible grid for their 
evaluation and conflict resolution; 
•  motivational function, to support cooperation and interpersonal relationships; 
•  psycho-social function, through which individuals and the organization build their own identity 
in relation to others or the environment. 
     These functions, as well as the entire organizational culture, become operable over time, 
through quantitative and qualitative accumulations, through practice, by reference to the 
environment as a possible variable for interpreting the effects of organizational culture. They 
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manifest themselves both in the formal framework of daily activities and in the informal setting, as 
a way of perpetuating official customs. Also, although the values of the organization must be 
compatible with the values of the individual, the possible limits of the organizational culture must 
also be noted. (Figure no.1) 

Figure no. 1. The limits that slow down the organizational culture from the possibility of action to the 
maximum values 

     Source: (Authors' concept based on analysis of organizational culture functions and critical success 
factors) 

 
     However, there is no organization that does not structure its own culture and, no matter how 
much one wants to avoid some shortcomings or risks, it cannot be outside the organizational 
framework. Certainly, where there are human resources, there is also the risk of behavioral 
paradoxes. The manager of the organization has the power to correct them but also the individuals 
themselves can do it, to calibrate their behavior according to their own axiological frame of 
reference and not according to the image advantages of the moment. The more credible an 
organization becomes, the more coherently structured and value-oriented its culture is. 
    The analysis of an organization's culture cannot be complete without specifying its basic 
components. Thus, beyond the cognitive, affective and normative aspects, it is considered that at 
the level of an organizational culture other basic components can be identified (Schein, 1992, 
p.372), such as: 
•  behavioral regularities, present at the level of interactions, such as: traditions and rituals, 
customs, language, applied in specific situations; 
•   group norms, more precisely standards and values activated in the working group; 
•  displayed values, with the role of explicitly formulated principles for all members of the 
organization (for example, “quality first”); 
•  formal philosophy, based on policies and principles elevated to the rank of ideology, which 
guides the actions of members of the organization in relation to outsiders; 
•   institutional, formal and informal rules, which define membership in an organization, as well as 
ways to regulate relationships; 
•  the socio-moral climate and the architecture of the space, which describe both the moods and the 
ergonomics of the workplace. Moreover, this aspect can be a good indicator in the analysis of the 
typology of organizational cultures, which also differ by the size and functionality of the spaces 
made available to employees; 
•  personal skills or competencies that individuals need to demonstrate in performing tasks or in a 
relational plan; 
•  ways of thinking, mental models and linguistic paradigms, cognitive frameworks that guide 
perceptions, thoughts, etc .; 
•    activated meanings, ways of understanding everyday events; 
•   metaphors and symbols, reflected in ideas, feelings, sentiments or images about themselves or 
about phenomena present in the organization, and which are manifested in everyday life. 
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    These components aim at a certain symbolism of the organization, raised to the rank of principle 
of action, but also concrete elements that describe the norms and cognitive and affective features of 
individuals. 
    Most of the analyzes performed in order to understand the role of organizational culture 
highlighted several models and types of organizational culture. Although they were not developed 
for a specific type of organization, highlighting their main characteristics will be the benchmark of 
the analysis of the organizational culture of the school. 
     Probably the best known model of analysis is the multilevel / stratified model, analyzed by most 
specialists, which delimits at the level of any organizational culture three levels / layers, in which 
the previously mentioned components are found. (Peacock, 1999, p. 53) 
     The basic presuppositions, which contain abstract formulations, with a general character, which 
promote some truths about man, as an expression of a philosophy about man and society, very 
often, have a contrasting character. This is also the case of those advanced by Schein and 
McGregor (1974). Thus, Schein distinguishes between: 
      Culture A with the following assumptions: 
•   the individual is responsible, motivated and able to lead himself; 
•  the members of the organization form a family in which everyone must respect, accept, cooperate 
or take an interest in the others; 
•   truth is not a natural fact, it comes from individuals and is established through negotiation and 
debate. 
      Culture B, which is in stark contrast, puts forward the following assumptions: 
•   individuals are docile, eager to fulfill their commitments at the organizational level, being loyal; 
•  the relations which are established at the level of the organization have a hierarchical character, 
each member having his own position and responsibility,  according with his competencies; 
•  the truth belongs, par excellence, to the elderly who have not only seniority, but also wisdom and 
experience. 
     The contrast of the two cultures is striking: the first values the individual, promoting respect, 
autonomy, information authority and is specific to organizations as natural and open systems, while 
the second gives priority to the organization, by promoting hierarchy, authority, competence, being 
dependent on organizations rational and closed systems. 
     The value delimitation of the two cultures is difficult to achieve, each promoting a certain 
philosophy about man. Their value is given by the interest that manifests itself at a certain moment 
for one or another of these philosophies. 
     One can easily notice the complementarity of the two types of assumptions with the typology of 
culture proposed by Schein. Thus, the assumptions of theory X are consistent with culture B, 
devaluing both individuals and their work, while the assumptions of theory Y are based on the 
characteristics of culture A, promoting the values of responsibility and respect for man. (Table 
no.2) 
 
     Table no. 2 The model of the dual theory of motivation 

No. 
crt. Theory model X Theory model Y 

1 Man does not have a special attraction for work, 
avoiding it when he can; 

Work is a natural activity that helps the 
individual to develop spiritually; 

2 In order to make the necessary effort, man must be 
forced or "bought"; 

People are attracted to interesting activities; 

3 Man prefers to be directed, rather than take 
responsibility; 

Individuals orient themselves in the task, 
assuming responsibilities; 

4 The motivation of the individual's work is money or 
job insecurity; 

The motivation of work is the very desire to 
fulfill one's potential; 

5 In general, people show limited creativity. When they have the opportunity, individuals 
show their creativity. 

      Source: (Adaptation of the authors to the assumptions made by McGregor) 
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     The values that are shared by the members, most of the times, appear as imposed at managerial 
level, reason for which they are constituted in the evaluation grids of the individuals' performances. 
In this sense, the values must be assumed by each member and translated into appropriate attitudes 
and behaviors. The shared aspect of values lies in the fact that they refer to the set of opinions 
common to all individuals, which define the desirable behavior or the ways in which success can be 
ensured. 
 
4. Findings 
 
   Organizations set their goals based on their own aspirations and the specifics of their services 
provided to society. At the level of the school organization, priority is given only to the objectives 
pursued at the level of the educational process or to the objectives of the society that the school is 
called to fulfill. But the school is not limited to preparing individuals to cope with social change, it 
can itself trigger and promote change. In reality, the school organization focuses so much on 
students' results, on the quality of teaching-learning-assessment, that it loses sight of the fact that 
all this depends on the quality of training and continuous improvement of teachers, the existing 
climate at the organizational level or the actions it can take to bring about change. The fact that the 
school generally assumes an eminently passive role, of primary reaction to an external stimulus, 
following only the way in which individuals carry out their activity or submit to daily routines, 
leads to the question of the real capacity of the school to become aware. and other needs.  
 
      Figure no.1. Organizational  identity adjustment mechanisms 
 

 
 
 
 
 
 
 
 
 
 
 
      
     
 
 
 
 
 
 
 
 
 
 
 
 
 
     Source: (Authors' concept based on the variables involved in a natural and open system and the 

interferences between them) 
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     For these reasons, today, as a result of the opportunities that the school has in building its own 
future, it is necessary to delimit new objectives, not to the detriment of the instructive-educational, 
basic ones, but in completing them. Given that the school presents itself as an organization that 
learns and produces learning, it is obliged to set itself two other major objectives: organizational 
development, overall, and human resource development. 
     These could in turn subordinate other objectives, among which can be mentioned: 
•   triggering and promoting educational changes; 
•   promoting strategic management; 
•   developing a motivating climate and organizational culture; 
•   reviewing existing communication networks at school level; 
•   initiating action actions that favor the promotion of the school's image at the community level.  
   All these must take into account the four variables: the purpose of quality management, its 
purpose, human resources in society, quality - as human nature. (Figure no.2) 
   The values assumed at the level of organizations ensure the chance to build their own identity of 
the organization in relations with the environment, and for individuals they offer them the 
opportunity to consider themselves an integral part of the organization. It is not recommended to 
absolutize some values to the detriment of others, the risk being that individuals simulate adherence 
to them, so that in depth there are conflicts that will remain dormant until an opportunity arises to 
trigger and escalate. For example, in organizations that value exclusively cooperation, teamwork, 
beyond its advantages, creates opportunities for the manifestation of group thinking, conformity, 
loss of "instinct" to preserve and assert their own identity. At the opposite pole, the organizations 
that raise the competition to the rank of absolute value are transformed, in time, into real “battle 
arenas”, from which the luckiest or the strongest will emerge victorious. 
    The norms, which ensure the passage in concrete and observable, represent a direct consequence 
of the assumptions and values assumed and describe the totality of expectations and rules that 
guide and regulate at the organizational level the behavior of individuals. Very often, assumptions 
and values remain in a shadow cone, individuals coming into contact only with the rules of the 
organization. 
      At this level, two categories of norms are delimited (E. Păun, 1999, p. 60): 
•  Formal, having an institutional character and being promoted by managers through centralized 
and coercive ways. They usually aim at imposing and enforcing sanctions; 
•  Informal, being the product of the members of the organization and circulating through myths 
and stories. They are promoted in a participatory, non-hierarchical manner, having the role of 
maintaining a high tone of organizational culture. 
     When it is desired to initiate a change at the level of the organization, the main area of 
intervention must be its rules. 
 
5. Conclusions 
 
    Any organization exists only by virtue of clearly established objectives. The statement can be 
considered as true as it is incomplete. Objectives are essential to give meaning and legitimacy to an 
organization, but they remain simple ideals in the absence of the human factor, of individuals who, 
through the quality of their work, through personal involvement, can turn goals into reality. 
     It can be easily seen that at the level of any organization two levels coexist: one dedicated to 
competitiveness, technology, achieving high-performance results and a level of human resources, 
equally significant, which describes interpersonal relationships, the level of communication, the 
values that govern relationships and which individuals are willing to join etc. In other words, there 
is a level of efficiency and a level of knowledge, culture and socio-human climate. With the 
evolution of organizational theories, managerial practices gradually shifted the focus on 
productivity and efficiency, specific to scientific management in which individuals were a simple 
tool for achieving organizational goals, on the relational side that shapes a human factor dynamic. 
     In fact, most research conducted in the early 1980s drew attention to the extreme rationality of 
organizations, to its wrong emphasis. Normally, in an organization, the two levels must not only 
coexist, but they must be in a relationship of interdependence, as one cannot exist without the 
other. 
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    For this reason, specialists in organizational analysis devoted to the late '80s a new concept, that 
of organizational culture that would cover a new reality over time. Originally appeared as a critical 
reaction to the rationalist paradigm of organizations, the dimension of organizational culture has 
gradually built its own argument, being put in a position to explain the reactions, sometimes 
paradoxical, of people, how to achieve communication in organizations, in which promotes change. 
It is directly related to the management of the organization, being both its cause and effect. 
    Thus, the organizational culture, through the promoted values, can determine the imposition of a 
certain type of management, just as it, through the norms and the structure of the managerial 
processes, can establish a certain type of organizational culture. This double-determining effect 
needs to be realized by both the manager and the individuals. Given that the manager ignores the 
specifics or even the existence of organizational culture, using the attributes of scientific 
management, he has all the chances to face failures for which he will probably not have pragmatic 
solutions. If the manager himself is the product of the organizational culture, there is both the 
chance to promote a participatory, motivating management, but also to correct any shortcomings 
identified at its level. 
    Most of the times, when direct reference is made to the organizational culture, there is a 
temptation towards a general approach to it, towards highlighting the specifics of interpersonal 
relationships, general beliefs, etc. and less towards the analysis of the values or beliefs that each 
individual can promote. One cannot speak of a certain type of organizational culture, as its general 
feature, without taking into account the characteristics of each individual that can contribute to its 
construction. Therefore, the temptation is to see the whole, but the details that build it are lost sight 
of. For this reason, the authors believe that the analysis of the dimension of organizational culture 
can have both meanings: general and individual. 
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Abstract 
 

Purpose: Given the context of the Coronavirus pandemic, the purpose of this research is to find 
out what the future of entrepreneurship will look like. We want to find out which direction the 
entrepreneurs will go. 

Design / methodology / approach: We conducted an opinion poll on the trends that will follow 
in entrepreneurship. The questionnaire had only one question: What do you think will be the future 
trends in entrepreneurship after the Coronavirus pandemic? 

Findings: Following the study we found that the first 3 places are freelancing, online 
entrepreneurship and business globalization that will follow the trend in entrepreneurship.  

Practical implications: This research comes in support of entrepreneurs regarding new trends 
to have a successful business. 

 
Key words: papers trend, entrepreneurship, Coronavirus, globalization, outsourcing. 
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1. Introduction 
 

From year to year, new changes appear, and entrepreneurs cannot lag behind. These changes are 
marked as trends, aimed at shaping the entrepreneurial world (Busenitz, et al. 2003). 

To remain active in the field of entrepreneurship, they must follow the trends set by the world's 
leading experts in the business environment (Solomon and Fernald, 1991). 

Trends help entrepreneurs plan their short-, medium- and long-term goals and strategies much 
more clearly. Once the trends within the organization are implemented, entrepreneurs can be far 
ahead of the competition, which turns into a competitive advantage (Grover, 1999). 

In addition, when entrepreneurs design their business in the future, they can improve their 
business (Terán-Yépez, et al. 2019). 

Also, once entrepreneurs are aware of trends, it helps them find out what to expect (Chrisman et 
al., 2003). 

In addition, in such times as the Coronavirus pandemic, entrepreneurs need to focus on pursuing 
new market opportunities. 
 
2. Literature review 
 

New technologies, new customer needs, but also societal changes have come to change the 
business environment quite quickly. Which led to the creation of new market niches, new 
industries, new ways of working, communication, new ways of creating products, sales and 
promotion, new ways of recruiting employees, reorganizing the business, etc. (Busenitz, et al. 
2003). 
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In order to benefit from these changes, it is necessary for entrepreneurs to keep abreast of trends 
in their field of activity (Terán-Yépez, et al. 2019). 

Entrepreneurial trends play a very important role in organizations. These go on modern 
technologies that contribute to obtaining relevant information about consumers and about 
increasing performance within the organization (Grover, 1999). 

So organizations are constantly looking for new ways to grow and innovate. Because emerging 
trends lead to the creation of new opportunities and must be capitalized to achieve the best results 
(Kuratko, 2003). 

Some entrepreneurs have already started to capitalize on the new technologies that have 
emerged, especially those of the new generations that are very active in terms of technologies and 
social media platforms (Garg and Pahuja, 2020). 

These young entrepreneurs have realized that today, there are millions of people spending time 
on platforms like YouTube and TikTok, and that it is necessary to gain users' attention by 
generating video content connected to the needs of the audience (Rich, 2018) . 

They realized that an investment is needed in improving the buying, selling and automation 
process, given that the marketing and message dissemination process has evolved significantly in 
recent years (Garg and Pahuja, 2020). 
 
3. Research methodology 
 

Given the context of the Coronavirus pandemic, we set out to find out what the future of 
entrepreneurship will look like. Which directions will entrepreneurs go? What ways will 
development and innovation be implemented? 

In this case, we conducted an opinion poll on the trends that will follow in entrepreneurship. 
The questionnaire had only one question: What do you think will be the future trends in 

entrepreneurship after the Coronavirus pandemic? 
The questionnaire was made in Google Docs and promoted through the Facebook Ads. The 

campaign took place between April 24 and May 1, 2020. The selection criteria of the people who 
completed the questionnaire referred to: Romanian entrepreneurs, male and female. 

Following the promotion campaign, we received 117 completed questionnaires. 
 
4. Results and discussions 
 

Chart no. 1 What do you think will be the future trends in entrepreneurship after Coronavirus pandemic? 
 
 
 
 
 
 
 
 
 
 
 
 
Source: authors. 
 
We find that freelancing is in first place with 17%. This means that more and more 

entrepreneurs are and will continue to turn to outsourcing, as they reduce their staff costs, 
collaborate only on the project side and have a wide range of options in choosing the most qualified 
employee for the project on which interests him (Lacity and Rottman, 2008). The most open sector 
to the outsourcing market is IT, but it is necessary for other areas to turn their attention to this area. 
In this way, openness to innovative ideas and accelerated development of the organization are 
encouraged (Kuratko, 2005). 
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Outsourcing is not mandatory, but it helps organizations focus on core business and 
management efficiency (Rochester and Rochester, 1995). 

On the same level as freelancing, online entrepreneurship is also at 17%. Thus, online business 
development courses, investments in video (Youtube), Stories, Live, VivaVideo or Videoshop have 
started to appear by creating videos directly from the mobile phone (Rich, 2018). 

Also, with the Coronavirus pandemic, many businesses have been forced to relocate online in 
order to survive. While other businesses already operating online have seen real increases in sales 
during the pandemic (Fernandes, 2020). 

As we can see from chart no. 1, immediately after the online entrepreneurship is business 
globalization with 16%. Regarding the perception of CEOs in Romania in the annual survey 
conducted by PwC Global CEO Survey - 20th Edition, 2017, 97% of respondents said that 
globalization facilitates universal access to infrastructure and basic services. 

The digital environment has led to global business development. Which means entrepreneurs 
can run their businesses around the world and work with international teams to build and expand 
their businesses (Naeth-Siessegger, 2020). 

The next level is business schools with 15%, which have become a necessity in the current 
context, as the competitive environment is increasingly strong and challenging globally. Thus, new 
skills, competencies, abilities and behaviors are needed for entrepreneurs. Currently, much 
emphasis is placed on interpersonal skills, social responsibility and leadership (Vecchio, 2003). 

They have also started teaching online courses on e-learning platforms, so that entrepreneurs are 
up to date with emerging trends in entrepreneurship and business education (Solomon and Fernald, 
1991). 

In 5th place is teleworking with 12%. Teleworking will be more and more present in the future 
(Eraso and Erro-Garcés, 2020). 

Organizations could offer employees the opportunity to work directly from home, at least 2-3 
days a week, and at least once or twice a week to come to the office. 

This gives employees autonomy, a flexible work environment, but also compensation based on 
performance. In addition, profit sharing can take place with employees in order to keep them 
motivated (Baruch, 2000). 

At the same time, teleworking can help entrepreneurs significantly reduce their costs and make 
their work as efficient as possible. Thus, owning a commercial space is no longer a requirement for 
building a successful business (Daniels, et al. 2001). 

In this case, entrepreneurs as well as its employees could work from anywhere in the world, 
which would turn them into travel entrepreneurs. As we can see in chart no. 1, travelpreneur ranks 
6th with 9%. Travelpreneurs are people who have profitable businesses no matter where they are. 
Businesses work without them being present in the organization. 

On the penultimate place (7th place) is business robotics with 8%. So some people see this as a 
negative change that affects business in the sense that robots take on various tasks that would have 
been done by the human factor normally, such as inventory management and so on. However, this 
is not necessarily a bad thing, because in this way the world evolves and learns new skills and 
competencies for the jobs of the future, which implicitly leads to the development of society 
(Dirican, 2015). 

In addition, business robotics reduces costs and increases the level of production. 
On the last place is mindfulness and meditation with 6%. Practicing mindfulness and meditation 

helps to reduce anxiety and stress, and helps to improve the concentration and creativity of 
entrepreneurs (Marlatt and Kristeller, 1999). 
 
5. Conclusions, recommendations and practical implications 
 

Entrepreneurship trends can help entrepreneurs know their audience and needs, reduce costs 
with staff and processes in the organization, streamline management. 

Entrepreneurship trends also contribute to the creation of new business strategies and the 
digitalization of the business. 
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These trends are not new, but they have not yet reached their full potential. Romanians are still 
taking timid steps when it comes to such changes, but once these steps are taken, entrepreneurs will 
experience significant results. We encourage entrepreneurs to be brave and test the effects of these 
trends in their own business. 

Thus, the business trend is to move to the e-commerce sphere, which can mean the globalization 
of the business given that the site also has an English language interface (Meeker, 2019). 

Globalization of business is not only an option for larger companies, it can also be an option for 
small and medium enterprises, which seeks to expand them (Naeth-Siessegger, 2020). 

In terms of outsourcing, this pandemic of Coronavirus will accentuate this trend to reach 
maturity. 

Regarding business schools, they are more and more sought after, because future entrepreneurs 
go from "knowing" to "making" things happen. Business schools are where entrepreneurs meet 
mentors, mentors and coaches, which leads to accelerated learning based on the experiences of 
others who have been tested beforehand. Thus, the new entrepreneurs do not repeat the same 
mistakes as the others and advance much faster, being one step ahead of the competition. 

Applying these trends helps to stimulate innovation in business. 
Thus, it is necessary for entrepreneurs to reflect on the impact of the innovations they will make 

in the long term, instead of in the short term. 
As we have seen in this study, trends in entrepreneurship offer new opportunities. They allow 

organizations to innovate based on the experiences offered by new technologies. Which will make 
such investments profitable in the future. 

These trends can also help entrepreneurs build their product much easier and sell it. 
The present study identified these trends to help the entrepreneur adapt to the ever-changing 

entrepreneurial landscape. 
This research comes in support of entrepreneurs regarding new trends to have a successful 

business. 
 

6. Acknowledgments 
 

This work was co-funded by the European Social Fund, through Operational Programme 
Human Capital 2014-2020, project number POCU/380/6/13/123623, project title <<PhD Students 
and Postdoctoral Researchers Prepared for the Labour Market!>>. 
 
7. References 
 

• Baruch, Y., 2000. Teleworking: benefits and pitfalls as perceived by professionals and managers. New 
Technology, Work and Employment, 15(1), pp.34-49. 

• Busenitz, L.W., West, G.P., Shepherd, D., Nelson, T., Chandler, G.N., Zacharakis, A., 2003. 
Entrepreneurship Research in Emergence: Past Trends and Future Directions. Journal of 
Management, 29(3), pp. 285-308. 

• Chrisman, J. J., Chua, J. H., Sharma, P., 2003. Current trends and future directions in family business 
management studies: toward a theory of the family firm, ResearchGate, [online] Available at: < 
https://www.researchgate.net/profile/Pramodita_Sharma/publication/228642396_Current_trends_and_
future_directions_in_family_business_management_studies_Toward_a_theory_of_the_family_firm/li
nks/5423f64a0cf238c6ea6e8008.pdf> [Accessed 2 May 2020]. 

• Daniels, K., Lamond, D., Standen, P., 2001. Teleworking: Frameworks for Organizational Research. 
Journal of Management Studies, 38(8), pp. 1151-1185. 

• Dirican, C., 2015. The Impacts of Robotics, Artificial Intelligence On Business and Economics. 
Innovation and Entrepreneurship, Procedia - Social and Behavioral Sciences, 195, pp. 564-573. 

• Dheeriya, P.L., 2009. A Conceptual Framework for Describing Online Entrepreneurship. Journal of 
Small Business & Entrepreneurship, 22(3), pp. 275-283. 

• Eraso, A.B., Erro-Garcés, A., 2020. Teleworking in the Context of the Covid-19 Crisis. Sustainability, 
12, p. 3662. 

• Fernandes, N., 2020. Economic Effects of Coronavirus Outbreak (COVID-19) on the World 
Economy, SSRN, [online] Available at: < https://ssrn.com/abstract=3557504> [Accessed 2 May 
2020]. 

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

616



• Garg, P., Pahuja, S., 2020. Social Media: Concept, Role, Categories, Trends, Social Media and AI, 
Impact on Youth, Careers, Recommendations, Managing Social Media Practices in the Digital 
Economy. 

• Grover, V. 1999. From business reengineering to business process change management: a longitudinal 
study of trends and practices. IEEE Transactions on Engineering Management, 46(1), pp. 36-46. 

• Kuratko, D.F., 2005. The Emergence of Entrepreneurship Education: Development, Trends, and 
Challenges. Entrepreneurship Theory and Practice, 29(5), p.577-597. 

• Kuratko, D.F., 2003. Entrepreneurship education: emerging trends and challenges for the 21st century, 
[online] Available at: <http://www.unm.edu/~asalazar/Kauffman/Entrep_research/e_ed.pdf> 
[Accessed 22 June 2009]. 

• Lacity, M.C., Willcocks, L.P., Rottman, J.W., 2008. Global outsourcing of back office services: 
lessons, trends, and enduring challenges. Strategic Outsourcing: An International Journal, 1(1), pp. 
13-34. 

• Marlatt, G.A., Kristeller, J.L., 1999. Mindfulness and meditation. In W.R. Miller (Ed.), Integrating 
spirituality into treatment: Resources for practitioners, American Psychological Association, p. 67-84. 

• Meeker, 2019. Internet trends, [online] Available at:<shorturl.at/lwCV5> [Accessed 2 May 2020]. 
• Naeth-Siessegger L.C., 2020. How Global Is Your Business? A Business Globalization Index to 

Quantify a Business’ Globalization Degree. In Kryvinska N., Greguš M. (eds) Data-Centric Business 
and Applications. Lecture Notes on Data Engineering and Communications Technologies, 30. 

• Percepția directorilor generali din România, 2017. Sondajul anual PwC Global CEO Survey – Ediția a 
XX-a, [online] Available at: < 
https://www.pwc.ro/en/publications/ceo/pdf/ro/CEO%20Survey%202017%20Final.pdf> [Accessed 2 
May 2020]. 

• Rich, J.R., 2018. Ultimate Guide to YouTube for Business. De The Staff of Entrepreneur Media, Inc. 
• Rochester, J.H., Rochester, H., 1995. Advantages and disadvantages of outsourcing. IPCC 95 

Proceedings, USA, Smooth Sailing to the Future, Savannah, pp. 77-82. 
• Solomon, G.T., Fernald, L.W., 1991. Trends in Small Business Management and Entrepreneurship 

Education in the United States. Entrepreneurship Theory and Practice, 15(3), pp. 25-40. 
• Terán-Yépez, E., Marín-Carrillo, G.M., Casado-Belmonte, M. del P., Capobianco-Uriarte, M. de las 

M., 2019. Sustainable entrepreneurship: Review of its evolution and new trends. Journal of Cleaner 
Production, pp. 119742. 

• Vecchio, R.P., 2003. Entrepreneurship and leadership: common trends and common threads. Human 
Resource Management Review, 13(2), pp. 303-327. 

 
 

 
 

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

617



Barriers to the Implementation of the Quality Management System in 
Small and Medium-Sized Enterprises 

 
 

Alina Rodica Gal 
Cosmina Laura Raț 

Cristina Ionela Toadere 
“Babeș –Bolyai” University of Cluj-Napoca, Romania 

 
 

Abstract 
 

The study aims to highlight the barriers faced by small and medium enterprises (SMEs) in 
implementing the quality management system (QMS). For this purpose, we built the variable 
"Barriers in the implementation of QMS", composed of 13 primary variables. The statistical 
analysis was performed on a sample of 62 SMEs in the field of industrial production (micro-
enterprises were not considered), from Romania, which implemented this system in accordance 
with the requirements of the international standards ISO 9001: 2015. As research methods, we 
used a survey based on the questionnaire and the interview to identify the main difficulties in 
implementing QMS.  The results indicate that SMEs face many barriers in the implementation of 
QMS, which negatively affect both the effectiveness of quality management practices and 
organizational effectiveness.   
 
Key words: quality management, quality management system, barriers in QMS implementation, 
quality improvement 
J.E.L. classification: M13, M14, M20, M21 
 
 
1. Introduction 
 

Small and medium-sized enterprises (SMEs) have an essential role in modern economy, 
therefore their ability to survive, to stay competitive and to act so their results meet the highest 
standards of quality is extremely important, both micro-economically and macro-economically. For 
this purpose, they have to elaborate and implement effective strategies among which the strategy of 
improving quality has a major role.  

Regardless of their field of activity, SMEs are looking to gain competitive advantage by 
improving quality on a more and more competitive globalized market. The client-oriented policy 
has become a crucial factor to ensure competitiveness in an environment where the client’s needs 
and requests get various and bigger. 

In the field of quality improvement, getting results that meet high standards represents an 
important condition to ensure competitiveness. This is true not only for large enterprises, but also 
for SMEs, which are, in most of the cases, goods and services providers for the first ones. In this 
context, total quality management (TQM) is considered to be a valuable tool for permanent quality 
improvement. 

In the current economic context, outlined by an extremely competitive and dynamic global 
market, SMEs are in search of tools which give them the opportunity to be successful on the 
market. Among these tools, TQM facilitates the improvement of their internal processes and the 
quality of their products and services which leads to significant improvement of the clients’ 
satisfaction and loyalty, causing considerable effects in increasing the sales. (Garengo, 2009; 
Ghobadian, Gallear, 1998). 

At the same time, implementing and certifying in SMEs the quality management system (QMS) 
on the basis of ISO 9001 international standards, along with the criteria for excellency embodied in 
the Deming, M. Baldrige, EFQM prizes for quality, and with J.Juran prize starting with the year 
2000 (http://www.fundatia-juran.ro), make possibile the differentiation of the competitors, which 

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

618

http://www.fundatia-juran.ro/


facilitates their success in their field. Compared to large enterprises, SMEs have adopted a slower 
pace for implementing a QMS, according with TQM, on the basis of ISO 9001: 2015 international 
standards published in Romania as SR EN ISO 9001:2015. 

Beginning with the peculiarities of SMEs, the scholarly literature points out a series of effective 
and efficient strategies to improve quality at all the levels of an enterprise. They all start with the 
idea of orienting the enterprise towards satisfying the clients’ needs and expectations, which gives 
them a competitive advantage. The most common among these are: leadership;  working in teams 
to more effectively solve the quality problems; the employers’ innovations; the implementation of 
ISO 9000 international standards on the basis of the TQM principles. (Ghobadian, și Gallear, 1996, 
Quazi and Jacobs, 2004; Olaru, 2004; Oakland, 2004; Ilies, Crisan, 2011; Psomas,  Kafetzopoulos, 
Fotopoulos. 2013). 

As a philosophy of continuous improvement, TQM has become an essential instrument to 
ensure competitiveness, a crucial request for all SMEs, regardless of their sector of activity. 

Implementing a QMS on the basis of  ISO 9001:2015 standards in SMEs helps the managers to 
understand and apply the requests of the improvement process in their activity.   

 
2. Literature review 
 

In the last decades, regardless of their size, enterprises have been confronting decisive changes 
dictated by the consumers’ growing awareness of quality, cost, product design, other functional 
parameters of the product, the outbreak of technology, the globalization of businesses etc. As a 
consequence, the majority of the challenges faced by SMEs are: quality improvement; assimilation 
of new products; efficiency; competitiveness; cost; on time delivery. (Garengo, 2009). 

Considering the opinion of more authors, within any organization, including SMEs , the effects 
of successfully implementing TQM principles are: quality improvement of processes, products and 
services; improvement of the employees’ involvement; productivity rise; focus on satisfying the 
clients, employees and other stakeholders’ needs and expectations; promoting teamwork; 
improving the clients’ satisfaction and loyalty; improving competitiveness; focus on the process; 
promoting organizational values among which quality improvement is a crucial element; 
developing staff’s potential by implementing effective training programs; creating and developing 
active partnerships with the main stakeholders; empowering all the employees to take decisions and 
approach job related issues. (Powell, 1995; Ghobadian et al., 1998; Tricker, 1999; Prajogo și 
McDermott, 2005; Ilies, Crisan, 2011; Zimon, Gajewska, 2017). 

The major barriers SMEs have been confronting in order to implement TQM are: 
•  managers’ lack of competences and experience; 
•  weight on short term objectives; 
•  lack of technical command in the field of quality management; 
•  limited financial resources; 
•  lack of basic infrastructure to support the implementation of TQM; 
•  insufficient qualified personnel (Abusa & Gibson, 2013; Crisan, Ilies, 2011).  
To successfully implement TQM in SMEs, the leadership commitment, the employees’ 

empowerment and involvement , staying close to the client, being flexible, as well as radically 
changing the organizational culture at times are considered to be pivotal factors. (Powell 1995; 
Zairi, 2013). 

Even though SMEs represent an important part of the economy of each country, many of them 
have problems with the successful implementation of the best practices of TQM because of the: 

•  lack of employees’ involvement and actual participation to the efforts of improving quality; 
•  lack of managerial commitment and motivation; 
•  quality not being perceived as a major priority; 
•  the traditional conception that quality has a price; 
•  lack of effective cooperation between providers and distributors; 
•  not involving the clients in the improving quality processes. (Djerdjour and Patel, 2000). 
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This is why the successful implementation of TQM requires a cultural transformation that 
would assure: the involvement of all employees at any organizational level, a good work team spirit 
for all employees, increasing the employees’ decision power, envolving the clients in the quality 
improvement programs. 

With regard to the TQM implementation, there are studies showing that SMEs can adopt TQM 
as efficiently and effectively as larger enterprises, putting a stress on using proper instruments for 
the continuous quality improvement,  teaching, training and benchmarking. (Ahire and Golhar, 
1996). At the same time, there are researchers who identify a series of barriers to an effective 
applying of TQM. Many of them refer to the organizational culture and some of its components: 
leadership, general management, quality, finance and training. (Schneider et al., 2013).  

As TQM puts an emphasis on client orientation, teamwork, continuous quality improvement 
and systematic process administration,  TQM practices can support managers to administrate more 
effectively and efficiently their organizations with the purpose to improve operational 
performances and to achieve high quality standards during the production process. (Oakland and 
Porter, 1996),). Even though the concept of TQM has risen many debates, there are few researchers 
in the scholarly literature who approached the issue of its implementation in SMEs in the last two 
decades. Still, there are surveys sustaining the idea that TQM could be successfully implemented in 
SMEs. (Ghobadian & Gallear, 1996; Quazi & Padibjo, 1998; Temtime & Solomon, 2002;   
Psomas,  Kafetzopoulos, Fotopoulos. 2013).  

Simultaneously, there is evidence which highlights the negative impact of TQM on the 
performances of an SME. (Ilies and Crisan, 2011; Prajogo, 2011).   

Many researchers have pointed out the fact that TQM can help SMEs in being more efficient, 
effective and market-oriented. (Ahire și Golhar; 1996; Bayati & Taghavi, 2007; Temtime & 
Solomon,2002). Deming (1986) considers that the application of TQM ensures: 

•  qualitatively improved products and services; 
•  low costs; 
•  satisfied clients and employees; 
•  improved financial performance. (Temtime & Solomon, 2002).  
Assumed to be applied in larger organizations, TQM bears some problems when applied in 

SMEs if we are to take into consideration the complications arised by approaching its strategic 
dimension.  The new version of Noua ISO 9001: 2015 standards merges better the requests of 
implementing QMS on the basis of ISO 9001 for the improvement of cooperation in the logistic 
chain and of the leadership commitment. (Ghobadian & Gallear, 1996; Psomas,  Kafetzopoulos, 
Fotopoulos. 2013). 

Managers are not interested to share their vision of implementing TQM with the employees and 
to set objectives to adequately and realistically improve quality and performance indicators.  

There is a series of authors who believe that TQM in SME is inadequate, as it can be 
successfully applied only in larger enterprises. As for SMEs, they support the idea that there is a bit 
of confusion regarding the basic concepts and its success factors, based on the following opinions:  

•  TQM implementing and putting into practice requires an excessive amount of time and other 
resources; 
•  there is too much focus on processes and non-financial aspects of the performance, which 
might imply that it doesn’t adequately define quality as an organizational goal; 
•  there are problems in adapting HR practices to TQM principles; 
•  TQM implementation is not suitable for the  SMEs features. (Ghobadian & Gallear, 1996). 
Those who are in favor of the adequateness of TQM implementation in SMEs appeal to the idea 

that in most of the cases, TQM implementation is based on the context and experience of larger 
enterprises. (Yusof și Aspinwall, 2000). 

Even though the literature identifies a large range of TQM practices considered to be effective, 
one has to take into consideration that in this field there is no consensus over one well-defined set 
of practices. This is due to the characteristics of the SMEs, the company’s field and the market.  To 
conclude, we can acknowledge that the practices of TQM are very different, not only in the 
production sectors, but also within the same sector. 
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 3. Research methodology 
  

The empiric study was performed over a sample of 51 SMEs belonging to the production sector, 
excluding micro-enterprises, SMEs which implemented QMSs based on the international standards 
ISO 9001:2015, but of which only 8 (15,68%) are certified. The purpose of this study was to 
identify the main barriers in implementing and putting into practice QMS with the purpose to 
improve its effectiveness. The employed research tools were the questionnaire and the semi-
structured interview. For credibility and quality of information, we addressed the personnel in 
charge of quality management in these SMEs, who have the training and the accountability for 
effectively putting into practice and maintaining QMS according to the standards. The main source 
of our data is represented by the answers offered by the interviewees to the 16 questions of the 
questionnaire and semi-structured interview, organized with 14 persons.  The questions from the 
questionnaire have been measured according to a Likert scale from 1 to 5 (1- total disagreement; 5-
total agreement). For this survey, we have employed the “Barriers to implementing QMS” 
indicator, represented by the aggregate variable “Br.QMS”, which comprises 16 adequate items to 
the purpose of the study. At the end of the reliability test, 3 items have been eliminated and we 
have obtained an aggregate variable having a 0,834 Alpha Cronbach coefficient, which expresses a 
good internal consistency.  For data processing, analysis and interpretation we have used 
descriptive statistics indicators and correlation analysis for linear regression.  

 
4. Barriers to implementing and putting into practice a QMS 
 

With the purpose of identifying the main barriers to implementing and putting into practice a 
QMS, variable Br.QMS has been created. It is relevant due to its internal coherence, with a 
Cronbach's Alpha coefficient 0.803. The structure of the variable is presented in figure 1. 
 

Figure no.1. The structure of the variable „Barriers to implement QMS” 
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Source: Authors’ contribution 
 
 Based on the data from tabel 1, the mean variable „Br.QMS”  is 4,006, for a standard deviation 

of 0,317 and a standard error of 0,032, which shows a that our mean variable is quite close to its 
real value considering the total population. Therefore, the real mean value is somewhere between 
3,942 ( 4,006 – 0,064) and 4,070 (4,006 + 0,064). The variation coefficient (cv)  0,0822404 shows 
that the statistic population on which this variable has been determined has a good level of 
homogeneity. 
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Table no. 1. tabstat Br_impl_QMS , statistics( mean count sd semean cv) 
--------------------------------------------------------------------------------------------- 
          variable |         mean             N            sd           se(mean)          cv 
-------------+------------------------------------------------------------------------------ 
          Br.QMS |     4.006021         93      .3173091     .0329034       .079208 
-------------------------------------------------------------------------------------------- 

Source: Authors’ contribution 
 

According to our respondents, the barriers encountered to implementing and developing QMS 
in line with ISO 9001 are:   

•  focusing more attention on main, routine activities such as production, sales, marketing, etc. 
and less on activities that ensure systems and processes improvement,C8, (4,2151); 
•  lack of short-term benefits, C11, (4,1613); 
•  insufficient knowledge in quality management and application of ISO 9001 requirements,C7, 
(4,1183); 
•  compliance with the main stakeholders’ requirements, C2, (4,1075); 
•  insufficient knowledge at an adequate technical level about quality management, C4, 
(4,0323); 
•  the fact that the client satisfaction based on quality improvement doesn’t have the expected 
results, C9, (4,0000); 
•  high costs for implementation and maintenance of QMS putting into practice, C10, (3,9892); 
•  lack of specific expertise to implement and put into practice a QMS, C3, (3,9570); 
•  resistance to change, C12, (3,8925);   
•  more focus on documents, less focus on results, C6, (3,8564);   
•  difficulty in getting the employees involved and keeping up their morale, C13, (3,8495); 
•  lack of strong commitment of the top management, C5, (3,8187);  
•  constrains in providing human and financial resources, C1, (3,8065).  (Annex.1.1) 

Moreover, the interview proved the existence of these barriers and it also proved difficulties in 
adapting  QMS to ISO 9001:2015 requirements. Besides, it showed that 42,85% of the respondents 
consider that the general nature of some of the ISO 9001:2015 requirements cause difficulties to 
adapt it to the SMEs peculiarities; 35,71% of the respondents invoke resistance to change; 28,57% 
of the respondents invoke difficulties to maintain the employees’ morale; 14,28% of the 
respondents accuse the lack of experience in approaching formalized systems.  

With reference to QMS implementation, maintenance and certification costs, on the basis of 
ISO 9001:2015, 64,28% of the respondents complain not only about high costs, but also about the 
existence of some unprofessional consultancy services in this field. Furthermore, 71,42% of the 
respondents show little interest in the initiatives of the enterprise management , for periodical 
determination and analysis of quality costs, and 42,85% denounce the lack of experience in quality 
internal audit.   

To sum up, the interviewees say that the most invoked barriers to comply with the ISO 
9001:2015 norms and to introduce new processes and procedures in SMEs  according to the QMS 
requirements based on ISO 9001:2015 are: 

focusing attention on main, routine activities such as production, sales, marketing, etc. and not 
on activities that ensure systems and processes improvement;  

•  focusing more on documents; 
•  the managers’ and employees’ lack of commitment;  
•  lack of trust of having potential benefits after implementing a QMS; 
•  lack of specific expertise to implement and put into practice a QMS;  
•  insufficient knowledge in quality management and application of standards; 
•  compliance to all the stakeholders’ requirements and lack of experience in quality internal 
audit; 
•  relatively high costs of implementation and putting into practice.   
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Statistic relationships between the aggregate variable Br.QMS and the compounding variables 
In order to establish to what extent the primary variables for Br.QMS significantly correlate among 
them and with the aggregate variable, we make use of the results from Table 2 and the correlation 
coefficients obtained on the basis of an econometric STATA model.   
According to Evans (1996), correlation, as association static relationship among variables, implies 
the following intervals for the absolute value of „r” correlation coefficient: 0,00-0,19 (very weak); 
0,20-0,39 (weak); 0,40-0,59 (moderate); 0,60-0,79 (strong); 0;80-1.00 (very strong).  
Excepting the regression coefficients of the variables considered in pairs C6-C8 (0,2508); C9-C11 
(0,2785); C9-C12 (0,2203), all the other coefficients are higher than 0,30, which is a proof of the 
fact that there are positive and significant correlations for all the other pairs of variables.  

Therefore, we can opine that the correlation/association static relationships of the  aggregate 
variable Br.QMS are significant, positive and:   

•  very strong with the variables: the customers’ satisfaction based on quality improvement 
doesn’t have the expected results (C9); the lack of specific expertise to implement and put into 
practice a QMS, (C3); insufficient knowledge at an adequate technical level about quality 
management, (C4); lack of strong commitment of the top management, (C5); more focus on 
documents, less focus on results, (C6), (the coefficients are ranged between 0,8242 and 0,9423); 
•  strong with the variables: compliance with the main stakeholders’ requirements, (C2); lack of 
short-term benefits, (C11); resistance to change, (C12), (the coefficients are between 0,6352 and 
0,7889);  
•  moderate (acceptable) with the variables: difficulty in getting the employees involved and 
keeping their morale, C13, (3,8495); focusing attention on main, routine activities such as 
production, sales, marketing, etc. and not on activities that ensure systems and processes 
improvement, (C8); constrains in providing human and financial resources, C1; (the coefficients 
are between 0,3178 and 0,4789). (Table 2).  
One of the reasons of this failure of the implementation and putting into practice a QMS, 

underlined by numerous respondents, refers to the fact that SMEs mostly appeal to consultancy 
services, which are highly costly, therefore a QMS focuses more on conformity and less on 
customer’s satisfaction, an essential premise for the success of the enterprise and for keeping the 
certification. Under these circumstances, a QMS doesn’t sufficiently facilitate the relationship with 
quality performance. The lack of knowledge in the field is another reason, knowing that many 
SMEs don’t have a well-trained manager/a person in charge who puts a stress on adequate and 
efficient managerial practices  meant to improve quality.  

With reference to the lack of specific expertise in quality management and application of ISO 
9001 standard, it can be mostly ensured by a specific and professional training that would 
determine an increase of motivation and an effective involvement of all the employees in searching 
the solution to quality. At the same time, responsibilities of those involved in the process of quality 
improvement should be established and shared out.  

Besides this, we have to add the lack of formalized strategies and policies that have clearly 
defined objectives, especially in small enterprises (with less than 50 employees). Referring to the 
quality management training, it has been done mostly by self-development. According to our study, 
57,14% of the respondents declared that the training had been done with the purpose to obtain the 
“quality manager” and “quality auditor” certificates, without showing interest towards this after 
that.  

 
 4. Conclusions 

 
In order to eliminate or even eradicate the problems generated by the barriers in implementing 

and putting into practice a QMS in the SMEs from our survey, the management of the enterprise 
has to take into account the following aspects:   

•  clearly defining on long term the QMS objectives and requirements, on the grounds of ISO 
9001:2015, in order to improve customers’ satisfaction; 
•  establishing the roles and responsibilities for all the me mbers of the organization; 
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•  promoting a strong commitment to compliance with the QMS requirements at all 
organizational levels;  
•  ensuring leadership competencies to communicate and share with the employees and 
stakeholders the issues of QMS effectiveness improvement;  
•  adequately promoting a quality culture, that would sustain the implementation, putting into 
practice and maintenance effectiveness of a QMS; 
•  process-oriented approach for the QMS implementation, from a perspective that would take 
into consideration the needed resources, SMEs features and expected results.   
The solution to all these problems requires firstly the awareness of the top management and 

other employees about the importance of QMS effective performance on the basis of ISO 
9001:2015 requirements and carrying out the necessary organizational changes to achieve the 
objectives, the changing of the leadership style and behavior being included.  
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Abstract 
 

The empirical study addresses an important topic, namely the importance and motivations of 
QMS implementation in SMEs, based on the new edition of the international standard ISO 9001: 
2015, and starting from the reality that in 2018 the share of SMEs that have implemented and 
certified QMS according to ISO 9001, also considering the ISO 9001 version the 2008 edition, is 
below 30%, and those that have implemented and certified the new 2015 edition have a share 
below 10%. Thus our study is based on a sample of 93 enterprises that have implemented the new 
standard. Regarding the certification of SMEs, we believe that obtaining the certificate by meeting 
its criteria is not enough considering that it determines more the direction to follow, the future 
evolution of the SMC, which is why its requirements can be considered as minimum criteria to be 
met for certification, not an end goal. 

 
Key words: implementation, quality standards, motivations for QMS implementation, quality 
management, quality certification 
J.E.L. classification: M13, M14, M20, M21. 
 
 
1. Introduction 
 

Quality Management System (QMS) is considered a tool of changing in enterprises, which is 
why the strategy of improving quality should be included in all fields of the activity of an 
enterprise. It should also be extended to all organizational levels, so as to include activities from 
observing and analysing the market to delivery and services to customers. QMS are directed 
through processes like: specialising responsibilities at a structural level; providing information 
systems that would allow employees to acknowledge their task to achieve the goals; facilitating the 
achievement of quality objectives through action plans and projects; checking through establishing 
reference points, standards and feedback. 

As compared to large enterprises, SMEs (Small and Medium-sized Enterprises) have adopted 
TQM later, having been reluctant about QMS implementation due to the SMEs managers’ lack of 
expertise and skills in the quality field. This also causes a poor business strategic planning and a 
reduced effectiveness and efficiency of human resources managerial practices, which amplifies the 
problems of QMS implementation. (Temtime, Solomon, 2002; Ilies, 2003, Olaru, 2004). 
Taking the responsibility of carrying out the quality objectives in SMEs is done by the top 
management. In order for them to be put into practice, they should be divided into specific 
objectives for each function, process activity. (Tricker,1999). In this way, the undertaken plans and 
actions can be effectively implemented and achieved. Successfully implementing a QMS on the 
basis of 9001:2015 stands as a strategic decision for any organisation.  

To identify the problems to solve or the opportunities related to the effective quality objectives 
achievement imposes to determine the key factors and activities that will influence upon quality 
strategies implementation and putting into practice. As the number of processes and activities in a 
regular enterprise is very large, it is very difficult to comprise them in the elaboration of the quality 
improvement programs. Therefore, all the relevant processes and activities that contribute to 
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quality improvement should be analysed and assessed in relation with their influence upon the 
satisfaction of internal and external customers. After that, the necessary measurements should be 
delineated. (Temtime, Solomon, 2002 ) 

Identifying the successful key factors has to assure: establishing relevant indicators for quality 
improvement (e.g. reducing the order cycle, zero defects); identifying and putting into action the 
cost-cutting opportunities or productivity improvement; ensuring quality on the market, as 
competitiveness factors. 

 
2. Literature review 
 

QMS represents a managerial instrument by which the company directs and controls the 
activities (directly or indirectly) linked to achieving the quality improvement objectives. This is to 
be done through: ensuring an adequate structure;  planning;  efficient use of resources; documented 
information aiming to satisfy the clients’ and other stakeholders’ requirements. (ISO 9001:2000). 
The ISO 9001:2000 (SR EN ISO 9000:2006) standard points out QMS is not a distinct structure 
within an organization, but it is a working structure integrated in the managerial system of an 
organization and that its purpose, according to the quality objectives, is to obtain results in order to 
satisfy the clients’ and stakeholders’ requirements and meet their expectations. American Society 
for Quality (ASQ) defines QMS through: interrelated processes; adequate procedures and resources 
for the system implementation, maintenance and for continuous quality improvement. (Ciurea, 
Drăgulescu, 1995;  Oakland, Porter, 1996). 

In SMEs, a QMS assures the targeting and control of activities directly or indirectly related to 
achieving the expected results. Generally, it comprises the organizational structure, planning, 
processes, resources and documented information employed to achieve the quality objectives (such 
as satisfying the clients’ and relevant stakeholders’ requirements). It also refers to enhancing the 
QMS effectiveness, which involves improving the quality of interrelated processes and the product 
and service quality. It specifies the requirements for good managerial practices with the purpose of 
obtaining quality, without mentioning a particular product or service. (Garengo, 2009). Therewith, 
it shows the way the company is functioning, directing and controlling the directly or indirectly 
related activities to the achievement of the expected results. Broadly, it refers to the organizational 
structure together with planning, processes, resources and documented information employed to 
achieve the quality objectives (QMS effectiveness improvement, quality improvement of processes, 
products and services). It has to put a stress on prevention and not on repairing or remaking. 
Quality should be built at any level, any stage, starting with the design, continuing with the 
procurement, production, marketing, delivery, ending with the management system that would 
ensure the conformity of the product with the specifications. The objective is to consistently 
produce an output that fits the purpose. (Ghobadian, Gallear,1998; Ilies, Crisan, 2011; Olaru, 2004; 
Oakland, 2004; Prajogo, 2011; Psomas,  Kafetzopoulos, Fotopoulos. 2013). 

An effective QMS establishes, implements, maintains and continuously improves the processes 
and the interractions among them, according to the ISO 9001 international standards. The effective 
functionality of a QMS is an prerequisite for an effective quality improvement, within a holistic 
approach at the level of the entire organization. The ISO 9001 standard doesn’t compel the 
organization to undertake certain operations as it is a voluntary instrument, recognized and applied 
world-widely by various organizations, irrespective of their field. According to ISO 9001, QMS 
contains a series of defining elements, such as: processes, resources, responsibilities, procedures, 
organizational structures and proves about the attained results. (Pitic, 2011; Lewis, Pun, Lalla. 
2006.).  

The majority of the organizations confront a number of challenges when they develop a QMS. 
In SMEs, these challenges are potentially more difficult considering the answers they can offer due 
to:  

•  minimal available resources;  
•  QMS implementation, putting into practice,  maintenance costs;  
•  difficulties in understanding the concepts: process orientation, context, based on risk thinking, 
organizational knowledge, etc;  
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• difficulties of putting into practice a QMS. (Psomas,  Kafetzopoulos, Fotopoulos. 2013; 
Prajogo, 2011). 
The QMS implementation and putting into practice in SMEs shouldn’t generate excessive 

paperwork, lack of flexibility or financial problems. The expenditure related to QMS 
implementation and putting into practice should be seen as an investment that can offer advantages 
in the form of benefits or certain types of improvement.  

 
3. Research methodology 
 

The purpose of this study is to empirically validate the conceptual structure of QMS on the basis 
of the ISO 9001:2015 international standards (adopted in Romania as SR EN 9001:2015) in SMEs 
from industrial production and to determine the critical success factors having a significant impact 
on effectiveness. The survey is based on a structured questionnaire addressed to 93 SMEs and the 
interviewees are the managers/people in charge with quality management or the general managers. 
The analysis of QMS implementation is focused on the chapters from 9001:2015 standards that 
mainly focus on quality improvement, customer satisfaction, preventing non-conformances by 
taking into account critical factors such as: internal and external motivation, the features of SMEs 
and their influence upon the effectiveness of QMS implementing and putting into practice.  

 
4. The analysis of QMS motivations and implementation in SMEs  
 

The QMS of a company encompasses a set of interconnected elements (policies, objectives, 
processes) founded on ISO 9000 standards family, elaborated by the International Standardization 
Organization (ISO) which incorporates the majority of national standardization organizations. 
ASRO is a part of it, and also of other international standardization organizations (IEC, EN, 
CENELEC and ETSI). (http://www.asro.ro).  

The QMS based on ISO 9001 standards do not focus on products and services, but focus on the 
processes they create. The applied standards are generic as they can be employed in industry, 
construction, services or any enterprise, irrespective of its size or field.  

In order to ensure the effective implementation and putting into practice a QMS, enterprises 
must have an adequate communication system as well as an appropriate level of the employees’ 
empowerment. At the same time, the quality improvement strategy should involve all the 
departments, teams and individuals to deal with the quality issues and to prescribe recommendation 
for improvement.   

Irrespective of the type of approach, a QMS focuses more on the process improvement than the 
creation and reinforcement of a quality culture,  based on teamwork, which is to be rewarded  
according to the degree of achievement of the objectives and quality standards.  

For the analysis of QMS implementation in SMEs, on the basis of ISO 9001:2015, according to 
the respondents to our questionnaire, we developed the Rol.QMS variable, which adds up to 10 
primary variables. (fig. 1). After having performed the reliability analysis, it came out that the 
Rol.QMS variable has been designed according to a relevant structure of items, having a good 
internal coherence (Cronbach's Alpha = 0,821).  The items  and the primary variables that form the 
Rol.QMS variable, as well as the statistic indicators are presented in fig 1. 
 

Table no.1.  Tabstat Rol.QMS, statistics( mean count mean sd semean cv ) 
----------------------------------------------------------------------------------------- 
       variable |      mean         N      mean           sd         se(mean)      cv 
-------------+-------------------------------------------------------------------------- 
     Rol.QMS |  3.931183      93   3.931183  .2666126  .0276464  .0678199 
------------------------------------------------------------------------------------------ 

Source: Authors’ contribution 
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Out from the data from table 1 it becomes obvious that the mean Rol.QMS  variable is 3,931, 
with a mean deviation of 0,266 and a standard error of 0,027. These numbers show  that the mean 
value is considerably close to the its real value as compared to the total population. Therefore, most 
probably, the real value is comprised between 3,877 ( 3,931 – 0,054) and 3,985 (3,931 + 0,054). 
The variation coefficient (cv), 0,067 shows that the variable is normally distributed, meaning that 
the statistic population on which the variable has been determined presents a fine homogeneity.  

 
Figure no.1. The role of QMS in SMEs 
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The respondents to the questionnaire highlighted the fact that the importance of implementing 

the QMS in the enterprises of our survey consists of:  
•  understanding the internal and external clients’ requirements, MC3, (4,0538); 
•  continuous quality improvement, MC9, (4,0215); 
•  solving the quality problems in teams and individually, MC10, (4.000) 
•  effective employees’ involvement in implementing and putting into action a QMS, MC8, 
(3,9785); 
•  effective top management involvement in implementing and putting into action a QMS MC1, 
(3,9462); 
•  effective involvement of all employees in solving the quality problems, MC5, (3,9355); 
•  training the managers, at all levels, in quality management, MC2, (3,9251); 
•  using certain relevant indicators to asses quality and customer satisfaction, MC6, (3,8602); 
•  improvement of quality strategic planning, MC7, (3,8387); 
• using the statistic instruments and methods to identify and analyze quality problems and  and  
control the processes, MC4, (3,7419) (fig. 1).  
As we can see from fig. 1, according to the respondents, the most important QMS aspects  

which define its role in the organization refer to: continuous quality improvement; understanding 
the internal and external clients’ requirements; solving the quality problems in teams and 
individually; effective top management involvement; effective training of the managers at all 
levels, in quality management. 

We opine that there is a good opportunity for SMEs to implement QMS on the basis of ISO 
9001:2015 standards, considering its flexibility and the lack of obligation to elaborate the quality 
manual. Additionally, the SMEs could give up all the conformance requirements which are not 
adequate for their good functioning.  

 
5. The motivations of implementing QMS  
 

Many specialists assert that the benefits ISO 9001 implementation shouldn’t be determined only 
by the attractiveness of the standard, but mostly by the motivations that form the foundation of the 
decision to adopt the standard which has a positive impact upon the results. (Prajogo, 2011)  It is a 
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well known fact that the enterprises which have as motivation the certification for ensuring 
efficiency and product/services quality improvement can obtain higher benefits by increasing QMS 
effectiveness. (Feng, Terziovski and Samson, 2008). Nonetheless, in many circumstances, the ISO 
9001 standards are implemented under the pressure of certain external factors pertaining to market 
partners. This means that many enterprises implement and certify a QMS on the basis of ISO 9001 
because of some external motivations, such as the market pressure (from the clients and 
competition) or the use the certificate as a marketing tool. (Martínez-Costa, Martínez-Lorente, 
Choi, 2008). Despite this, the lack of internal motivation can affect the impact of ISO 9001:2015 
upon the performance of the company (Rybski, Jochem, Homma, 2017). 

Taking into account these facts, we have to highlight the idea that there are more and more 
specialists in favor of the necessity of taking into consideration both the internal and external 
motivations as a premise of assuring the  QMS implementing and putting into action effectiveness,  
based on ISO 9001.(Terziovski, 2010; Psomas, Fotopoulos and Kafetzopoulos, 2013).     

The most important reasons for an enterprise to implement a QMS, regardless of its size, are:  
•  satisfying the client needs: it is the basic premise for a company to survive on the market and 
to ensure its competitive advantage. All the employees, irrespective of their position, have to act 
so to provide products/services according to the customers’ needs. Along with the external 
clients’ satisfaction, the company has to assure the internal clients’ satisfaction, namely the 
employees’ satisfaction, through an effective motivation system and an effective 
communication, which are critical factors for quality improvement; 
•  professionalism in satisfying the client needs: all the employees have to get involved in the 
processes and activities that assure products and services that meet high standards, according to 
the clients requirements. Being professional inflicts the use of the most adequate and effective 
methods and practices to improve quality; 
• market competitiveness: it enforces enterprises to focus on strong market and client 
orientation, to operate at the same standards of the competitors, not only in product quality 
issues, but also in services to the client. The purpose is to ensure a competitive advantage, 
which asks for adequate strategies, policies and procedures elaboration and application, and for 
a functional and effective QMS implementation; 
•  ensuring profitability: it is not possible to talk about competitiveness on the market without 
assuring profitability, which implies the achievement of an acceptable profit rate; 
•  responsibility to community: any enterprise that wants a short and medium term success has 
to prove its ability to constantly provide quality products and services, which shows its 
responsibility to consumers and users, active members of community. (Juran, 1999; Ilies, 2003; 
Olaru, 2004;  Briscoe,  Fawcett, Todd, 2005) 

 
Figure no. 2.  The structure of the Motiv.QMS variable 
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To analyze the motivations of QMS implementing on the basis of ISO 9001 in SMEs, according 
to the respondents, the variable Motiv.QMS has been produced. After having performed the 
reliability analysis, it came out that the Rol.QMS variable has been designed according to a relevant 
structure of items, having a a good internal coherence (Cronbach's Alpha = 0,764). The items  and 
the primary variables that form the Rol.QMS variable, as well as the statistic indicators are 
presented in fig. 2.  

Out from the data from table 2 it becomes obvious that the mean Motiv.QMS  variable is 3,979, 
with a mean deviation of 0,327 and a standard error of 0,033. These numbers show  that the mean 
value is considerably close to its real value as compared to the total population. Therefore, most 
probably, the real value is comprised between 3,913 (3,979 – 0,066) and 4,045 (3,979 + 0,066). 
The variation coefficient (cv), 0,0822404 shows that the variable is normally distributed, meaning 
that the statistic population on which the variable has been determined presents a fine homogeneity.  
 

Table no. 2. tabstat Motiv_QMS, statistics( mean count sd semean cv) 
-------------------------------------------------------------------------------- 
        variable |      mean           N            sd          se(mean)      cv 
-------------+----------------------------------------------------------------- 
 Motiv_QMS |  3.979462        93     .3272725  .0339366    .0822404 
--------------------------------------------------------------------------------- 

Source: Authors’ contribution 
 

The motivations of QMS implementing on the basis of ISO 9001, according to the respondents, 
refer to:  

•  effective administration  of the quality  problems, MC18, (4,096);  
•  the warranty of the company’s capability to provide products and services according to the 
clients’ quality requirements, MC14,  (4,1075); 
• the awareness of the entire body of personnel about the importance of conforming to the 
quality requirements, MC17, (3,935); 
•  ensuring market competitiveness through quality, MC16, (4,0645); 
•  improving the image/reputation of the enterprise, MC20, (3,971); 
•  increasing the customer trust, MC19, (4,118);  
• the existence of an internal communication system, which would provide the necessary 
information about the stakeholders’ requirements regarding the policies and quality programs,  
MC11, (3,9462);  
•  proving the management commitment and initiatives to improve quality, MC21, (3.9887); 
• compatibility with other standardized management systems with the purpose of integrate 
them in effective management systems (e.g. quality, environment, health integrated 
management system, MC15, (3,7121); 
•  facilitating to meet the clients’ and providers’ requests in the logistic chain, MC12, (3,8602); 
•  aligning to the international practices in quality management, MC13, (3,8280). 
According to their importance, the main motivations determined both by internal and external 

factors in QMS implementing (based on ISO 9001) are: effective administration  of the quality  
problems; the warranty of the company’s capability to provide products and services according to 
the clients’ quality requirements; the awareness of the entire body of personnel about the 
importance of conforming to the quality requirements; ensuring market competitiveness through 
quality; improving the image/reputation of the enterprise; increasing the customer trust; the 
existence of an internal communication system, which would provide the necessary information 
about the stakeholders’ requirements regarding the policies and quality programs.  

 
6. Conclusions  

 
The study proves the necessity and opportunity of QMS implementation in SMEs, as an 

important factor to achieve continuous quality by integrating all the functions and processes within 
a company which facilitates: 
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•  the involvement of the company’s management in the improving process, as a basic strategic 
objective;  
•  changes in the organizational culture by implementing a philosophy which confirms this 
direction and encourages the involvement of all employees as internal clients, as a requirement 
for the ethics of continuous improvements; 
•  introducing the mechanisms of change through training, communication, recognizing the 
results, the managers’ behaviour, working in teams and programs to satisfy the clients’ 
expectations;  
•  the managers’ making use of the quality instruments and encouraging communication and 
feedback to ensure a stimulating environment  for quality improvement; defining the mission, 
elaborating the quality strategy and stating the quality policy in order to achieve the quality 
strategic objectives; stimulating, training and updating the personnel; determining the quality 
costs as a non-quality measure, which means to not satisfy the clients needs and requirements. 
(Oakland, Porter 1996;  Ilies, 2003; Olaru, 1999). 
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Abstract 
 
     We are witnessing a disturbance in the management of organizations in the context of the 
present pandemic, a condition that produces many transformations, which instigates acceptance in 
order to ensure a favorable evolution. 
     A state of helplessness puts to the test the organizational structures that lose speed in the 
entrepreneurial dynamics of quality management. We participate in a real phenomenon of 
diversification of the forms of social reorganization of the built organizations, aiming at changing 
the personality or the individual attitudes of the staff which is much more difficult to achieve. 
     From the perspective of approaching the gravitational center of educational organizations, the 
study generates impulses to ensure at least a theoretical foundation capable of highlighting the 
most valuable element, human resources. Using methodologies such as analysis, comparison and 
interpretation of globally observed data, the study examines the benefits of suggestions and models 
for changing mindsets, practices and organizational structures. 
 
Key words: the gravitational center of organizations, organizational adaptation, form of balance, 
metaphorical approach, optimal socio-professional attitude 
J.E.L. classification: I2, J5, M5 
 
 
1.  Introduction 
 
    The driving force of contemporary society, education, has a major role in the evolution. The 
identification  of the problems of the management of the educational organizations in Romania in 
the current context, taking into account the human requirements aims to offer quickly some 
directions to the change management that can find answers to the problems of the future society. 
The fact that change designates progress is a certainty. Being an intentional and systematic action 
in order to produce changes from a cognitive, affective and shareholder point of view, the 
predominantly qualitative dimension must be highlighted. 
    Specialized national institutions as well as international professional organizations have 
concluded that starting with the second half of the twentieth century 3 characteristic types of 
educational reforms can be identified. 
    From government initiatives, in the '70s, reforms were carried out that focused on improving 
school performance, aiming at the quality of the educational act. The aim was to optimize the 
teaching-learning-research process and therefore, those targeted were students and teachers. 
    The issue of educational reforms was approached in the '90s from a different perspective, that of 
the relationship between society and education, taking into account the public expectations of 
schools. Thus, the quality in education was brought to the forefront, aiming at an improvement of 
both the educational structures and practices. 
    The next wave of educational reforms emerged at the beginning of the 21st century, when the 
education quality consisted in highlighting the responsibility to meet the future needs of the 
individual who will develop in an era of globalization and computerization.  
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    Inside the European Community's concerns is quality assurance, seen as an essential and 
necessary component of all areas of activity. The concept of quality was introduced in 1993 but the 
European Commission considers that it is not possible to speak of a European quality standard, 
being appreciated differently, depending on the area. 
    Analyzing the documents of the UNESCO General Conference, some characteristics of the 
quality concept of education can be revealed, such as: emphasizing the values of solidarity and 
democratic citizenship, focusing strategies on the development of educators, developing quality 
standards, human rights education , encouraging the exchange of pupils and students, the exchange 
of good practices and information. 
    The school and society are entities whose relationship converges in the direction of achieving 
educational progress in the sense that education is a specific human action and the school has the 
role of preparing man for integration into social life. In the social context marked by profound 
transformations, values are substantially changed, interpersonal relationships are profoundly 
resized and the complexity of human activity requires new skills for the individual, especially since 
social distancing is required for objective reasons. 
    It is important that the role of the school is reconsidered at the social level, being imperative to 
adapt to social dynamics. One can speak of a relationship of double conditioning between social 
change and educational change, a qualitative relationship established between the requirements of 
society and the objectives of the school. The individual's ability to respond convincingly to external 
challenges has its starting point in the way the school connects its development strategies and the 
mission of the needs demanded at the social level. Without an understanding of the logic of social 
transformations, the school cannot restructure its educational offer because its performance needs 
to be socially validated. It should be emphasized that social influences are not always beneficial, 
the school having the task of operating a selection of them, without being limited to a passive and 
expectant behavior. 
    The school operates in accordance with its own logic of evolution, advancing only the changes 
that are in accordance with its own development needs. The school makes the leap towards 
prospecting the future, determining it as long as the quality of education conditions the social 
quality. 
    Education, through its prospective capacity, requires the school to be anchored to the 
requirements of the future. Thus, the changes that are produced in education must meet predictable 
organizational or social requirements that are not formulated. The school's obligation is to prepare 
individuals for future demands, thus developing their ability to see beyond the present moment. In 
this way the school develops its own vision, foreshadowing strategies to operationalize change. 
Anticipating change makes action possible, removes possible obstacles, prevents failures and 
makes it easier for the school to adapt to the new. The design of change must be done contextually, 
depending on the needs of each institution to adapt to the new directions of educational 
management, to maintain unity and quality at the same time, in controversial contexts of respect for 
social distance. 
 
2. Theoretical background  
     

The issue of organizations and how to develop them is a constant research of psychosociologists 
since the early '50s when the field of sociology of organizations was timidly outlined, each 
claiming the right and authority to explain the concept of organization. For example, Charles 
Perrow (1970), a renowned sociologist, considered relevant the analysis of organizations from a 
sociological perspective, starting from the premise that real changes at this level can be projected 
and obtained by requesting and stimulating organizational structures and not by reality followers, 
as well as critical positions, being considered limiting for the deep understanding of this concept. 
(Neculau, 1992, p.12) 
    The difficulty of conceptualization is also proved by the multitude of definitions that have been 
attributed to the organization, as it felt its presence at the social level. Today we are witnessing a 
real phenomenon of diversification of forms of social organization, of organizations built with the 
aim of changing the personality or individual attitudes that are much more difficult to achieve. At 
the opposite pole is the concept of psychologists D. Krech and R. Crutchfield (1948) who tried to 
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analyze organizations based on the duration, size and structure of the groups that form them, these 
parameters also becoming criteria for defining organizations. 
    It was considered that the emergence of organizations responds, in fact, to the important need of  
recognition  the limits of the individual to cope with external demands. Some considered the 
organization to be the ideal solution for superior results, others went so far as to point out that if the 
nineteenth century can be attributed to individuals, the twentieth century will certainly be the 
century of great organizations. 
    From the very beginning, it should be mentioned that the definitions that have been attributed to 
the organization bear the imprint of the evolutions that marked the management theory and 
practice, between them there is an interdependence relationship. 
    In an attempt to clarify the internal functioning of the organization, Piere Bourdieu defined it 
using the concept of field by establishing a relationship between the organization and the 
environment. What is different between these two concepts is the questioning of borders, the reason 
for the tensions between the main agents of the field. The organization has as benchmarks the 
decisions based on interests, the relations between individuals, relations of competence but also the 
possibility to initiate actions.  (Bordieu, 1980, p.113). 
   The relationship between the network and the organization was approached by specialists in the 
sociology of organizations in 1990s France. E. Lazega concluded that understanding the 
mechanisms of operation of the organization can provide facilities for the analysis of networks. The 
development of the organization derives from the networks that constitute the infrastructure that 
leads to the production of innovations. (Lazega, 1994, p.293) 
    Although the definitions given to the concept of organization do not seem to be based on 
experimental research, being largely descriptive and restrictive, they provide an overview of the 
concerns of specialists to understand the mechanisms that have ensured its viability over time. 
    The multiplication of the perspectives of defining the organizations, its analysis through the 
prism of some correlative concepts, which offer the risk of a relativization of the concept, as well 
as the metaphorical approach of interpreting the organization are considered by specialists real 
difficulties for thorough understanding of what can actually represent the concept of organization. 
    To overcome them, M. Zlate (Zlate, 2004, p.87) proposes as solutions, the study of organizations 
from an interdisciplinary perspective, to fill the limits of isolated perspectives, the clear 
delimitation of the concept of organization from similar or neighboring concepts, and the use of 
metaphor elements. as criteria for classifying organizations. 
   A pertinent report for analysis is the one between institutions and organizations, made by M. 
Vlăsceanu. In his conception, the institutions are constraining and normative, being framed in the 
social environment. The normative aspect derives from models of action and behavior guided by a 
set of rules and norms that are included in legal provisions as well as from treaties, conventions and 
rituals. (Vlăsceanu, 2003, p.86)      The rules are all the more constraining as their violation is 
associated with punishment while observance attracts the reward. Behavioral relationships are 
therefore conditioned at the level of any institution to the detriment of communication 
relationships. 
    The following consequences follow from the institutional model: models of routine behavior 
with social blocking effect are promoted, which can even lead to the blocking of performances to 
the same extent that behavioral adequacy is exploited by institutions. During the development of 
society, the term organization is used instead of institution but it should be noted that between 
organizations and institutions there is a relationship of interdependence insofar as the organization 
is formed based on the institution and the organization can cause institutional change by the 
typology of interpersonal relationships provides the necessary framework for the regeneration of 
the normative system. 
    Between the two forms of organization, P.F. Drucker insists on arguing the importance of the 
organization he invests with the attribute of change and innovation, to the detriment of institutions 
characterized by conservatism. (Drucker, 1993, p.218) 
    One can object to this analysis perspective the somewhat forced way of interpreting the two 
concepts from different positions. The supposed characteristics of institutions and organizations are 
based more on a semantic differentiation than on a real basis. It is considered that the institutions 
establish, impose, hence their normative, rigid and binding characteristic. On the other hand, 
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organizations emphasize the ability of individuals to organize, to establish cooperative or 
competitive relationships to meet both the requirements of the organization and their own interests. 
These aspects cannot be denied, nor absolutized. The risk would be to consider the institutions as 
structures that do not accept or do not imply interpersonal relations, as it would be risky to consider 
that organizations operate in the absence of principles, rules, a normative framework that clearly 
delimits its limits. The interdependence between institutions and organizations was probably due to 
the need to clarify the correlations between them. In fact, the basic element that differentiates the 
organizational institution is the type of management accepted and assumed at the structural-
functional level. 
 
3. Research methodology 
 
   The substantiation of impulses to enable a combative management to overcome the controversies 
present in educational organizations and to be able to implement and maintain the balanced form of 
a design of organizational change is a broad and lasting process. The adaptation of the educational 
system requires the delimitation of the aspects  that exist in the organizations and the identification 
of the strategic resources, or of any type, that would support this process of school improvement / 
development.  
     

 Figure no. 1. Conceptual model of managerial change and adaptation to changes in society 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
     
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 Source: Authors' concept based on the analysis of data observed globally 
 

Psychosociologists have recently stressed the need to look at the process of educational 
adaptation and change by clearly delimiting two levels: the organization and its people, which 
highlights two key orientations of change, namely the development of the school organization and 
staff development. (Figure no.1) 
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The two guidelines are mutually supportive: the organization facilitates the development of 
teachers'  skills, which  provide support for the development of the organization. 
But neither of the two dimensions of change is sufficient for itself, depending on each other, each 
being due to the existence of the other party. Today, they are the center of gravity of human 
resource management, an area interested in achieving success, productivity and performance or, in 
other words, how employees get to work and develop within an organization. 
    To understand the necessity and the usefulness of using strategies to promote change at the 
organizational level, the authors consider it appropriate to highlight the most important details that 
make up the two guidelines.   
 
A. School Improvement 
  There are at least three elements of major importance for this direction, presented in Figure no.2, 
namely: planning / recruitment / selection of staff, conservation of human resources and promotion 
of medium and long-term strategic programs for employee development. 
     

Figure no. 2. Map of major elements used in strategies to promote change in strategic managerial 
activities 

 
 
  
 
 
 
 
 
 
 
 
 
 
                       
       
 
 
 
 
 
 
 
 
 
 
 
 
 

Source: Authors' concept based on details examined at school level 
 
     Staff planning / recruitment / selection. Any organization, including the school, owes a 
significant part of the success of its ability to attract and allocate to individual positions that 
demonstrate skills appropriate to their application. For this reason, human resource planning 
becomes a managerial, strategic activity, aiming to estimate, anticipate the current or future needs 
of the organization, but also the external requirements of the environment, especially considering 
the present and fully felt diseases by each organization. . 
    Recruitment is also in this context an activity that aims to ensure the necessary human resources. 
The aim is to attract those candidates who are compatible with the requirements of the posts in that 
organization. The selection aims to hire those individuals who demonstrate the ability to cope with 
the requirements of the job, as long as the planning, recruitment and selection of the teaching staff 
represents another centralized managerial activity, which requires a high level of expertise, 
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achieved through competitions focused on competence criteria. The new education law promotes 
changing this model, giving up the centralized mechanism and ensuring the freedom and autonomy 
of the school to recruit staff, a law that seems to be constantly subject to reorganizations and 
upgrades, depending on the trials to which all structures are subjected. organizational in fact. 
    Conserving human resources is now an issue that further highlights the importance of using 
motivational strategies. There is a need to shift the emphasis from extrinsic motivation, eminently 
financial, to intrinsic motivation in relation to the work done. If, unfortunately, the school 
organization still sins by promoting the teaching staff on the criteria of age and less on the criteria 
of competence, which generates not only the maintenance of a bureaucratic practice, but also 
demotivation of staff, especially young people, the new education law requires the promotion 
competence criteria, access of young performers to an eligible place in the school organization 
hierarchy. 
   Strategic staff development programs must facilitate career advancement, continuous 
improvement, meeting the interests of employees and the organization. 
   A noteworthy aspect is the relationship between staff recruitment and promotion of the existing 
one, observed by E. Păun. The advantage of recruiting new staff is given by the prevention of the 
installation of routines, the infusion of new ideas, but there is also the risk that they will be greeted 
with hostility, which would make it difficult for them to integrate. Regarding the promotion, it has 
the disadvantage of highlighting envies, interpersonal conflicts, which is why it is necessary to 
establish performance criteria, but it has the great advantage of motivating human resources. 
(Peacock, 1999, p.162). 
   At the level of the school organization, the recruitment of staff is not occasional, but imposed by 
internal needs and carried out in accordance with the principle of stability of rules. Promotion is 
much more present at this level and unfortunately has the same disadvantages that frequently occur 
in other organizations. 
   
B. Staff Development 
    Borrowed from the field of sociology of organizations, the term “staff development” refers to the 
process by which the professional development of individuals in an organization takes place, in 
education being further promoted the concepts of continuing education, teaching career 
development, self-management, etc. The specialized literature at national level intensely promotes 
the terms of initial training and continuous training, corresponding to the preparation for the 
didactic career (university studies), respectively to the improvement during the exercise of the 
didactic profession. 
    Regarding the continuous training, an aspect on which the authors insist, it is defined by S. 
Cristea (Cristea, 1998, p.182) as a set of practical and theoretical activities that require the 
participation of teachers in order to deepen the specialized knowledge, methodical and psycho-
pedagogical tools useful for the development of optimal socio-professional attitudes related to the 
requirements of a quality education. In the analysis of the continuous training process, the 
specialists start with two essential actions. The first action aims at the permanent renewal and 
improvement of current professional practice through a permanent updating of the knowledge 
acquired through initial training, and the second action takes into account the process of 
professional reorientation of teachers, which involves acquiring new skills, validated by obtaining 
diplomas. 
    Another fairly common concept is retraining, which, according to T. Husen, designates an 
intensive training activity, necessary in case of skills crisis, when knowledge is exceeded, or when 
there are very serious gaps in teacher training, such as moving training and the management of 
organizations in the online environment. (Husen, 1985, p.62) 
   The two concepts are not synonymous. While continuing education aims to revise upwards the 
knowledge acquired during the professionalization stage for the teaching career, retraining takes 
place in conditions where the old knowledge is no longer operable, when sudden changes take 
place in this plan. Knowledge of the elements that allow the distance between the two concepts is 
urgently needed to diagnose staff development needs and provide suggestions and models for 
highlighting the benefits of changing mindsets, practices and organizational structures. (Figure 
no.3) 
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    Figure no. 3. Impulses for substantiating the process of professional development of human resources 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
      

      
Source: Authors' concept related to the requirements of educational change management 
 

   Continuing education supports, says E. Păun, two opposite, contrasting perspectives: the “defect” 
perspective and the “growth” perspective. The wording is suggestive enough to understand their 
meanings. Thus, the “defective” perspective supports the need for teacher training in order to 
improve skills, as a result of promoting initial training outdated by current developments in the 
field, which is why the teacher can be assessed as inefficient. The second standard perspective 
starts from the premise that the school does not stimulate enough the professional development of 
teachers, which is why it is necessary to consider external factors. 
  
4. Findings 
 
   The school as an organization and the teachers are the real agents of change, having the 
responsibility to be aware of the need for change, starting from the need to develop the 
organization and the individual. Therefore, both at organizational and individual level, the 
involvement of strategic resources based primarily on individual experience is needed. It must be 
understood that change is not the choice of the school manager or a particular teacher but of the 
institution that wants a favorable report to the requirements of society at the same time as its 
development as an organization. It is therefore a matter of teamwork but also of a permanent 
feedback. The results will be quantifiable taking into account the quality of trained young people 
able to meet the new requirements. 
   Not infrequently psychologists have resorted to metaphors in the evolution of the concept of 
organization (Morgan, 1998, p.343), starting from the premise that they most clearly reflect the 
multiple perspectives from which it can be analyzed. 
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  Table no. 1 Table of metaphors for the analysis of the organization 
No. 
crt. Metaphor Defining 

1 Machine 
the main means by which human needs can be met, with a decisive role 
being played by the rules governing human behavior at the organizational 
level 

2 Organism mechanism similar to the human body, able to adapt and characterized by 
a clear division of labor, interpersonal relationships 

3 Brain increased degree of rationality, oriented towards solving problems and 
having a self-critical and innovative mechanism 

4 Cultural System based on values, beliefs and attitudes related to the way in which 
individuals can work 

5 Political System invested with responsibility, authority and power, but also with control 
mechanisms and influences, with power games and divergent interests 

6 Flow and 
Transformation 

capable of continuous (re) generation and which highlights human and 
behavioral typologies that manifest at the level of the organization 

7 Means of Domination imposition of one's own will on individuals, where phenomena of 
intergroup segregation or solidarity within the group can be generated 

     Source: Adaptation of the authors after Gareth Morgan 
 
    What stands out in Morgan's approach is that one cannot really speak of a clear characterization 
of the concept of organization, but rather of highlighting some perspectives of its analysis, which 
emphasize the typology of organizations, each with its own characteristics, depending on the 
purpose for which they were created. For example, the organization cannot be equated as a cultural 
system with the machine or political organization. Their fundamental goals are totally different, 
therefore they will promote and require a certain organizational behavior and certain performances. 
    Although attractive as a way, the metaphor of the organization also attracts opponents who can 
blame the subjective and reductionist way of analyzing the organization, which emphasizes certain 
features of it to the detriment of others, just as important. 
     

Table no. 2 Table of metaphors for the analysis of the organization 
No. 
crt. 

Period Organization Definition 

1 60s Organizations have been defined through goals, formal structures and in an 
integrative manner. 

2 70s – 80s Organizations have been defined as socially regulated human activities with a 
purpose. 

3 At the moment Organizations are defined taking into account the type of performance that must 
be in accordance with the standards imposed by that organization. 

   Source: Processing and adaptation of the authors after M. Zlate 
 
  This staging has the advantage of analyzing with some detachment the evolution of the concept of 
organization, in all its complexity, as reflected in the research of psychosociologists, being also a 
useful tool in trying to find the equilibrium form of organizations in the current situation they are 
challenged not so much in adapting as in maintaining quality standards. 
    Starting from the evolution registered in terms of human knowledge and the level of the social 
field, E. Paun considers that the organization is represented by a system of structured activities, 
with clearly formulated purposes, being involved a large number of individuals who have very well 
defined roles. Among the characteristics of the organization: structure, control, organizational 
behavior, change is included, which indicates that change must be the key element for each 
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institution. In this context, it is both in question and in the final product of the school organization. 
Organizations can be defined in terms of performance and purpose, representing structures whose 
resources, human and non-human, are in a relationship of interdependence, aiming to achieve the 
maximum level of performance. 
    Analyzed in terms of the institution-organization relationship, the school meets both the 
characteristics of an institution and those of an organization. It is an institution because it is 
characterized by formal and informal norms and procedures, has legal status and a well-defined 
structure that includes: manager, faculty, students. It can be considered at the same time an 
organization because it has a clearly established mission and objectives (educating young people), 
has human resources, more precisely a system of interpersonal relationships that are established 
between individuals belonging to the same community, having communication system, means of 
education, curriculum and an organizational culture, involves human activity, as well as obtaining 
educational performance. 
    Characterized through metaphors, the school best fits the metaphor of the organization as a 
cultural system, which operates with human values, principles, attitudes and beliefs. 
    What needs to be emphasized is that, in general, organizations have the same characteristics, the 
differentiating element being given only by the nature of the services that that organization 
provides to society. Therefore, the school meets all the attributes of a true organization. What can 
distinguish it from other organizations is only its ability to change. 
 
5. Conclusions 
  

The school's efforts for the development of the teaching staff become insufficient if they are not 
corroborated with the personal efforts in this direction. In order to increase teachers, it is necessary 
to shift the focus from career management to self-management, which involves assuming 
professional development at the individual level. 
    In the current context, of the accentuation of the measures of reform in education, of transfer in 
the online environment of education, the promotion of efficient policies for professional 
development of teachers is especially necessary, especially since they are the main engine of the 
Romanian school reform.        
    There are also voices claiming that sometimes policy makers seem to ignore the importance of 
this, preferring to promote the reform of "external variables" such as curriculum and assessment - a 
commendable fact, but minimizing the risks that exist if teachers are not sufficient trained or 
motivated to apply process-level innovations. The evaluation of the reform as real is not made 
according to the changes that appear at the basic level of education, the didactic process. For this 
reason alone, reviewing the teacher training model should be a priority for the school. The 
particularities of the two levels of human resources management and, in particular, the existing 
deficiencies at these levels, require the adoption and application of strategies to promote change at 
the school level. School organization evaluation, staff integration, organizational and staff 
development are just some of the issues that require strategic reviews. 
In order to streamline the educational activity, it is necessary to highlight the institutional priorities, 
thus ensuring the choice of a good strategic option and adaptation. 
    In the absence of support from individuals, anticipation and planning of educational change, 
reporting to the requirements of society remains only at the stage of preparation for change. The 
driving force behind human behavior is motivation. Change generates tension, an inner struggle 
between the desire to continue carrying out activities that generate a certain comfort and the fear of 
the new. The imbalance can be overcome by being aware of the need for change and motivating 
those involved to support this process. Change is more easily realized in practice if it is sustained 
intrinsically, acquiring the valences of the internal need that the individual wants to satisfy. If the 
change is a consequence of external pressure, personal involvement is reduced, and the risk of 
resistance may arise. 
    The development of motivation is possible insofar as the objectives of the school coincide with 
the objectives of the people involved who value the change they consider a need. A relationship of 
mutual conditioning is established between motivation and change because the implementation of 
change is dependent on the degree of motivation of people and change facilitates the opportunity to 
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test new skills and knowledge. Motivation has a decisive role to play in ensuring the effectiveness 
of change, being the primary energy source. 
    The strategic goal of each organization and the concern of the manager must be to ensure the 
efficient nature of change, its effects being reflected in the quality of human resources, the whole 
process and the level of development of the institution. As a result of the growing demand for 
innovation, there are important changes in the level of education policy, the effectiveness of change 
having chances as long as there are rules governing the process of change. 
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Abstract 
 

During the last years, online marketing, especially social media marketing, has received 
increased attention in marketing for higher education. In this paper, we aim at gaining insight into 
the largest Romanian University’s online communication strategy during the 2019 admission 
campaign – University of Bucharest. Although there is a growing body of literature on online 
marketing campaigns in Western democracies, little research exists on using Social Media in an 
emergent economy like Romania. In order to take a closer look at the University’s online 
communication strategy, we conducted a content analysis on the posts published on the 
University’s Facebook page over the 4 weeks leading up to and during admission period. This 
study is the first of its kind and it indicates that the University is constantly trying to use dialogue 
and call to action messages in order to generate user engagement. 
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1. Introduction 
 

Online marketing, especially social media marketing, has received increased attention in 
marketing for higher education. Most universities own accounts on at least one social platform. 
Especially in the Western countries, Facebook and Twitter are very important social platforms used 
by universities. However, few studies have examined the social media characteristics of marketing 
for higher education in an emerging democracy as Romania. 

Most universities around the world use social media and most of them use Facebook pages to 
address different audiences (for example, potential students, current students, former students or 
employees). As fans, users have the opportunity to engage in dialogues with other users or to 
comment, to like or to share content provided by the university or other users (Nevzat, Amca, 
Tanova & Amca, 2016; Smith, 2011). We use the term interactivity or engagement to sum up these 
three activities. At the same time, marketing specialists can integrate content from other social 
media platforms (eg. YouTube videos) into their posts. Thus, Facebook becomes a centralizing 
channel of social networks (Kuzma & Wright, 2013; Palmer, 2013; Greenwood, 2012). 

This study comes in the context of a paradigm shift which we are witnessing with the very high 
popularity of social networks. If, until recently, marketing communication was predominantly 
unidirectional (television, radio or street ads, transmission of press releases, presentation websites 
etc.), the Internet created the premises of a bi-directional communication, in which the receiver can 
provide feedback and can even become content creator. Social networks are based on dialogue, bi-
directional communication, and the increasing number of users has created a marketing opportunity 
for organizations, as they can dialogue with the beneficiaries or potential beneficiaries. 

The motivation for choosing this research has two components: a professional and a scientific 
one. The professional one is justified by the activity that I have been carrying out for more than 
eleven years in the communication team of one of the most important public universities in 
Romania, Alexandru Ioan Cuza University of Iași, where I have often faced challenges related to 
the efficient use of social media communication vehicles to fulfill the marketing objectives of the 
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institution. As a specialist, it is important to investigate how the main competitor of the University 
communicates, namely - the University of Bucharest, in order to establish the strategic marketing 
directions. The scientific motivation lies in the challenge of making a contribution in a field 
insufficiently explored in the national literature. The work we propose can bring much needed 
valuable research in this increasingly popular field. Communication through social networks in the 
educational field has been and continues to be a rather under-researched topic in the local area, 
which means we need information to shed some light over the phenomenon in question. 

Marketing communication in public universities is not a common topic in Romania. The 
specialized literature on this topic is almost non-existent and, therefore, applying marketing 
concepts in the public sector in Romania is a challenge. On the other hand, we can see that public 
organizations and, more precisely universities, are trying to apply their own techniques when it 
comes to digital marketing. Therefore, studying the way social networks are used by the most 
important universities in Romania becomes a scientific necessity. 

The paper is structured as follows: the next section provides a literature review on Social Media 
and online communication strategies; section 3 presents the objectives and methodology; in the 
fourth section we discuss the findings; section 5 concludes, outlines the limitations and gives an 
outlook for practical implications. 
 
2. Literature review 

 
By consulting the scientific literature we have found that marketing is not a foreign concept for 

both public and private universities in the United States of America or Western European countries 
(Klassen, 2002; Jongbloed, 2003; Chapleo et al., 2011). Theoreticians confirm the idea that 
marketing cannot be applied to the public sector in the same way it serves companies. Public 
institutions can make use of marketing techniques in a different way, as a result of budget 
constraints and multiple hierarchical subordination (Gibbs, 2002; Hemsley-Brown & Oplatka, 
2006).  

A study by Peruta and Helm (2014) which investigates how higher education institutions in the 
United States of America use Facebook to build and provide content on social networks concluded 
that maintaining a presence on social media platforms - namely Facebook - is imperative for 
student recruitment, retention, visibility and reputation. The results confirmed that the strength of 
the university Facebook community is positively correlated with individuals who identify with the 
real community, as well as with increased levels of trust and involvement with the university 
community as a whole (Nevzat, Amca, Tanova & Amca, 2016). 

In recent years, universities have increasingly focused on social networks to build and maintain 
qualitative relationships with co-interested groups (Colvin, 2011). For example, in a study that 
investigated social media consumption among the top 100 higher education institutions, 92% 
reported using social media in collaboration with their official websites as a way to connect with 
various stakeholders. (Faculty Focus, 2011). In another study, which examined the marketing teams 
of 69 universities in the UK, 98% of respondents said they invest in social media as part of their 
marketing strategy (Shaw, 2014). Another study conducted by Melissa Clark, Monica B. Fine and 
Cara-Lynn Scheuer (2016) on the use of social networks in universities in the United States of 
America concludes that the way social networks are used affects the quality of university’s 
relationships with its key interest groups - students. 

Regarding the research in Romania, we take the example of a study from the Polytechnic 
University of Timisoara (Holotescu & Grosseck, 2013) that discusses how higher education 
institutions perceive and use social media, trying to investigate how the members of the academic 
communities use social media as tools for learning and collaboration. What are the potential 
benefits, challenges and disadvantages of using social media in universities? Is it necessary for the 
institutions to be trained in this field? These are two of the questions that this research raises. To 
answer, the author developed and applied an online survey for researchers from different 
universities in Romania. The findings revealed an increasing use of social networks among 
universities, but only a small amount of them have adopted coherent strategies and policies for the 
pedagogical integration of social networks and the development of the best teaching and learning 
methods based on these strategies. 
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Previous work has shown that there are several strategies or tactics that can be used to increase 
the fan engagement of a page and that certain types of posts lead to greater user engagement. 
Among them, the most relevant are: 

1. Post format / structure 
Specifically, studies show that photos receive more likes and comments (Kwok & Yu, 2013) 

than other types of posts. Facebook users may be more attracted to simpler, more regular messages 
that contain photos, than those that require a link or involve watching a video. Posts that seem 
natural receive more likes and comments than posts that seem to be the result of sales strategies or 
marketing statements (Kwok & Yu, 2013). 

2. Frequency 
Other recent studies have shown that there are significant links between the frequency of posts 

and fan engagement. (Peruta & Shields, 2016). Specifically, the larger the number of posts a 
university publishes in a day, the smaller the number of fans who respond to them, suggesting a 
saturation point for posts from a single entity. 

3. Call to action 
Another factor that can influence engagement is the use of call to action. Traditional media 

marketers such as press, television and radio are constantly developing messages to urge consumers 
to take action. Lee (2012) found that Facebook posts that contain action calls encourage fans to 
interact with posts, which increases the audience. Users tend to respond better when they are 
specifically told how to respond to the message they have read (for example, click, rate, share and 
comment). 
 
3. Objectives and research methodology 
 

The paper aims at gaining insight into the 2019 online admission campaign, with the purpose of 
taking a closer look at the online communication strategy. To that end, we conducted a content 
analysis on the posts published on the University of Bucharest’s official Facebook page over the 
four weeks leading up to and during the admission period. Using both a priori and emergent 
coding, we studied the posts published during in the online campaign and we identified the patterns 
used in the University’s online speech.  

The University of Bucharest (UB) is the largest university in Romania, being present and active 
on social networks since 2010, when it started to use Facebook. Currently, the online community of 
UB on Facebook has over 92,000 followers - being the university with the largest Facebook 
community in Romania - the majority being graduates, students, teachers or potential students. 

In the study, we describe the digital campaign using the categories identified in the literature 
review: post type/structure (Kwok & Yu, 2013), frequency of posts (Peruta & Shields, 2016) and 
call to action (Lee, 2012). Moreover, we also use emergent coding to analyze the main topic, the 
key concepts and the affective state of the posts. 

We investigate the way Facebook was used in the 2019 summer admission campaign at the 
University of Bucharest. More specifically, we focus on the types of content that the University of 
Bucharest publishes on Facebook, the structure/formats used in Facebook posts, as well as the 
frequency of posts. Also, we are interested in how many of the messages contain a call to action.  

Our objectives are: 
O1: Identify the structure/formats used in the Facebook posts. 
O2: Identify the post frequency. 
O3: Identify the posts which contain a call to action. 
O4: Identify the main theme of the messages, the key concepts and the tone of message. 
Due to the nature of our objectives, in our research we use a qualitative research method: 

content analysis. Our study is based rather on behavioral tendencies and not on absolute values, 
considering that the communication field is a flexible and versatile one, subject to frequent 
changes. Due to its exploratory qualitative positioning, the content analysis proves to be adequate 
in the present study. Content analysis of messages posted by public universities on official 
Facebook pages helps us find out if there are certain patterns / types of messages that are used in 
the online campaign of the University of Bucharest. 
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The content analysis was conducted for a period of 43 days before admission and during 
admission period, so the period of analysis was May 27 - July 30, 2019. In total, The University of 
Bucharest published 82 messages, and for our research we used a sample of 67 messages - 23 of 
these messages were published during the admission period. For the research only the text of posts 
was taken into consideration (photos, links, videos were not analyzed). 

The interpretation process was carried out twice, with a five-day distance, to confirm that the 
findings remain unchanged. We mention that only few irrelevant differences appeared. 

Although content analysis is a method that can generate reliable and repeatable data, 
communication specialist Sally J. Mc Millan (2013) warns us that online content analysis implies a 
higher degree of risk in terms of the validity of results, as the internet is an environment that is 
constantly changing, in a very short time. Therefore, when choosing this method, we must take care 
to generalize the results with regard to users and non-users of social networks. Studies show that 
the average age of consumers on social networks is lower than the age of the population, so we 
cannot conclude on the whole population. At the same time, Internet access is not available to all 
Romanians, although the number of users is constantly increasing. 
 
4. Findings 

Format/structure. During the admission period, most of the posts - 30% are messages that 
promote the faculties within the university, integrating direct links to their website. An important 
share (20%) is also occupied by messages that incorporate a video. It is interesting that all the 
videos are monologues of young people talking about what it means to be a student at the 
University of Bucharest. The posts also contain links to several articles in the media about the 
University or links to information on the University’s website – www.unibuc.ro. 

 
     Figure no 1. Post structure in the online campaign during the admission period 

 
Source: Author’s creation 
 
Before starting the admission campaign, the situation is different. Most messages incorporate 

photos (46%), which is actually an excerpt from the admission booklet, which provides information 
about the admission process. Videos are also used here, but to a lower extent than during the 
admission period (18%). The links to the University’s faculties are between 3 and 17%.  

Frequency of posts. During the admission period, the average number of posts is 1 per day, 
whereas prior to admission the frequency decreases, with 39 messages published in 43 days. 

Call to action. The University of Bucharest has conducted a campaign that tries to engage with 
the audience, 90% of the messages integrating an incentive and trying to get a response from the 
online community. The use of call to action, conjunctive verbs and direct addressing is constant in 
the admission campaign. Moreover, all the messages referring to admission also incorporated a 
hashtag, a very popular element in online communication among young people, in order to catch 
their attention. The hashtag #hailaUB (#cometoUB) is used 69 times in 67 messages, and the 
incentive "let's ...!" appears 75 times. 
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Figure no 2. Messages containing a call to action 

 
Source: Author’s creation 
 
In addition to messages which encourage action, the online campaign also seeks to stimulate 

interaction with members of the online community by using interrogations. Thus, in 24% of the 
published messages, students are encouraged to answer questions and provide feedback. 

 
Main theme, key concepts, affective state, tone of message . The central message of the 

campaign is “Come to the University of Bucharest!” The hashtag #hailaUB (#cometoUB) was used 
69 times in 67 messages. The tone of communication is direct, familiar, and sometimes jovial. 

The language is accessible, simple; active diathesis and direct addressing are frequently used. 
The messages are trying to generate a connection with students by integrating elements from young 
people's style of communication, like emoji and hashtags. 
 
5. Conclusions, limitations and practical implications 

 
Communication on Facebook creates an opportunity for universities to dialogue with people 

interested in their educational services, to transmit a well-targeted message, to get feedback and 
engage with their community. The purpose of our research was to investigate the way Facebook 
was used in the July 2019 admission campaign of the University of Bucharest, the largest 
university in Romania. Findings indicate that the University of Bucharest has conducted a 
campaign that tries to engage with the audience and trigger a reaction from the online community, 
90% of the messages integrating an incentive in order to trigger a response from the online 
community. The University’s online campaign is constantly trying to use dialogue and call to 
action message to generate user engagement. 

Our study knows some limitations. Thus, we must specify that although we have captured every 
message published in the 2019 admission campaign and a period of 30 days before it, this sample 
remains a partial snapshot, the admission campaign being carried out, in fact, throughout the entire 
academic year. Therefore, it would be advisable to carry out a content analysis that includes all the 
messages used during a university year. Also, in order to complete the content analysis, the 
published photos and videos, not just the text related to them, can be taken into consideration in 
order to obtain a more insightful approach. 

When it comes to the practical implications, we cannot deny that marketing and, implicitly, 
communication through social networks proves to be opportunities that universities can take 
advantage of in order to increase the number of students. The main goal of marketing 
communication is to produce results that the target market can appreciate. Public institutions can 
benefit if they include in their mission, problem-solving and achieving results a well-defined 
strategy for the use of social networks, so as to attract as many students as possible. 

Thus, with the help of social networks, the administration can be transformed from a traditional 
institution, which has a weak contact with the public into a modern institution, with a strong 
contact with co-interested groups. At the same time, in Romania, social networks are not properly 
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used to generate income, as it is already happening in Western countries, therefore, the purpose of 
our work is to generate the insight needed to align Western theory and practice. 

Despite our limitations, the study generates valuable insight into the University of Bucharest’s 
2019 online admission campaign, that can be used in future research. At the same time, the 
research carried out brings an element of novelty to the existing literature, which, adapted 
accordingly, can be developed to carry out wider research. 
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Abstract 
 

Business intelligence is a set of theories, methodologies, architectures, and technologies that 
transform raw data into meaningful and useful information for business purposes. 

An operational BI system helps non-technical users with very fast and intuitive ways of 
processing and viewing data. The main goal of a BI initiative is to turn a company's information 
into a structured and analyzable perspective - in other words, real business intelligence, which can 
inform the decision-making process within the company. 

Through this study, we want to identify the advantages and limitations of business intelligence 
solutions perceived by the Romanian companies, as well as its use as a managerial tool for 
observing the evolution of business, its impact on managerial decisions, and the ease with which 
managers can use it. 

By using Business Intelligence, you can eliminate inefficient bottlenecks, refine existing business 
processes, automate routine tasks, and introduce new levels of work organization and 
prioritization. 

 
Key words: business intelligence, managerial decisions, tools, Romania    
J.E.L. classification: O330, M200, M15 

 
 

1. Introduction 
 

Business Intelligence (BI) systems are complex computer systems for analyzing data and 
presenting information, allowing company executives, managers, and other end-users to make 
much better-informed business decisions. BI comprises a wide variety of tools, applications, and 
methodologies that allow organizations to collect data from internal systems and external sources, 
prepare them for analysis, develop and execute data queries, and create reports, data views, and 
dashboards. to make the results available to corporate decision-makers as well as operational 
employees. (Dedic et al, 2016, pp. 225-236). 

Exploring and analyzing big data turns information into a perspective. The growth and variety 
of data are available in a large volume to manage traditional databases. For this reason, companies 
are considering technologies such as Hadoop databases (a collection of open-source software 
utilities that facilitate using a network of many computers to solve problems involving massive 
amounts of data and computation), Spark (open-source distributed general-purpose cluster-
computing framework) and NoSQL (provides a mechanism for storage and retrieval of data that is 
modeled in means other than the tabular relations used in relational databases) to fulfill their 
rapidly evolving information needs (Grigorescu et al, 2016). 
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One of the major reasons behind the growing demand for tools that provide Business 
Intelligence is the importance of knowing customers and how they interact with various businesses. 
Through the Business Intelligence service, the analysis of the data necessary for a company 
becomes easier due to the interactive graphical interface. Thus, interactive visual analysis allows 
for solving certain business problems and leads to improved sales, marketing, and business 
development strategies. The beneficiaries of such services are from various fields, from factories to 
marketing companies, finance, or airlines. 

The main goal of a BI initiative is to turn a company's information into a structured and 
analyzable perspective - in other words, real business intelligence, which can inform the strategic 
decision-making process within the company (Golden, 2013, p. 234). 

Following the new GDPR (General Data Protection Regulation) legislation, issued in 2019 at 
the European level, the BI market was affected; although in 2012 revenues of $ 13.1 billion were 
recorded (Coronel et al, 2014, p 453). In 2019, the BI market was shaken in Europe by the new 
GDPR (General Data Protection Regulation) legislation, which places the responsibility for 
collecting and storing user data on data with strict laws to ensure that the data is compliant. 

According to a study by research and consulting firm Gartner, whose contributor is Panetta 
Kasey by 2020, 80% of organizations will initiate deliberate competency development in the field 
of data literacy to overcome extreme deficiencies and 50% of organizations will lack sufficient AI 
and data literacy skills to achieve business value (Panetta, 2019). The year 2020 is considered the 
year of data quality management and data discovery, and the main trends could be Data Quality 
Management (consists of acquiring the data, implementing advanced data processes, distributing 
the data effectively and managing oversight data), Data Discovery/ Visualization, Artificial 
Intelligence, Predictive and Prescriptive Analytics Tools, Collaborative Business Intelligence, 
Data-driven Culture, Augmented Analytics, Mobile BI, Data Automation and Embedded Analytics 
(Durcevic, 2019).  
 
2. Theoretical background 

 
The term Business Intelligence is relatively new but it is synonymous with a range of 

applications that have been around for years: Decision support systems, Executive Information 
Systems, On-line Analytical Processing or multi-dimensional modelling (Rouse, 2019). It is the 
conversion of data into information in such a way that the business can analyze the information to 
gain insight and take action. Thus, Business Intelligence compresses the strategies and technologies 
used by companies to analyze data from business information.  

Among the first definitions found was that used by Hans Peter Luhn, a researcher at IBM, in an 
article published in 1958 in which he stated that it is "the ability to understand the interrelationships 
of facts presented in such a way as to direct the action to the desired goal” (Luhn, 1958, pp.314-
319). 

The main objectives of a BI system are: collecting and analyzing a very large volume of data 
and information extracted either from operational databases or from the organization's data 
warehouses; obtaining forecasts regarding the strategic indicators of the organization; combining 
knowledge management processes with decision-making processes; exploitation of support 
technologies for the decision-making process to obtain complex, competitive and up-to-date 
information for managers (Waltz, 2003, p. 100). 

A BI program offers to a company benefits such as: accelerating and improving the decision-
making process; monitoring one's own company (economic data, employee performance, etc.); 
optimization of internal business processes; increasing operational efficiency; attracting new 
income; obtaining competitive advantages over competitors; better knowledge of customers and 
improvement of services for them; identifying market trends and anticipating changes and their 
impact. 

As a discipline, Business Intelligence consists of activities such as analysis of large volumes of 
data, online analytical processing, queries, and reporting. Analyzing the data generated by a 
company's activities is a demanding activity, which involves considerable time and human 
resources, especially if the volume of information is very large (Coker, 2014, pp. 41–42). But 
visual representations simplify things, allowing users at any level of the company to better 
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understand the data on which they need to meet their goals. An operational BI system helps non-
technical users with very fast and intuitive ways of processing and viewing data, allowing people 
from any level of the company to ask questions and receive answers in just a few seconds 
(Grigorescu et al, 2018, pp. 824-838). 

To fulfill the company's goals and to monitor its performance, the necessary data are collected, 
analyzed and the necessary measures are chosen. From a technical point of view, unprocessed data 
is collected from the company's activity. After the data is processed and stored in data warehouses, 
users can access the information, which involves starting to analyze the process of resolving 
business questions (fig. 1). 

 
Figure no. 1. How Business Intelligence works 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: authors’ processing 
 
Limitations and Ethical issues 
In some companies the limitations concerning BI systems would have as reasons: the initial 

price of the system is costly; data mining tools use sophisticated tools and they require the 
company to give additional training or even hire an external consultant which increase the costs of 
implementation; the implementation takes a long time; uncertainty in the success of 
implementation; poor quality of source data is responsible for the majority of the time and cost 
overruns during the implementations (Kascelan, 2011, pp. 19-30). 

It should also be mentioned that ethical issues may arise in the field of BI, such as the potential 
of automation technology to give rise to job losses; the need to redeploy or retrain employees to 
keep them in jobs; fair distribution of wealth created by machines; the effect of machine interaction 
on human behavior and attention; the need to address algorithmic bias originating from human bias 
in the data; the security of AI systems (eg autonomous weapons) that can potentially cause damage; 
the need to mitigate against unintended consequences, as smart machines are thought to learn and 
develop independently (Schultz et al, 1994, p.305-314). 

 
Romania and Business Intelligence 
In Romania, only a third of companies use Business Intelligence type specialized solution, 

according to the consulting company Softlead. This field is developing and the first measures were 
taken to introduce in the labor code the occupations of business intelligence expert and business 
intelligence manager, outlining occupational standards, accreditation of courses in the field, and the 
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establishment of the Romanian Business Intelligence Professionals Association (Condureanu, 
2015). 

Among the companies that offer BI services in Romania are Relevance, Plaut Consulting 
Romania, Phoenix IT, Inteldiligence, KPMG, DYNTELL.BI, Play Solution. 

Among the companies that use the Business Intelligence solutions in Romania, 76% are big or 
multinational companies, such as BCR (uses IBM Cognos Upgrade; George digital banking 
solution onboarding), Dacia - Renault Group - (Dacia Renault corporate cards monitoring solution), 
BNR (implementing the statistical reporting to NBR), Volskbank (Statutory Reporting Banking 
Solution Implementation), IKEA (IKEA cobrand shopping card implementation), Honeywell 
(Migrate dashboards from Tableau to Power Business Intelligence), Albalact, l'Oreal, SNAM 
(National Company of Mineral Waters). 

Through this study, we want to identify the advantages and limitations of business intelligence 
solutions perceived by Romanian companies. 

To do that we must identify the BI solutions offered by the companies that activate on the 
Romanian market and the companies on the Romanian markets that use BI solutions and how they 
transform the businesses. 

 
3. Research methodology 
 

The study was conducted between November 2019 and February 2020 based on questionnaires, 
on a sample of 260 respondents from urban areas, in positions of management, coordination or 
development of projects, internet users, aged between 27 and 59 years. 50.8% of the respondents 
are men and 49.2% women, respectively. 

Among Business Intelligence solution users 29.3% stated that they target the testing of some 
Business Intelligence in their companies, 22% of them think about a higher number of reports and 
analysis in the existing solutions and 18% analyze the possibility of accessing, by more users, the 
Business Intelligence solutions already existing in the company. 

From the category of respondents who do not use BI services 18% are planning to insert such a 
solution (undetermined period) and 10% intend to replace totally or partially the solution currently 
used. 

 
4. Findings 

 
Among the benefits of using Business Intelligence, although many benefits are intangible, 53% 

of respondents opted for faster, more accurate reporting, 47% for time savings, 39% for a single 
version of the truth, 23% - improved strategies and plans, 21% - improved tactical decisions, 21% - 
more efficient processes, 19% - improved customer service, 12% - cost savings, 9% - improved 
decision making, 6% - increased revenue (fig. 2). 

As any system has disadvantages, we wanted to find out the main limitations identified by users 
in Romania. 37% of respondents discussed the costs. Businesses that lack in-house skills or are 
unfamiliar with BI often have to outsource, which is where challenges of cost and maintenance 
come in. Due to their complex nature, smart technologies can be expensive and you can incur 
further costs for repair and ongoing maintenance. The computational cost for training data models 
can also be an additional expense. Software programs need regular upgrading to adapt to the 
changing business environment and, in case of breakdown, present a risk of losing code or 
important data. Restoring this is often time-consuming and costly. 

29% mentioned as limiting skills shortage, the availability of technical staff with the experience 
and training necessary to effectively deploy and operate BI solutions. 

28% considered that the availability of data is a limitation because data is often soloed or 
inconsistent and of poor quality, all of which presents challenges for businesses looking to create 
value from Business Intelligence at scale. Only 6% considered customer privacy as a limitation 
(fig. 3). 
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Figure no. 2. The main benefits of Business Intelligence 

Source: authors representation 
 
 
Figure no. 3. The main limitation identification in Romania  

Source: authors representation 
 
Following the study, we found that 63% of senior executives report that analytics will be 

important for competitive advantage and only 2% feel that they’ve achieved a competitive 
advantage. 

Similarly, 58% of Business Intelligence projects fail because of poor communication and not 
understanding what to ask and 55% of Business Intelligence projects fail because of technology, 
culture, and lack of infrastructure. 
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5. Conclusions  
 
There is real business value for an organization to deploy packaged BI solutions. The question 

of whether to build or buy this application depends on several criteria. Given the cost, time-to-
market, complexity, and other factors involved to implement robust and scalable BI solutions that 
will meet current and future needs. 

By identifying new opportunities, as well as implementing beneficial strategies, companies can 
be offered a set of advantages in competitive markets, as well as stability. 

Business Intelligence is a powerful technology invented to solve overwhelming data problems. 
This can eliminate inefficient bottlenecks, refine existing business processes, automate routine 
tasks, and introduce new levels of work organization and prioritization. It takes effort, but the 
results are worth it. 

BI has many uses. Complementary to specialized analysis, it offers managers the opportunity to 
master or even dominate new markets, assess the demand and impact of marketing efforts and it 
can help payroll professionals give real management decision support within their organizations. 
To be successful, BI must be aligned with the company’s business strategy. BI changes the way a 
company conducts business by improving business processes and transforming decision making to 
a more data/ fact/ information-driven activity (Sharda et al, 2019). 

The Business Intelligence instruments market will, surely, continue growing, both as volume 
and as innovation level. There will be investments in analysis solutions that will assure the users' 
easy access, through one instrument, to a wide variety of data generated and collected from 
multiple sources. 

We believe business intelligence plays a very strong role in the future of our industry! 
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Abstract 
 

The decision making in business is an essential component of the management, where the 
leader, together with his team, are concerned with identifying and finding the optimal solutions to 
support the decision-making process or to meet the organization's objectives reflected in the 
company mission statement. The paper highlights the role that philosophical practice can play in 
organizations, which provides the management team with specific philosophical tools, such as 
short Socratic dialogue or dilemma training, as well as practical ways to apply critical thinking, as 
a tools including in the management process, thus increasing the decision-making capacity for the 
leaders of the organizations. The critical thinking, often considered to be specific to the 
educational system, finds its application in the business environment, with help of the philosophical 
consulting, a specialized practice of philosophical counseling. 
 
Key words: Socratic dialogue, dilemma training, critical thinking, philosophical counseling, 
leadership 
J.E.L. classification: M10, M14, D91 
 
 
1. Introduction. Premises of the philosophical consultancy applied in business 

 
If we look more closely at some of the characteristics of ancient philosophers, we observ at least 

three different approaches, which lead us to the current orientation of philosophical practice for the 
leaders. A first approach was that of Socrates, who can even be considered a model of "not doing 
that", and who often managed to attack his interlocutors with his questions, unfolding in the ancient 
agora, and which led him to a tragic end, condemning his actions. The next approach was that of 
Plato, through his Academy, he was concerned for training the leaders of his time by the 
philosophers , thus he becoming a meta-consultant, but the results were not as expected, some of 
his subjects having the contrary actions with the teachings received in the Platonian school. A third 
approach it was found at Aristotle, who put the foundations of the ancient institution of the private 
counseling, he becoming a tutor or mentor of some leaders, one of this being the emperor 
Alexander the Great. This form of tutoring has been taken over and perpetuated over the centuries 
by other philosophers, who addressed to monarchs and nobles, as philosophical counselors, and this 
actions can be framed today to be specific to philosophical consultancy for organizations. 

The similarity comes from the fact that the entire concentration of economic activities specific 
to those times took a place around the royal courts or the aristocratic class, which was interested in 
exchanges of materials and business, and today they take place in the specific entities from 
economy. With these concerns, philosophers such as Hobbes, Descartes, Hume, Loche, Spinoza, 
Bentham or Frege were nominated by the contemporary promoter of philosophical practice, Lou 
Marinoff, who published a book on the subject (Marinof, 2002) and he highlighting the role of 
organizational consultancy in the general field of philosophical practice, defined by him as its 
apogee, by the fact the new specialist will also know the practices specific to the philosophical 
counseling of the person or the facilitation of groups, using the tools from philosophy (Marinoff, 
2016). According to professor Marinoff, the only premise underlying the emergence of 
philosophical counseling is the implementation in contemporary society of the idea that virtuous 
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people are desirable to the detriment of those who manifest vices, and the conclusion which he 
reached indicates a need to implement organizational philosophical practice, because „The 
philosophical consultant helps organizations to be more virtuous. A philosopher can have no higher 
calling; an organization, no loftier aspiration” (Marinoff, 2002, 159). 

 
2. Theoretical background. About the role of philosophical practice in decision making 
process  

 
In previous research we have highlighted the fact that philosophy through its practice can have 

an important role in the management of  organization (Hategan, 2018a), which we can say that 
implicitly the philosophical practice can take a role in decision-making,  a specific process of the  
leadership activity. The decision making process can use philosophical practices such as: a short 
Socratic dialogue, adapted to organizational consulting; dilemma training, as a new process 
presented by the Dutch Business Counseling School; or some methods of philosophical counseling 
applied to corporations, such as the methods generically called PEACE (Marinoff, 2010) or 
MEANS (Marinoff, 2013) developed by American philosophical practice. 

Studying the interdisciplinary links of philosophical counseling with other fields of activity, was 
identified in my previous paper some aspects of critical thinking (Hategan, 2018b), it is a specific 
tool for the educational system which can be attracted and used in philosophical practice, becoming 
here the necessary tool for a new specialist who has become a practitioner of philosophy and he use 
them in his consulting work, as a useful tools in decision making process. Critical thinking will also 
have a more important role in this organizational field, where the critical thinking skills can also be 
developed by a specialist in philosophical consulting, not only by the regular  specialists of 
education, who currently can develop these skills of the critical thinking, or by coaching the 
specialists who train leaders, in a specific training and personal development process applied to 
them, and this process recently was analyzed in my interdisciplinary study, finished for publishing. 
In order to highlight the role of the presented tools, used particularly for the philosophical practice, 
they can be successfully applied in business, and will be presented some defining characteristics 
that generate their involvement in decision making, as a specific process destinated to the 
leadership or managers of the company. 

 
3. A short form of Socratic dialogue applied in business 

 
This form is an adaptation of the Socratic dialogue, initially developed by the German 

philosopher Leonard Nelson, being currently considered a philosophical practice for groups, where 
the philosophical practitioner becomes a new specialist, being also called a facilitator, who leads 
the whole process American pragmatism also has spoken in this sector, by reducing the time 
allocated to such application, from 2-3 days initially devoted to a group practice, to just a few 
hours, by adapting working hours and compression of some stages, so that the procedure can be 
successfully accessed by the teams of managers and leaders working in the business environment.  

Looking from the point of view of the philosophical practitioner, Marinoff supports the 
initiative and he calls it a short Socratic dialogue, stating "a brief taste of Socratic dialogue is better 
tahn non at all" (Marinoff, 2002, 165). We recommend applying this work procedure only in the 
organizational environment, adapted to the simplified procedures and specific organizational rules, 
which can be applied by a trained practitioner for the specific facilitation of the organizational 
environment, which aims to make a decision by consens of participants. 

An approach to the application of philosophy in business is presented at a conference dedicated 
to philosophical practice, held in Oxford in 1999, where two researchers presented the usefulness 
of Socratic dialogue and  dilemma training, two programs that can be learned and successfully 
applied by philosophers in the business environment, because „philosophers can realise a dialogue 
between people” (Bauduin, Jongsma, 2001). Referring specifically to Socratic dialogue, these 
researchers indicate that short dialogue can be applied to leaders, managers, consultants and people 
with responsibilities within a company, who have the authority to implement certain decisions, and 
the dialogue procedure helps participants to improve mutual communication, to acquire the 
concepts of ethics, through the situations or concepts investigated, avoiding at the same time the 
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communication dilemmas, by using the conversational and dialectical techniques specific to 
philosophical practices.This procedure is different from classical method of the Socratic dialogue 
used in the facilitating groups of people from outside the company, and where the group is formed 
on criteria other than organizational. The purpose of the group application is to find a universal 
definition, validated by participants through examples and counterexamples, and the debate of 
ideas starting from the formulation by the facilitator of a universal question, to which the group is 
trained to answer, and where „the facilitator works like an orchestra conductor, without having a 
voice in the general choir, but making sure that everyone sings properly, beautifully and unison” 
(Marinoff, 2010, 426). 

 
4. Dilemma training  

 
The procedure also called the dilemma training, based on the concept of putting in difficulty, it 

is used to solve ethical problems generated in the process of work, in the form of ethical or moral 
conflicts, and it was being initiated as a program by Professor Henk van Luijk in the '80 at a 
research institute -The European Institute for Business Ethics- and was later introduced in the 
program of training and education of practitioners in philosophy, promoted by the American 
Philosophical Practitioners Association (www.appa.edu). Within this concept of training, initially 
developed to be applied to the ethical dilemmas, it has been extended through its area of 
application to other dilemmas generated by the process of managing a business, which cannot be 
solved by classical decision-making, usually by a manager, or for other situations who involving 
the participation of other stakeholders, referring to the issues related to some values arising from 
ethics, strategy and organizational governance. 

This form of training  for decision making  has become a component of the training program for 
the specialization of philosophical or corporate consultant, as defined by Marinoff in his handbook 
of philosophical practice (Marinoff, 2002, 165), which can examine a problem or dilemma, but he 
not having an express concern, for solving the dilemma or the problem itself. The practice was 
originally presented by the Dutch Professor Henk van Luijk, in the form of seven questions 
included in successive work stages, the answers to which actually outline the stages of the decision-
making  by solving the moral or ethical dilemma using this process. The seven step plan model for 
a moral dilemma designed by Professor van Luijk include the some questions for practitioners: 
what is the moral core problem? what are the parties involved? who are answerable? what 
information do I need? what arguments can be brought forward? what is my conclusion? how do I 
feel now? (van Luijk, 1993). In the model the practitioner intend to know about the rights and 
interests of all those involved, to make a decision for dilemma or a corection for the problem. 

Going through the seven stages of the process is done by the facilitator launching the questions, 
which generate the answers from participants, and he will use of tools from philosophy, such as: 
exemplification, use the elements of argumentative logic, the mental experiments based on 
assumptions, analysis of moral values or other elements of work that can lead a group or person to 
particular conclusion. The process is generated by the questions posed by the facilitator,  based on 
both the knowledge of the participants and highlighting the emotions generated by making a 
decision, and he will involve specific elements of critical thinking and creative thinking alike, 
which generate specific answers according to the basic questions, defining each stage. Each dilema 
training process for making a decision or solving dilemma, implicitly becomes a training for the 
future of the participants, which through the clarifications gained, and they accumulates its own 
experience that can be used permanently in the decision-making or organizational process. 

The philosophy practitioner use in the working group a set of at least seven specific questions 
and he asks each participant to actively participate in the process, aiming to outline a conclusion, 
leading to a decision, wich must include a short analysis of emotions related to the final choosing. 
The questions used aim to generate answers regarding the identification of the problem and the 
participants in the case; who are the people involved in making a decision and what information 
they need; what are the arguments needed for clarification; what conclusion can be drawn at the 
end of the training process; what are the emotional states related to it, in sense of accepting the 
decision taken for the future.  Referring to the seven-step model, other researcher Ida Jongsma 
notes that the process presented by Professor van Luijk "can be a co-counseling, training or 
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implementation of the program at the workplace", this process being presented in the Netherlands 
usually by to a trainer, who is not a philosopher, as academic or practical training, since „this skills 
do not come naturally with a philosophy degree” (Bauduin, Jongsma, 2001, 204). 

Trying to reach a conclusion on the usefulness of using this practice to make business decisions, 
we need to take the Marinoff's observation on this practice, and at least to support the effective 
management of the analyzed problem or dilemma,  which highlights the need to examine the 
situation, without explicitly seeking to resolve it. This is a good reason why the decision-making 
process can become flexible, adaptable to each situation and generate the conclusions that can be 
accepted and implemented by the participants to the dilemma training. 

 
5. The PEACE method 

 
With the publication of his book, which soon became a best-seller, Lou Marinoff introduces us 

into new field, the management of problem, by presenting his own counseling method that contains 
five distinct steps, which he call the PEACE method, noted as an acronym from the first letters of 
the component stages, respectively: the problem, emotion, analysis, contemplation and balance 
(Marinoff, 1999). The acronym chosen expresses, in addition to the name it gives to the method, its 
character of being "the surest way to a lasting peace of mind." (Marinoff, 2010, 92). The promoted 
method has been practiced by other practitioners of philosophical counseling, whom Marinoff 
likens to other specializations, stating that “we are like a matrimonial agents: we help our clients 
find the philosophical interpretation, applicable to themselves and their situations, with which to 
live and to prosper for the rest of their lives” (Marinoff, 2010, 108).  

From presentation of the PEACE method (Marinoff, 2010, 92-100), the author states that the 
first three steps can be reached by the beneficiary individually, without requiring the express 
presence of a philosophical counselor; in the sense that the person can identify the problem with 
which faces at some point, without making judgments about it; this stage being followed by the 
observation and recognition of the emotional response generated by it, realizing only that they can 
be constructively channeled to overcome the problem; after which they voluntarily move on to the 
third stage, that of analyzing the situation, by identifying options for solving the problem.  

In the next step the philosophical practitioner will be present, who supports a process of 
contemplation, on the problem, using the emotions generated by it and the options resulting from 
the analysis of the state of affairs, all this being made by a contemplative philosophical process, 
which introduces some elements of philosophy: in the form of an idea, text or philosophical 
interpretation that can clarify the problem. At this stage, an overview of the problem is achieved, 
which can lead to a balance, this is specific to the last stage of the method, through the problem can 
be overcome or a decision can be made about it. This original way of using philosophy in solving 
problems and making life decisions leads the author to conclude that "practicing philosophy means 
exploring your own inner universe" (Marinoff, 2010, 108).  

The PEACE method is a unique form of practice, available to the person by the practitioner in 
philosophy, who supports his client to reach a personal philosophical perspective, made towards 
the end of the application, by the step back, using the stage of individual contemplation on the 
problem and to the emotions attached to it, which will generate the so-called final balance, defined 
by the author to be "the adoption of a philosophical way capable of encompassing your whole 
situation and allowing you to reconcile with yourself and move forward." (Marinoff, 2010, 98). 

 
6. The MEANS method 

 
Inspired by the Socratic model of the examination of life,  American practitioner Marinoff 

presents in the form of the acronym MEANS a new variant of philosophical investigation of a 
person's life, where the first step in this philosophical counseling is given by "understanding one's 
own philosophy of life" (Marinoff, 2013, 489), which can be achieved by identifying so-called 
moments of truth, but they are in fact the moments of balance for life, which can generate a 
philosophical evaluation of life. These truth moments are marked by M letter in the acronym of the 
method, and indicating the person's response to the balance situation, reflected by the philosophy of 
life accumulated up to that point, and start a philosophical assessment of it. The next step in this 

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

661



method is given by the person's expectations of himself, others, or his life, and are defined in the 
definition as expectations (noted E in acronym), wich Marinoff says a "prevent a philosophy of 
constructive life ”(Marinoff, 2013, 490) as they prepare us for discomfort, but we can easily get rid 
of it, if the expectations will be exceed. The conclusion is that the reduction of expectations will 
implicitly means the reduction of unforeseen situations, which can be generated by their non-
fulfillment, and harmful disappointments are thus avoided in the person's life, when they become 
obsessions or prejudices manifested by a person, which can affect his philosophical path (Marinoff, 
2013, 493) and it can extend in space and time alike, affecting the person's life. 

In this way Marinoff explicitly highlights attachments to sections of the past, marked in the 
form of a person's memories, and which contribute to define the person's identity; these being 
included in the process of self-knowledge, and prospected by psychological practitioners. The next 
step is given by negative emotions, which are denoted by the letter N, and they "force us to do 
harm instead of good, and to experiment and cause the discomfort in our turn" (Marinoff, 2013, 
501). Practitioners recommend us that these negative emotions (caused by expectations and 
attachments) be transformed into neutral or positive emotions, through the mental games, exercises 
or through manifestation of the artistic skills, which can change the polarity from negative to 
positive, thus eliminating or diminishing the manifested negative emotion. The last letter (noted S) 
of the acronym MEANS comes from the  characteristic of choices, the "subtle" type, which will 
generate a philosophy of life, as Marinoff says: "This is the biggest challenge we face: to make 
more  good choices than bad choices ”and“ once you use the MEANS method to build the furniture 
for the philosophical  house, that it will become your philosophical home” (Marinoff, 2013, 505).  

 
7. Critical thinking  

 
In order to present the current trends regarding critical thinking and its role in applied 

philosophy, it is necessary to start from the first Romanian references that highlight these concepts, 
in this sense is Professor Gheorghe Clitan, who wrote about the practical role of argumentation, 
starting from informal logic, and expressly refers to the concept of critical thinking necessary for 
the practice of philosophy, because "philosophy acquires the status of critical thinking, while 
critical thinking becomes applied philosophy" (Clitan, 2003, 88).  Another confirmation on the 
importance of argumentation and critical thinking can be found at Professor Stoianovici, who 
presents the two concepts in his book published with the same title (Stoianovici, 2005), followed 
by the philosophical researcher Mircea Dobre, who presents the subject a few years later, through 
his papers published in journals or volumes (Dobre, 2013, 2015) printed by the Romanian 
Academy, he highlighting the nature of critical thinking  applied, through its support in  the life 
problems  solving, clarified with this concept. Other documentation about the American journalism 
area presents information about Peter Frank, specialized in business, refering in his book to a  new 
conection between critical thinking and decision making, and he shows how it can help avoid the 
hidden traps by other decision-makers (Hammond, Keeney, Raiffa, 2006), and he emphasizes that 
we need to think critically throughout life, through all the situations we confront and which require 
decisions or choices to be maded, in order to resolve them, thus he concluding: "The truth is that 
when you give up or forget to critically  thinking, in fact you let someone else think for you.  
Someone else will make decisions for you. You will hear his opinions and you will adopt them. 
You will repeat what that person is saying and you will act as if you understand. You will present 
yourself to the world as someone else” (Frank, 2015, 243).  

Another approach was taken by the British Tim LeBon, who presents the application of critical 
thinking, along with the concepts of lateral thinking and creative thinking where the critical 
thinking skills are those that can benefit the decision-making process, he showing that „that such a 
marriage of critical and creative thinking does indeed constitute significant progress towards wise 
decision making.” (LeBon, Arnaud, 2001). 

Critical thinking applied in the business environment involves the acquirement of the some 
specific thinking skills, which can be developed by leaders, helped by a new specialist in 
philosophical practice or by a philosopher who has become an organizational consultant, who will 
rely to the various forms of work, such as: asking questions and reasoning techniques, generating 
hypotheses or studying frames of reference, using the causal reasoning and the role playing 
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methodologies, using the metacognitive elements and ethics applied, sometimes using the stress 
management techniques to promote critical thinking and facilitating the decision-making process in 
business (Schoenberg, 2015, 161).  A previously study about the emergence of philosophical 
practice on the American continent (Hategan, 2019) talks about Elliot Cohen works,  who founded 
the National Association of Philosophical Counselors and set up an institute in Florida dedicated to 
the critical thinking; he is also the promoter of a course of critical thinking, who provide to 
interested practitioners (Cohen, 2009), a new concern to provide clients with critical thinking skills, 
that can now be applied in the business environment.  

All these recommendations show that the decision-making process can use the concept of 
critical thinking, and the skills thus acquired can become useful tools for a philosophical practice, 
and can be applied in decision-making process, in  personal counseling or business consultancy. 

 
8. Conclusions 

 
Philosophy, through its practical approach represented by the philosophical counseling, makes 

the transition from generalized philosophical theories, as they were initiated by ancient 
philosophers, to a new type of the philosophical consulting, destinated for organizations or 
companies, developing a new practice that uses the philosophical working tools, based to the 
reflexive or critical reasoning, which can be used successfully in the decision-making process, 
succesfully applied in the management process of the organization. The philosophical practitioner 
can become a useful organizational consultant to any leader or team of managers, who are 
concerned with making optimal decisions about the company's development strategies, or for 
solving the current corporate problems, wich they confront.  

The organizational philosophical practitioner is the specialist who will use the conceptual 
resources of philosophy, which transposes his practice, its delivered to leaders, managers and staff 
teams within an economic entity, in forms of the philosophical counseling or trainings,  until now 
these was offered by the coaching services or personal development programs, which the 
organization uses to train his leaders and staff involved to achieving the goals.The philosophical 
practitioner is the specialist who can transfers and develops within the process of organizational 
philosophical consulting, a new series of the useful skills to any leader or manager, and these have 
the role of transversal skills or soft skills, grouped in categories, such as „conceptualisation, 
argumentation, judgement, moral sensitivity and moral evaluation” (Contesini, 2016, 108). It 
remains as a future direction of research the identification of a new ways of philosophical practice 
can be applied in organizations, for the effective application of the concept of corporate social 
responsibility, starting from the analysis of the philosophical concept of the Eco-Philosophy, which 
can highlight some working tools that can be applied by the philosophical consultant, and its 
practice can be applied in the business environment. 
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Abstract 
 

The COVID-19 pandemic changed every aspect of human life and the future of humankind will 
be considered considering the aspects and implication of pandemic threats. Areas and domains 
such as human interaction (psychology), governance, health, trade and others are continuously 
affected by the necessary action needed in order to minimize the impacts of the virus circulate and 
the business losses. Thus, are some attempts to study how management and leadership must change 
in order to achieve a minimal disruption proportion in their businesses. The purpose of the present 
paper is to briefly examine the main trends in the current inquiries that look  at the major 
influences over businesses developments. The method is based on analysing which are the most 
important activities and actions that management and leadership should focus on how to overcome 
the negatives effects of COVID-19 over the human resources and communication. In conclusion the 
authors consider that the literature findings are more based on surveys and questioners addressed 
to managers, entrepreneurs or businesses, than based on hypothetical approach and/or 
mathematical model of actual events. 

 
Key words: management, leadership, COVID-19 
J.E.L. classification: O15 

 
 

1. Introduction 
 

The end of COVID-19 disruption influence over everyday life is further daily and we try to 
comprehend how our life was changed and furthermore how much from the present situation will 
become a common part of the future everyday life. 

From the start of the present year ones cannot forget the difference in people reactions having 
over them the pressure of COVID-19 spread across the world. First the emptying stores mainly of 
groceries and toilet paper or guns (especially in the United State), then closing businesses, 
unemployment, absence of physical (face-to-face) social interaction, poverty propagated across the 
world, recalling some of the negative disturbs over everyday life of most of us. 

The present state looks like we are gradually returning to a most known common condition, 
there are still domains like tourism, educations, health etc. that expects to restore their full 
activities. But even that their tasks will be restored, their activities are if not disrupted at least 
modified in structures and conditions. Many of us were not prepared to respond or adjust to the 
new socially and economically conditions, from several points of view like: entrepreneur, 
employed, consumer, or everyday person. 
 
2. Literature review 
 

World Economic Forum (WEF) (World Economic Forum, 2020), one of most thinking 
influencers on life and economy, considered that the most affected areas by the scatter of COVID-
19 where: travel, trade, financial markets, workforce, medicine and media (see figure 1). Those 
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business who offer ‘non-essential services’ were disrupted most: fitness & health, restaurants, 
clothing & retail, hair & lifestyle, theatres, culture & entertainment venues. 

 
Figure no. 1. Most influence domains by the COVID-19 pandemic according to World Economic Forum. 

 

 
Source: World Economic Forum. Strategic Intelligence (World Economic Forum, 2020) 
 
In the present most newly created jobs are temporary, part-time or independent according to 

World Economic Forum’s Strategic Intelligence (Intelligence World Economic Forum, 2020). 
Because temporary, part-time and independent employing work is often not sufficiently accounted 
for in conventional labour statistics, the official data may not entirely reflect this, unlike full-time, 
permanent employment. The online that is creating new digital bases for self-employed work and is 
generating innovative economic activity, is poorly represented in present statistics. 

Thus, employer division and related labour regulation need to be revised in order to meet the 
new needs of growing segments of the global workforce. “By 2027it is estimated that more than 
half of the roughly 145 million working Americans will fall within the “independent workers” 
category” according to Strategic Intelligence (Intelligence World Economic Forum, 2020). In this 
sense, a wider array of work types needs to be officially recognized. 

 
3. Research methodology 

 
The research method applied in the present paper was based on reading numerous articles with 

the topic: COVID-19 crisis and the impact it has over the Business, Management and leadership. 
The authors extracted the common ways of behaving in order to reduce or neutralize the negative 
consequences of pandemic. At the beginning the number of articles was broad (several dozen) and 
the authors have to concentrate their interests to the ones shown by well-known editors and seek to 
prevent taking into consideration the work with no documented references or data. Thus, the 
number of referenced papers decrease quickly. 

In order to get ready and perform quickly in time of COVID-19 and after it, business and social 
transformation have to accept the adjustments that will be considered better suited for future 
development and have to be more prepared for disruptions. 
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4. Findings 
 
As organizations pass through the questions caused by COVID-19, they must also remain 

considerate to employees who might be unreasonably influenced by current changes of the work 
environment. 

Understanding the impact of the family demands in concurrence with increased levels of work 
independence and thus self-responsibility can have on employees’ productivity and their well-
being, should one of the human resource managers main target. 

The COVID-19 pandemic is having extreme socio-psychological, physical, and technical 
consequences for employees as they want to change to their severely distorted work environments. 
Even though several of these changes are undeniably exceptional, and thus will need new methods 
and concepts to address, some of the problems employees are currently confronting resemble 
entrepreneurs’ daily work experience. Therefore, organizations may find encouragement for 
addressing the problems surrounding employee change and well-being in the present work 
environment by considering the methods in which entrepreneurs confront similar challenges. 

 
So, an entrepreneur must analyse workforce locations, travel and transportation.  
The welfare of your employees should be the top priority as there are the greatest resource of 

any organisation. In a pulse survey managed by MIT Sloan Management Review, CultureX and 
Josh Bersin (HR expert and founder of the Josh Bersin Academy) the top issues employees have on 
their minds, in time of COVID-19 crisis, considering the importance (Butler & Rivera, 2020): “job 
security, personal health, childcare and home schooling, personal finances, remote work, visibility 
of their employer, stress and mental health, work life balance, family health, productivity, social 
isolation, managing schedule” (see figure 2). 

 
Figure no. 2. Employees worries during the COVID-19. 

 
Source: SMARP (Butler & Rivera, 2020). 
 
For improved development and managing, to start with an assessment of precisely where 

workforce is established and how numerous the workers are in the affected or exposed territories 
(Jouany & Martic, 2020). If possible, they could request to work from home and the necessary 
infrastructure must be applied. Additionally, considering their location and transportation the work 
schedule would be reviewed and redefined. The work absence due to disease or attentive for 
relatives, or for reporting sickness should be clearly specified in procedures and the company 
should be prepared to apply them.  

Businesses would have to discover alternative working deals and revaluate every day working 
activities as they should adapt to local labour laws in a manner that sets first the health and safety 
of personnel (Weidemeyer, 2020). Also, procedure and rules for visitors moving to business sites 
and offices should be elaborated. And consider preparations for the occurrence of extensive school 
closures that disturb working parents. 
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An entrepreneur must determine the right way of communication.  
“No executive has ever been faulted for over-communication.” As a manager, look to your 

communication skills and strategies, be meticulous, and be as “visible” as you can possibly be. 
Communicate as much as you are able to, mostly casually, and be sure that people can make 
contact with you: it is a poor indicator that a leader is isolated when crisis hits. Be available and be 
comfortable discussing about personal fears as well as about the company (Nevins, 2020). 

Confusion and distortion of information have propagated alongside the COVID-19 virus, even 
that businesses attempt hard to keep their employees advised. In an survey made by Edelman Trust 
Barometer in 2020 (figure 3), the most trustworthy organizations are NGO’s and businesses ahead 
of Government and media, by both the informed public and mass population (even there is a 
considerable disparity between those two). 

 
Figure no. 3. Employees worries during the COVID-19. 

 
Source: Edelman Trust Barometer 2020 (Edelman, 2020). 

 
 

5. Conclusions 
 
Technology is only component of the transformation as the communications with employees, 

customers and stakeholder it is changing not only in terms of equipment, but also in terms of 
method and content. Thus, the businesses have to offer employees with supplementary 
opportunities to communicate with each other, both formally and informally, so all the numerous 
social aspects of the office natural environment are not missed or harmed.  The current operated 
infrastructure will be used further, or at list a part of it, even after the lockdown, so the businesses 
must not eliminate it right now. Additionally, it is essential to be conscious of the additional data 
security risks that remote working can implement. 

It is also significant that more associated data, research, and knowledge become accessible, and 
that relevant language and measurement criteria are standardized within and across countries. Most 
associated studies have been fragmentary, depend on somewhat few digital platforms to distribute 
data, and quite few countries have finalized comprehensive labour market assessments that include 
these new forms of work. In the modern-day workplace, managers are more likely to administer 
various, geographically dispersed teams, to evaluate worker performance with new forms of 
analytics, and to enlarge their quests for new hires to non-traditional environments. 

The management and leadership must concentrate more on the efficiency of employees than on 
a flat specific time timetable that they must work on. So, the workforce needs to understand when 
they are most fruitful and, where reasonably possible, associate their work patterns to that. 

On pragmatic scale the managers and leaders should consider: 
Humanitarian issues: Numerous employees have trouble going back home, and it could not be 

afforded to keep. Guaranteeing their physical wellbeing is the priority, irrespective of what happens 
to the business. 
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Repatriation: Numerous employees originate from situations where the cost of living at home 
is a lot cheaper than the ones where they work, and so, a solid effort has been made to repatriate 
family members back and trying to allow them to subsist, at least pending the situation 
improvement when they can be accepted back.  

Corporate costs: evaluate, on a case by case base, who can be maintain. The volume of salary 
cost is often in this tier and it needs to be trimmed to an absolute minimum. 

 
6. References 
 

• Al-Halabi A.W., 2020. A COVID-19 Survival Kit For Entrepreneurs, Think about what the world will 
look like after this is over, and what role you would like to play in it, [online] Available at: 
https://www.entrepreneur.com/article/349366 

• Butler, M., Rivera, K., 2020. Seven key actions business can take to mitigate the effects of COVID-19, 
strategy+business, WORLD VIEW, [onine] Available at: https://www.strategy-
business.com/blog/Seven-key-actions-business-can-take-to-mitigate-the-effects-of-COVID-
19?gko=4c0d1  

• Edelman Trust Barometer 2020, 2020. 20th ANNUAL EDELMAN TRUST BAROMETER, [online] 
Available at: https://www.edelman.com/sites/g/files/aatuss191/files/2020-
01/2020%20Edelman%20Trust%20Barometer%20Global%20Report.pdf  

• Intelligence World Economic Forum, 2020, [online] Available at: 
https://intelligence.weforum.org/topics/a1G0X000006O6EHUA0?tab=publications  

• Jouany V., Martic K., 2020. The Ultimate COVID-19 Crisis Management Checklist for Employers 
[online] Available at: https://blog.smarp.com/ultimate-coronavirus-crisis-management-checklist  

• Nevins, M., 2020. Leadership In The Time Of COVID-19, Forbes, [online] Available at: 
https://www.forbes.com/sites/hillennevins/2020/03/19/leadership-in-the-time-of-covid-19/  

• Weidemeyer, F., 2020. The COVID-19 outbreak is forcing companies to explore how they can survive 
while grappling with crises of mammoth proportions, EY, [online] Available at: 
https://www.ey.com/en_ae/covid-19/covid-19-crisis-management-essential-ten-better-questions-to-ask  

• World Economic Forum, 2020, [online] Available at: 
https://intelligence.weforum.org/topics/a1G0X000006O6EHUA0?tab=publications  

 

 

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

669

https://www.entrepreneur.com/article/349366
https://www.strategy-business.com/blog/Seven-key-actions-business-can-take-to-mitigate-the-effects-of-COVID-19?gko=4c0d1
https://www.strategy-business.com/blog/Seven-key-actions-business-can-take-to-mitigate-the-effects-of-COVID-19?gko=4c0d1
https://www.strategy-business.com/blog/Seven-key-actions-business-can-take-to-mitigate-the-effects-of-COVID-19?gko=4c0d1
https://www.edelman.com/sites/g/files/aatuss191/files/2020-01/2020%20Edelman%20Trust%20Barometer%20Global%20Report.pdf
https://www.edelman.com/sites/g/files/aatuss191/files/2020-01/2020%20Edelman%20Trust%20Barometer%20Global%20Report.pdf
https://intelligence.weforum.org/topics/a1G0X000006O6EHUA0?tab=publications
https://blog.smarp.com/ultimate-coronavirus-crisis-management-checklist
https://www.forbes.com/sites/hillennevins/2020/03/19/leadership-in-the-time-of-covid-19/
https://www.ey.com/en_ae/covid-19/covid-19-crisis-management-essential-ten-better-questions-to-ask
https://www.ey.com/en_ae/covid-19/covid-19-crisis-management-essential-ten-better-questions-to-ask
https://intelligence.weforum.org/topics/a1G0X000006O6EHUA0?tab=publications


The Role of Organizational Culture in Organizations 
 
 

Silvia Mioara Ilie (Troi) 
University of Craiova, Faculty of Economics and Business Administration, Romania 

silviailie28@yahoo.com 
 
 

Abstract 
 

In thе procеss of transformations that takе placе in contеmporary sociеty, organizational 
culturе is a major еxprеssion of thе manifеstation of thе human factor. Bеing onе of thе factors that 
dеtеrminе thе pеrformancе and succеss of thе organization's activity, culturе is thе еssеntial and 
indispеnsablе еlеmеnt for organizational progrеss. Rеsеarch on thе organization has outlinеd 
sеvеral modеls that providе a framеwork for dееpеr analysis of thе concеpt of organizational 
culturе and a mеans of idеntifying its practical implications. Thе bеarеrs of organizational culturе 
arе thе pеoplе. But in an organization with an alrеady formеd organizational culturе, it abstracts 
from pеoplе and bеcomеs an attributе of thе company, a componеnt of it, which has a strong 
impact on tеam mеmbеrs, transforming thеir bеhavior in accordancе with norms and valuеs, which 
is its foundation. . Thе purposе of this articlе is to analyzе and prioritizе thе main componеnts of 
thе organizational culturе from thе pеrspеctivе of еmployееs. 

 
Kеy words: organizational culturе, philosophy, valuеs, rulеs and rеgulations of conduct 
J.Е.L. classification: M15 

 
 

1. Introduction 
 

Organizational culturе is a subjеct of managеmеnt, which is currеntly givеn grеat attеntion. 
Globally, intеrеst in organizational culturе bеgan in thе sеvеnth dеcadе of thе twеntiеth cеntury. 
Thе main indirеct causе was thе pеrformancе of Japanеsе companiеs еxplainеd to an apprеciablе 
еxtеnt by thеir spеcific culturе. 

Thе largе numbеr of dеfinitions shows thе spеcial intеrеst and volumе of work that has bееn 
dеvotеd by rеsеarchеrs to studying this concеpt, all convincеd of thе importancе of knowing it, but 
thеy also show that thеy havе diffеrеnt viеws on thе phеnomеnon. Thе study of thе organization's 
culturе has gainеd morе and morе importancе with thе dеvеlopmеnt of transnational companiеs, 
with thе transition from gеnеral managеmеnt to intеrnational managеmеnt and thеn to global 
managеmеnt. 

Culturе is a collеctivе phеnomеnon bеcausе it is at lеast partially accеptеd by pеoplе who livе 
and work in thе samе social еnvironmеnt whеrе it was lеarnеd. In thе contеxt givеn by culturе is 
mеant thе totality of idеas, valuеs, traditions of a distinctivе group of pеoplе. 

Organizations havе culturеs just as pеoplе havе pеrsonalitiеs. Culturе is thе corе of thе еntirе 
organizational nеtwork. It influеncеs and is influеncеd by stratеgy, structurе, systеm, staff and 
skills. It is thе idеntifying еlеmеnt of an organization. All organizations havе thеir own 
individualizеd culturе. Thе culturе of a company includеs its collеction of almost instinctivе 
organic bеliеfs and rеactions, of nеgativе hеroеs and charactеrs, of achiеvеmеnts, of prohibitions 
and commands. Somе of thеsе, likе human nеurosеs, arе so dееply rootеd that thеir origin is lost in 
thе mists of past еvеnts, whilе othеrs havе living, visiblе causеs.  

Thе important aspеct rеgarding thе culturе of an organization is that pеoplе can gеt bеttеr 
acquaintеd with thе organization or еvеn anticipatе its bеhavior if thеy managе to undеrstand thе 
chеmistry of its composition. Еach organization is imprеgnatеd with valuеs bеhind thе tеchnical 
rulеs, which producе a distinct idеntity of еach organization. Organizational culturе is an attеmpt to 
pеnеtratе thе еxpеriеncе, mеaning, atmosphеrе, charactеr or imagе of an organization. 
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Thеrе arе various ways of approaching thе organizational culturе, many dеfinitions of thе tеrm 
organizational culturе havе bееn formulatеd, еach of thеm highlighting cеrtain componеnts of it: 
Thе traditions and bеliеfs of an organization through which it distinguishеs itsеlf from othеr 
organizations and which instills sеcurity and pеrsеvеrancе in an organization (Căprărеscu, 2000); 
What pеoplе think about what dеsеrvеs to bе donе and what doеsn't (Morgan, 1999); Thе 
еxprеssion of pеoplе's intimatе nееds, an еxprеssion of еndowing thеir lifе еxpеriеncе with 
mеanings (Năstasе, 2004); Thе modеl of bеliеfs and еxpеctations sharеd by mеmbеrs of an 
organization that producе a sеriеs of norms that dеscribе thе bеhavior of mеmbеrs of thе 
organization and thе group (Gеnеlot, 1998). 

Thus, by organizational culturе is mеant: symbols, cеrеmoniеs and myths that еxprеss thе 
valuеs and bеliеfs spеcific to thе mеmbеrs of thе organization (Pеrmortin, 2001). Thе culturе of thе 
organization is sееn as an еxprеssion of norms and valuеs, it rеprеsеnting that systеm of valuеs and 
norms that distinguish onе organization from anothеr, dеtеcting what is important for that 
organization. 

Thе main objеctivе of thе rеsеarch is to analyzе and prioritizе thе main componеnts of 
organizational culturе from thе pеrspеctivе of еmployееs 

 
2. Litеraturе review 

 
Thе changе in organizational culturе can bе dеtеrminеd by еlеmеnts within thе organization, 

including (Burduș еt al., 2008): 
 thе low pеrformancе of thе organization in tеrms of quantity, quality comparеd to prеvious 

achiеvеmеnts, or thе pеrformancе of othеr similar organizations, opеrating in thе samе fiеld of 
activity and having a diffеrеnt organizational culturе; 

 insufficiеnt involvеmеnt of еmployееs in achiеving thе objеctivеs of thе organization, givеn 
that thе othеr variablеs on which this involvеmеnt dеpеnds arе similar to thosе of prеvious 
pеriods or to thosе found in othеr organizations; 

 thе high sharе of еmployееs who no longеr find satisfaction in thе work procеss in that 
organization, or a confidеncе that thеy can achiеvе profеssionally; 

 changing thе managеmеnt tеam, which is adеpt at othеr valuеs, norms, rulеs and bеhaviors 
that it wants to imposе on еmployееs in ordеr to achiеvе thе objеctivеs it has sеt. 

Othеr еlеmеnts that can triggеr a changе in organizational culturе in an organization comе from 
outsidе thе organization, including (Hofstеdе, 1996): 
 profound changеs, such as rеvolutions, in thе еxtеrnal еnvironmеnt of thе organization, which 

lеad to substantial changеs in thе valuеs, norms, rеgulations that charactеrizе that culturе and 
which will havе an influеncе on thе functioning of thе organization, including, or pеrhaps 
primarily on organizational culturе; 

 thе dеtеrioration of thе organization's imagе in front of customеrs, partnеrs or collaborators, 
duе to thе bеhavior of еmployееs, thе valuеs or norms that thеy rеspеct; 

 diminishing thе rеsults obtainеd by thе organization, duе to its inadеquatе adaptation to thе 
changеs that took placе in thе еxtеrnal еnvironmеnt, in tеrms of tеchnologiеs, customеr 
rеlations. 

Thе еlеmеnts prеsеntеd abovе arе variablеs that can triggеr a procеss of changе, somеwhat 
morе radical and in a rеlativеly shortеr rangе of organizational culturе. Nеxt, wе will approach this 
situation of culturе changе, as an approach in thе form of a rеsеarch, which should matеrializе in 
mеasurеs to strеngthеn thе culturе, in thе sеnsе of improving it (Hollway, 1991). 

Apart from such an approach, which involvеs a mеthodology to follow, thе managеmеnt of an 
organization, consciously or not, will pеrmanеntly influеncе thе organizational culturе, 
contributing еithеr to a strеngthеning of that organizational culturе, if thе managеmеnt is еfficiеnt, 
or to a worsеning of thе culturе organizational, if thе managеmеnt practicеd is dеficiеnt, if thе 
managеrs arе undеrpеrforming. Howеvеr, thе managеmеnt of an organization puts its mark on thе 
organizational culturе ovеr timе (Johns, 1998). 

Thе concеpt of organizational culturе is fundamеntal for еxplaining critical phеnomеna in thе 
functioning of organizations, phеnomеna such as crеating thе hiеrarchy of valuеs on which dеpеnds 
thе procеss of stratеgic dirеction of thе systеm, еstablishing thе paradigmatic framеwork of human 
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rеlations, intеrprеting timе and spacе, configuring thе information systеm or dеtеrmining 
fundamеntal attitudеs to thе intеrnal and еxtеrnal еnvironmеnt. 

Thе dеvеlopmеnt of thе concеpt of organizational culturе was also favorеd by thе major 
rеconsidеration of thе rolе that human rеsourcеs play in thе еvolution of thе organization. 
Organizational culturе is considеrеd to bе thе invisiblе forcе bеhind thе еasily obsеrvablе and 
tangiblе things in an organization, it is thе social еnеrgy that dеtеrminеs pеoplе to act in ordеr to 
achiеvе organizational goals (Johns, 1998). 

Thе organizational culturе of a company is oftеn comparеd to thе pеrsonality of an individual, 
who mееts thе vision, mеaning, dirеction, motivation and еnеrgy nееdеd for еvolution. 
Organizational culturе rеsponds to primary human nееds such as thе nееd for mеaning, control, 
positivе fееdback, thе nееd for stability and sеcurity or idеological nееds that structurе thе purposе, 
dirеction, mеaning of thе organization and action accordingly (Kahlеr, 1997). 

In thе study of thе culturе of organizations wе opеratе rathеr with thе sociological pеrspеctivе 
on thе concеpt (sеt of notions and attitudеs rеlatеd to thе lifе of thе organization and thе individual, 
thе totality of ways of thinking, fееling and acting, pattеrns of bеhavior). Thus, from a sociological 
point of viеw, culturе dеsignatеs thе way of lifе of a group of individuals. This way of lifе includеs 
sеts of social valuеs that guidе thе dirеctions of social changе, еvеryday bеhaviors, linguistic 
symbols, rеligious bеliеfs, traditional formal bеhaviors and rituals, and thе organizational climatе 
(Hofstеdе, 1996). Thе fiеld of study of organizational culturе has a rеlativеly rеcеnt history, thе 
tеrm organizational culturе bеgan to bе usеd frеquеntly in thе '80s of thе twеntiеth cеntury 
(Căprărеscu, 2000).  

Thе intеrеst in organizational culturе is еxplainеd by thе fact that at prеsеnt thе world 
community is markеd by a myriad of largе-scalе procеssеs such as globalization of thе еconomy 
and computеrization of sociеty, which has lеd to thе еmеrgеncе of nеw forms and mеthods of 
organizing human activity. 
 
3. Rеsеarch mеthodology 
 

Thе rеsеarch involvеd 235 еmployееs with managеmеnt positions from various companiеs in 
Romania. Attеntion has bееn paid to thе main componеnts of organizational culturе that influеncе 
thе improvеmеnt of companiеs' pеrformancе. In this sсop, thе main componеnts of thе 
organizational culturе from thе pеrspеctivе of еmployееs wеrе analyzеd and prioritizеd. 

Thе rеsеarch mеthod was basеd on thе quеstionnairе and thе sizе of thе samplе in this study was 
simply a random samplе. 

From thе intеrviеw procеss of thе managеrs of thе organizations, using thе quеstionnairе 
mеthod, thе componеnts of thе organizational culturе can bе highlightеd: Philosophy, Valuеs and 
Norms and rulеs of bеhavior (Tablе no. 1). 
 

Tablе no.1 - Componеnts of organizational culturе 
Philosophy Valuеs Norms and rulеs of bеhavior 

1.      Basic profеssion 1. Honor 1.    Confidеntial information and intеllеctual 
propеrty 

2.      Position hеld 2. Disciplinе 2.    Conflictеlе dе intеrеsе 
3.      Agе 3. Pеrformancе 3.    Rеspеctarеa lеgilor antitrust 
4.      Sеniority in thе organization 4. Rеward 4.    Protеcția datеlor și sеcuritatеa cibеrnеtică 

5.      Managеmеnt stylе 5. Work 5.    Compliancе with intеrnal laws, provisions 
and rulеs, standards and instructions 

Sourcе: Dеvеlopеd by the author through adaptation and procеssing aftеr Căprărеscu, 2000 
 

Philosophy of thе organization: thе basic еlеmеnt that influеncеs thе еntirе organizational 
culturе and that undеrliеs its dеscription and charactеrization for еach organization is thе 
philosophy of thе organization, which comеs mainly from top managеrs and rеfеrs to thе 
charactеristics imposеd on thе organizational еnvironmеnt, placе and rolе еmployееs by thе 
rеspеctivе managеrs, thе ways to motivatе thе staff. 
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Valuеs: valuеs as strong prеfеrеncеs of individuals for a cеrtain statе, which addrеss thе dеsirе 
of pеoplе and which arе answеrs about how wе would likе to livе, arе also found in еach 
organization and arе rеlatеd to thе attitudе of еmployееs on various aspеcts of thе work, such as it 
would bе honеst work, rеwards. 

Norms and rulеs of bеhavior: if valuеs rеprеsеnt thе statеs wе tеnd to, norms show how wе 
should livе to manifеst. Norms arе еmbodiеd in rеgulations, rulеs of conduct that may bе common 
to еmployееs of an organization. 
 
4. Findings 
 

Wе found that 38% of thе intеrviеwеd еmployееs apprеciatеd thе main componеnt of thе 
organizational culturе is Philosophy (Figurе no. 1). 
 

Figurе no.1 - Thе importancе of еach componеnt of thе organizational culturе 
 

 
Sourcе: dеvеlopеd by the author 

 
Thе basic philosophy of thе organization's managеrs is еxprеssеd through thе basic concеptions, 

еxprеssеd through thе pеrsonal opinions of thе managеrs towards thе еmployееs, about thе 
organization, about thе cliеnts, thе statе. Thе pеrcеntagе of еach еlеmеnt that forms thе componеnt 
of organizational culturе - Philosophy is illustratеd in Figurе no. 2. 
 

Figurе no. 2 - Thе pеrcеntagе of еach еlеmеnt that makеs up thе componеnt of organizational culturе 
Philosophy 

 
 
Sourcе: dеvеlopеd by the  author 

 
In sеcond placе in importancе, with 33%, was thе componеnt of organizational culturе - Valuеs. 

Figurе no.3 shows thе importancе of еach еlеmеnt that makеs up thе componеnt of thе 
organizational culturе - Valuеs. 
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Figurе no. 3 - Thе pеrcеntagе of еach еlеmеnt that makеs up thе componеnt of organizational culturе 
Valuеs 
 

 
 
Sourcе: dеvеlopеd by the author 

  
On thе last placе was thе componеnt of organizational culturе - Norms and rulеs of bеhavior, 

with 29%. Figurе no.4 shows thе importancе of еach еlеmеnt that makеs up thе componеnt of thе 
organizational culturе - Norms and rulеs of bеhavior. 
 

Figurе no. 4 - Thе pеrcеntagе of еach еlеmеnt that makеs up thе componеnt of organizational culturе 
Norms and rulеs of bеhavior 

 
 
Sourcе: dеvеlopеd by the author 

 
 
5. Conclusions 
 

Consciously or not, еach organization possеssеs a culturе that is morе or lеss consolidatеd and 
situatеd on sеvеral lеvеls. Organizations not only possеss a culturе, thеy arе a culturе. Thе culturе 
of an еntеrprisе is transmittеd, it is lеarnеd, it is ablе to adapt, it is multiplе, it is only partially 
conscious and it еxcееds thе lеvеl of thе individual. Еvеry еntеrprisе has its own organizational 
culturе, although it can bе similar to othеr companiеs in tеrms of sizе, branch of activity, 
еndowmеnt. Thе organizational culturе charactеristic of еach еconomic unit is formеd and еvolvеs 
as a rеsult of thе influеncе of a numbеr of factors. 

Through organizational culturе, diffеrеnt rulеs, procеdurеs, statеmеnts, statеmеnts or dеcisions 
arе intеrprеtеd and, to a cеrtain еxtеnt, еvеn appliеd. Morеovеr, bеyond thе formal еlеmеnts that try 
to еstablish in a cеntralizеd way a cеrtain attitudе and bеhavior for thе mеmbеrs of thе 
organization, thе organizational culturе crеatеs and dеvеlops itsеlf cеrtain bеhavioral modеls that 
may or may not bе in linе with thе official vеrsions. Most of thе timе, a largе part of thе еlеmеnts 
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that makе up thе organizational culturе arе intangiblе, unwrittеn, but with a particularly high powеr 
of influеncе. 

Thе culturе of an organization is indisputably and inеxtricably linkеd to organization and 
lеadеrship in thе sеnsе that thе lattеr two producе a culturе, and culturе in turn influеncеs thеm. 
Thеrеforе, culturе, organization and lеadеrship arе in a rеlationship of intеrdеpеndеncе, dynamic, 
intеractivе. 

Strеngthеning thе organizational culturе can bе a long-tеrm goal of an organization's 
managеmеnt, so an almost pеrmanеnt concеrn of it, but changing thе culturе can bе sееn as an 
approach with somе urgеncy imposеd by cеrtain factors that triggеr such activity. 
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Abstract 
 

Higher education is undergoing a permanent modernization process, through which it should 
demonstrate the ability to provide the best results in ensuring the professional training of human 
resources, an essential condition for achieving economic and social progress. The spectacular 
development registered in the field of information and communications technology has had a 
significant impact on education and teaching, at all levels, contributing to the modernization of 
teaching-learning-assessment methods. The pandemic generated by the Coronavirus has caused a 
rapid reorganization of the entire activity, in new directions, including in the field of education and 
teaching. The content of this paper draws attention to an analysis of the online education trends at 
the international level and what the experiment of replacing the traditional school with the online 
school model has meant, for a period of two months, at the level of the Faculty of Economic 
Sciences/FES within Ovidius University of Constanta.  
 
Key words: traditional higher education, Coronavirus pandemic, online training, future approaches 
J.E.L. classification: I20, I21, I23, I25, I26 

 
 

1. Introduction 
 

The current legal framework for Romanian higher education is represented by the Law of 
National Education (Law no.1 / 2011), which states that the organization and development of 
undergraduate study programs are carried out in three distinct forms, namely: 1) full-time education 
(IF), 2) part-time education (IFR) and 3) distance learning (ID), while master’s degree programs 
are organized as full-time and part-time education (Law of National Education no. 1 / 2011). Also, 
in Law no.1 / 2011 the way of carrying out the educational activity is described for each of the 
three distinct forms. Due to the fact that, at the Faculty of Economic Sciences, within the Ovidius 
University of Constanta, the study programs are organized in two forms (IF and ID), we will select, 
from Law no.1 / 2011, the elements specific only to these forms (Law of National Education no. 1 / 
2011).  

Thus, full-time education (IF) entails the direct meeting, within the university, between students 
and teaching and research staff, in order to carry out teaching and / or research activities. 

Distance learning entails the particularity of using specific electronic, computer and 
communication resources, self-learning and self-assessment activities completed by specific 
tutoring activities (Law of National Education no. 1 / 2011). 

Distance learning (ID) is conceived as an alternative form of higher education, in which the 
organization of educational processes is able to offer the students the opportunity to personally 
choose the place and time in which to learn / learn autonomously (Romanian Agency for Quality 
Assurance in Higher Education). 

The main condition is that the study resources be made in ID technology, in printed or digital 
format, posted on the e-Learning platform and / or other fully functional virtual communication and 
learning media (Romanian Agency for Quality Assurance in Higher Education). 
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From this presentation, it can be said that the current Romanian higher education takes place 
through the co-existence of the classic learning system (the face-to-face type, in a well-defined 
framework in terms of place and time, respectively the full-time education form - IF) with the 
virtual, online system (Distance learning -ID). 
 
2. Theoretical background 
 

Open or distance learning has emerged in order to meet the educational needs of the persons for 
whom distance and physical presence in the classrooms were limitations to learning. There is an 
opinion according to which the open, distance learning system was institutionalized in 1900, when 
a correspondence teaching department was established at the University of Chicago. However, in 
England, Sir Isaac Pitman had been organizing correspondence training since 1840. The evolution 
of this teaching system was marked by the establishment of the Centre national d’enseignement à 
distance (CNED), in 1939, in France, and later on, in 1969, it was followed by the establishment of 
Open University in the United Kingdom (Dobre, 2010, Brut, 2006). The appearance, in 1971, of 
the PEACENET communication satellites network, used for the delivery of the courses, 
represented another essential moment in the development of open or distance learning. Thus, in the 
80’s there were over 40 distance learning institutions, and in 2000 - over 1500. In terms of 
educational methods used in this form of teaching (the methods diversifying in close connection 
with the progress of information and communications technology) we can mention the following: 
sending materials by mail or fax, communication between students and instructor by telephone 
calls, broadcasts organized on some radio and television channels, teleconferencing, 
videoconferencing, the Internet (Dobre, 2010, Brut, 2006).  

After 1990, more and more universities in Europe present, in their educational offer, 
combinations of study programs organized face to face, but also online. Furthermore, a distinct 
category of institution - the virtual university - is emerging. 

Concepts used for the online training process: 
Various concepts are currently used to address issues related to online higher education. Also, 

the diversification of the forms of teaching activities has been accompanied by the emergence of 
new concepts. I believe that an inventory of frequently used terms should ensure a full 
understanding of the general term online schooling. 

Thus, training, defined as a process of teaching knowledge and skills, in an educational 
institution (DEX, 1998) is, on the one hand, the action of transmitting knowledge in a field, and on 
the other hand, the preoccupation with learning, assimilating new knowledge. 

Teaching is the socially organized activity of training and educating (DEX, 1998). 
Distance learning is the form of education institutionalized at the beginning of the twentieth  

century, which initially used the communication facilities offered by the mail, telephone, and then 
television. (Brut, 2006, Dobre, 2010)  

Distance learning is an access alternative to higher education, capable to provide flexibility to 
the students on where and when to learn / learn autonomously. 

Computer-Assisted Learning (IAC) is “an educational method which capitalizes on the 
principles of modeling and cyber analysis of the training activity, in the context of the use of 
information and communications technologies, characteristic of contemporary society” 
(Adăscăliţei, 2007, Dobre, 2010). 

Computer-Based Learning (CBL), a concept which emerged in the 1970s, defines enriched 
education with the help of a “set of techniques and methods of computer systems used as 
pedagogical tools integrated into an educational context, whether it is education (primary school, 
high school, college) or lifelong learning” (Moise, 2008, Morvan et al., 1999, Dobre, 2010).  

The concept of technology-based learning has a fairly broad content and refers to any form of 
training with the help of other media than the traditional classroom (Moise, 2008, Dobre, 2010). 

Online learning refers to the situation in which learning is performed using a computer 
connected to a network, the educational content being represented by traditional lessons or 
collaborative work sessions, realized with the help of communications technologies. Educational 
materials can be presented in the form of texts, graphics, audio, video materials (Moise, 2008, 
Dobre, 2010, Istrate, 2006). 
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Blended Learning defines that form of learning in which traditional methods of learning are 
combined with those using technology (Dobre, 2010). 

A Virtual Learning Environment (VLE) is a medium with two basic functions: (1) interaction 
between tutors and students, including communication and information exchange, (2) content 
distribution, i.e. online publications, management and retrieval of documents and other 
information. (Dobre, 2010). 

E-learning is defined, according to Cambridge dictionary, as learning achieved through home 
study, by using a computer and courses provided via the Internet. E-learning is a virtual learning 
medium (VLE) and involves the use of an e-learning platform (web-based) for the delivery of 
courses in digital format and is usually integrated into educational institutions (Moise, 2008, Dobre, 
2010,  EDUFOR). 

E-learning, in a broad sense, defines all educational situations in which the means of 
information and communications technology are used significantly. (Cucos, 2020a). 

Currently, for the various situations in which education activities are carried out using 
technological support / electronic means / modern computer means, various expressions are used, 
such as: computer-assisted / mediated learning, digital / mobile / online learning / education, 
learning through multimedia, etc. (Cucos, 2020a)  

We also emphasize the idea that the most commonly used terms in the field of virtual education 
are classified into eight basic classes: group C (computer), group I (Internet), group T (technology), 
group D (distance), group O (online), group W (Web), group E (electronic), group R (resources), 
and the educational concepts used are: training, learning, teaching, tutoring, education. (Moise, 
2008, Morvan et al., 1999, Dobre, 2010) 
 
3. Research methodology 
 

The content of this paper is based on a marketing research carried out by combining the in-
office research with the observation method (Jugănaru, 1998, Jupp, 2010). Most of the information 
used in the research belongs to the secondary information category and has been collected, in a 
longitudinal profile, from various statistical data sources, some being considered classic 
(represented mainly by books), most being online sources. Information processing consists of 
personal interpretations (Silverman, 2004) of theoretical and practical aspects, identified at 
different times, about the reconfiguration of the education / learning system related to the 
achievements in the field of information and communications technology, to the training needs of 
the modern man, but also the current economic and social context. 
 
4. Data, results and discussion 
 

The European Council meeting held in Lisbon, in March 2000, marked a turning point in setting 
the political and action direction in the European Union in terms of education / learning process. 
“The conclusions of the Lisbon European Council meeting confirm that the move towards lifelong 
learning must be accompanied by a successful transition from the knowledge-based economy and 
society” to the information society (C.E.C, 2000)  

Also on this occasion, it was considered that the education and training systems in Europe are 
changing, but also that lifelong learning has a decisive role, being seen as an intentional learning 
activity carried out continuously, in order to improve knowledge, skills and competences. 
According to the views expressed on this occasion, there are three basic categories of learning 
activity, namely: (1) formal learning, which takes place in education and training institutions and 
leads to officially recognized diplomas and qualifications; (2) non-formal learning, which can be 
achieved simultaneously with the main path of education and training and does not normally lead 
to formalized certificates. This form of learning can be provided at the workplace, through the 
activities of civil society organizations (such as youth organizations, trade unions and political 
parties) or through organizations or services complementary to formal systems (such as art, music 
and sport classes). 
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In most cases, non-formal learning is not seen as “real” learning, and its results are of little 
value on the labor market. Viewed in this way, non-formal learning is, therefore, underestimated 
(3). Informal learning, which is considered a natural component of everyday life, is also the oldest 
form of learning and remains the basic component of early childhood education. Unlike the other 
two forms, informal learning is not perceived as an intentional education, it may not be recognized 
even by the individuals themselves as a contribution to their knowledge and skills C.E.C, 2000) 

The trend towards a reorganization of education and training systems in Europe, debated at the 
European Council meeting in Lisbon, in March 2000, envisions, inter alia, a change in the share of 
each of the three core categories of the learning activity. It was pointed out that, until then, formal 
learning had dominated educational policies, influencing the ways in which education and training 
are provided and the way people understand what learning means. The need and importance of 
lifelong learning (specific to the current period) arise concerns in the direction of finding new ways 
to combine the three forms of formal, non-formal and informal learning, in the context of the 
computerized society.  

The newly created term lifewide learning brings to attention the concern of lifelong learning, in 
continuous or periodic form, achieved through the complementarity of formal, non-formal and 
informal learning. At the same time, the lifewide learning concept adds new dimensions to 
learning, in the sense that it becomes useful and enjoyable, it can be achieved in the family, free 
time, community life and daily work activity. Lifewide learning makes us understand that teaching 
and learning are, in themselves, roles and activities which can be changed according to the different 
places and times (C.E.C,,2000 ) 

The process of transition from traditional education to online training in Romania’s higher 
education, during the new Coronavirus pandemic: 

News on the spread of Covid-19 virus infection has been circulating internationally since the 
beginning of 2020, but for many people it was perceived as information about something 
happening somewhere far away and which does not affect us directly. In a short time, we have 
found out that the virus is also present in Romania, the first cases of Coronavirus being confirmed 
on February 26, 2020. (Chitu, 2020)  

Shortly afterwards, on 11 March 2020, the World Health Organization declared that the 
coronavirus outbreak had become a pandemic. In the face of this threat, gradually, almost all the 
states of the world have begun to take complex political, economic and social measures.  

In Romania, according to art. 1 of Decision no. 6 of the National Committee for Special 
Emergency Situations (NCSES/CNSSU), the courses “in all pre-university education units” have 
been suspended, “starting with March 11, 2020, until March 22, 2020, with the possibility of 
extension depending on the evolution of the situation”.(NCSES/CNSSU,2020) From March 16, 
2020, once the state of emergency was declared for 30 days, the courses in all educational units and 
institutions were suspended and severe restrictions on the movement of persons were taken. 
Starting with April 15, 2020, the state of emergency in Romania was extended by 30 days. 
(Romanian Presidency, 2020)   

Decree no. 240/2020 stipulates that “During the state of emergency, higher education 
institutions in the national education system, based on university autonomy, respecting the quality 
of the teaching activity and assuming public responsibility, will use alternative teaching-learning-
assessment teaching methods, in online format”. (Romanian Presidency, 2020) In this context, with 
the transition to the state of emergency, pupils, students and teaching staff were forced to stay at 
home, to carry out the educational activities scheduled / pertaining to this semester in an “online” 
format. As far as higher education is concerned, information on reorganization was limited to the 
use of “alternative teaching-learning-assessment educational methods, in online format”.                 
(Romanian Presidency, 2020), and exams can also be taken online. With these “clear guidelines”, 
we, FES students and teaching staff, have begun to experiment with the use of different 
possibilities of “alternative teaching-learning-assessment educational methods, in online format”, 
and “technology-assisted learning”, but without knowing if we had, at home, the necessary means: 
endowment with devices (personal computer, laptop, tablet, mobile phone), Internet connection, 
teaching materials made with the help of communication technologies, access to e-learning 
platforms.  
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Furthermore, we also have to mention the aspects related to the existence of digital skills (both 
of teaching staff and of students), the space availability in everyone’s home (given that, in many 
situations, all family members have stayed at home: parents switched to “telework”, and children to 
“the online school”), and also the use of the devices by the family members during the day. From 
the constant discussions we have had in the 10 weeks of online school (out of the total of 14 weeks 
of educational activities of the second semester of the academic year 2019-2020), we have noticed 
that the students have had a change of opinion regarding this education system.  

At first, the students were delighted with the idea of staying at home and continuing their school 
activities. It seemed to be a more relaxed / easy form and with extra leisure time, precisely because 
they stayed at home. Gradually, they have begun to feel isolated, the lack of interaction with their 
colleagues and teaching staff (specific to face-to-face activity), they have reported that they have 
received surplus workloads from teachers, that there was less clarity in online courses, they have 
faced various shortcomings (faulty Internet connection, congestion in the house and others). For 
many undergraduate students, the announcement that the bachelor’s and master’s degree final 
exams will also be taken online has been a cause for concern. For the most part, the students have 
stated that they want to return to the form of face-to-face educational activity, with the return to a 
normal life situation. 
 
5. Conclusions 
 

The development and modernization tendencies in higher education have represented, for a long 
time, preoccupations of national and international organizations; they are found on their agenda in 
the form of actions that must or are recommended to be carried out by each state and, also, 
integrated, correlated and harmonized in an international approach. One of the main topics in the 
eEurope 2005 action plan is eLearning. The eLearning initiative seeks to mobilize all the actors to 
accelerate changes in education and training systems so that the EU can move towards a 
knowledge-based society. The eEurope 2005 action plan aims to connect all the schools to the 
Internet, adapting the curriculum to and training teachers in the use of digital technology. 
(EurActiv.ro, 2004.)  The changes in recent months caused by the Coronavirus pandemic show 
that, compared to these goals, the achievements in modernizing education are very different from 
one country to another. 

Traditional higher education will not be eliminated. However, a reconfiguration of the education 
system is needed. The starting point may be the clear knowledge / dimensioning of the student 
segments and their training needs, so as to achieve the most appropriate combinations between the 
three basic categories of learning activity: formal, non-formal and informal learning and of the 
three distinct forms in which they materialize, respectively: full-time education, part-time 
education and distance learning.  

We believe that the progress in information and communications technology will be 
increasingly assimilated into the classic (face-to-face) system of higher education training. We 
need to identify and develop the types of teaching activities which can be done better online than in 
the traditional way, so as to increase the attractiveness of the educational offer in each institution, 
to ensure a modern education, in line with the evolution and labor market trends. 
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Abstract 
 

Marketing theory and practice demonstrate that the success of a business is conditioned by the 
correct identification and even anticipation of consumer needs and motivations, as basic elements 
of buying and consumer behavior. Understanding consumer behavior is an ongoing concern, but it 
is never simple or easy to achieve. Practice shows that companies can face, at certain times, 
changes in consumer buying behavior, without them having any intervention. These changes can 
represent opportunities or real threats to their work. This paper contains a theoretical component, 
which emphasizes the importance of knowing consumer behavior in order to ensure the success of 
any activity, and a practical component. The case study presented is a recent example of changing 
consumer behavior, generated by the new Coronavirus pandemic, and the effect materialized in 
increasing sales, without any marketing effort from the analyzed company. 
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1. Introduction 
 

Consumer behavior is a concept often found in papers from various scientific fields, such as: 
economics, marketing, social psychology, sociology, anthropology, systems theory. The growing 
interest of theorists, but especially of practitioners from the entire economic and social activity, for 
knowing and understanding consumer behavior can be explained by the main elements of market 
economy, namely the customers / consumers and the exchange of goods (material and / or 
intangible), as a way of satisfying needs. 

Accepted by theorists as an interdisciplinary, multidimensional concept, consumer behavior 
reflects the overall vision of the totality / multitide of decisions taken at individual or group level, 
in terms of obtaining and / or using products / services so as to meet current or future needs and 
desires (Florescu et al, 2003, p.154). 

In this context, it can be deduced that the interest shown for the concept of consumer behavior is 
related to the impact upon the organization and management decisions of any activity, in a 
competitive economy, in which each bidder/offerer seeks to obtain maximum value / satisfaction 
through the exchange process. 
 
2. Theoretical background 
 

In this study, the entire theoretical and practical approach refers to consumer buying behavior, a 
concept which, in marketing literature, refers to the final consumer, represented by individuals and 
households seeking to purchase products and services in order to meet personal needs / desires, in 
other words to satisfy the final consumption (Kotler and Armstrong, 2015). 

Economic theory presents the needs of the individual as unlimited, on the one hand, while the 
resources available to him/her are limited, which is why the exchange process (purchase) of goods 
attracts a multitude of decisions. The analysis becomes much more complex if we pay attention to 
the economic concept of "market", seen as the sum of individuals, the acts of exchange made by 
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them, but also the factors which determine them to make choices and decisions to buy. There are 
specialists who draw our attention to the fact that "The market is not a person, a thing or an object. 
The market is a process of coordinating plans between sellers and buyers" (Heyne et al, 2016, 
p.132). 

In marketing theory and practice, researching consumer buying behavior seeks to find answers 
to questions such as what he/she buys, from where and how he/she buys, as well as when he/she 
buys. Marketing research methods contribute to obtaining real and objective information for the 
quantitative elements related to the mentioned aspects (what, how, how much, from where and 
when the consumer buys). The situation is completely different when the research aims to identify 
why the consumer buys a certain product / service / brand. Professor Kotler considers that the 
answers to the question "why" he/she buys are "hidden in the mind of the consumer" and … "it is 
difficult to see into the mind of the consumer". Furthermore, the specialist adds that "Often, 
consumers themselves do not know exactly what influences their purchases" (Kotler and 
Armstrong, 2015, p. 137). 

There are opinions of specialists who consider that motive and motivation are the concepts 
which can explain the mechanism of manifestation on the market of some aspects of consumer 
behavior. Professor Datculescu considers that "motivation (representing all the motives) is the force 
which propels any behavior" (Datculescu, 2006, p.53), and Professor Teodorescu points out that 
motivation is an "inner state which mobilizes an organism, in order to achieve a goal" (Teodorescu, 
2003, p.156). 

In marketing theory there is the approach that at the basis of the motives are the needs of the 
individuals. An individual has a multitude of needs permanently, some being of a biological / 
physiological nature, and others being of a psychological nature (Kotler and Armstrong, 2015, p. 
137). It is considered that a need turns into motivation when it reaches a certain level of intensity or 
that motivation appears when the need is sufficiently imperative to determine the individual to act 
to satisfy that need. Consumer interpretive research is already a technique used by marketing 
specialists to decipher the psychic mechanism of the consumer, so that they can design marketing 
strategies appropriate to the pursued objectives (Teodorescu, 2003). 

The theories of two psychologists, Sigmund Freud and Abraham Maslow, formulated a long 
time ago, are often encountered at present in the marketing research of consumer buying behavior. 
Sigmund Freud’s theory draws attention to the fact that individual buying decisions are determined 
by subconscious motivations, unknown to or not understood by the buyer himself/herself. 

Abraham Maslow tried to explain consumer behavior by a hierarchy of needs presented as a 
pyramid, structured on five levels, expressing five main categories of needs. Viewed from the 
bottom to the top of the pyramid, these are: (1) fundamental / physiological needs, (2) needs related 
to personal safety / security, (3) social / belonging needs, (4) the need for social recognition / self-
esteem / self-confidence / status and (5) the need for personal development / self-affirmation 
(Kotler et al, 2010). It is interesting that Maslow, as a psychologist, has an approach in common 
with that of the economists, in the sense that he also believes that motivations are at the origin of 
human actions, and motivations are in their turn influenced by needs. At the same time, we must 
emphasize that motivation is not the only explanation behind the processes associated with 
consumer behavior. 

In his work, Marketing Management (Kotler and Keller, 2008), Professor Kotler draws attention 
to the approach, in cyber language, of consumer behavior, describing it as a system, based on 
inputs, processing and outputs. A multitude of aspects can act as inputs of the consumer behavior 
system, of which we note the following: economic situation / context, quality, price, utility, 
possibility of choice, association, or replacement of a product / service / brand. Certain channels 
(represented by promotional actions, accumulated knowledge, personal observations, acquired 
experiences) ensure the penetration of these inputs into the black box (this being the mind, the 
psyche of the consumer), where complex psychological processes take place, and their results are 
the outputs of the system, materialized in consumers’ actions, namely the decision to buy, reject or 
postpone the purchase of a product.  

In another, more recent paper, Professor Kotler presents the stimulus response model of 
consumer behavior. This time, he emphasizes that "marketing and other stimuli" are "inputs" into 
the "black box of the buyer" and generate certain "outputs" in the form of consumer reactions 
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(Kotler and Armstrong, 2015). Among the marketing stimuli, the elements of the marketing mix, 
respectively product, price, placement and promotion, are mentioned, and from the category of 
other stimuli, forces and events of economic, technological, social and cultural nature are 
mentioned, seen as major components of the purchasing environment. 

The concern of marketing specialists is aimed at understanding what is happening inside the 
black box, specifically deciphering how stimuli turn into responses. In the new model, proposed by 
Professor Kotler, the buyer’s black box consists of two components. The first component is 
represented by the characteristics of the buyer, which are responsible for the way the consumer 
perceives and responds to stimuli. The second component of the black box is the buyer’s decision-
making process, which is considered to affect behavior. The outputs of the black box are the 
consumer’s answers, manifested as attitudes and shopping preferences, as aspects of buying 
behavior (what, how much, how, from where he/she buys), but also as trends manifested in brand 
or company relationship behavior (Kotler and Armstrong, 2015, p.137). 
 
3. Research methodology 
 

In the elaboration of the present study we have carried out an in-office marketing research, of 
qualitative type, in which we have collected secondary information from the national and 
international specialized literature and have analyzed different points of view expressed by 
recognized specialists regarding the content of the purchase behavior concept and the importance 
of the latter’s research to the practical marketing activity of companies.  

We have also conducted a quantitative research, based on the evolution of the values of the sales 
volume indicator (expressed in value and physical units) for five assortment ranges of products 
needed to perform physical activities. The sales volume indicator is often used in marketing 
research to determine the actual size of the market, resulting from the confrontation of supply and 
demand at a given time and its materialization in sales-purchase documents. (Florescu, 1992). Also, 
the dynamic analysis of the sales volume indicator allows highlighting the trends registered on a 
certain market or for a certain product in response to the change in consumer behavior generated by 
internal or external factors. 
 
4. Data, results and discussion 
 

In the theoretical approach to consumer behavior, in the first part of this study, we have shown 
that, in marketing research, the aim is to find answers to questions such as what consumers choose / 
buy, from where, how, how much, when and, very importantly, why they buy. The correct 
identification of the answers to these questions requires, however, significant efforts on the part of 
companies, which means that they will invest both in human resources (marketing specialists) and 
in marketing actions. The entire effort to know consumer behavior aims to ensure maximizing 
consumer’s satisfaction (both economically and psychologically), as well as maximizing the 
company’s results (increasing sales, profit, market share, but also expanding the image and brand 
of the company). 

The case study draws attention to a situation which we can consider an exception to the 
theoretical aspects presented above, in the sense that a company has faced a significant increase, 
perhaps unexpected, difficult to anticipate, of the volume of sales, in a short period of time, given 
that it did not make any marketing effort to influence / modify consumer behavior. 

The new Coronavirus pandemic (recognized by the World Health Organization on March 11, 
2020) has disrupted the economic and social situation in most countries of the world. The first 
cases of Coronavirus in Romania were confirmed on February 26, 2020 (Chitu, 2020).  

The main perception, at that time, was of the danger to the health of the population. Mass media 
kept bringing to the attention of the Romanian population the rapid changes, in different states, 
regarding the evolution of the number of infected persons and the economic, social and security 
measures taken by those states. Changes in the behavior of the Romanian consumer were starting to 
emerge, without any company, from any field of activity, having made any marketing effort.  
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The first change in consumer behavior was the increase in sales of many food groups, especially 
non-perishable ones, with a long shelf life. Let us specify that food meets our primary needs, 
without which we cannot survive. Then, other groups of products (medicines, personal care 
products, masks, gloves, but also tablet computers, laptops, personal computers) began to record 
significant increases in sales volume. The new Coronavirus pandemic has brought to light an aspect 
of consumer behavior, perhaps ignored by most marketing analyses, namely fear. Increasingly, in 
the behavior manifested by the consumer it could be observed that, one by one, the theoretical 
aspects became obsolete.  

Thus, the purchasing decision was no longer based on the real needs, desires, motivations of the 
consumer, but on the fear of not finding the products (due to interrupted production, stopped 
imports, impediments to supply, etc.) in a future period, not knowing how long it might be. Buyers 
were starting to buy more and more, from anywhere, without paying attention to issues related to 
brand, price, quality (aspects which, before the pandemic, significantly influenced consumer 
behavior). Then, changes in economic and social activity led to the change in the work style 
(telework), to the reduction in the activity volume or even to the loss of jobs. All these were 
reflected in the decline in consumers’ income. Practice has shown that the economic law of 
consumption has been refuted by the actual behavior of the consumer (in the sense that the 
reduction in income has not led to a decline in sales).  

The news regarding the measures taken in different states regarding the restriction of the 
freedom of movement of persons started to attract the attention of the Romanian consumers, and 
the probability of implementing such restrictions was becoming more and more evident in 
Romania, as well. These issues have generated other changes in buying behavior. The first 
restrictive measures, in Romania, regarding the reorganization of some activities and the movement 
of persons, were established by Decision no. 6 of the National Committee for Special Emergency 
Situations. The declaration of the state of emergency, starting with March 16, 2020, for 30 days, 
followed by an extension (established on April 15, 2020) for another 30 days, represented, for 
many consumer segments, severe traffic restrictions (NCSES/ CNSSU,2020 and Romanian 
Presidency, 2020)  

This security measure for the health of the population represented, at the same time, a potential 
danger also for the health of the population, due to the lack of the possibility to exercise physically. 
The closure of fitness centers, gyms, limiting the movement / circulation of the population, the 
warning to stay as long as possible inside the house in order to avoid the contamination with the 
new Coronavirus led to other unexpected changes in consumer behavior. In this context, there was 
a large and unexpected increase in sales volume for the ranges of products used for physical 
activity at home. 

The case study conducted is an example of a change in consumer behavior which appeared as 
an effect of the pandemic with the new Coronavirus in Romania. 
 

Table no.1. Comparative analysis of the evolution of sports equipment sales in March 2018, 2019 and 
2020 

Assortment 
range of 
products 

Analyzed period 
01- 31 March 2018 

 

Analyzed period 
01- 31 March 2019 

 

Analyzed period 
01-22 March 2020 

 
Indicators 

 
Indicators 

 
Indicators 

 
Value 

volume of 
sales 

 

Total 
physical 

volume of 
sales 

 

Value 
volume of 

sales 
 

Total 
physical 

volume of 
sales 

 

Value 
volume of 

sales 
 

Total 
physical 

volume of 
sales 

 
1. Body-
Building 

2997/day 1825 3882/day 
+885/18  
+29,53% 

 

2718 
+893/18 
+49% 

7119/day 
+3237/19 
+83,4% 

+4122/18 
+137,5% 

 

2970 
+252/19 
+9,27% 
1145/18 
+62,7% 

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

685



2. Cross-
Training 

453/ day 293 960/day 
+507/18 
+112% 

545 
+252/18 
+86% 

 

2227/day 
+1267/19 
+132% 

+1774/18 
+392% 

943 
+398/19 
+73% 

+650/18 
+221,8% 

3. Cardio 
equipment 

200/ day 290 1954/day 
+1754/18 
+877% 

345 
+55/18 
+19% 

5126/day 
+3172/19 
+162,3% 
+4926/18 
+2463% 

443 
+98/19 
+28,4% 
+153/18 
+52.7% 

4. Pilates 
equipment 

1357/ day 1320 1786/day 
+ 

31,6% 

135 
-1184/18 
-89,7% 

 

3949/day 
+2163/19 
+121% 

+2592/18 
+191% 

2427 
+2292/19 
+1698% 
+1107/18 
+83,86% 

5. Yoga 
equipment 

445/ day 301 402/day 
-43/18 
-9.45% 

245 
-56/18 
-18,6% 

701/day 
+299/19 
+74,37% 
+256/18 
+56,26% 

 

286 
+41/19 
+16,7% 
-15/18 
-3,37% 

Total sales 
volume 

204.678  253.135 
+48.457/18 
+23,67% 

 365.035 
+111900/19 

+44,2% 
+160357/18 

+78,35% 

 

Source: The internal records of a sports equipment retailer 
 

The data presented in Table no. 1 refer to the sales volume, in physical and value expression, by 
assortment ranges of products, registered at the level of a retail store, specialized in sports 
equipment. Also presented in the table are the increases in the indicator of the physical volume and 
value of sales, recorded in 2020, compared to 2019 and 2018, expressed in absolute value and in 
percentages. 

  In order to verify whether the period of the pandemic has represented a factor in the 
modification of the buying behavior, we have selected for analysis the evolution of this indicator 
only in the month of March, from three consecutive years. 

Thus, the total value volume of sports equipment sales was 204,678 units in March 2018, 
253,135 units in March 2019 and 365,035 units for a period of 22 days in March 2020 (the date on 
which the store was closed). The purchase of sports equipment was higher in March 2019, 
compared to the same period in 2018, with 48,457 units, which represents an increase of 23.67%. 
In the 22 days of activity in March 2020, the sales volume was higher by 111,900 units, 
respectively by 44.21%, compared to the one recorded throughout March 2019 and by 160,357 
units, or 78.35% higher, compared to the level recorded throughout March 2018. It is more relevant 
to analyze the evolution of the average daily incoming order indicator, which was 6,602 units in 
March 2018, 8,165.6 units in March 2019 and 16,592.5 units in March 2020. It can be seen that in 
2019 the average daily incoming order was almost 1.24 times higher than in 2018, and in 2020 the 
average daily incoming order was 1.78 times higher than in March 2018 and 1.44 times higher than 
in 2019. 

If we analyze the sales volume in physical units, it can be said that the increase trend has 
manifested in all product ranges, but in different amounts. However, the range of Yoga equipment 
products is noticeable, with smaller increases in the number of products sold, compared to the other 
ranges presented in Table no.1. One explanation could be that those who purchased equipment 
focused on products used in activities that require more movement, such as: tread mill, bicycle, 
trampoline, set of dumbbells, elastic bands, basket / basketball board, tennis table and other 
apparatuses for various types of physical exercise. These products are part of the other 4 assortment 
ranges presented in the table. 
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5. Conclusions 
 

The evolution of humankind determines the permanent change (conscious or unconscious, 
willing or not, with or without effort) in consumer behavior. The traits, characteristics, lifestyle and 
work style of consumers are constantly changing. 

Marketing practitioners will never abandon the concern to decipher and understand consumer 
behavior, because they are aware that only in this way will they be able to effectively organize the 
marketing activity within the company and provide maximum consumer satisfaction. 

Knowing the trends in the evolution of the environment, designing the most appropriate 
combinations of elements of the marketing mix are the most representative actions of a company to 
determine the manifestation of reactions in the consumers, materialized in the formation of the 
buying decision. 

The emergence of contextual situations capable of causing changes in consumer behavior may 
be exploited as opportunities by some companies (as exemplified in this study), but will not replace 
marketing concerns related to understanding how consumers manifest, as a starting point in making 
decisions related to marketing management. 
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Abstract 
 

Due to the importance of the automotive industry in the world economy and its impact on the 
environment, the implementation of sustainable development measures in this industry has become 
mandatory. This paper wants to emphasize the link between the implementation of quality 
management and the sustainable development of this industry but also to highlight the opinions of 
car users in Romania related to this issue. In this sense, the authors conducted a quantitative 
marketing research, collecting data based on a questionnaire. The research results show that most 
respondents are aware of the need to protect the environment and the involvement of the 
automotive industry in this regard. 
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1. Introduction 
 

The level of quality of a product is given by the extent to which it meets the stated needs or 
expectations, which are generally implicit or mandatory. These expectations have expanded in 
recent years, with the emergence of climate change, which have brought into question the need for 
sustainable development. The EU car industry has a significant share of its GDP and, over the last 
decade, has aligned itself with trends towards environmentally friendly products that are in line 
with the Union's sustainability policy. This industry is considered the engine of Europe, due to the 
following aspects presented by the Association of Romanian Car Manufacturers (ACAROM,  
2020). 

Vehicles produced in Europe are the cleanest, safest and quietest vehicles in the world. Europe 
ranks first among the world's regions in terms of eco-production, with a decrease in the amount of 
water and energy used to produce a vehicle, as well as a reduction in CO2 emissions and waste 
from vehicle production. The turnover generated by the automotive sector represents 6.8% of the 
total EU GDP. The automotive industry generates positive effects in most economic sectors, 
supporting a wide supply chain, while generating a wide range of profitable activities. 13.8 million 
employees (6.1% of the total EU workforce) work in this sector. Vehicle production is a strategic 
EU industry, 19.2 million cars, light commercial vehicles, trucks and buses are produced every 
year. The European car industry is a global player, offering quality products "Made in Europe", 
generating a trade surplus of 84.4 billion Euros annually. The automotive industry is the largest 
private investor in Europe in the field of R&D with more than 57.4 billion Euros annual 
investments. In 2018, half of all patents worldwide were registered by the EU car industry. 
(ACAROM, 2020). 

Due to the importance of this industry and its involvement in the trend of sustainable 
development of society, the authors have created a paper to present the link between the 
implementation of quality management and the achievement of sustainability objectives in the 
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automotive industry. Also, in order to highlight the opinions of car users regarding sustainability in 
the automotive industry, the authors conducted a quantitative marketing research. The non-random 
sampling method was used, and the data collection technique was called CAWI - Computer 
Assisted Web Interviewing. 

The results of the research show that most respondents take into account the degree of pollution 
when buying a car and that they believe that manufacturers in this industry need to be more 
involved in protecting the environment and resources. Although the research has limits on the 
number of respondents, its results can be the basis for new research, at a broader level, to better 
highlight how the car industry can get involved in sustainable development. 
 
2. Literature review 
 

Quality was originally understood as a characteristic of products that indicates that the 
purchased product is durable and serves the purpose for which it was created. However, the 
concept of quality has gradually changed. Currently, quality is defined according to the ISO 9000: 
2015 standard as: “the extent to which a set of intrinsic characteristics meet the requirements” 
(Stoican et al, 2013), the latter being understood as declared needs or expectations, in generally 
implicit or mandatory. 

In order to achieve quality products and services that meet or even exceed customer 
expectations, it is necessary to implement an efficient quality management system at the 
organization level, quality management referring to “coordinated activities to guide and control an 
organization in terms of regarding the quality” (Drăgulănescu, Drăgulănescu 2003). 

According to Nistoreanu et al (2013), the management of companies has an essential role in 
quality assurance, it has the responsibility to develop quality policy, to define the responsibilities of 
each department, to document and analyze the quality management system. The quality policy 
must be integrated into the general policy of the organization and pursue both objectives regarding 
the quality of products and services, as well as objectives regarding the quality of the company's 
processes as a whole. When developing the quality policy, the expectations of all stakeholders 
(customers, investors, employees, suppliers) will be taken into account. 

International quality standards require the structuring of documents underlying quality 
management systems on three levels: quality manual, quality management system procedures, 
work instructions along with other documents of the quality management system. 

The quality management system documentation is particularly important for controlling 
all company processes, facilitating their monitoring and determining results so as to 
identify necessary corrective action or improvement (Madar, Neacșu 2014). The quality 
manual includes the description of the company's quality management system, communicates to the 
staff the management's commitment regarding quality; ensures the coherence of the quality policy 
with the general enterprise policy; it is used as a basis for continuous improvement; facilitates 
communication between the organization's departments as well as between employees and 
customers, contributes to increasing customer trust due to the existence of a document-based 
system, is the basis for internal audits of the quality management system. 

The level of quality of a product is given by the extent to which it meets the stated needs or 
expectations, which are generally implicit or mandatory. These expectations have expanded in 
recent years, with the emergence of climate change, which have brought into question the need for 
sustainable development.  

Current debates on sustainable development focus on the high volume of greenhouse gases, 
which affect the environment and therefore people. The Intergovernmental Panel on Climate 
Change (IPCC) announced in its 2018 special report on global warming that if the level of 
greenhouse gases is not reduced by 2030, the environment will be irreversibly affected, reaching 
the disappearance of fragile ecosystems and the series of crises that will affect vulnerable people 
(IPPC, 2018). 

As a result of these statements, several global environmental protests were organized, in which 
participants called on governments to take action for sustainable development. As far as the car 
industry is concerned, an increasing number of people have become interested in buying a car that 
does not affect the environment, the low volume of CO2 emissions thus becoming an increasingly 
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common requirement of customers. On the other hand, a considerable number of states and 
political organizations have announced and / or implemented measures to reduce the volume of 
greenhouse gases. The attitude of society and political organizations has led to the extension of the 
definition of quality with a new feature, that of sustainability. 
 
3. Description of the car market 
 

The car industry is characterized by dynamism and fierce competition, these characteristics 
being well known not only to the three companies ranked first in the ranking of car companies with 
the strongest global brand (Toyota, Mercedes and BMW - Forbes (https: //www.forbes .com) but 
also to other companies that want to operate in this market.  

In the automotive industry, quality is one of the properties that give companies a key 
competitive advantage. Quality means both the quality of the product and the benefits brought to 
the company and the company itself as a result of its activity. 

According to the International Organization of Motor Vehicle Manufacturers, known as the 
International Organization of Automobile Manufacturers (OICA, 2019), if the automotive industry 
were a state, it would be the sixth largest economy in the world. world. The automotive industry is 
also a major innovator, with its annual investment in research, development and production 
amounting to over 84 billion euros. The automotive industry and car users support the state budget, 
with their global contributions amounting to more than 400 billion euros (AIAG, 2020). 

Although this industry is and continues to be strong, in 2019 there was a decrease in the number 
of vehicles produced and sold. This decrease leads to increased competition within the industry 
(table no. 1). 

 
Table no. 1. Vehicle production in 2019 compared to 2018 

State Nunber of vehicues 
2019 

Change compared 
to 2018 (%) 

China 25.720.665 -7.5 
USA 10.880.019 -3.7 
Japan 9.684.298 -0.5 

Germany 4.661.328 -9 
India 4.516.017 -12.2 

Mexico 3.986.794 -2,8 
South Korea 3.950.617 -1,9 

Brazil 2.944.988 +2,2 
Spain 2.822.355 +0.1 
France 2.202.460 -2.9 
Total  91.786.861 -5.2 

Source: http://www.oica.net 
 
Electrification of engines, as well as other factors such as: autonomous technology, connectivity, 

digitization along the production chain seem to lead in the not too distant future to fundamental 
transformations of how the entire automotive ecosystem works - so not just the industry itself , but 
also the market and the relationship between users and the car. The risk of such scenarios has 
already pushed manufacturers and suppliers to invest heavily in these technologies, in order to at 
least maintain their current position in the European and foreign markets. All this with the help of 
the European authorities, who appreciate that the car industry is about to enter a new era due to 
environmental regulations and technological advancement. Even if in the long run there is some 
consensus that radical change is inevitable, the uncertainty is very high when it comes to the pace 
and manner in which this transition will take place. 

At present, the Romanian car industry is characterized by the presence of foreign capital 
infusions and by the existence of local companies. Automotive manufacturers are attracted in 
Romania by low labor costs, experience in the automotive field, but also the potential of 
Romanians in the area of research and development. 
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In 2019, Romania produced components and cars worth about 30 billion euros. Regarding the 
sales of vehicles, they amounted to over 200,000 units in the mentioned year, the figure 
representing a record for the last 11 years (Alecu, 2020).  

The automotive industry in Romania consists of two large car manufacturers and over 400 
manufacturers of automotive components. The car manufacturers are Dacia-Renault and Ford and 
the most important car parts manufacturers: Autoliv, Bosch, Continental, Delphi, Draxlmaier, 
Fujikura, Michelin, Preh, Pirelli, Schaeffler. The main source countries of FDI in the automotive 
field are: Germany, France, Italy, Sweden, USA. 

The production of components for automobiles represents the segment with the most important 
growth of the automotive industry in Romania, growth stimulated by the dynamics currently 
registered by this industry. However, the entry of these companies producing car components did 
not coincide with the opening of the country to the market economy, the companies starting to 
settle in Romania after more than 10 years from the change of the economic and political regime. 

Starting with the year 2000, the companies producing components from the automotive industry 
started to make their presence felt in the Romanian space, especially in the western part of the 
country and in the cities with an industrial tradition in the automotive sector. 

Most of the producers appeared in the Romanian space through Greenfield investments, having 
the possibility to choose the location and to implement from a technological point of view the 
necessary production lines. The production of these companies operates mostly on demand in the 
form of orders from business partners, thus avoiding being suffocated by stocks. 

 
4. Quality management and sustainability in the automotive field 
 

Car manufacturers have been concerned with quality since ancient times. The first company in 
the automotive industry to be interested in ensuring high product quality was Toyota Motor 
Corporation, which decided in the early 1960s to implement total quality control (TQS) activities to 
address quality issues early and to prevent their occurrence (Toyota Code of Conduct, 2018). 
Toyota has a global reputation for quality and reliability, a high level of technology used and 
numerous awards (Truck of Year 2000, Japanese Deming Award 1965, etc.) for the quality of its 
products. The popularity of total quality management (TQM) has grown since the 1980s, and its 
concepts have been implemented by other car companies such as Ford Motor Company, General 
Motors. 

Another company in the automotive industry that has been concerned with the quality of its 
products is Volkswagen (VW). In terms of quality management, Volkswagen has signed an 
agreement with suppliers from the VDA (German Association of the Automotive Industry) to 
protect the common quality in the German automotive industry, Volkswagen being one of the 
largest global automotive companies in terms of the number of vehicles sold annually. To support 
its customers, the company provides financial services, including leasing services and fleet 
management. 

The fact that Volkswagen has managed to stay in the top of the world's car manufacturers is due 
to the high quality of its products, the stronger level of development orientation, the attention it 
pays to continuous employee training, focus on the supply chain and the implementation of 
sustainable strategies in the process of eliminating errors. The existence of clear evaluations and 
rules for manufacturers and suppliers facilitates and improves cooperation in all phases of product 
development and manufacturing (VDA/ QMC, 2020). 

Another example is represented by the Dacia Company. The Dacia Quality Management 
System was certified for the first time in 1998, in accordance with ISO 9001, 1994 version 
(Trandafir, 2015). Dacia constantly implements a Quality approach based on continuous progress. 
This requires a high-quality Quality Management System, verified during certification audits. The 
objective of Automobile Dacia itself is not only to produce cars, but also to respond more and more 
to the tastes and needs of customers. Thus, the company aims to produce and sell reliable, modern 
and affordable cars, respecting exactly the quality standards. 

The quality of products and services plays an important role in maintaining customer 
satisfaction. Buyers are satisfied and tend to remain loyal to a brand when their expectations of a 
particular product and / or service are met or even exceeded. The response time of a company to a 
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buyer's request, the reliability and the services offered by it determine the quality, as it is perceived 
by the customer in the whole experience of purchasing the product. Therefore, companies in the 
automotive industry (Toyota, Volkswagen Group) have long understood that quality management 
is an essential tool in the relationship with buyers and suppliers, to meet the expectations of the 
former. 

The carbon emissions scandal of 2015/2016, in which Volkswagen was involved, drew the 
attention of governments and society to the need for sustainability to be a major factor in the 
development of a vehicle. Not only did the scandal put Volkswagen in an unfavorable light, but 
there were questions about the rest of the German car companies and beyond. As a result of this 
scandal, companies in the automotive sector have identified a property in sustainability that could 
increase their competitive advantage by attracting a segment of customers interested in protecting 
the environment. 

The main factors that can determine a sustainable product development are the political actors, 
by adopting appropriate laws, customers and competition. More and more customers are now 
interested in buying a car that does not affect the environment. Competitors in the global market 
are oriented according to customer preferences and improve their products (through recycling 
techniques, new types of cars, such as electric, etc.), realizing that if a company wants to stay in the 
market, it must pay special attention customers and competitors. 

Sustainability has become a pillar of research and development not only in Europe but also on 
other continents. An article published by Henderson (2011) outlined how Ford Australia aims to 
create hybrid cars that require up to 25% less fossil fuels. The main constituent of greenhouse gases 
is carbon dioxide (CO2), emitted in large quantities by automobiles, the transport sector being one 
of the main factors of air pollution by greenhouse gas emissions (Krishnaswami et al, 2013) . 

A study published by Xiaoxi Zhu et al (2019) shows that in China, the number of people 
interested in purchasing an electric vehicle is increasing. On the other hand, the Chinese 
government is set to increase their numbers even further by launching a program to support 
producers. In China, investments are currently being made in the research and development of a 
successful electric car. 

Günther et al (2015) state that electric cars are perceived as a key technology in the industry, 
which can make a significant contribution to sustainable development, reducing air pollution and 
creating jobs with a positive impact on society. 

Qinyu Qiao et al (2019) show that the level of greenhouse gas emissions involved in the 
production of an electric car is higher than that involved in the production of a car powered by 
fossil fuels (10.5 tons of carbon dioxide / vehicle , respectively 13 tons of carbon dioxide / vehicle). 
However, the level of emissions when using an electric vehicle is much lower than that of a classic 
car. It cannot be called an exact percentage, as it varies from country to country, depending on the 
percentage of fossil fuels from which electricity was produced. 

Stoychevaa et al (2018) show that in an industry like automobiles, where companies rely 
heavily on attracting customers to withstand competition, customers' desire for sustainable 
development cannot be ignored. 

Given this reality, another concept that is gaining more and more attention from the authorities, 
society and companies is the circular economy. With the help of the circular economy, it is desired 
to achieve a balance between economic, environmental and social interests (Kristensen et al, 2020). 

The circular economy involves overcoming the traditional economic model, in which used 
products are thrown away, being proposed to recycle and reuse them as a way to protect the 
environment (Urbinati et al, 2017). 

Obstacles to the rapid implementation of the principles of the circular economy within this 
industry are the lack of financial resources needed to develop recycling technologies and purchase 
related equipment. Despite these obstacles, however, significant progress can be made towards 
sustainable development, both in terms of the product (through electric cars) and in terms of 
recycling and reuse of materials. 

An example of this is the Peugeot Company. The company works to minimize the impact of 
cars on the environment as much as possible, so from the design phase until the end of the life of 
vehicles, Peugeot teams make every effort to achieve this. 
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The Peugeot network is committed to meeting several major criteria in terms of environmental 
management: 

• Sorting and collection of vehicle waste generated as a result of maintenance and repair 
activities carried out by the service network through authorized bodies 

• Compliance by national and European regulations by the network 
• Total traceability of vehicle waste until recycling 
• The sorting and collection of waste generated as a result of maintenance and repair activities is 

performed in accordance with the management methods of the discarded products of the brand. 
Also, the Group's objective is to become a leader in this field, with an average of 30% 

environmentally friendly materials per vehicle (recycled metals, polymers based on 
environmentally friendly materials). 

Peugeot is not the only company in this field that wants to achieve a sustainable activity. 
Another example is BMW, which is making a sustained effort to build products that are truly 
sustainable beyond the user experience. The BMW Group and, in particular, the BMW i are 
pioneers in sustainability and efficiency not only in terms of the amount of greenhouse gas 
emissions produced by the use of cars, but also in terms of emissions throughout the life cycle of 
the product - from production to recycling (Press Club Romania  2017). 

 
5. Research methodology 
 

In order to identify the importance that both buyers and car manufacturers attach to 
environmental pollution and the implementation of sustainability measures in this industry, the 
authors conducted a quantitative marketing research. 

Research objectives: 
• Determining the importance that respondents attach to the degree of pollution of the vehicle 
• Determining the degree to which the automotive industry impacts the environment 
• Outlining an image of the future of the automotive industry 
• Determining respondents' perceptions of sustainability 

The sampling method used was non-random. The data collection technique called CAWI - 
Computer Assisted Web Interviewing was used, a method by which the questionnaire is displayed 
on a web page, the respondent filling in the answers directly in the browser. The period in which 
this study was conducted is February 2020 - April 2020. 

Data collection was based on a questionnaire answered by 102 people. After the first question 
(respectively if they own a car) the sample was 95 people. The questionnaire was structured in two 
parts. The first part contains questions about the car industry, both in terms of quality management 
and sustainability, and the second part contains questions about the demographic characteristics of 
respondents (gender, age, income, education, residence). 

The structure of the sample in terms of gender of respondents shows that 54.7% are male and 
45.3% are female. Regarding the distribution by age, the age range in which most respondents fall 
is 18-25 years, in second place was the range 26-35 years with a percentage of 34.7%, in the next 
place was the range aged 36-50 years with a percentage of 25.3%. By origin 58.9% of respondents 
come from urban areas and 41.1% from rural areas. In terms of monthly net income, most of the 
respondents are in the range of 2000-3500 lei, respectively 52.6%, and fewer in the range of "over 
5000 lei", respectively 11.6%. 
 
6. Findings 
 

The first question of the questionnaire divides the respondents into two distinct categories. The 
first category is represented by those who own a car (respectively 93.1%) and the second category 
by respondents who do not own a car (Figure no. 1). This question has the role of a filter question, 
the respondents who do not own a car can only answer this question, without going through the rest 
of the questionnaire. 

Most of those surveyed own the Volkswagen brand (33.7%), followed by those who own the 
Dacia and Mercedes brands. 
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Figure no. 1. Owning a car 

 
Source: Authors’ own research 

 
In order to analyze the importance of the degree of pollution of the car from the point of view of 

the respondents, they were asked if the degree of pollution of the car is a decision factor in its 
purchase. According to the results, 77.9% of respondents claim that the degree of pollution is a 
decision factor when buying a car (Figure no. 2). 

 
Figure no. 2. Respondents take into account the degree of pollution when purchasing a car 

 
Suorce: Authors’ own research 
 
The following question analyzes the respondents' opinion on the involvement of car companies 

in environmental protection, which should score on a scale from 1 to 5. Thus, according to Figure 
no. 3, 58.9% of respondents consider that the involvement of companies is very important (giving 
score 5). 
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Figure no. 3. The importance of involving manufacturing companies in environmental protection 

 
Source: Authors’ own research 
 
According to the results presented in Figure no. 4, most of those surveyed, respectively 55.79% 

believe that electric cars will be the most used in 2030, and 31.58% believe that hybrid cars will be 
the most used. 

 
Figure no. 4. Most used types of cars in 2030 

 
Source: Authors’ own research 
 
The research aimed to identify respondents' views on the impact of the technical condition of 

personal cars on the environment. Thus, 44.2% of respondents gave a score of 4, followed by the 
24.2% of respondents who gave a score of 5 which shows that subjects consider that the technical 
condition of the personal car has a low impact on the environment. (Figure no. 5). 

 
   Figure no. 5. Technical condition of your car 

Source: Authors’ own research 
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7. Conclusions 
 

The automotive industry is strongly influenced by customers and competition, customers being 
the ones who ensure their survival on the market, and competition is a permanent threat, which 
must face by implementing an effective strategy. In the competition to attract and retain customers, 
companies in the automotive industry use quality as a competitive advantage. In the current 
context, in which society's concern for the environment is constantly growing against the 
background of climate change, the quality of cars has begun to be more and more often associated 
with sustainability. Thus, sales of electric cars are constantly increasing, there are more and more 
customers who want a car that does not pollute. This, together with the laws and measures adopted 
by states and political organizations to reduce greenhouse gas emissions, have led companies in the 
automotive industry to rebuild their strategy, making progress in developing a sustainable 
development strategy by producing electric cars and the creation of automotive component 
recycling programs. 

To stay in the market, car manufacturers need to innovate, not only in the components they use, 
but also in the field of management, by forming alliances with software and hardware companies, 
other car manufacturers and suppliers. from other fields. 
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Abstract 

 
This paper aims to approach the valorisation of the components of emotional intelligence, 

regarded as important abilities developed and used by managers and entrepreneurs in the 
configuration of the work strategies necessary for their activity. These qualities favour an efficient 
communication and provide an optimal work environment. 

Along with the responsibilities deriving from the managing position, leading an organization 
also supposes the development of the necessary skills and abilities. The position of managers or 
entrepreneurs relies on certain skills that favour intercommunication and interaction, necessary for 
motivating the employees to achieve their goals. 

The professional skills of successful managers and entrepreneurs include many common 
features, such as: self-awareness, a good perception of reality, management of personal emotions, 
motivation, perseverance, determination in pursuing a certain activity, empathy, efficient 
valorisation of social and affective relationships, team building, spirit of solidarity, a positive 
influence on the employees, the ability of engaging people, social interaction skills etc. The 
development of these abilities is favoured by the emotional intelligence, essential for the position of 
manager or entrepreneur within any organization. 

 
Key words: emotional intelligence, emotional skills, managerial and entrepreneurial qualities 
J.E.L. classification: M12 
 
 
1. Introduction 
 

Emotions are an essential part of all human activities and have often been regarded as a 
counterpart to the idea of reason. For a long time, the qualities of the spirit (or reason) have been 
privileged over the emotions, regarded as negative.Generally speaking, intelligence is regarded as 
the ability to easily understand something, to detect what is essential, to easily find solutions to 
troubling situations on the basis of previous experience. 

Nowadays, many studies have been conducted in order to determine the role of emotions in the 
individuals’ private or social life. Social and human sciences have been showing new interest 
towards the impact of emotions in different areas. Neurosciences and functional imaging 
techniques have been making great steps ahead, and now they are able to offer new insights 
regarding the neural bases of emotions and brain functions, thus providing an indispensable 
foundation in order to explore the complex character of the affective phenomena. Many 
contemporary scientists gave new credit to the old idea of the adaptative role of emotions. 
According to them, emotions are necessary for the proper functioning of our faculties, such as 
memory, reason, decision making or social adaptation (Bobot, 2010, p. 408). 
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Recent evolution of management practices have outlined the role of emotions at the workplace: 
first of all, they act as regulators of human activity and of the people’s involvement therein, and 
secondly, they are indispensable elements of the professional skills in all the activities of an 
organization. Emotions are an integral part of the professional life, but overchallenging them is 
rather dangerous both for the organization and for the employees.. 

There is a wide variety of definitions of the emotions. Kleinginna (1981) had listed 92 
definitions which were present in the specialist literature on this subject. It is worth to mention 
Scherer’s definition (2001), as it proves relevant for the topic in discussion: an emotion is an 
episode of interrelated, synchronized changes in the states of the five organismic systems (cognitive 
system, psycho-physiological system, motivational system, motor system and monitor system), in an 
independent and synchronized manner, in response to the evaluation of an external or internal 
stimulus, as relevant to the major concerns of the organism. 

Emotions are thus psychological and physical reactions to an internal or external event. They 
determine moral judgments of the individuals and play a part in the decision-making process. They 
can be categorized as primary or secondary emotions, social emotions, pleasant or unpleasant 
emotions and so on. Facial expressions allowed for the identification of six universal emotions. Dr. 
Ekman, Professor of Psychology, is one of the first scientists to have identified six basic emotions 
(fear, anger, sadness, surprise, disgust and happiness). He also proved that facial behavior is 
universal, which means that these essential emotions can be found in all cultures, regardless of 
race, religion or language (Mernica, 2010, p. 15). 

 
2. Literature review 

 
 The notion of emotional intelligence (EI) dates back to the early '90s, with Salovey and 

Mayer’s studies (1990). Before that point, scientists like Gardner, Thuston, Wayne Leon Payne 
(Mernica, 2010) had also discussed certain aspects regarding EI, focusing on the personal and 
social features of intelligence (interpersonal and intrapersonal). 

In the strict sense, EI refers to the degree of emotional maturity of the individuals, their ability 
of being at peace with themselves, of staying emotionally balanced and being aware of their 
potential emotions but not letting themselves overwhelmed by them. In a broader sense, EI also 
includes the abilities which allow the individuals to create harmonic, creative, assertive and 
respectful relationships with the surrounding world. 

Goleman (1997, p. 52), one of the pioneers of this theory, defines EI as empathy, the ability of 
self-motivation or perseverance through adversity, self-regulation of one’s own impulses and the 
ability of waiting quietly for the accomplishment of one’s wishes, maintaining constant humour, 
not letting oneself be dominated by grief to the point of being unable to think or hope. 

Specialist literature uses three theoretical models, whose pragmatical value is validated by 
several practical applications, aiming to assess and evaluate EI (Table 1). 

 
Table no. 1: Main models of the assessment of EI 

EI models Description 
BAR-ON Model 
(1997) 

EI is presented as a mixed type of intelligence, consisting of an ability and personality traits. 
This models outlines the EI influence on welfare in general. 

GOLEMAN Model 
(1999) 

EI is also presented as a mixed type of intelligence, consisting of the cognitive ability and 
personality traits. This model is centered on the EI influence on success at the workplace. 

SALOVEY & 
MAYER Model 
(1997) 

EI is considered a pure form of intelligence, which means EI is itself understood as a cognitive 
ability. 

Source: (Bobot, L., 2010, p. 410) 
 
The BAR-ON Model is one of the first assessments of EI, on the basis of several emotional and 

social skills, founded on five areas: 
• Intrapersonal: being aware of one’s own emotions; personal accomplishment 
• Interpersonal: being aware of the others, understanding and maintaining relationships with 

them, which proves one’s empathic skills  
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• Adaptation: being able to adapt to changes, to assess solutions, to fix social or personal 
problems 

• Stress management: dealing with pressure, maintaining self-control; 
• General humour: being able to remain optimistic, to exploit present in one’s own advantage 

and to create a positive environment. 
The BAR-ON Model allows for a localisation of underdeveloped areas, in order to improve 

them. This model defines EI as a complex of interconnected social and emotional skills, abilities 
and facilitators (all the measures adopted by the organization), which determine how efficiently one 
can identify and express himself, understands the others, works with them and copes with daily 
requirements. This components of emotional functioning allow the individuals to experience and 
express positive emotions and stay optimistic. 

GOLEMAN’s last model (2018), a revised version of his previous models, maintains four 
dimensions of EI: self-awareness, self-regulation, social conscience or empathy and social skills or 
human relationships management. These four dimensions of the EI comprise 20 emotional 
components, as follows: 

1. SELF-AWARENESS 
• Being aware of one’s own emotions 
• Trying to assess oneself 
• Belief in one’s own potential 
2. SELF-REGULATION 
• Maintaining self-control 
• Proving integrity 
• Professional conscience 
• Openness to changes 
• Pursuing excellence 
• Taking initiatives 
• A positive spirit 
3. SOCIAL CONSCIENCE 
• Listening and being open to the others. 
• Decoding the balance of powers and influences  
• Understanding the meaning of the services performed 
4. SOCIAL SKILLS (HUMAN RELATIONSHIPS MANAGEMENT) 
 Inspiring the others 
 Persuasive communication 
 Promoting the development of the others 
 Initiating change 
 Conflict anticipation and management 
 Bonding 
 Efficient collaboration 
Goleman’s model is focused on EI in the context of the workplace. In our present society, 

emotional skills are necessary for the creation of conditions which allow sharing of knowledge and 
building trust, which are essential steps in order to obtain functional teams. It is worth mentioning 
that a manager’s success is strongly connected to their cognitive emotional skills. The manager’s 
EI determines the performance of the entire organization, because it is an essential ingredient of 
their transformational leadership. A good leader has to allow the maximization of the EI, thus 
developing the team’s self-awareness, its self-regulation and empathy. 

Salovey and Mayer’s model starts from a revised version of their definition of the EI from 
1990. The revised definition refers to a characterization of the EI which now enjoys broader 
agreement. EI is thus the ability of an individual to perceive emotions, to integrate them in order to 
facilitate thought, to understand their own emotions and to regulate them in order to promote 
personal growth. The two scientists divide EI in four categories of skills: 

• Perception, assessment and expression of emotions; 
• Use of emotions in order to facilitate thinking; 
• Understanding emotions 
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• Management of emotions in order to promote emotional and intellectual growth.  
 
2. Research methodology 
 

The present paper is a preliminary step for a more complex research that we are conducting in 
the field of management and education. It is a bibliographical synthesis of the main scientific 
perspectives on emotional intelligence, starting from the early '90s, with Salovey and Mayer’s 
studies, continuing with Goleman’s approach and its revised versions to our days, without 
neglecting names like Bar-On or Abric and their main standpoints. 

The paper also discusses the framework promoted by the European Union in documents 
regarding management and entrepreneurship. This study is, therefore, to be continued by an on-the-
field analysis regarding welfare and wellbeing in the workplace as a result of successful, 
empathetic, management. 
 
4. EI in entrepreneurship 
 

Synthetically, entrepreneurship is the action of creating an organization, after a process wherein 
innovation plays an essential part. The European Commission (2003, p.6) defines entrepreneurship 
as a state of mind and the process of creation and development of the economic activity, combining 
risk acceptance, creativity and/or innovation and a good management, within a new or already 
existent organization. 

A real economic revolution of developed countries, also experienced by Central and East 
European countries (the ex-Communist countries), which began during the last decade of the 20th 
century, determined the transition from a managerial economy to an entrepreneurial one. A 
complex of interrelated factors (Marchesnay, 2008) brought this change to happen: 

• Hyper-segmentation of the markets of large organizations, after reaching demand saturation 
through a huge quantity of consumer goods. Organizations are thus compelled to adopt 
segmentation strategies, in order to reach every segment of consumers. 

• Under this double pressure, from clients and adversaries, the organization has to increase its 
reactivity, which in turn leads to several reconfigurations of the organizational structures and 
to a boom of small businesses. 

• Externalization and specialization offer new alternatives and also lead to a reconfiguration of 
the enterprises. 

In this new context of changes in the configuration of the markets, bureaucratic managerial 
organizations promote the entrepreneurial spirit once again. Small and medium enterprises have to 
deal with the risks concerning the invested capital, but are attracted and motivated by the idea of 
independence and by the possibility of achieving their own goals, according to their sets of values. 

The scientometric analysis of the studies regarding the impact of the EI on managers and 
employees within certain organizations outlines the fact that many studies deal with the effects of 
the EI on managers, but very few studies regard the same effects on entrepreneurs. An entrepreneur 
has to meet some requirements which have a direct impact on the emotional skills which should be 
prioritized: the complementarity of the team members (as communication and collaboration are 
essential in order to achieve perfection), the importance of group cohesion and team spirit, the 
technical skills of the staff (qualified coworkers) and the family sphere—all play an essential part. 
 
5. Specific qualities of successful managers and entrepreneurs 

 
A first category of managerial and entrepreneurial skills, related to emotional intelligence, 

refers to self-awareness, as a balanced attitude of character, which means that the subject makes a 
fair and correct assessment of their own personality. This level implies several managerial 
elements, which are actually the synthesis of theoretical knowledge (concepts, principles, formulas, 
essential data) and practical skills (abilities and habits), supported by certain attitudes (from a 
motivational, affective, volitive and character perspective): 
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a) Achieving a realistic self-image: this skill refers to the self-definition of the managerial 
status, to the skills and abilities which are necessary in order to solve the managerial problems 
which are inherent to any organization, as well as certain attitudes and values which condition the 
efficiency of the managerial act. The position of manager or entrepreneur implies interaction and 
communication with the others. This is why managers are expected to be aware of the reason for 
which they have accepted this position, of what motivates them to pursue this job (the need for 
control, the wish to guide the others or to be regarded as an expert etc.). Managers with a high 
degree of self-awareness are able to monitor both their own language particularities and those of 
the others, and, therefore, they manage to avoid certain verbal pathologies which could lead to 
misunderstandings, conflicts or psychological disorders. 

b) Being aware of one’s own emotions and of their impact on the others: this skill relies on 
knowledge of one’s own affective structure, skills and habits of solving problems with social, 
affective, motivational and character impact, supported by positive attitudes (from an affective, 
motivational, volitive and character perspective). Those who own this quality do not act 
impulsively, as they know that this can lead to unproductive behaviours; they manage to stay 
positive and focused during difficult times or under pressure. Managers and entrepreneurs with a 
high degree of self-awareness are able to choose their own words with no difficulty and they easily 
adopt the most suitable discourse strategy. 

c) Knowing one’s strengths and limits: this skill relies on the principle of moral education, 
which identifies and emphasizes one’s strengths in order to remove one’s own negative traits; it 
also refers to habits and skills which allow people to solve certain problems that require managerial 
qualities, and to the removal of the negative aspects, upon becoming aware of them and critically 
examining them. People who develop this skill are aware of what they know well and which of 
their skills can help them to successfully complete the activity, as they are to be appreciated for the 
way they perform their job and for the way they act using their personal skills and knowledge. 

d) Improving self-esteem: this skill combines the notion of self-esteem (which, according to the 
type of managerial leadership one performs, refers to systemic, optimal, strategic and innovative 
leadership) and the skills and habits of managerial leadership which confirm the self-esteem 
supported by one’s attitude. People who achieve this quality are able to build trust, through 
consistency, fairness, honesty, ethics and perseverance in the pursuit of one’s goals. They are 
always honest communicators, who do not threaten the autonomy of the listener through 
subconscious attacks. 

e) A fair self-assessment of the managerial leadership in relation with the notion of managerial 
leadership (systemic, optimal, strategic and innovative leadership) and with the skills and habits of 
efficient leadership: this skill relies on the valorisation of the existent resources, supported by the 
manager’s attitude. In assessment contexts, managers who develop this skill will be able to 
communicate the results of their activity in a clear and realistic way. 

f) Self-reflection and self-analysis of the managerial leadership: this skill combines the 
concepts of change management and acceptance of ambiguity in an open context with the skills and 
habits which allow one to solve problems regarding the restructuring of the activity, supported by 
attitudes, from an affective, volitive, motivational and character perspective. Good managers are 
able to define specific, relevant and measurable, long-term and short-term goals, which provide a 
direction and help them to grow. They are also able to communicate these goals to the employees, 
in a clear way, using language as a strategic resource. 

A second basic quality is the so-called self-regulation, that is the management of personal 
emotions. It involves the acquisition of the following skills: 

a) Coping with critical situations, generated by stress and frustration: this skill includes the 
ability to adapt to problematic situations or the ability to solve them on the basis of suitable habits 
and principles, supported by adequate attitudes. Top managers and entrepreneurs are able to use 
strategies which allow them to control strong emotions and to manage daily stress effectively. This 
ability also refers to the skillful use of verbal and nonverbal language. 

b) An adequate expression of one’s emotions, in the context of self-control, when dealing with 
stress and impulsiveness; this skill combines the notion of expression and self-control of the 
emotions in the context of efficient self-assessment with skills and habits of management of the 
affective states, which are typical for the process of managerial communication, supported by 
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attitudes (from a motivational, affective, volitive and character point of view). Those who develop 
this skill are able to manage stress without losing control. They are also able to use suitable words 
in every context and to properly express their emotions in the communication with the others. 

c) Flexibility, adaptability and receptiveness of the manager to change contexts; this skills 
combines the idea of self-control of the affective states with the ability to valorise it in an open 
context. These qualities are supported and perfected by affective, volitive, motivational and 
character attitudes. Managers and entrepreneurs prove themselves to be flexible if they are open in 
the communication and if they can express complex ideas in a clear and simple way. 

The third quality of managers and entrepreneurs, developed through the valorisation of 
emotional intelligence, is self-motivation. 

a) The notion of motivation refers, first of all, to the idea of intrinsic motivation of managers 
and entrepreneurs, who are able to combine theoretical knowledge of social internal motivation 
with the abilities (skills and habits) they have been using and testing in multiple situations in order 
to overcome themselves, supported by attitudes and with a constant orientation towards 
development. A successful manager will always set high standards, both for themselves and for the 
employees, thus inspiring them to avoid stagnation and seek change, improvement, update to 
everything that is new in their field. Successful managers are receptive to changes and new ideas 
and will influence the entire organization in this direction. They constantly show respect for the 
power of language in the communication with the employees, in order to send clear messages, be 
persuasive and determine the others to accept their points of view. 

b) Motivation also refers to the manager’s personal achievements and growth, a skill that 
combines the conceptual dimension (of professional, managerial, pedagogical, sociological, 
cultural and economical development) with the abilities (skills and habits) which allow managers to 
solve problems by overcoming themselves and by displaying a permanent creative initiative, 
supported by certain attitudes which maintain a substantial and enduring managerial optimism. 

The fourth quality of successful managers and entrepreneurs, enhanced through the 
development of emotional intelligence, is empathy, which includes the following skills: 

a) A rational understanding of one’s own emotions and of the behaviour of the others, 
combining the concept of affective self-awareness with the ability to solve affective problems, 
which arise within the relationships with the partners. These problems can be solved only by 
adopting proper attitudes. Managers who develop this quality are able to create, through 
communication, harmonic relationships and quality connections with the others, thus enhancing a 
positive, resonant environment within the organization. 

b) Identifying the emotional problems of the dialogue partners, by combining the paradigm of 
psychosocial characterization with the ability paradigm, supported by attitudes and engaged in 
nonverbal communication. In order to achieve this quality, managers struggle to create empathic 
connections to the others, showing real interest in them. They are able to voluntarily use different 
nonverbal clues, which communicate to the others the idea of appreciation. 

c) A complex understanding of existence, by combining skills related to social and emotional 
comprehension with empathy, an ability supported by attitudes. In order to create empathy, 
managers pay attention to verbal resonance, to the use of specific methods and techniques, which 
help them to create connections more easily. They send nonverbal signals which convey acceptance 
and lack of rejection or hostility in their professional relationships. When they create a relationship 
with the others, they use a flexible language, with no dogmatism, polarisation, sarcasm or 
dichotomization, showing people respect for what they are able to do. 

 Jean-Claude Abric defines empathy through its two essential elements: receptiveness towards 
the feelings of the others and a verbal capacity to communicate this comprehension. 

The scientist claims that empathy should be transmitted to the others, otherwise it remains only 
an inner attitude, with little effect on the quality of communication (Abric, 2002, p.53). 

K. Albrecht regards empathy as „a positive state of resonance”, which consists in identifying the 
feelings of the others and paying attention to them. If managers showed respect for the power of 
language, they would be better understood by their employees, would become more persuasive, 
would be able to make the others accept their point of view and, of course, they would inspire 
people to cooperate. Using a „clean” language (Albrecht, 2007, p. 150), with common terms, 
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neutral verbal models, phrases which invite to empathy and to the free exchange of ideas would 
lead to a more efficient communication and activity within the organization. 

The fifth quality refers to social skills, that is management of relationships and the efficient 
valorisation of social and affective relationships with the entire environment. This quality 
includes: 

a) Building optimal relationships with the others, by combining assertiveness with the ability 
to relate to specific individual or group situations, abilities which are both supported by attitudes. 
Success is highly dependent on communication within the educational institution and on the nature 
of the relationships created between its members. In order to build efficient relationships, school 
managers dedicate a certain amount of time getting to know their employees better, and building 
relationships which rely on trust. Successful managers have a high degree of interpersonal and 
communication skills: authenticity, empathy, support of others, insight and perspicacity, the ability 
to listen, which are all skills that are necessary in order to build and maintain relationships. 

b) Building a suitable work environment, by overcoming any source of conflict and by 
combining the concept of conflict management with the ability to have a positive influence on the 
others and to lead teams and micro-groups in open contexts. This managerial leadership is 
conditioned by the attitudes of the manager. Those who develop this skill are able to create a work 
environment which is free from fear and anxiety, where trust and the free exchange of infomation 
are best realized. 

The quality of communication within an organization depends on the quality of the relationships 
between its members and on the existence of relational contexts which can favour the free 
expression of one’s feelings and receptiveness towards them. Communication skills thus rely on 
people’s efficiency regarding interpersonal relationships, on the development of the elements of 
emotional intelligence which refer to social and affective relationships. 
 
6. Conclusions 

 
For the leadership of an organization, emotional education refers to the development of the 

skills related to the different aspects of the relationship with one’s own self, with the fellow 
coworkers, with the environment and the collectivity. In order to achieve a high degree of 
emotional intelligence, managers and entrepreneurs have to pursue both personal development and 
social integration, inner balance and an efficient management of the needs and roles of every single 
employee within the organization. 

There are some methods which ensure the development of the EI and which can be easily 
organized within the enterprise: 

• Training sessions, like one-week seminars; meetings could focus on goals like changing 
habits or states of mind, getting to know oneself and the others better, accepting personal 
limits etc. 

• Sophrology: improving skills like stress tolerance or impulse control 
• Easier methods, which can help every individual develop a positive state of mind 
All these methods of development of the EI are based on the assumption that every individual is 

different from the others, which is why a personalized approach, based on the individual growth, is 
essential. 
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Abstract 
 

The present work aims to approach the education manager’s need for personal development, in 
order to achieve higher performance in the managerial communication, and, implicitly, in the 
activities conducted. 

 In a constantly evolving society, people develop a natural need for permanent learning, in 
order to define their own roles within the society. According to the development strategy 
elaborated by the National Education System in Romania-2035, both the employers and the 
employees are expected to creatively collaborate for the development of the society, for the 
personal improvement of the individuals and for the constant update of their skills, in order to 
conduct high quality educational activities. 

 It is of utter importance, therefore, to ensure the instruction of the education managers 
throughout the entire career, along with their professional development, the improvement of their 
abilities and emotional intelligence skills, in order to make sure that they successfully cope with the 
challenges of a constantly changing world. 

 
Key words: education manager, personal development, emotional intelligence, managerial 
communication 
J.E.L. classification: M12, M54, I20 

 
 

1. Introduction 
 

In our present society, marked by constant change and transformation, people develop a need 
for lifelong learning, which is a natural need that helps them find their own role within the 
community. This is actually a collaborative task: both the employers and the employees need to 
work together for their personal development, for the continuous update of their skills, and for 
wellbeing and welfare in the workplace. If they fail to do so, they might also fail to provide high 
quality educational activities. 

The formation and instruction of the education managers throughout the entire career is thus of 
the essence, as are their professional development, the enhancement of their abilities and emotional 
intelligence skills, so that they prove successful when tackling the challenges of a constantly 
evolving society. 

 
2. Theoretical background 

 
Generally speaking,  development represents an important philosophical category, which defines 

the complex of the positive transformations produced in nature, society and in the mental life. 
The personal development refers to the transformations produced in the human psychic system, 

which, in time, lead to new behaviours, acquired through learning and self-learning, thus proving 
the birth of some „new functional structures” reflecting the existence of certain cognitive skills 
(logical, rational and intellectual skills) and non-cognitive skills (affective-motivational and 
volitive-characterial). According to the sociocultural Constructivist perspective (Vygotski, Bruner), 
qualitative learning, reflected in a curriculum (focused on certain objectives/ general and specific 
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skills) and perfected at a managerial level (in terms of managing and managerial communication), 
anticipates and accelerates the development, through the creation of a favourable environment, 
designed by the education manager, parents, tutors and so on (Popescu-Neveanu, 1978, pp. 195-
197). 

The managerial leadership ensures the optimal valorization of the existent resources within the 
educational institution that is located at the very basis of the educational system: informational 
resources (programmes, text books, auxiliary didactic materials etc), human resources (students, 
certified and specialised teachers, auxiliary teaching staff, parents, as well as other members of the 
local and territorial educational community), didactic and material resources (the time and space 
devoted to the educational and instructional activities) and, of course, financial resources too 
(national and local budgets). 

The managerial leadership based on the emotional intelligence emphasizes the valorization of 
the social-affective and motivational resources of the personal development. At this level, the 
education manager „awakes passions and encourages what is good within the human being”. The 
manager’s discourse is able to „generate adherence”, is based on a „strategy” and a „vision” built 
on „powerful ideas”. The education manager „positively influences everybody’s emotions”, thus 
encouraging the personal development of all the members of the organization (Goleman et al., pp. 
23-29). 

The managerial communication within the school institution takes into consideration all the 
elements regarding the planning and the achievement of a curriculum, with an emphasis on the 
objectives/ general and specific skills, which in turn determine the contents, types and methods of 
assessment, applied within each Department or methodology committee and within each branch or 
agency involved in completing the mission of the institution. As for the instructional activities, the 
managerial communication is realized especially during the teaching activities, that is during the 
transmission of the didactic message to the class, directed towards the achievement of learning, 
perfectible in the context of a continuous evaluation. 

The managerial communication based on the emotional intelligence emphasizes the discovery 
of an „efficient way of understanding and improving the management of one’s own emotions and 
of the others’”. An efficient education manager (who can be the principal, a certified teacher or a 
methodologist) is the one who understands the important role of the emotions at the workplace, 
which, in the present context, refers to the school institution, the class, the department or the 
methodology committee, the lesson, the contact with the parents, the partnership with the local 
educational community etc.  

The school institution is an entity located at the basis of the educational system, which is in 
permanent contact with the intermediate managerial structures (the territorial school inspectorates) 
as well as with the top ones (the Ministry of National Education through its education policies). 

 
3. Research methodology 

 
The present study is the first step of a more complex research that I am conducting in the field 

of management and education. It is a bibliographical synthesis of the main scientific perspectives 
on the education management and of the educational system from a perspective focused on the idea 
of change and the importance of personal development in the career of the teacher-manager. The 
paper also discusses the framework promoted by the European Union in documents regarding 
management in connection with the education system.  

This study is, therefore, to be continued by an on-the-field analysis regarding welfare and 
wellbeing in the workplace as a result of successful management, focused on personal growth and 
fulfilment. 

 
4. The need for change 

 
The need for change is a key-concept promoted by the Romania’s Sustainable Development 

Strategy over the next 20 years, as one of the typical values of the contemporary, postmodern 
society. As far as the educational system is concerned, the concepts refers to the idea of excellence, 
as follows: a) excellence in learning, in order to achieve the optimal valorization of the potential of 
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the individual; b) excellence in teaching, in order to train and certify specialists in career 
management; c) excellence in the institutional management, which is performant through added 
value; d) excellence in the democratic approach to all the educational actors (fairness, equalization 
of the opportunities of success in education, career and development). Excellence thus achieves a 
broader sense. It does not refer only to elitism and superior performances, it also involves the wish 
of self-overcoming, of reaching well-being and full belonging to the values of the family, of the 
school, and of the social, educational, professional, spiritual and community environment. 

The perspective of the Romanian National Educational System (2015-2035) promotes the 
human need of permanent learning, through the valorization of people’s own roles in a continuous 
development within an open society. The organizational culture of the information society equally 
promotes personal development and the development of the companies, through the creative 
collaboration of employers and employees, in a process of self-teaching, adapted to the needs of a 
world in constant change (Vlad, 2015, p. 24). 

Within the educational system, the teacher-as-manager has a very important role, as he or she is 
responsible for the efficient management of the instructional process in his/her field of competence 
and with regard to the educational activities he/she conducts as a class manager or homeroom 
teacher, engaging the students, their parents and the members of the local community. The 
managerial behaviour of the teacher (as a specialised instructor and as a homeroom teacher) 
depends on the quality of his/her initial and continuous training. The teacher-as-manager has to 
ensure the optimal valorization of the curriculum, of its general and specific objectives, of the basic 
contents which have to be adapted, in terms of methods and assessment, to the particular 
characteristics of the class and to the didactic time and space. In an open context, the teacher-as-
manager has to provide an efficient valorization of: a) the activity of curriculum design; b) the 
managerial, didactic and social-emotional style adopted; c) the social and professional 
commitment; d) the specific working environment, which has to be attractive, based on a good 
correlation between the educator and the educated; e) the cognitive and non-cognitive behaviour (in 
terms of affections and motivations, in terms of volitive and characterial traits) of the students, and 
its reflection in the act of learning. 

The Action Plan for Education 2019-2030 mentions, as a general objective, „the quality of the 
educational system in Romania and its collocation among the first ten systems in Europe”. Some of 
the defining strategic points refer to: a) a qualitative enhancement of the training process, aiming to 
instruct efficient teachers and to provide them with management skills in the field of education; b) 
the updating of their skills; c) the involvement of the school management boards in order to provide 
qualitative learning experiences, thus enabling each person to fully develop and also to achieve 
their optimal evolution. 

The achievement of these goals ensures the creation of a context for all the education providers 
and professional trainers to obtain the key skills which enable them to benefit from a qualitative 
learning experience. 
 
5. Personal development 
 

Personal development is a field which has achieved great popularity in the latest years 
throughout the world, and in Romania as well. It refers to the training plan of the organization and 
of every single employee. It expresses the desire of the modern man to achieve a successful career, 
which is able to valorize: a) their technical and managerial skills, along with the abilities emerging 
from the social and emotional intelligence; b) the self-assessment of their own performance in 
relation with the self-development of the skills within the professional activity; c) the self-
cultivation of the motivational, affective and characterial attitudes maintaining and developing the 
professional enthusiasm, the well-being, the wish of self-overcoming and personal improvement. 

The success which follows and confirms the personal development is determined by the level of 
the cognitive and social-emotional skills, specific for the activity conducted and perfectible during 
the entire life and career, through individual and social effort (like partaking in courses of 
continuous training, necessary in the context of a competitive labour market). 
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The strategic objectives of the European Union, in the field of education and professional 
training, also promote personal development, as they envisage: a) making permanent learning 
become reality; b) improving quality and efficiency in the fields of education and professional 
development. 

The strategy regarding lifelong learning proposes the update of knowledge and skills, 
„supporting competitiveness in the context of a global economy of knowledge”. It also promotes a 
positive attitude of the managers in the educational system towards their own process of 
professional development, adapted to the development model specific for the information society 
based on knowledge. 

Personal development is an integrant part of this process of broad and complex evolution, on a 
social, economical, cultural, spiritual, educational, political and communitary level. Personal 
development therefore represents: a) a process which takes place throughout the entire life; b) a 
way of conducting assessment or self-assessment of the personal skills, in connection with the 
objectives that envisage the maximization of the potential of the individual. 

The personal development of the manager is based on: a) The identification of the needs 
regarding the information, abilities and attitudes which support the achievement and the 
development of the skills; b) awareness of the strong points and of the limitations regarding the 
optimal way of performing the activity; c) permanent reassessment of the acquired knowledge, 
which cultivate the need for self-learning and self-development. 

These axiological references of the modern manager can be connected to other models outlined 
in the history of philosophy (Francis Bacon, for instance), pointing to the idea that „studies perfect 
nature and are perfected by experience”. This is an essential characteristic of the activity of a 
modern manager, who: a) clearly defines what he/she wants to do; b) sets some clear deadlines for 
the tasks to be completed; c) sends clear messages to the employees regarding what they have to do 
and the deadlines which are to be respected; d) talks to the subordinates about the best manner of 
achieving the goals, is able to listen and to take the advice into consideration; e) demonstrates 
perseverance and tenacity in the achievement of the goals; f) sets high standards and expects the 
same performance from the others; g) performs well under pressure and does his/her best; h) is 
continuously investigating his/her own performance; i) works enthusiastically and transmits the 
same feeling to the others; j) is able to communicate efficient alternative courses of action in due 
time. 

Personal development refers to the valorization of the emotional intelligence, which positively 
influences the behaviour of the employees by: a) defining the specific tasks of the job in the light of 
the emotional skills; b) measuring the level of enthusiasm of the employees; c) motivating them to 
achieve personal and professional development; d) providing feedback in order to increase 
performance. 

Daniel Goleman proposes a model of self-improvement, which is important from the point of 
view of the personal development. An efficient manager concentrates on the development of the 
organization, which also involves his or her own personal development, as well as of the 
subordinates. Thus he or she becomes an „emotionally intelligent manager”, after a process of self-
improvement which comprises „five stages of discovery”: 1. The discovery of the ideal self, or 
what the person wishes to be like; 2. The discovery of the real self, or who the person really is, 
with their strengths and weaknesses; 3. The discovery of a self-improvement agenda, taking into 
consideration the strengths and attempting to decrease the impact of the weaknesses; 4. The 
discovery regarding the experience and the practice of the new behaviour, a necessary stage in 
order to make it become a habit; 5. The discovery based on the building of a solid relationship, 
which is meant to favour immediate changes as well as in the medium to long term. 

The necessary stages in order to achieve personal development are academically confirmed by 
the Course Support elaborated by the European Social Fund, the Sectorial Human Resources 
Development Operational Programme (2007-2013). The following stages are included in the 
development plan (abbreviated PDP): „a) awareness of the skills already acquired; b) identification 
of the necessary skills in order to achieve the set goals; c) understanding what one wishes to 
achieve and how the proposed goal can be obtained; d) elaboration of a personal branding 
strategy”. 
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6. Managerial communication 
 
The managerial communication is a method of efficient communication, which is used in the 

public space in all types of social activities and is based on the optimal valorization of the existent 
resources, adequately used by the sender and the receiver. 

The education manager reflects, in his or her own ways, both professionally and from a social-
emotional perspective, the need for change, which is explicitly planned and organized in 
„Romania’s Sustainable Development Strategy over the next 20 years”. The manager of the school 
institution has to envisage, at all levels, the development of the organization, his or her own 
personal growth and also the one of the employees, a process which requires managerial 
communication skills, which are based on the emotional, intrapersonal and interpersonal 
intelligence. 

The managerial communication is focused on two types of learning, which are essential for the 
development of the intelligence. These two types of learning, cognitive and emotional, are briefly 
outlined in the table below: 

 
 Table no. 1 Types of learning 

Types of learning Learning actions 
Cognitive - remembering the new information; 

- achieving new perspectives by integrating the new and the already existent 
information and by creating connections between them; 

- activating the brain area responsible for the „emotional signature” 
- replacing existent habits with new and positive ones (e.g. a positive approach to 

people instead of avoiding them; providing feedback etc.) 
Emotional  - learning through a social and affective experience; 

- new ways of thinking and acting, in compliance with the faiths, values and 
attitudes of the individuals 

Source: adapted from Dann, J., 2016, p.20 
 
The development of the emotional intelligence brings many benefits, among which personal and 

professional fulfillment, mental and physical well-being etc. It also plays an essential part in the 
process of reducing and eliminating negative behaviours. 

Table 2 presents the differences of behaviour between managers with a high quotient of 
emotional intelligence (EQ) and those with a poor level thereof, as well as the negative and positive 
effects regarding the managerial communication. 

 
Table no. 2  Low vs High EQ in managerial communication 

Behaviour of managers with a low EQ Behaviour of managers with a high EQ 
negative-minded, worried, anxious, insecure 
in action and communication 

positive, confident, creative 

pessimistic in supporting their own views optimistic and persuasive in supporting their 
own views 

tired, stressed, aggressive energetic, relaxed, communicative, open to 
the free sharing of ideas 

difficulties in communication empathic communication 
poor connection to the others efficient connection to the others 
they frequently interrupt the others during the 
conversation 

they carefully listen to the dialogue partner 

non-empathic language empathic verbal and non-verbal language 
they complain excessively they display uprightness and emotional 

balance 
conservative change-oriented 
coercive leadership style, which generates a 
negative and stressful working climate 

flexible leadership style, encouraging team 
work and generating a positive working 
climate 
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bureaucratic communication, deficient, 
predominantly administrative, with aggressive 
and stressful tendencies 
 

a clear and non-ambiguous managerial 
communication, predominantly conceptual, 
with optimal social and affective tendencies 

less accessible language, with unclear terms, 
lacking logical, methodological and practical 
arguments 

intelligent language, with clear terms and 
concepts, providing methodological and 
practical arguments 

dissonance in communication resonance in communication 
distraction in communication, loss of 
concentration 

attention and concentration in 
communication, as the sender (manager) and 
the receiver (members of the organization) 
are considered interdependent elements of the 
process 

a negative approach to life events, from a 
cognitive and social-emotional perspective 

a positive approach to life events, from a 
cognitive and social-emotional perspective 

poor results achieved in communication efficiency in communication 
insignificant impact regarding the persuasive 
communication, due to the lack of 
motivational and emotional support 

a significant impact regarding the persuasive 
communication, from a social-motivational 
and emotional perspective 

they are close and reluctant regarding 
interpersonal relationships 

they are open and creative, building strong 
interpersonal relationships 

Source: Author’s design 
 

7. Conclusions 
 

The personal development of the education manager involves the awareness of the need for 
change, which is objectively essential in the information society. It depends on the quality of the 
organizational development, but it is particularly focused on the valorization of the resources 
provided by the emotional intelligence. These resources, which are perfectible in an open context, 
promote the efficiency of the managerial communication, which is necessary at every level of the 
educational system. 
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Abstract 
 

Developing associations according with a brand can be done also by using Sensory Maps, 
which is basically a brand concept map showing graphical representation with links based on the 
five senses. We have conducted our research for the Iasi City brand. 

We have conducted a research in order to quantify and analyze the associations provided by 
both students born in Iasi and in other cities in connection with Iasi brand.  

The main objective is collecting associations determined by the five basic human sense 
(auditory, visual, olfactory, gustatory and somatic) made by the impulse of the subconscious (top of 
mind) and by the conscious (rationalized answer). 

We consider that knowing and using the associations created with a city brand can be useful in 
order to increase the tourism, the number of students that come studying in it or the activities that 
can be developed. 

 
Key words: Brand Concept Map, Sensory Map, subconscious associations, conscious associations 
J.E.L. classification: M30, R59, Z18 

 
 

1. Introduction 
 

Senses can be defined as responses to diverse phenomenon that act upon sensory cells. These 
cells have neuronal connections with specific brain areas where the signals are received and 
interpreted. Humans have five traditional, basic senses: visual sense, olfactory sense, auditory 
sense, gustatory sense and somatic sense. Brain interpretation is considered as a fundamental 
instrument of data in developing perceptions. 

Sensory maps are neuronal computations or representations in a topographic manner developed 
based on stimulation of the senses. Primary sensory cortex is widely validated as phenomenon used 
as an instrument for gathering data in neuroscience experiments. However, its functional 
significance has an important impact in the marketing field. Sensory mapping is the process of 
developing a framework according to human perceptions in relation with the senses. 

Marketing and advertising, in particular, has been in continuous changing trying to intensify and 
facilitate the communication with consumers, but the outcomes are less and less valuable 
(Lindstrom, 2005, p. 37). In this context of need for innovation, Berry et al. (2002, p. 87) consider 
that the way for evolution is the creation of valuable experiences. The marketers with traditional 
thinking believe that consumers are motivated by rational and pragmatic characteristics.  

On the other hand, experimental marketing asses consumers according to both rational and 
emotional features, believing that they need pleasurable experiences (Schmitt, 1999, p. 61). Schmitt 
(1999, p. 61) studied the process of creating experiences for consumers according to their needs: 
cognitive experiences (thinking), physical experiences, behaviors and lifestyles (acting), social-
identity experiences resulting from relating to a reference or cultural group (relating), affective 
experiences (feeling) and, lastly, sensory experiences (sensing). 
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Sensory marketing refers to the “marketing that engages the consumers’ senses and affects their 
perception, judgment and behavior” (Krishna, 2012, p. 340).  He considers that sensory marketing 
affects perceptions in order to help consumers to develop experiences related to abstract features of 
product (for example the quality). Regardless of the usefulness of understanding the sensory 
marketing, there is little research conducted on this topic. 

Developing concept maps implies a technique that emphasizes visually the relation between 
concepts, idea, theories. It is designed as a framework or a diagram that presents those relations in a 
logical manner, with connections individually labelled for transmitting clear messages. The 
structure is hierarchical, facilitated by using specialized terminology: gives rise to", "results in", "is 
required by," or "contributes to". 

Concept maps are similar with mind maps, but they are special because it is designed on human 
psychology and philosophy and it "makes concepts and propositions composed of concepts, the 
central elements in the structure of knowledge and construction of meaning” (Novak, 1990, p. 945). 

Concept maps are graphical instruments used for defining relationships between concepts.  
Concept is designed by a label and it is considered a regularity in objects and events. The label is a 
word, group of words or a symbol (+; %) that helps prepositions to define logical statements about 
relations between concepts.  

Another representative characteristic of concept maps is the appearance of cross-links. They 
highlight the relations between the concepts that create the concept map. Cross-links are useful in 
developing knowledge and logical relationships between the stated notions: they can be both 
creative and rationalized, according to the innovation of the concept map. As an incentive for 
creative thinking, the concept maps often have the possibility to rearrange the cross links and it is 
presented with a hierarchical structure. 

 
2. Literature review 

 
Joiner (1998, p. 320) is the one who developed Concept Maps in marketing according to brand 

associations. The results prove the importance of concept maps in analyzing the impact of a brand 
on consumer behavior. They also show the differences and similarities in brand associations in 
dependency on brand knowledge and awareness of the consumer.  

Many other researchers followed the path described by Joiner: Low and Lamb (2000, p. 361), 
John et al. (2006, p. 553), Brandt and de Mortanges (2011, p. 59), Till et al. (2011, p. 97), Schnittka 
et al. (2012, p. 270), Agapito et al. (2012, p. 15), Sevin (2014, p. 51) or McLean (2017, pp. 92-93).  

The main results are synthetized in the following table: 
Table no. 1 Literature review based on Brand Associations, Brand Concept Maps and Sensory Maps 

No Researchers Year Main results 
1. Joiner, C. 1998 The author is the one that defines the idea of Concept Maps as a 

tool in marketing. He conducted a research on 72 students that 
had to write associations with a brand, according to individual 
criteria. The results show that brand associations are useful in 
understanding the perception upon a certain brand, being direct 
dependent with the brand knowledge of the consumer. 

2. Low, G. S. 
Lamb, C. W. 

2000 The authors analyze brand associations by conducting three 
studies. The first one had 533 respondents that tested the 
measurable branding image according to a developed product 
category; the second one had 100 respondents that tested the 
brand associations’ dimensionality in relation with brand 
knowledge; the third one had 105 respondents that tested the 
importance of perceived quality and brand image in the buying 
process. The results show that the brand associations are related 
with brand knowledge and differ from product to product. 

3.  John, D. R. 
Loken, B. 
Kim, K. 
Monga, A. B 

2006 The authors provide a clear and fast methodology for developing 
Brand Concept Maps. The study had 165 respondents that ranked 
a list of given associations according to the strength of the 
relation between brand and association. The article offers a 
method for developing Brand Concept Maps with clear 
instructions. 
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4.  Brandt, C. 
De Mortanges, C.P. 

2011 The authors extend the utility of Brand Concept Maps from 
analyzing products or services to analyzing cities. The research 
had a sample of 130 students, native and foreign inhabitants, from 
a university town in Belgium. The results show that a City Brand 
is perceived differently by locals and foreigners. The method is 
useful for developing cities from a marketing and branding 
perspective. 

5.  Till, B. D. 
Baack, D. 
Waterman, B. 

2011 The authors aimed to offer an easier method for managers in 
order to analyze and understand the brand associations. For 
research they had analyzed 500 firms. The results were useful for 
managers to assess the value of their firm’s brand and the strong 
or weak points of the competitors. 

6.  Schnittka, O. 
Sattler, H. 
Zenker, S. 

2012 The authors developed a new method, Brand Association 
Network Value, for analyzing how brand associations influence 
the consumer buying behavior. The research is based on two 
studies of 111 and 123 respondents and the results validate the 
new measurement method as being useful in evaluating the value 
of a brand. 

7. Agapito, D. 
Pinto, P. 
Mendes, J 

2012 The authors’ intention was to provide valid evidence for 
usefulness of sensory marketing in human perception. In order to 
test this, they interviewed 195 tourist and the results showed that 
the stimulus collided through the five basic senses was 
influencing the tourist experience. 

8. Sevin, H. E. 2014 The author developed a new method for evaluating city brand: 
Define-Measure-Visualize. This method has been applied on an 
experimintl research for New York City and Boston and the 
results have proved the validity of the analysis. The author 
considers this research a good fundament for marketing 
campaigns that target city branding. 

9. McLean, K. 2017 The author aimed to develop a Sensory Map in relation with a 
city. The research was based on local people and their 
associations with Amsterdam. The results show that the 
experience of a living in a city is highly influenced by sensorial 
stimuli. 

 Source: Selection created by the authors 
 

All the presented studies in Table no 1. are relevant for creating the research context. The 
analysis presents the necessity of developing Sensory Concept Maps for brand in order to 
understand the pursued associations in customers’ minds. 

 
3. Research methodology 
 

Based on the instructions offered by the BCM method (Brand Concept Map), we have 
conducted our research for Iasi City brand. We have chosen Iasi according to the perspective that 
branding cities is a strategy for attracting investments, developing tourism and for creating a good 
reputation and an image that gives value to what a city can offer. Paliaga et al. (2010, p. 108) 
considers that branding a city must cover all levels from emotional, rational and psychological 
perspective and that will have successful outcomes only if the target market is truly developing 
synergy emotions with the city.  

Iasi City is our analysis choice of brand due to its constant and needed development. Trueman et 
al (2004, p. 323) consider that is a vital necessity for branding a city as it is a valuable method for 
attracting national and international attention. Another reason is that Iasi City is a university center 
of Romania, being a good representation for culture and education development. 

The main purpose of the research is to create a sensory concept map by analyzing the 
associations provided by native and non-native inhabitants of Iasi brand and to test the intensity of 
the most frequent associations that developed the sensory concept map 
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The research has one main objective, divided in sub-objectives according to the conscious and 
the subconscious parts of the brain based on the senses. So, this objective states that we want to 
collect associations with Iasi brand provided by native and non-native students: 

O1: To find out the associations with the brand based on the visual sense: one association made 
by the impulse of the subconscious (top of mind) and one association made by the conscious 
(rationalized answer). 

O2: To find out the associations with the brand based on the olfactory sense: one association 
made by the impulse of the subconscious (top of mind) and one association made by the conscious 
(rationalized answer). 

O3: To find out the associations with the brand based on the auditory sense: one association 
made by the impulse of the subconscious (top of mind) and one association made by the conscious 
(rationalized answer). 

O4: To find out the associations with the brand based on the gustatory sense: one association 
made by the impulse of the subconscious (top of mind) and one association made by the conscious 
(rationalized answer). 

O5: To find out the associations with the brand based on the somatic sense: one association 
made by the impulse of the subconscious (top of mind) and one association made by the conscious 
(rationalized answer). 

The method we chose for our research is an exploratory one and it is based on the Brand 
Concept Maps model developed by John et al (2006, p. 553) and we followed the steps provided by 
the authors. We will develop this concept by connecting it with the five basic senses and how 
human’s perception is influenced by sensorial stimuli. 

In the first stage, we have conducted interviews as an instrumental research on 12 students in 
order to test the interview guide. The interview guide had two parts divided by the way associations 
are developed in the mind of consumers: the first part was based on the Top of Mind method, 
which implied that the respondent has to provide the first association that comes in his/hers mind 
when they think of a brand; the second part was developed for providing rationalized answers, the 
associations being the most representative in respondents’ perception. According to the results of 
this instrumental research, we have decided to move to the next step in order to gain reliable 
results. 

The second-stage of the research was a qualitative one with a semi-structured interview.  
For the second-stage, we have chosen 60 respondents, all students. In order to gain balanced 

results, we have interviewed 30 women and 30 men. Because the research wants to analyze the 
differences and similarities in native and non-native inhabitants’ perception, we have chosen 15 
women that were born in Iasi and 15 women that moved to Iasi. The same analogy was applied to 
men. 

 
4. Findings 

 
From then -stage of the research, we have chosen the top two associations per each sense from 

all the answers provided by the students. These associations will further be the fundament of 
developing a Sensory Concept Map of the brand Iasi City: 

- For the Olfactory sense: Linden and Flowers 
- For the Auditory sense: Tram and Horn 
- For the Visual sense: Palace of culture and Palas 
- For the Gustatory sense: Sweet and Bagels 
- For the Somatic sense: Smooth and Paper 
Second-stage results 
The second stage of our research is an interview that has the aim to create a Sensory Concept 

Map for Iasi Brand. As presented before, we have selected the top frequent associations for each 
sense and we have asked our respondents to respect the instructions, respectively to connect the 
brand with the association by using linking lines (John et al, 2006, 553). The associations selected 
are the most chosen two for each sense: top answer at Top of mind questions and top rationalized 
answer. 
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The first in analyzing the data is to quantify the linking lines according to the corresponding 
intensity (one line shows a weak connection, two lines show a medium connection and three lines 
shows a strong connection).  

 
Table no. 2. The data from individual sensory concept maps 

Sense Association One 
linking 
line 

Two 
linking 
lines 

Three 
linking 
lines 

First order 
association 

Second 
order 
association 

Olfactory Linden 14 32 74 63 57 
Olfactory Flowers 50 39 31 114 6 
Visual Palace of Culture 5 22 93 120 0 
Visual Palas 35 65 20 118 2 
Auditory Tram 52 41 27 101 19 
Auditory Horn 19 63 38 22 98 
Gustatory Sweet 71 25 24 104 16 
Gustatory Bagels 66 37 17 110 10 
Olfactory Linden 14 32 74 63 57 
Olfactory Flowers 50 39 31 114 6 
*we have calculated the number of students that chose each of the existing possibilities  

Source: Authors’ elaboration based on research findings 
 

Table no. 2 presents the data collected from each of our respondents from the interview.  
 
Figure no 1. Sensory Concept Map of Iasi Brand 

 

 

 

 

 

 

 

                     

 

 

 

 

 

 
Source: Authors’ elaboration based on research findings 
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In our data analysis we will take in consideration if the associations are first order associations 
or second order associations. First order associations are the ones direct connected with the brand 
and the second order associations are the ones indirect connected, by using another association as a 
link. 

Also, we have taken into consideration how many students perceived an association as a first 
order association or a second order association. None of the respondents classified an association as 
being at the third level of connection. In order to classify an association being first order, the 
answers must represent more than 50% (more than 60 students) and to classify it as a second order 
association, the answer must represent more than 40% (more than 48 students).   

For developing the Sensory Concept Map of Iasi Brand, we have chosen the majority of 
answers according to preferences, intensity and type of association. For example, the word 
“Linden” has been linked with three line by 74 students, with two lines by 32 students and with one 
line by 14 students. So, we have decided that “Linden” has a strong connection with a brand so we 
have included it in the map with three link lines. We have applied this strategy to all of the listed 
association. 

Figure 2 presents the similarities and differences between men and women in developing a 
Sensory Concept Map for Iasi Brand. As we can observe, majority of men (blue area) and women 
(pink area) consider that the words “Bagels”, “Paper” and “Smooth” have low intensity connection 
with the brand. “Palace of Culture” has been linked with three lines by the majority of both criteria 
groups and the word “Palas” has a medium intensity connection in the women and men perception. 

 
Figure no 2. Sensory Concept Map of Iasi Brand according to gender similarities and differences 

 
 

 
 
 
 
 
 
 
 
 
                     

 

 
 

 
 

 
 

 

Source: Authors’ elaboration based on research findings 
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“Flowers” is perceived by men as a word with low intensity connection but women consider it 
has a medium intensity connection as the majority linked the word with two lines. A reverse 
discrepancy can be observed with the word “Tram”, the majority of men linking it with the brand 
with two lines but the majority of women consider that it has low intensity connection with Iasi 
Brand. 

Both gender groups consider that “Horn” is only a second order association related with the 
word “Tram” but men perceive that has a high intensity connection and women linked it with only 
two lines representing a medium intensity connection.  

The word “Sweet” highlights more the differences in perception: the majority of men connected 
it with only one line but the majority of women linked it with three lines, considering it has a strong 
intensity connection with the brand.  

The strongest discrepancy between men and women perception is observed at the word 
“Linden”. The majority of women consider it has a high intensity connection with Iasi Brand. The 
same perception is observed at the majority of men as well, but they also believe “Linden” is an 
important second order association. They connected it with two lines with the words “Paper” and 
“Flowers” showing that there exists a medium intensity connection between associations, not only  
focusing on the relations with the brand.  

As a conclusion to the data presented above , we can observe that there are numerous 
similarities and differences between men and women associations with Iasi Brand. Any marketing 
activity regarding this brand should consider these preferences and should carefully adapt the 
actions according to their target. 

As our research proposal states, we analysed the differences and similarities in individual 
sensory concept maps of Iasi Brand  between students born in Iasi and students born in other cities. 
Iasi is a university city and it focuses on both keeping students to study and live here, as well on 
attracting students from other cities. The differences and similarities may be used in marketing 
campaigns, in choosing the right publicity and in emphasizing the strongest associations according 
to the goal and the target. 

The green, central area from the figure no. 3, shows the similarities found by analysing the 
individual maps. The yellow area presents the choices of students born in Iași and the orange one 
the results of students from other towns and cities. It shows that the majority of students, born or 
not in Iasi City, consider that there is a strong connection between the visual association, “Palace of 
Culture”, and the brand. The same perception can be observed at the word “Linden” which is also 
connected with the brand with three linking lines. The gustatory association “Sweet” is perceived 
by both analysed group as having a low intensity connection with Iasi Brand.  

Students born in Iasi linked the following association with only one line, which shows a low 
intensity connection between them and the analysed brand: “Paper”, “Flowers”, “Smooth” and 
“Bagels”. They also connected “Palas” and “Tram” with two linking lines that show there is a 
medium intensity relationship. The majority of students born in Iasi consider that there is only a 
second order association, “Horn”, which has a medium intensity connection with the word “Tram”.  

By analysing the figure no. 14, we can observe that the students born in other cities have distinct 
opinions than the ones born in Iasi. Words “Palas”, “Smooth” and “Tram” are connected with only 
one line, which highlights that there is a low connection with the brand. Both associations, “Paper” 
and “Flowers” are connected with Iasi Brand and with the olfactory association “Linden” with two 
lines.  It is important to mention that the word “Smooth” is connected with one line with the 
somatic association “Paper”. The gustatory association, “Bagels”, is connected with two lines with 
the brand.  

Even though there is a weak intensity connection between “Tram” and Iasi Brand, students born 
in other cities consider that there is a high intensity connection between the two auditory 
associations: “Tram” and “Horn”, the last one being only a second order association. 
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Figure no 3. Sensory Concept Map of Iasi Brand according to students born in Iasi and students born in 
other cities similarities and differences 

 

 
 
 
 
 
 
 
 
 
                     

 
 

 
 

 
 

 
 

 
 
 
 
 
 
 
 
 

Source: Authors’ elaboration based on research findings 
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Also, the students’ honesty cannot be verified; this can be a limitation as we cannot guarantee 
the data is totally accurate. Considering the distinctiveness of the research, some students may have 
been overwhelmed by the fact they have pursued associations with the five basic sense. In addition, 
we have inquired top of mind answers which are difficult to validate them as being really 
spontaneous because it is delicate to quantify logical or rationalized links in the human brain. 

 
6. Conclusion 

 
According to the mentioned theoretical concepts, we have decided to conduct a research in 

order to quantify and analyse the associations provided by both students born in Iasi and in other 
cities in connection with Iasi brand. The main objective is collecting associations determined by the 
five basic human sense (auditory, visual, olfactory, gustatory and somatic) made by the impulse of 
the subconscious (top of mind) and by the conscious (rationalized answer). We have chosen this 
brand due to the complexity and originality in analysing a city; in addition, we consider that a city 
can be branded in order to increase the tourism, the students that come studying in it or the 
activities that can be developed. 

For the the second stage, we have inquired all the associations provided by the 60 respondents 
and concluded that there are 10 answers that appeared the most frequent. We have selected the top 
two association on each of the five sense: Linden and Flowers (olfactory sense), Palace of Culture 
and Palas (visual sense), Tram and Horn (auditory sense), Sweet and Bagels (gustatory sense) and 
Smooth and Paper (somatic sense).  

These association were used in the second stage for developing a Sensory Concept Map of Iasi. 
The results of the interview provided the intensity of each association in relation with the brand 
Iasi. For defining these association, we have used linking lines, similar with the instructions 
provided by the specialized literature. The Sensory Concept Map of Iasi has the following format: 
Linden and Palace of Culture are linked with three lines which shows a strong intensity with the 
brand Iasi; Horn and Palas are linked with two lines which shows a medium intensity with the 
brand Iasi; Sweet, Flowers, Paper, Smooth and Bagels are connected with one line which shows a 
weak intensity with the brand Iasi. In addition, the association Horn was not linked directly, by the 
majority of the students, with the brand Iasi but has medium intensity connection with the word 
Tram; also, the words Flowers and Linden have medium intensity connection with the word 
Linden. 

Applying Sensory Concept Maps in marketing research and analysis can be useful for 
measuring the associations that individuals make when getting in contact with a certain brand. 

Considering marketing and consumer behavior as a general field, managers can apply Sensory 
Concept Maps in order to measure the relationship brand-customer. This tool can be used in 
increasing the competitive advantage, the loyalty of the clients or the customer base. The studies 
have proven that companies develop more if the brands are easily relatable and if they transmit 
meaningful messages. 
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Abstract 
 

The paper presents a research on the educational management and its role and effectiveness. 
In this respect, a quantitative analysis, a questionnaire regarding ideas of preschool parents and 
kindergarten teachers on educational management and his competency has been carried out, with 
data being collected from 194 respondents from two public preschools, supervised by the Ministry 
of National Education of Romania in Prahova district. The outcome of this research proved the 
perception of the parents and the kindergarten teachers on the level of competency on educational 
managers. The results of the study showed the overall level of competency mastery of the head 
teacher. This study also identified the following competencies as high impact competencies for 
preschools leaders: quality focus, decision making, problem solving, performance management, 
preschool improvement. 
 
Key words: educational management, competency, efficiency, performance 
J.E.L. classification: I21, I25, P36 
 
 
1. Introduction 

 
Management is essential for an organized life and necessary to run all types of organizations. 

Managing life means getting things done to achieve life’s objectives and managing an organization 
means getting things done with and through other people to achieve its objectives. 

Educational management must extend to a full field, especially to see the latest reform 
initiatives of the Ministry of National Education with a prior provision of human education and 
decentralization of the learning system. All these are initial and have a part, they enshrine the 
importance of the administration and administration of education and the parties, they cannot be 
implemented without being able to manage an educational level. The concept of management in 
education represents the application of characteristics and functions of management in the 
educational activity. It must not be forgotten that management is based on innovations that 
encourage more efficient work of organizations, institutions and the very activities themselves. 

Management in education should be viewed as an integral part of the movement towards the 
goal of reforming education. It is necessary to find effective coordination of state bodies and to 
harmonize it with pedagogical and other processes within educational institutions. Experts from all 
fields are needed to implement a new understanding of school management and to find ways for 
organizations not only to teach, but also to learn from the role models. 

 
2. Literature review 
 

Educational management is an important innovation in the education of the 21th century. At a 
time when the school consisted of one classroom, it was led by a teacher. With the emergence of 
schools with a large number of classrooms in industrially developed cities and consolidated rural 
areas, systematic coordination of work was needed. This has created a need for a full time manager 
- a manager responsible for the financial, educational, human and physical potential of schools.  
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Educational management is the science and art of preparing human resources, to form 
personalities according to purposes requested by society and accepted by the individual, necessary 
to be efficient and productive in educational relations, in stimulating the transformation of 
personalities, both students and teachers. (Tudorică, 2006).  

Educational management manifests itself at different levels: macro-management of the 
education system and the educational process, by countries and levels: European, national, local; 

intermediary: the management of school organizations, that refers to the coordination of 
educational structures by top managers in education, from minister to school principal;  

micro-management of student classes that analyzes the ways of organizing lessons and classes 
by operational managers in education (teachers). 

Managerial leadership also involves emphasis on ideas, on a systematic approach, on change, on 
strategy, on innovation. Educational management is a methodology of global, optimal, strategic 
approach to education, the set of principles and functions, rules and methods of management that 
ensures the achievement of the objectives of the education system (as a whole or at the level of 
components). 

Training and development of school leaders and school effectiveness always caught the eyes of 
researchers and policy makers and created a polemic in finding suitable training program for 
educational leaders (Anderson, 1991). Research showed that leadership training has no direct 
relationship with school effectiveness since what was learned in university or training institutes 
would not be able to cater the real need in school leadership and management (Hughes, Ginnet and 
Curphy, 1993). 

In order to better understand management in education, as a professional area, it is necessary to 
specify its elements or subsystems. In the following figure, we can see what elements it consists in: 

 
Figure no. 1. Educational management elements 

 

Source: researchgate.net 
 
3. Research methodology 
 

Starting from these concepts, it has been carried out a quantitative analysis, a questionnaire 
regarding ideas of preschool parents and kindergarten teachers on the educational management. 
The data was collected from 194 preschool parents attending two different public preschools, one 
in rural environment, and the other one in urban environment, supervised by the Ministry of 
National Education of Romania in Prahova district.  

The questionnaire was constructed by using Isondaje.ro and it was made available online in 
April 2020. It was sent to a number of 200 respondents and the final sample was composed of 194 
conclusive responses. The response rate was 96.6%.  
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4. Findings  

The research was conducted having as a basis a questionnaire with ten questions. The outcome 
is presented further on. The questionnaire was aimed at shedding some light on the aspects related 
to the involvement of the educational manager as a determining factor in development. The first 
part of the questionnaire involved demographic considerations concerning the respondents (the 
category that they belong to, their age and gender). The next two questions were related to the 
efficiency of the educational manager. Thus, when asked about the careful planning / organization 
carried out by a manager at the level of the institution, it leads to a level of its efficiency: only 
82.2% answered “totally agreed” and 17.8% “agreed”. Regarding the importance of managerial 
communication for a good development of the instructive-educational process: 81.1% totally 
agreed, 11.7% agreed, 2% were indifferent and 0.7% disagreed. 

Hence, the special importance of managerial communication and that regardless of how well 
professionally trained the manager is, his success is conditioned by the ability to communicate 
effectively. 

On a Likert scale (from 1-not at all important to 5-extremely important), the respondents had to 
evaluate the managerial skills: 48.2% considered that intelligence, energy, insight, initiative, 
courage are extremely important; 37.7% considered emotional balance, flexibility, calm, 
observational spirit, communication; the remaining 14.1% discipline, responsibility, creativity, 
firmness, optimism. 

Next, the research considers the concept of performance: 59% chose that a good management 
team is important for performance, 24% the existence of collaborative relationships between 
teachers and the management team, for 10% the image of the institution on the educational market, 
and the rest of  7% concern for staff training. 
 

Figure no. 2 The concept of performance 

 
Source: Author’s contribution 

 
The demographic profile of the respondents consisted in environment, age, studies and income. 

Therefore, 65.5%  of the total respondents were living in the urban environment and 34.5% were 
respondents from rural area. The age of respondents was 19.5% in the range 18-25 years, 30.5% in 
the range 26-35 years, 36.8% in the range 36-45 years and 13.2% in the range 46-55 years. The 
education level of respondents was: 12.6% had high school diploma, 43.7% had faculty degree, 
38.5% master degree and 5.2% doctorate. The income level was ranging as following: 8% under 
2000 RON, 39.1% between 2000-3000 RON, 32.8% between 3100-4000 RON, 13.2% between 
4100-5000 RON and 6.9% over 5000 RON. It can be observed a balanced structure in the sample 
selection profile.   
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5. Conclusions 
  

Educational management is at a turning point and it is entering a new era of innovation, 
transformation and global growth in which new ways of doing things must be discovered in 
exchange for identifying ways to achieve greater efficiency. 

Returning to the objective of our approach, namely - to identify and analyze the efficiency of 
the management process for the work units, we can draw the following conclusions: 

Communication plays an important role in the care of variables in terms of the effectiveness of 
the managerial act within the school organization. 

Managerial efficiency is perceptible in terms of the fact that it is necessary to train 
professionals, a knowledge of the managers held, but also in terms of desirable moral traits. 

The efficiency of the managerial act is influenced only by decisions and measures of the 
managerial team, working and measuring in the care of the teaching and auxiliary personal 
members are willing to get involved in their application. 

Educational management must focus on the key critical points for development, 
entrepreneurship, innovation, institutional cooperation as well as development through free trade 
and globalization. 
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Abstract 
 

The paper presents a research on educational management strategies. For a qualitative, 
attractive, competitive education system, relevant to the requirements of the labor market, it is 
necessary to apply educational management strategies. The quality of educational services is a 
social goal, it contributes in increasing the efficiency of the entire economy. It is considered that 
strategic management should be proposed in productive and commercial institutes and enterprises, 
while the schools as institutes that human beings are their main inputs and outputs are the best 
options for the implementation of strategic management. The added values of schools are 
knowledge, skill, and awareness which require scientific purposeful planning to change into a 
high-performing school. Strategic management in schools influences on their planning, predicting 
changes, and managing. 
 
Key words: educational management, competency, educational management strategies, 
performance 
J.E.L. classification: I21, I25 
 
 
1. Introduction 
 

Education in Romania is a public service (Bedrule-Grigoruță, 2007), which needs to ensure 
continuity for a responsibility to the challenge of modern society, in the continuous change. 

In order to promote the minimization and even eradication of social imbalances, the educational 
system has to find itself in a persistent need of being reshaped in accordance with the needs and 
aspirations of the present-day citizens. Ardashkin (2015) emphasizes that education is an integrated 
social element and a solid pillar in shaping individuals' subsequent existence. Similarly, Păunescu 
(2017) views education as a resource that people must benefit from without any constraints in order 
to access a good living. Nevertheless, education has to be profoundly adapted to the globalization 
phenomenon which makes everything to be rapidly changed. Moreover, Burja and Burja (2013) 
claim that education can bring value to a society through fostering economic growth, by improving 
the capabilities of the people who participate in the academic process and making them to obtain a 
high-quality output in their tasks. 

In the Romanian educational space, it is discussed, more often lately, about educational 
strategies and care policies to be put into practice in order to increase the quality and effectiveness 
of the instructive-educational system. There is some fashion that is beneficial for main activities in 
terms of learning activities (teachers and students), but also ceilings that benefit from educational 
services (parents, family, representatives and localities). 

The purpose of all schools is an excellent, specialized training service for each student. You can 
also learn the necessary effectiveness of common health care goals and values to get the job done 
and to understand. Land management and strategic planning are suitable for defining the roadmaps 
of any educational complex for rapid success in schools. In general, the most important success 
factor of strategic management in any level of complex education can provide human resources to 
care for the possibilities to create a successful school. 
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2. Literature review 
 

In the opinion of specialists, the strategy is a "how" to get "from here to there" (Mintzberg, 
2008). The strategy is also seen as that “combination of objectives for which the organization 
strives and the policies through which it manages to achieve its goal” (Nickols, 2012), and strategic 
management is the mechanism through which the strategy is implemented (Sourkouhi, Keivani, 
Almasi, Bayat & Makouei, 2013). 

Alfred Chandler defines strategy as “setting the fundamental long-term goals and objectives of 
the organization and adopting directions of action, as well as allocating the necessary resources to 
achieve these goals. " 

Strategic management models are operating in different states of the world. The most significant 
ones, in terms of effectiveness, are: shared leadership school - decentralization of decisions and 
motivation of human resources (Wilhelm, 2013); school-based management - decentralization of 
the education system (Hammad, 2013); distributed leadership - widely accountable directors (Hall 
& Gunter, 2013). 

In Romania, the following aspects are found: 
 - interest in the shared leadership school model - mentoring program for school managers (ISE, 

2015); 
- managerial reform through decentralization and the creation of institutional autonomy - in 

progress (Marga, 2007); 
 - “the strategies and policies applied have proved incoherent, especially in terms of coherence 

between purpose and means” (ISE, 2007); 
 - the Public Strategies and Policies Unit operates - “implementation of the strategic planning 

system at MECT level” (MENCS, 2016); 
 - “a culture of quality presupposes, strategic thinking and taking responsibility” (ARACIP, 

2016); - autonomous schools have high student performance (OECD, Iosifescu et al., 2012); 
 - strategic measures would be desirable to be “bottomless forms”, not “bottomless shapes” 

(David, 2015); 
 - the current management system is underperforming (ISE, 2015). 
The literature shows that there is a close link between high quality management and improved 

educational outcomes, the main difference in this regard is the school manager and the 
management strategies used by him. (Bloom, Lemos & Sadun, 2015). 

 
3. Research methodology 
 

The research methodology was based on documentary study of all collected data form different 
reference papers about strategic education management. Those documents are very important for 
our findings and point out particular aspects in education management. The collected information 
was analyzed and interpreted in a way to respond to our paper title. The secondary data from 
different documents about strategic education management have been considered in order to 
interpret and to analyze managerial education strategies. 
 
4. Findings  
 

Managerial strategies are found in education systems from different countries of the world, but 
also at the level of school organizations in Romania. Following the theoretical documentation, a 
classification of the types of managerial strategies can be made as such: the value-oriented strategy- 
equity, justice, equal opportunities, performance; strategy aimed at investing in human resources- 
teachers are the only variable that can compensate students' socio-economic deficiencies; the 
strategy oriented towards the use of resources from the organization, respectively the short-term 
school administration; strategy oriented towards decisional autonomy and decentralization, based 
on transformational leadership. 

In the context of changes in the field of education, managers are called to cultivate values, to 
create skills that provide the institution in which they operate, the necessary support for integration 
into a world of educational modernization. This requires the achievement of objectives by the 
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manager and the use of strategies such as: the development of human interactions within the 
educational institution to expand the knowledge of all employees; development of activities within 
the departments and specialized commissions; increasing participation and facilitating access to in-
service training programs; reorganizing the educational process into a new, customer-centric 
paradigm; developing as many kindergarten-community-family partnerships as possible; fostering 
exchanges of experience with institutions in the country or abroad; organizing its own database at 
the level of the school institution that can be consulted permanently; increasing access to quality 
education for children by ensuring a friendly and protective school environment and by consulting 
students and parents in decision-making; involvement of NGOs, clubs, sports societies in the 
instructive-educational process; creation of adequate and easily convertible spaces: space to 
welcome children and families, favoring the installation of good collaboration with the family, 
space for dining, space for celebration activities, space for painting, modeling, pottery workshops 
that can be built autonomously in kindergarten or in collaboration with realities already existing in 
the territory; highlighting the advantages of concluding collaborations with important civil society 
actors (halls, sports clubs, dance clubs, museums, workshops, society agents such as police, 
firefighters); involving as many children as possible in philanthropic or social activities in general 
(fairs held by children together with the philanthropic community) and others. 

The study of the specialized literature shows that, most of the times, in practice there is a 
mixture of different types of strategies, depending on the particularities of the school organization, 
maximizing, as much as possible, the chances of the organization to achieve its objectives and to 
gain the competitive advantage. The quality of services provided by the school manager to indirect 
beneficiaries, represented by school teachers, is a determining factor in the quality of educational 
services that school teachers provide in specific activities, with direct beneficiaries of the education 
system, respectively with school students and families as indirect beneficiaries. 
 
5. Conclusions 
 

The managers of the school organizations stand out as factors of change, in the state of those 
transformational leaders, able to mobilize the entire team to ensure the quality of educational 
services. The managerial strategy can be considered a good tool in achieving the objectives of the 
school, for fulfilling the mission and achieving the projected vision, in a competitive environment, 
more efficiently.  

In the globalized information society, "strategy is not the consequence of planning, but on the 
contrary: it is its starting point", strategic management being the asset of transformational leaders, 
who can determine the performance of their organizations. 

Finally, it must be emphasized that in order to increase the quality of education and provide 
high standards for educational services, achieving educational management strategies is necessary 
as well as the existence of favorable educational policies at the country level and a coherent 
managerial vision, oriented towards quality and efficiency. 
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Abstract 
 

The paper is part of doctoral research and presents a study on current tendencies in European 
quality management. 

Creating and adopting a singular quality management system at European level is the main 
goal of managers throughout Europe. 

The EFQM (European Foundation Quality Management) model of excellence brings forward 
self-assessment within any organisation. 

The main goal of this research is to analyse the benefits of implementing and utilising a quality 
management system at European level. The paper researches the tools and models being used 
within quality management, the author emphasizing the need of a new vision on European quality 
management. 
 
Key words: quality management, quality, EFQM, autoevalution 
J.E.L. classification: G32, H83 
 
 
1. Introduction 
 

The main strategic decision of  an organisation should regard adopting a quality management 
system. In order to design and implement a quality management system in an organisation, it 
should be taken into account the fact that every organisation has specific needs, different 
objectives, unique products and services; processes and activities. Each organization varies in size 
and in the way it functions.  

Between 14-26 October 1946, many national organisations from twenty-five European countries 
gathered in London and decided on creating a new organisation named ISO, organisation which 
started its activity on 23 February 1947. 

ISO represents over 150 countries in the present and every country has a representative within 
ISO. In our country, all the ISO standards are adopted, translated and distributed by ASRO. 

At present, the EU has its own legislative and executive competence. It also has an independent 
justice system and a central bank. At European level, all entities previously mentioned are 
supported in anything they initiate by many institutions and competent organisations that were 
generated by the founding treaties. It is obvious that a multitude of treaties have been signed in the 
last years, helping to develop proficient management skills inside the EU. 
 
2. Theoretical background 
  

1992 was the first year in which the EFQM Excellence Model was used, after the applications 
for the European Award for Quality had been evaluated. From then on, EFQM became an 
organisational frame and the basis for many quality awards in numerous areas of Europe. 
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EFQM is used as a management system that encourages an organisation’s self-assessment. 
 The basic elements of the EFQM model are: 
- The EFQM Fundamental Concepts; 
- The EFQM criteria; 
- The EFQM RADAR Logic. 
The EFQM Excellence Model is based upon the correlation between its elements as they are the 

ones that set into motion and make the entire system function correctly. It is an instrument used 
within an organization that can indicate where the organization stands while trying to achieve 
excellence, placing self-assessment into the foreground. It helps the management to establish the 
weaknesses and guides the managers towards solutions in order to solve problems. 

This model can be applied to any organisation, disregarding its type, size or structure. Being a 
relatively new instrument, self-assessment has innovative potential, stemming from within the 
organisation, which is both a positive aspect and a challenge. Self-assessment must begin with an 
evaluation that seeks to identify the improvement measures that are to be implemented. 

The EFQM excellence framework is based on nine criteria. Five of them are decisive factors, 
and four are the obtained results. The first five criteria include what an organisation does, while the 
last four present what the organisation accomplishes. 

To sum it up, results are caused by the decisive factors and the feed-back of what has been 
achieved and the analysis of the latter help improve the decisive factors. This framework states that 
there are several approaches to obtain long-lasting excellence performance-wise. 

At the European level, a culture of quality was being sought after precisely in order to create 
and enhance the vision of quality in the EU, trying to achieve economic growth and an increase in 
employees; the upsurge of competitiveness within European organisations. 

It should be pointed out that this vision on quality at European level manages to present an 
overview on the role different public or private entities have in the EU. It acts in two important 
directions: in the external environment, it pursues customer satisfaction; in the internal 
environment, it aims at the efficient development of different strategic and management functions 
as well as highlighting the human resources and their potential. 

In November 1998, a meeting of ministers with duties in the public sector services took place in 
Vienna. They decided to promote the quality of public services by creating a common action plan.  

Consequently, after the meeting, they started projects that aimed to study good practices used in 
public services; work groups were created to generate charts that were used to compare the results 
obtained in every country involved in the projects (Gómez, J.G., Costa, M.M. and Lorente). 

But, what matters the most is the fact that a new instrument based on self-assessment was 
introduced, implying minimal costs as it was done by their own employees; public servants 
assessing their own work and its results. 
 
3. Research methodology 
 

The first version of the new European vision on quality was published in 2000, and has three 
fundamental elements:” Getting richer through diversity”, “We build on the basis of our success”, 
“Wining together”. This vision on quality is translated in many languages and published on the 
European Organization for Quality website in order to be available in all EU countries. 

Debates, in which representatives in many public sectors such as associations to promote 
quality, local and central public administration, education and commerce chambers took part, were 
organised and based on the new European vision on quality. 
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Figure no. 1 Perceiving the quality of services 

 

Source: own processing 
 
It should be noted that the main protagonist is the client. Determining the quality of the services 

will be final, after investigating what the client needs and expects from a public organization. 
The quality of public services is difficult to define, assess or express in quantifiers, having very 

few physical aspects( performance, functional features or maintenance costs) that might be used for 
comparison or measurement. 

 
4. Results 

 
Assessment from clients/consumers is the result of comparing the clients’ needs and the real 

performance offered by these services. 
All the institutions/companies want to gain benefits in relation to the competition. In order to do 

so, they will have to achieve an increase in the quality of the services/ products they offer in order 
to surpass the clients’ expectations in what perceived quality and expectations are concerned.  

All the entities that pursue an increase in the quality of the services/ products they offer have as 
their main goal to identify the most important factors which regard quality, the expectations clients 
have; the way they assess the services, the ratio between their expectations and the way they 
perceived the products/services. 
 

Figure no. 2.  A model of continued improvement over quality management 

 
Source: own processing  
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The European Union was founded on and still relies on a pact between sovereign nations which 
decided to share a common destiny and exert part of their sovereignty together. 

This union of European countries desires to bring together aspects beloved by all European 
citizens, such as: peace, economic development, democracy, justice and security. 

The number of states that adhere to the European Union generates countless changes and is 
considered to be an important aspect. The main threat brought forth by this aspect brings an 
increase in the centrifugal force that can lead to an implosion in the system. To prevent such 
undesired events, EU member states must give up short-term interests in favour of long-term 
interests and plans. 

Figure 2 presents a  model of continued improvement over quality management, which has 
several stages: assessing the quality; planning the measures which aim at increasing quality; 
implementing the adopted measures; monitoring the quality of services/products. 

The cycle of continued quality improvement has at its core the quality that will be analyzed in 
order to be improved, followed by the quality management the public institution relies on during 
self-assessment. Quality strategies depict the complete vision achieved by superior management in 
public institutions by involving themselves in the  process of self-assessment, implementing quality 
and risk management. 
 
5. Conclusions 
 
 Ensuring quality means embedding it in all the activities of the targeted entity. Implementing a 
quality system in an enterprise contributes to its well-being and development. To successfully 
implement such a system, the top-tier in the institution’s management must be involved as much as 
possible. 
 Designing and implementing a quality management system within an organization might be 
influenced by: aims, products/services, existing processes and, also, the size and structure of the 
organization. Applying the quality management principles not only generates direct benefits but 
also brings an important contribution in the field of risk and cost management. The organization 
must establish, document, implement and maintain a quality management system and continually 
improve its efficiency through the use of quality policy, objectives; audit results, corrective and 
preventive actions; the analysis done by the management. 
 Using the “self-assessment” instrument in the process of continued improvement in quality 
management offers the involved staff the opportunity to acquire significant knowledge in what 
quality management principles are concerned. 
 The process of European integration has an effect over the entire continent, which, in its turn, is 
part of a radical and fast evolving world; the planet looking for its balance points. 
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Abstract 
 

Coaching is a defining element for facilitating performance among human resources in a 
country with a tradition such as England. The objective of the study is to determine to what extent 
certain elements influence the quality of the coaches’ services given that they also have effects on 
the satisfaction of the beneficiaries. Thus, a conclusion can be drawn as to the elements on which 
coaches must focus on for a successful career. 
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1. Introduction 
 

In England, coaching appeared around 1980, but became a common practice in the field of 
human resources in the 2000s. The field has experienced significant development, supported by the 
increase in the number of coaching service providers, the emergence and development of training 
courses in coaching, the introduction of discipline in the university curriculum, the emergence of 
organizations aimed at promoting coaching. Since 2006 coaching has become a recognized practice 
(Passmore, 2018). 
 
2. Theoretical background 
 

Studying the coaching market in England, I found that the functions of supervisory coaching 
refer to support, development and ensuring the professional standard. (Association for Coaching) 

Support involves the supervising coach’s desire to mobilize the supervised coach through 
support. There is even the possibility to guide him/her to complete unfinished projects, to manage 
emotions or to shape a capacity for the self-management of his/her resources. The function is 
equivalent to the restorative function (Proctor, 1986), the supporting function (Hawkins and Shohet 
2006, Kadushin 1992) or the one called resourcing (Hawkins and Smith, 2006) 

Development refers to the coach's ability to develop through the perspective of sharing 
supervisory coach's own experience. Thus, the latter approaches the beneficiary coach by offering 
new perspectives. Proctor (1986) calls this function formative, while Hawkins and Shohet (2006) 
call it educational. 

The professional standard assurance function refers to the fact that the coach must work under 
the Global Code of Ethics for Coaches and Mentors. In the speciality literature the function is also 
referred to as normative (Proctor, 1986), managerial (Hawkins and Shohet 2006) or qualitative 
(Hawkins and Smith, 2006) 
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The main identified organisations operating in this field are: European Mentoring and Coaching 
Council (EMCC), the Association for Coaching (AC), International Coach Federation (ICF), World 
Association of Business Coaches (WABC) and Association of Professional Executive Coaches and 
Supervisions (APECS). 

In 2017, the main organisations had a considerable number of members, as follows: Association 
for Coaching – 3,400 members, International Coach Federation – 1,400 members, European 
Mentoring and Coaching Council – 1,050 members. (Passmore, 2018) 

Among the universities promoting coaching, we have identified: University of East London, 
Oxford Brookes University, Sheffield Hallam University, University of South Wales and Henley 
Business School, University of Reading. (Passmore, 2018)  

The Association for Coaching (AC), an important organisation in England, but also 
internationally, is called an inclusive organisation that brings together professional coaches from 
more than 70 countries. The association provides training and coaching services, internal coaches 
and helps organizations build a coaching culture. The aim is to promote the profession of coach and 
to achieve a sustainable difference for individuals, organisations and society. AC also offers 
accreditation services for coaches. The AC's Accredited Coaching Supervisor scheme is a way of 
accrediting experienced entrepreneurs who offer their services to other coaches. The program lasts 
500 hours all-in-all and involves an investment of 240 GBP + VAT. The Association regularly 
organizes events such as conferences, webinars and workshops (Association for Coaching) 

World Association of Business Coaches (WABC) is the first global professional association to 
operate exclusively in the business coaching industry. It was established in 1997. From the very 
beginning, the association was meant to develop business coaching and differentiate it from other 
forms of coaching. WABC worked the most out of other similar organizations to identify the tasks, 
qualities and abilities of the business coach. The organization acquired a reputation as the world's 
leading authority in the field of business training by insisting on the highest quality standards for 
members, the most rigorous programs and the most advanced credentials in business coaching. The 
association brings together members from 40 countries. Through collaboration with its partners, 
WABC offers various qualification opportunities in business coaching: Registered Corporate 
Coach (RCC), WABC Certified Business Coach (CBC), WABC Certified Master Business Coach 
(CMBC) Chartered Business Coach (ChBC). WABC organizes the event called Outstanding 
Contributions Awards, an award that recognizes the performance of business training professionals, 
whether or not they are affiliated with the association. WABC developed the online publication 
project Business Coaching World Wide (BCW), whereby people involved in the business coaching 
industry in over 120 countries enter into dialogue to discuss issues in the field. (World Association 
of Business Coaches) 

Henley Business School from the University of Reading represents a core in coaching research 
and development. Since 2004, more than 2000 managers have completed a coaching training 
program organized within the school and more than 250 people have completed the master program 
that started in 2009. Henley's coaching team is made up of renowned practitioners and academics 
who have contributed to the field since the 1990s. The training institution's programmes have triple 
accreditation: Association for Coaching, International Coaching Federation and European 
Mentoring & Coaching Council. The Henley Centre for Coaching, which operates within the 
institution, organizes a significant number of events, webinars and conferences every year. The 
year 2019 counted 19 such events. The educational offer in terms of coaching consists of: 
professional certification in coaching (PCiC), professional certification in supervision, master's 
program in coaching and behavioural modification and PhD in coaching research. The Annual 
Awards within the Henley Business School Conference aims at identifying research novelty as well 
as the special contribution in the field. In 2019, the conference was held on 18 October and 
included three awards: Coaching Book of the Year, Coaching Research Paper of the Year, 
Outstanding Contribution to Coaching. Based on the collected information, we have found that the 
institution's master's programme involves an investment of GBP 22,500 and takes at least 30 
months while an investment of between GBP 4,950 and GBP 6,250 is required for certifications. 
(Henley Business School) 
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The Association of Professional Executive Coaches and Supervisions (APECS) is a high-profile 
organization whose members demonstrate high-level professionalism. APECS provides coaching, 
supervision and executive consulting services for corporate organizations. APECS' mission is to 
ensure that in today's complex world, organizations have the ability to use coaching for ethical 
sustainable growth. The organisation was established in 2014 and aims at using a skills-based 
framework, as other similar organisations do. (Association of Professional Executive Coaches and 
Supervisions) 
 
3. Research methodology 
 

To close the gaps between quantitative and qualitative analyses (Rihoux and Ragin, 2009) the 
QCA (Qualitative Comparative Analysis) method was used as a research methodology. An 
important feature of the software is that it offers the possibility to analyse the relationships between 
the studied variables or the causal implications between variables or groups of variables. FsQCA is 
a program that uses combinational logic, set theory and Boolean minimization to determine to what 
extent certain variables or groups of variables are sufficient to achieve a result. Thus, data were 
extracted from a questionnaire that was subsequently processed using the fsQCA software solution. 

 
4. Findings 
 

Among the cases we have included: the need for regulation, the authorisation and affiliation of 
the trainers to an expert body or accredited body, the level of education, the level of certification 
and membership of an organization or association. Customer satisfaction is closely linked to the 
performance of the service provider. Consequently, we shall be testing to what extent causes 
influence performance. 

In the first phase, the conceptual model was developed according to Figure No. 1. The causes 
were classified among independent variables and as a dependent variable was considered the 
training of coaches. 

 
Figure no. 1. Conceptual model 

 
Source: Figure designed by authors 

 
A questionnaire was used to collect the data. The questionnaire was sent to organisations 

operating in human resources management. The sample chosen for analysis was of 100 people, and 
social media were electronic means were used as a transmission form. To improve the accuracy of 
the obtained result, only those questionnaires whose respondents had at least 5 years of practice and 
who spent more than half of their working time unfolding coaching activities were considered for 
the analysis. In the end, a total of 18 questionnaires were validated for processing. 

A Likert scale was used in the collection process, and then the results were calibrated by 
correlating the obtained values with scores set in the vague setrange from 0 to 1 (Table No. 1), 
according to the QCA methodology, resulting in Table No. 2. 
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Table no. 1. Scale calibration 
Valoarea mulțimii vagi Corespondent scală Likert 

1 Acord total 
0.75 Acord 
0.5 Nici acord nici dezacord 
0.25 Dezacord 

0 Dezacord total 
Source: Table designed by the author 
 
Subsequently, the following were defined as variables: 

- Reg –need for regulation, 
- Aut –authorisation and affiliation of trainers to an expert body or accredited body, 
- Edu – education level, 
- Certain – certification level, 
- Aso – membership to a professional organisation or association, 
- Perf – dependent variable – performance, 
- Rez – to highlight the result of vague set computation result of the conceptual model 

causes through the relationship: Rez = fuzzyand (Reg, Aut, Edu, Cert, Aso). The 
"fuzzyand" function returns the minimum of the analysed variables. 

 
Table no. 2. Calibrated vague sets for identified cases 
Caz Reg Aut Edu Cert Aso Perf Rez 

1 0.75 0.75 1 1 0 1 0 

2 0.25 1 0 1 0.75 0.75 0 

3 0.5 1 0.5 1 1 1 0.5 

4 0.75 0.25 0.25 0.5 0.25 0.25 0.25 

5 0.75 0.75 1 0.25 0.25 1 0.25 

6 0 0.75 0.5 0 0.75 0.25 0 

7 0.5 0 0.75 0.25 1 1 0.25 

8 0.75 0.75 0.75 0.75 1 0.75 0.75 

9 0 0 0.75 0.5 1 1 0 

10 0 1 0.75 0.75 0.25 1 0 

11 0.75 1 0 0.75 1 1 0 

12 1 0.75 1 0.25 0.75 1 0.25 

13 0 0.5 0.25 0.75 1 0 0 

14 1 1 0.75 1 1 0.75 0.75 

15 0.5 0.25 0.25 1 0.75 1 0.25 

16 1 1 1 0.75 0 1 0 

17 1 0.5 1 1 0.75 1 0.5 

18 0.75 0.75 1 1 0 1 0 
Source: Table designed by authors based on data collected by questionnaire 
 
For starters, we decided to test the consistency and coverage on the XY plane of the vague set 

using the "XY plot" function. Thus figure No. 2 resulted, illustrating the distribution of cases in the 
XY plan chart. It should be noted that the X-axis is used to illustrate the values of the Rez variable, 
and the Y-axis highlights the values for the Perf variable.  
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Figure no. 2. Distribution of cases in the XY plan chart 

 
Source: Figure resulting from the use of the XY plot function in the fsQCA software. 

 
Analysing the result, it was observed that in the case of X<=Y, the consistency is 1 which 

equates to the fact that the Rez variable is identified with the Perf variable. Consistency highlights 
the extent to which a combination of causality leads to a result. Thus, we can state that the 
background conditions are sufficient and necessary to achieve the result. Hence, the cumulation of 
causes leads to the achievement of the result. The consistency of 0.2727 for the X>=Y relationship 
means that the coverage is 27.27%. Specifically, the result highlights that the Rez variable 
represents 27.27% of the sum of the Perf variable’s members. Basically, only 27.27% of cases 
cover the result. The low consistency value highlights that the result is not exactly satisfactory in 
that there is no consensus on the cumulative causality among the respondents, even if the stated 
conditions lead to the achievement of the result. 

We then decided to test the extent to which each causal variable influences the outcome relating 
to performance to determine what causes coaches need to focus on to perform, namely to build a 
successful career. 

To highlight the extent to which the legal regulation of coaching professions leads to the 
performance result, we decided to produce a graph in which to highlight the consistency and 
coverage of the questionnaire’s result. On the X-axis we entered the cause as a condition – the Reg 
variable, and on the Y-axis we entered the values of the expected result – the Perf variable. By 
applying the "XY plot" function Figure No. 3 resulted. The consistency obtained for the Reg 
condition involving Perf is very good - 0.92. The 63.63% coverage shows that more than half of the 
respondents to the questionnaire consider the condition to be sufficient. The test results of this 
single condition are better than those when testing all cumulative conditions. 

The relationship between the need for authorisation and membership in accredited bodies such 
as expert bodies, on the one hand, and performance, on the other hand, is highlighted in Figure No. 
4. We decided to test the extent to which the Aut cause influences the Perf result. In this case, a 
consistency of 0.86 for X <= Y is observed, but the fact that most cases are at the top of the 
diagonal reveals that the stated condition is sufficientto lead to the performance result. The 
consistency in this situation is 0.7090 on the graph,noting that the studied cases are closer to the 
diagonal. Therefore, 70.90% of cases cover the result obtained. 
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Figure no.3. Causal distribution between the Reg variable and the Perf result in the XY plan chart 

 
Source: Figure resulting from the use of the XY plot function in the fsQCA software. 

 
In the following situation, we tested how the providers’ education level influences performance. 

In Figure No. 5 we tested the effect of the Edu cause on the Perf variable. We find that from the 
respondents’ perspective, education plays the most important role in defining performance 
compared to the previously tested causes. 

 
Figure no. 4. Causal distribution between the Aut variable and the Perf result in the XY plan chart 

 
Source: Figure resulting from the use of the XY plot function in the fsQCA software. 
 
It was observed in this case as well that the stated causewas also a sufficient condition for 

achieving the result of X's consistency on Y in the XY plane being 0.95, the highest achieved to 
date. A better score was obtained in the case of results’ coverage as well. 72.72% of respondents 
agree that the Edu variable influences the test result. 
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Figure no. 5. Causal distribution between the Edu variable and the Perf result in the XY plan chart 

 
Source: Figure resulting from the use of the XY plot function in the fsQCA software. 
 
An interesting result was obtained in the case of testing the likelihood of obtaining a high 

performance should a certification exist. In Figure No. 6 it is observed that the consistency value is 
0.86 and coverage is 0.7272. The obtained results are consistent with the cases Aut involves Perf 
and Edu involves Perf. Specifically, for consistency, a score similar to that in which the cause is 
presumed to be the need for authorisation as an expert (variable Aut) was obtained. Moreover, in 
the case of coverage, a score similar to that of testing the influence of education as a cause was also 
obtained. For this reason, we assume that there is a correlation between the 3 factors. Based on this 
hypothesis, we could test the cumulative influence of the three causes, but also additional testing 
for the entire sample of respondents without limiting ourselves to the analysis of the representative 
sample. 

 
Figure no.  6. Causal distribution between the Cert variable and the Perf result in the XY plan chart 

 
Source: Figure resulting from the use of the XY plot function in the fsQCA software. 
 
In the case of testing the influence of membership to an organization or professional association 

on the performance of coaches, Figure No. 7 resulted. For the consistency of X<=Y, the lowest 
value (0.82) of those resulting from testing of the influence envisaged factors was obtained. And 
the coverage score is among the lowest obtained (0.6909), but it is a satisfactory one given that 
69.09% of cases cover the result. 
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Figure no. 7. Causal distribution between the Aso variable and the Perf result in the XY plan chart 

 
Source: Figure resulting from the use of the XY plot function in the fsQCA software. 
 

5. Conclusions 
 

The study was intended to highlight how causal factors such as the need for regulation, 
authorisation and affiliation of coaches to an accredited body of experts or body, education level, 
certification level and membership to an organization or association influence coaches’ 
performance in England. We consider the result to be particularly satisfactory (in terms of 
individual testing of cause-and-effect relationships), but also in general (in terms of cumulative 
case testing concerning the effect). 

In the case of testing the cumulative effect of the causes on the result, a consistency score of 1 
was obtained with coverage of 0.2727. Since the consistency score is maximum, we can conclude 
that the causal elements identified by us are sufficient to affect the performance level. However, 
given that the consistency score is quite low, we consider that there are other elements that might 
influence the coaches’ performance, which have not been taken into account. 

Analysing, in particular, the results as to the separate influence of each cause on the result, we 
found that all conditions were sufficient for the coaches’ performance: in the case of regulation a 
consistency score of 0.92 was obtained, with coverage of 0.6363; in the case of expert 
authorisation, the consistency score of 0.86, with coverage of 0.7090 was obtained; the best score 
involving a consistency of 0.95 and coverage of 0.7272 was obtained in the case of education; in 
the case of certification, the consistency score of 0.86 with coverage of 0.7272 was obtained, and in 
the case of acquiring of the membership to professional associations and organisations, the 
consistency score obtained is 0.82 and the coverage score 0.6909. 

Therefore, we can conclude that a person who wants to become a successful coach can achieve 
his/her goal if he/she envisages developing a career based on the analysed factors. The result can be 
achieved in the case adopting a development strategy built while considering any combination 
composed of the variables studied in this research. 
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Abstract 
 

     The truly unique skills that differentiate people from different professions, as well as the 
competitive advantage generated by technological innovation and an appropriate IT infrastructure 
are the elements that contribute to sustainable development, performance, competitiveness and 
organizational excellence. 
    The human factor is a crucial element, which has a special feature, namely that it can be both a 
key component generating performance and a unique vulnerability (sometimes predictable, 
sometimes surprising/unpredictable) of the entire organizational or state system. 
    Considering the fact that the literature in the field highlights both the imperative of investing 
consciously and appropriately in the human factor in order to achieve performance and sustain a 
high level of competitiveness, and the fact that innovation is a source of obtaining and 
consolidating the sustainable competitive advantage, through our approach we follow to 
demonstrate the truth value of these requirements frequently invoked in scientific discourses, using 
the evidence revealed in organizational practice. 
  
Key words:  Performance, Personnel management, Competitiveness, Decision  making 
J.E.L. classification: L25, M12,  D91 
 
 
1. Introduction 
 
     At the same time with the adaptation of management to the current needs of competitiveness, in 
a dynamic and complex external context of the organization, it was concluded that managers must 
take all necessary steps to ensure the flexibility of the organizational structure, decentralization of 
decision at the right time through specific empowerment of punctual actions, improving employees 
and exploiting their capabilities, and last but not least, maintaining a structure of employees 
sufficiently motivated, so that they are willing to invest their know-how and their precious time in 
the organization. Both employees and employers must be aware that, absolutely at any time and in 
any field, time is money! 
     The complexity of the managerial act requires the managers of today's organizations, revitalized 
by continuous knowledge, digitized and in continuous and accelerated transformation, to know 
very well the organization and to be able to dispose accordingly and in full knowledge, meeting the 
other complementary criteria, such us: know what, know why, and  know who . 
     Organizational diagnosis becomes a must have in the context of increasing organizational 
competitiveness and performance, in the huge effort to achieve excellence. To shape an overview, 
managers need to know the personal characteristics of employees, the variety of skills, the identity 
and significance of work tasks versus employee autonomy, feedback of results, elements of 
individual efficiency, performance norms, interpersonal relationships, group dynamics and conflict 
mediation, information culture, technology, existing IT infrastructure, as well as guidance, 
measurement and control systems.  
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    Only in this way a manager can master the organizational design and be able to master the 
appropriate techniques to attract competitive advantage. Effective coordination includes the ability 
to understand, predict, and control each individual behavior as well as overall organizational 
behavior, which is not an easy task, especially in a context where both the manager and 
subordinates belong to the same and unique category:  the human factor. 
    The complexity of the managerial act must take into account two particularly relevant 
components, namely: the tasks to be performed as close as possible to perfection and individuals 
whose behavior must be standardized for effective cooperation, but without restraining their 
creativity and harming the innovative side.  
    Competitiveness and performance will be successfully achieved when all the pieces of the 
organizational puzzle fit together, which is not exactly a simple managerial task. 
     The success, performance and competitiveness of any organization depend, in an overwhelming 
way, on the management of human capital, because it is no secret that the competitive 
organizational advantage lies in the quality of the human factor. In this context, in which managers 
are concerned with achieving excellence and public recognition of the success of the organization 
they lead, they must also take into account the complexity of the ethical issues facing 
organizations, in the competitive environment in which they operate. 
     A successful manager will always know that a loaded consciousness with remorse when 
organizational progress enters the morale zone with boots will destroy the false success built and 
pollute the excellence obtained. Morality is not a mechanism of rules applied to the organization 
mechanically. Morality is gradually imprinted and puts on true professionalism, outlining the 
design of total success. 
     Beyond the universal recipe for ethics, each organization will have its own imprint of moral 
values with which it will enter the competitive scene in the specific field of activity. A competitive 
advantage obtained responsibly, becomes an organizational virtue, a performance in itself, loaded 
with multiple satisfactions. 
 
2. Literature review 
 
    In recent years, the implications of the phenomenon of globalization require in the literature 
extensive discussions on the notion of global competitiveness, which is indisputably related to 
performance and connected with obtaining and maintaining competitive advantage. The analysis of 
this operative and functional chain is based on the human factor, the productive capacity of people. 
“Skills, experience and knowledge have an economic value for organizations, because they allow 
the organization to be productive and adaptable; thus, people constitute the human capital of the 
organization. Like other assets, human capital has market value, but unlike other assets, the 
potential value of human capital can be fully realized only with the cooperation of the person. 
Therefore, all costs related to the generation of productive behaviors from employees - including 
those related to their motivation, monitoring and retention - are human capital investments made in 
anticipation of future profits” (Jackson, 1995). 
    Both the literature and the practice have highlighted, over the years, the fact that a managerial 
priority must be the human factor, in order to achieve overall individual and organizational 
performance, a context in which we emphasize a great managerial challenge, namely that of 
adapting the managerial style to all phases of the organizational life cycle, especially in the context 
of the uniqueness of human capital (because, undoubtedly, people cannot be separated from their 
knowledge, skills, or values, as with financial or physical assets - tangible assets). This is 
necessary, taking intp consideration the indisputable fact related to the various stages of 
development of the organization, such as start-up, growth, maturity and perhaps decline and 
rebirth. The fact that in the context of the stages of the life cycle of organizations, the human factor 
must also adapt in turn, no longer requires additional arguments. 
    Usually, the approach to human capital begins at the individual level, continues at the team level 
and is completed at the level of organization, branch of activity or even country. “Rather, the whole 
approach provides a microfoundation for exploring a macro set of phenomena” (Wright, 2011). 
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   As for the notion of competitive advantage, although it was originally introduced in the language 
of foreign trade, now, the phrase has become part of the entrepreneurial culture. An organization 
can gain a competitive advantage if “its entire management allows and supports a rapid 
accumulation of modern means of production and specialized professional skills, promotes 
decisions that favor the modernization of production processes adapted to the market and the 
optimal abandonment of those in economic maturity, ensures a climate of stimulating change 
towards continuous performance, etc.” (Udrescu, 2012). 
    In the advanced context of globalization, competitive advantage and performance are considered  
key concepts, which must be treated with the utmost responsibility. In addition, it is questioned that 
the latter concept also includes the component of social responsibility (institutional or corporate, as 
the case may be), which plays a decisive role in issues related to competitiveness, competition, job 
security, financial stability (and why not increase earnings), as well as good relationship with the 
environment outside the organization (including compliance with environmental policies). 
     If competitiveness means achieving prosperity and generating the well-being of the population, 
then each organization, in turn, must be able to develop a competitive system, in which the human 
factor, along with other decisive factors, must generate distinctive skills and, further, competitive 
advantage. 

“The logic of competitive advantage has been the subject of much controversy. […] Many 
critical approaches point out that, in the worst case, competitive advantage is nothing more than a 
tautology. […] The tautological character of the concept of competitive advantage is highlighted by 
a cause-effect confusion” (Marinescu, 2014). The authors who support this theory consider that the 
methodological lack of consistency comes from the fact that the logic by which the competitive 
advantage is validated is intended to be of the ex-ante model, but the true justification can only be 
established by a detailed control and analysis such as ex-post (which shows the achievement of 
performance related to competitive advantage).  
     Paradoxically and ironically at the same time, other authors believe that there are organizations 
that can not specify exactly what is the source of competitive advantage, which is why the 
sustainability of the latter is questioned, due to the ambiguity of the situation. Even if it seems 
unlikely, this may be due to the fact that the factors that the organization controls are particularly 
complex and interdependent. Although managers have opinions and hypotheses about the source of 
the competitive advantage registered in the specific field of activity, and the fact that the plausible 
explanations can be multiple, makes the uncertainties persist. 
    However, the issue of the sustainability of the competitive advantage in order to achieve 
sustainable performance is closely linked to the possibility of implementing a strategy that would 
allow the imitation of the previously registered competitive advantage. This is also connected with 
a very clear vision of the future of the company / organization. 
    Beyond all the aspects mentioned in the last two paragraphs, there is the certainty that, 
undoubtedly, the competitive advantage is generated both by internal factors (such as individuals' 
creativity and ability to innovate, organizational culture) and by external factors (such as: flexibility 
to respond to changes in the organization's external environment, adaptability and ability to be 
equipped with appropriate software, diagnosis and scanning of the external environment and the 
ability to obtain and process information quickly, appropriate approach to technical and 
technological changes, etc.).           
    Taking into consideration all these aspects, we consider that the organizational reality is 
extremely dynamic and that the competitive advantage, as it is gained, can be lost, if there is no 
creativity, entrepreneurial innovation, seriousness and involvement at all organizational levels. Of 
all these aspects, we want to emphasize that, unfortunately, innovation cannot be planned, just as 
the other issues listed are not very easy to obtain and control. Thus, in the light of the above, we 
consider that, at present, there is no institutional/organizational arrangement that can guarantee a 
continuous competitive advantage, in any field of activity and that the prospects are also modest 
(although innovation is manifested in both technological and administrative forms). 
     Creativity is also a very relevant factor. Unfortunately, in our country, only in recent years its 
importance has been emphasized in the education system. Perhaps things would have been different 
if creativity had always been stimulated and encouraged, without prejudice, criticism and other 
value judgments that lead to fear and the thought of failure. “Adult creativity, however, is a matter 
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of technique and inspiration […] Inspiration is ubiquitous. It is found in any sensation or stimulus. 
You just have to be perceptive and decipher what is in front of you” (Alexa, 2019).  
     From this perspective, we consider that the competitive advantage is nothing but the ability of 
the organization/ company /institution to achieve superior performance to its competitors, from the 
perspective of its core existence. In some situations it is easier to decipher, by reporting to 
profitability, but in others it is more difficult (especially where it is not possible to discuss figures, 
profits, prices, etc.). For example, in the case of organizations that provide services of public 
interest to citizens when we refer to the competitive advantage and the competitive environment, 
we refer to the promotion of what is unique, by providing prompt and quality services, by offering 
a wide range of opportunities and so on. 
     However, the literature emphasizes that competitive advantage is at the heart of performance, 
and the practice complements the concept that where performance is measured, it is improved, and 
where performance is measured and analyzed in detail, performance improvement is accelerating. 
     Organizational performance is one of the key concepts in managerial research and is also an 
indicator that specifies in a concrete way how fair an organization achieves its goals at a given 
time. “As time goes on, organizations are facing upward trends, and this is causing them to take 
over operations efficiently. The world is moving at a fast pace and has practically become a global 
country, and in order to compete with other organizations and move forward it is more than 
necessary for organizations to implement such healthy practices that help to produce maximum 
results” (Vlas, 2018). 
     From a managerial point of view, “decision-making must be made based on information and, 
in this sense, it is essential to share information for correct decision-making by employable 
[…]. The organization's information management capacity plays an important role in the 
development of customer management, processes, operations, and performance, which in turn 
influence favorable measures of financial efficiency, customer satisfaction, human resources, and 
organizational performance” (Ribeiro, 2018). 
    Individual performance is the degree of fulfillment of the tasks that define the position held by 
an employee and refers to the contribution he makes to achieving the objectives that the 
organization proposes. In this case, the individual performance must be directly correlated with the 
group performance and the organizational performance, therefore the specialized literature reminds 
about ensuring an optimal individual performance, in compliance with the normative acts in force, 
in order to obtain the desired performance of top management. 
    In this context, performance management also includes performance evaluation, in the sense that 
through this control tool it is possible to highlight the difference between the established standards, 
the objectives pursued and what was actually achieved by each employee, as well as at the level of 
the entire organization. “The lack of knowledge of legal provisions and expansive behavior in 
pursuit of development, leads to serious violations and the creation of impediments in the 
harmonious development of the competitive environment” (Caraganciu, 2019). 
    Today, performance and competitiveness cannot exist in the absence of computerization, 
automation and digitization. This trend will definitely intensify in the coming years, especially that 
some Romanian employees are being true performers in this field. Gradually, within organizations, 
companies and institutions, traditional, analog, face-to-face interactions with the customer will be 
replaced by complete or partial digital interactions, especially since the so-called digital experience 
and digital engagement are already being talked about and implemented. 
     In the light of all the above considerations, “we mention that digitalization is not an industry 
related to a certain field, but it represents a cross-cutting approach that fundamentally changes the 
paradigm of life and continuously raises the quality of life” (Zugrav, 2019). 
 
3. Collection of data 
 
     In our case study, which we designed in an inductive manner, the research was conceived 
through a self-administered questionnaire, applied by e-mail, to a number of 100 subjects - people 
working in Romanian public institutions, from all counties of the country (both rural and urban). 
The period in which the questionnaire was prepared, launched and received was September 2019 - 
May 2020. 
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     We mention the fact that the questionnaire was sent based on Law no. 544/2001 on free access 
to information of public interest, motivated by the need to guarantee an answer that is as real, 
conclusive and completed accurately. 
     The following specific elements were taken into account in the formulation of the questionnaire: 
the right of the respondents to voluntarily withdraw from the study at any time and / or not to 
answer all the questions; protection of respondents' privacy; the central purpose of the study and 
the procedures to be used in data collection; the signature of the participant as well as the 
researcher (Creswell, 2013). 
     We emphasize that the respondents work in different fields of activity (agriculture, social 
inspection, employment, statistics, culture, education, local public administration) and hold both 
executive and management positions. 
     We consider that the study respects the conditions of validity, taking into the consideration the 
fact  that the respondents are different ages (the youngest respondent is 27 years old and the oldest 
is 60 years old; the average age is 44 years old) and are part of both sexes (60% women and 40% 
men). 
    The design of the questionnaire was made using non-repetitive, unique questions and it 
contained 9 directive questions, 2 semi-directive questions and an open non-directive question, 
through which the respondents were given the opportunity to express their opinions with their own 
arguments. 
     We estimate that each respondent had to allocate somewhere to a maximum of 30 minutes, a 
reasonable amount of time, in which both very relevant qualitative and quantitative data on the 
subject under discussion were obtained. 
     We consider that this questionnaire was designed to reflect the connection between the notions 
presented at the theoretical level, underlined in the literature, in the first two points of our paper 
and the knowledge gained in specialized practice by respondents who were kind enough to 
complete the form with questions. 
     In our opinion, the research has a pronounced applicative character, aiming to achieve the 
general objectives of the study. The first of these concerns the demonstration of the extent to which 
subjects know the notions of human factor and human capital, on the one hand, as well as 
competitive advantage and competitiveness, on the other. At the same time, our investigation 
reveals the extent to which respondents understand the characteristic elements of human capital and 
the extent to which they consider that competitive advantage and competitiveness are closely 
linked to performance. 
     The second objective was to identify the extent to which respondents know the relevant 
European / international instruments on human capital, competitiveness and performance, as well 
as the extent to which they understand / interpret the differences between our country and other 
European countries, regarding the subject studied.  
 
4. Data analysis and Results 
           
     As mentioned before, the questionnaire includes an open-ended question, through which the 
respondents had the opportunity to express their personal opinion on the concept of 
competitiveness, while making the difference / distinction from the notion of competitive 
advantage.  In this regard, we emphasize that none of the respondents stated that they do not know 
the meaning of the notions, each of them approaching the subject either from a macro point of view 
(situations in which 70% of respondents included definitions from the economic sphere) or framing 
the notion in the field in which it operates (micro level). Only one respondent stated that, from his 
point of view, in public institutions in Romania there is neither competitiveness / competitive 
advantage, nor performance. 
     In this sense, in the figure below, we present a series of elements from the structure of the 
answers: 
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Figure no.1. Configuration regarding the notion of competitiveness and competitive advantage 
 

Opinions on the notion 
of competitive 
advantage  

Answers Considerations 
regarding the notion of 
competitiveness 

Answers  Considerations 
regarding the 

notion of 
performance 

Answers 

Creativity generating 
unique assets 

25 The ability  to  resist 
competition 

38 Performance is 
complementary to 
competitiveness 

2 

Ability to deal with 
competitive rivalries 
 

19 The ability to adapt to 
new technologies 

17  
An exceptional 
result obtained by 
an organization 
 

 
 

13 

Superior performance to 
competitors 
 

35 Speed in providing 
quality public services 

4 Ensuring an 
optimal individual 
performance, in 
compliance with 
the normative acts 
in force, in order 
to obtain the 
performance 
desired by the top 
management 

49 

Desideratum of any 
organization in 
competitive conditions 
 
A                  
differentiating factor and 
a concrete benefit  

18 
 
 
 
 
 

3 

The ability to deal with 
new challenges and to 
impose through 
innovation 

8  
Performance is 
the way in which 
an organization 
achieves the 
objectives it has 
set for itself 
 
Performance 
means economy, 
efficiency and 
effectiveness 

 
33 
 
 
 
 
 
 
 

3 

  Organizational 
performance reflected in 
the degree of citizens 
'trust 

8   

  The engine that gives 
life to any activity 

3   

  The key to 
competitiveness and 
performance is 
creativity 

7   

  The ability to perform 
and overcome 
competition 

12   

  The pertinent and 
efficient answer to the 
beneficiaries' 
requirements 

       3   

Source: Own research of the authors,  based on a series of data provided by an initial case study presented 
in the paper of the same authors, entitled  The Challenges of Increasing the Competitiveness of Human 
Capital in Public Institutions in Romania, in the Context of the Phenomenon of Globalization, presented 
at the International Conference „Global Economy under Crisis”, 2019 Edition, ,,Ovidius” University of 
Constanta. 

 
     The first hypothesis tested, made by correlating 2 other questions from the questionnaire, brings 
to the forefront of the research even the respondent/ official/ employee and the organizational and 
managerial conception of the organization from which he comes. Thus, hypothesis no.1 looks as 
follows: In the organization which I represent, management places a special emphasis on 
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individual performance (pursuing an optimal level of performance), these being considered the 
main source of competitive advantage. 
     Unfortunately, the hypothesis was not confirmed by the respondents. They made somewhat 
similar statements, from which it was concluded that, in Romanian organizations, the aim is to 
complete tasks within the set deadlines, rather than performance, gaining competitive advantage 
and excellence. 

   
Figure no.2. Hologram of answers. Adaptation after Van Vlock 

According to the 
hypothesis 

 10% 

Unsure, reported to 
the hypothesis 

 68% 

Disagree with the 
assumption 

       22% 

      Source: Own research of the authors 
    
  Taking into consideration the fact that the human factor, human capital, competitive advantage 
and competitiveness are links that are part of the chain of performance and professional excellence, 
hypothesis no.2 (formulated based on 3 other questions in the applied questionnaire, which 
logically correlate their answers) was formulated as follows: In the current activity I heard / used 
the indicators HCI, GCI and KPI, and  in my opinion these tools are set taking into account other 
correlated and interdependent elements and notions. 
        

Figure no.3. Additional explanations adjacent to the hypothesis tested 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
           Source: Own research of the authors 
 
     In interpreting the answers and to determine the truth value of the hypothesis stated above, the 
Likert scale, from psychometry, was used. We used a nominal scale of 5 values, which we have 
introduced a relation of order, correlated with the hypothesis. Analyzing the answers provided by 
the respondents, it is observed that the hypothesis was confirmed, the structure of the answers 
showing as follows: 
 
   
 
 
 
 
 
 
 
 
 

HCI=Human Capital Index 

GCI= Global Competitiveness Index 

KPI=Key Performance Indicator 
K-competitive advantage 
P-performance 
I- comparability to various references 
 Health Educatio

Key for improving 
 living standards 

The success of 
an organization 
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     Figure no.4. Respondent's attitude towards  the link between  human capital, competitive advantage, 
competitiveness and performance. 

Totally agree 
with the 

statement 

Agree with the 
statement 

Somewhat agree 
Partial 

agreement 

Partial 
disagreement 

Totally disagree 
with the 

statement 
1 2 3 4 5 

        
 
 
 
Totally agree with the statement 60  
Agree with the statement 10 
  Somewhat agree/ Partial agreement 8 
Partial disagreement 20 
Totally disagree with the statement 2 

 
 

 
 
 
 
 
 
 
 
Source: Own research of the authors 

                       
 
Hypothesis no. 3 was formulated correlating 3 other questions in the questionnaire, as follows: 

All EU countries, but especially our country, must adapt their reporting to competitiveness and 
performance, strengthening their social cohesion and putting a much higher emphasis on 
knowledge, information and telecommunications technology, innovation and human capital 
optimization. 

 The hypothesis was confirmed in  [+2, +3] interval , and the result was obtained using content 
analysis, called thematic-categorical. The method consists in cross-sectioning the discursive corpus 
(of a certain fragment of the discourse) and analyzing it separately from the rest of the text, in order 
to obtain a favorable, unfavorable or neutral direction, which the respondent has in relation to the 
topic under analysis. 

         
 Figure no.5. The attitude scale used in analysing the hypothesis targeting Romania and EU countries 
 
 
 
 
  Source: Own research of the authors 

 
      The last hypothesis, based on the last question in the questionnaire, was analyzed using the 
method of ranking - a comparative method of scaling, which requires the investigated subject to 
rank all the stimuli investigated according to the evaluated criterion. The hypothesis looks as 
follows: The competitiveness of human capital must be considered a must have  in any 
organization. 
       

 

very favorable           +3  __+2__+1__0 __-1__-2__-3        very unfavorable 
The zero point (0) -the neutral attitude to the hypothesis assertion 

 

Remarks:  

♥ People who partially agreed with the 
statement in the hypothesis, 
mentioned that they had heard about 
all these notions, but so far have not 
used them in their current activity. 

♥ The people who denied the hypothesis 
also stated that they had not heard of 
these indicators or that they vaguely 
remember them. 
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Figure no.5. The table of answers in the rank ordering method regarding competitiveness of human 
capital 

Criterion and 
motivation  

Rank 1 granted Rank II granted Rank III granted Total correlation 

A. Must have 48 36 16 100 
B. Unconcern/ 
carelessness/apathy 

12 28 60 100 

C.Untouchable 
luxury 

40 36 24 100 

Total  100 100 100  
        Source: Own research of the authors 
 
    For the processing of the related information, each rank is assigned scores from n to 1, where n 
represents the number of stimuli investigated (in our case n = 3), and the ranks are those given by 
the following mathematical formulas: 

A = (3x48+2x36+1x16): 100=2,32 

B = (3x12+2x28+1x60):100=1,52 

C = (3x40+2x36+1x24):100=2,16 
     The results show that the hypothesis has been confirmed and that, without any doubt, the 
competitiveness of human capital must be considered, from any perspective we would look at 
things, as a must have and not an untouchable luxury. 

 
5. Conclusions  
 
    Through the study applied in this paper, we have demonstrated that the link between the human 
factor, human capital optimization, competitive advantage, competitiveness and performance is 
indisputable. 
     Both, the literature as well the study conducted in Romanian public organizations, confirm, once 
again, that the performance and competitiveness of human capital are particularly relevant for 
organizational / state management and that times when they were seen as an impossible luxury to 
achieve have passed, even if this involves huge implications, major sacrifices and countless and 
difficult to quantify adaptations to the turmoil of the external environment and the challenges posed 
by the phenomenon of globalization. 
     In the opinion of the authors and regarding the limits of the research, we consider that this paper 
debates a very complex issue, which can be viewed from several perspectives (sociological, 
pedagogical, managerial, administrative, political), which was why it was difficult to follow a 
unique research path. 
     In other words, we consider that a larger study (with over 100 respondents) would have covered 
a much longer period of time, given that the data collection took about 4 full months and took place 
in two distinct stages (September-October 2019, April-May 2020). We emphasize this because 
perseverance and insistence were needed, given the fact that in order to obtain the 100 
questionnaires analyzed, over 300 e-mails were sent to organizations / institutions / authorities in 
Romania. 
    On the other hand, the deepening of the investigation and the improvement of the quality of the 
work could have been achieved, if we had had the possibility to obtain face-to-face interviews or to 
organize focus groups, which, certainly, would have brought to light many other relevant details for 
the topic under discussion. 
    However, we can conclude by emphasizing that the human factor is a unique element that can 
bring impressive benefits to the organization, if its management is able to motivate it to generate 
performance and block the vulnerabilities of the human capital system. 
    Sustainable development, sustained performance, competitiveness and organizational excellence 
cannot be achieved without the unique contribution of the people - who constitute the most 
important capital and without the competitive advantage obtained through an adequate 
infrastructure, by updating the IT architecture and investing in the innovative component. 
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Abstract 
 

Organizational behavior is the study of performance and action, both in groups and 
individually, within an enterprise. This field of study scans human behavior in its work 
environment. 

Organizational behavior determines the effect on job structure, performance, communication, 
motivation, leadership, decision-making skills, etc. The way the individual behaves and the 
behavior as a group has two perspectives - internal and external. 

The aim of the paper is to define the theoretical concepts underlying individual behavior and 
group behavior in organizations and the theoretical and practical basis of the contribution of 
group efficiency assessment by identifying group dimensions that need to be improved to increase 
individual effectiveness. 

To exemplify these theoretical notions, we applied a questionnaire to a number of 102 subjects, 
aged between 18 and 65 years and from different social classes. The questionnaire examined the 
effectiveness of the group from the perspective of eight dimensions: purpose and objectives, roles, 
team processes, team relationships, intergroup relationships, problem solving, passion and 
commitment, skills and learning. 

 
Key words: teamwork, behavior, organization, decision-making skills, performance 
J.E.L. classification: M 50, M 54, M59 

 
 

1. Introduction 
 

Organizational behavior is the study of the performance and action, both in the group and 
individually, within an enterprise. This field of study considers human behavior in its work 
environment. 

Organizational behavior has an effect on job structure, performance, communication, 
motivation, leadership, decision-making skills, etc. The way in which the individual behaves, and 
the group behavior have two perspectives - internal and external. 

Most of the time, in an organization, we cannot choose the teams we want to be a part of or the 
people we would like to work with, the establishment of the teams being a management decision. 
And because, in this way, we are often placed in a situation which involves working with people 
we do not know very well, it is important from the first moments to establish the rules according to 
which we will carry out our teamwork. Another important aspect which helps us achieve our goals 
is maintaining a constant relationship with the management of the organization. Most of the time, 
communication is performed via the team leader, who must be constantly up to date with the stage 
of the activity’s development, the resources necessary to achieve the objectives, changes of plans 
which occur along the way, the needs of the team members. 
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If the meetings and teamwork do not take place in a climate of collaboration and openness, the 
leader will not be able to identify the real problems within the team, communication with the 
management team will not be objective, and support from the management will be delayed, a fact 
that, most of the times, leads to the failure of the team. As long as the change in the attitude of each 
member towards the team and towards the organization will be delayed, the effectiveness of 
teamwork, personal and group satisfactions will also be delayed. 
 
2. Theoretical aspects regarding individual and group behavior 

 
The evolution of groups can be analyzed, according to Tuckman and Jensen (Tuckman&Jensen, 

1977, pp. 419-427), from the perspective of five stages, namely: 
 
Table no. 1. Stages of group development 

Stage 1 Stage 2 Stage 3 Stage 4 Stage 5 
„Forming” „Storming” „Norming” „Performing” „Adjourning” 

when tasks, rules 
and methods are 
discovered, 
information and 
resources are 
obtained and the 
leader is the 
support; 

when internal 
conflicts arise and 
evolve and group 
members 
emotionally reject 
the task; 

when the conflict 
settles and 
cooperation occurs, 
opinions are 
exchanged and 
new standards and 
rules emerge; 

when working in a 
team, roles are 
flexible, solutions 
are found and 
implemented; 

when the group 
dissolves and 
people disperse 
after completing 
the task. 

Source: Adapted from (Tuckman and Jensen, 1977) 
 
Analyzing the steps described above, one can see that a prerequisite for the functioning of the 

group is the establishment and acceptance of the rules according to which the group will operate. 
The ideal situation for the organization is when the informal (unofficial) rules of the group coincide 
with the formal (official) rules of the organization. The responsibility for ensuring the existence of 
this harmony between the informal and formal rules of the group rests with the manager, in 
exercising his/her functions, the compatibility of the two types of rules being essential not only for 
the group’s functioning, but also for its performance. 

The group influences effectiveness by size, members’ characteristics, individual objectives and 
roles and the group’s stage of development (Macarie&Moldovan, 2018, pp. 71-87). Each individual 
belongs to an age, sex, religion, social category, family, group of friends, etc., which are 
assimilated in the form of cognitive-affective structures, which are part of the self-image and 
determine, mediate the behavior. 

In other words, the group is the natural framework of people’s life and activity, the community 
which performs a secure function, a support in situations of stress, problems, etc. Supplementary, 
the group also fulfills a formative function - in which the personality is formed. Ultimately, society 
influences the individual primarily through the group that encompasses him/her. 

An interesting fact is that until preadolescence the reference group is the family, which offers 
models of behavior, clichés of appreciation and reaction, opinions, knowledge about nature and 
society (family being the first socio-cultural matrix); during (and after) preadolescence  the 
reference group is the same age group. The „in group” and the reference group may not coincide, 
the individual being axiologically anchored to another group. The distinction between in group and 
reference group reveals the continuous correlation between reality and aspiration, present and 
future. 

Organizational behavior is the study of individuals and groups in organizations. It involves 
understanding, predicting and controlling human behavior.  

The field of study of the organizational behavior is to understand people's behavior and 
relationships with other variables which are included throughout the organization. The study of 
organizational behavior involves understanding (Dindire, 2012, pp. 16-32): 
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• people's behavior; 
• the management process; 
• the organizational context in which the management process takes place; 
• organizational and work processes; 
• interactions with the external environment of which the organization is a part. 

There is a cooperation relationship between what happens inside organizations and what 
happens outside. Fiona Wilson believes that we also need to look beyond what we normally 
consider an organization and think about the work process in broader terms (Wilson, 1999). 
Starting from the variables described above, we can identify four dimensions which collectively 
influence behavior in organizations:  
• The individual; 
• Group; 
• Organization; 
• Environment. 
 
Figure no. 1. Dimensions of influence behavior in organizations 
 
 

  
 
 
 
 
 
 
 

 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Adapted from (Wilson, 1999) 
 
Analyzing the above figure, we see that the individual is a central component of organizational 

behavior and a necessary part of any behavioral situation, whether acting individually or as part of 
a group, in response to organizational expectations, or as a result of environmental influences. Each 
individual brings to the organization a history of attitudes, values and experiences. 

Individuals have unique personalities which create predispositions for certain behaviors. Where 
the needs of the individual and the requirements of the organization are incompatible, situations of 
frustration and conflict may arise. It is the task of the managers to create an environment which 
allows the needs of individuals to be met and at the same time to achieve organizational goals 
(Vlasceanu, 2003, pp. 131-133). 
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3. Research on individual behavior versus group behavior within organizations 
 
The research was, from a methodological perspective, a questionnaire applied to 102 subjects, 

with ages between 18 and 65 and from different social classes. 
The research instrument used was the questionnaire, limited to 20 questions. The main topics 

covered, regarding individual and group behavior, were:  
• group membership; 
• sharing the group of common rules of conduct; 
• teamwork and individual drive; 
• arranging the priorities in view of fulfilling the group's needs; 
• the feeling of accomplishment within the group; 
• individual efficiency versus group efficiency; 
• the efficiency of communication within the group; 
• appreciation of other members’ efforts; 
• taking the initiative within the group. 

People live organized in groups because they are social beings, who bring with them interests, 
experiences, knowledge. By belonging to a group we agree to submit to its influences and habits. 
Sometimes, we make these choices based on what defines us, or for the simple reason that we want 
to be accepted in another framework. Within the studied community, out of 102 surveyed people, 9 
answered that they do not belong to a social group, which means a percentage of 8.82%. The 
remaining 91.18% consider that they belong to a social group. 

Each person, depending on their character and behavior, sees the role of the group he/she is a 
part of in a different manner from the other members of the group, thus the 102 respondents stated 
that: 

 
Figure no. 2. Statements which best reflect the behavior of the work group 

 
Source: Own interpretation 
 
Individual reinforcement is a phenomenon of encouragement produced by the feeling of 

belonging to the group and of achievement within the group. On a scale of 1 to 5 (1 being the 
minimum, 5 being the maximum), the feeling of accomplishment within the work group in relation 
to the work carried out is divided among the 102 respondents as follows: 
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Figure no. 3. The feeling of accomplishment within the work group in relation to the work carried out 
 

 
Source: Own interpretation 
 
Even if at first sight the members of a team do completely different things from each other, they 

all need the information of their colleagues, thus a chain forms. And the elimination of any element 
which forms it, leads to the fall of the whole. Only when things are put together and the purpose of 
the team is fulfilled, the importance of each member is seen and we appreciate the efforts of the 
other members of the work group: 

 
Figure no. 4. Do you appreciate the effort of the other members who contribute within the group? 
 

 
Source: Own interpretation 
 
According to the collected results, within the created community, over 50% of the respondents 

appreciate the efforts of the other team members, being aware that only together they can fulfill the 
team's goal. 

Communication within the group is another topic tackled in the questionnaire which needs to be 
addressed and analyzed, allowing exchanges of ideas and emotions, providing conditions for 
sharing experiences, discussions in order to solve conflicts or to identify problem-solving solutions.  

The research emphasized the fact that over 80% of the study’s participants are satisfied with the 
communication within the work group, which allows solving problems between them much faster 
and without involving the team leader. 
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Figure no. 5. The members of the group take the initiative to solve the problems between them 

 
Source: Own interpretation 

 
4. Conclusions 
 

The analysis undertaken in this paper details persuasive results and has shown that: the 
membership of individuals in a social group is greater than 90%; the work group, in a 50% 
proportion, sometimes shares the same rules of conduct within it; the feeling of accomplishment 
within the group in relation to the work carried out is present more within the masculine 
community than the feminine one; the ability to be more efficient alone and not within a team is a 
characteristic usually encountered in individual male behavior; the work / reward ratio is better 
seen by men than by women; age influences individual behavior and group behavior, as well as 
norms of behavior within the group. 

Making some correlations between most of the answers collected we can briefly conclude that 
almost all people are part of a social group, a group which appreciates the unique individual 
qualities and shares approximately the same behavioral norms. The work group is a fairly common 
group, created in order to solve significant common projects / problems / situations, where each 
member makes additional efforts, boosting the individual capacity of each member. 

From a professional point of view, if work is carried out in a team, it goes without saying that 
the priorities of the group / work team are arranged according to its needs, limiting the importance 
of daily activities to some extent. 

The undertaken research shows that the creation of the group is a beneficial, but extremely 
dynamic process, and in order to maintain the effectiveness of the group, its members must be 
aware of their role and abilities. Human behavior in the work environment has effects on: the 
structure of the group to which it belongs, the individual, but also the group performance, the 
development of communication, the increase in motivation, the development of decision-making 
skills, etc. Activity in a group can increase job satisfaction and motivation, especially for those who 
value social interactions. 
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Abstract 
 

Knowing the motivation of students to adapt to the university environment is imperative in 
developing volitional strategies, increasing the quality of learning, improving learning practices 
and methods, student life. Academic experience is an intense process of preparation for social 
adaptation. In the context of the university framework and activity, motivation can be presented in 
a threefold hypostasis: as a premise or factor that guides the student to the act of learning, as a 
process with the role of involvement and support in learning and as a product or result of learning, 
showing a state of concordance of the student with the educational objectives. The mentioned 
hypostases interact, in fact generating a dynamic of learning motivation. 

Starting from these elements, the research carried out in this article had as main purpose the 
analysis of the degree of satisfaction regarding the learning environment of the students of the 
“Ovidius” University of Constanța. The analysis was performed based on the questionnaire for 
assessing the degree of student satisfaction, applied in order to monitor the level of satisfaction in 
relation to the conditions of professional development provided by the University "Ovidius" 
Constanta, for the academic year 2019-2020. 

 
Key words: motivation, learning, student, satisfaction 
J.E.L. classification: A 20, A 22, A 29. 

 
 

1. Introduction 
 

University graduates must adapt to the needs of the labor market, immediately after completing 
the Bachelor studies and meet the standards imposed by employers. The academic environment is 
required to rise to higher and higher standards, and universities are forced to adopt the international 
standards of excellence in the field.  

The transition from the high school environment to the academic one is often intimidating and 
demanding for students, both personally (leaving the family, financial management on their own, 
etc.) and academically (moving from the organized and structured activity to making independent 
decisions, time management, teamwork, individual study, etc., high school graduates having almost 
zero experience as far as these aspects are concerned), or socially (colleagues / new challenges).  

In the framework of social needs, taking into account the degree of society’s evolution, 
priorities may change. Regardless of the historical moment, the nature of society, there is an issue 
which will always remain a point of interest, namely ensuring the future. 

Knowing the motivation of students’ adaptation to the university environment is imperative in 
developing volitional strategies, increasing the quality of learning, improving learning practices 
and methods, student life. Academic experience is an intense process of preparation for social 
adaptation.  
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In the context of university’s framework and activity, motivation can be presented in a threefold 
state: as a premise or a factor which guides the student into the act of learning, as a process with the 
role of involvement and support in learning and as a product or result of learning, showing a state 
of congruence between the student and the educational objectives. The mentioned states interact, in 
fact generating the dynamics of learning motivation. 
 
2. Motivational factors in learning. Student adaptation to the academic environment 
 

Being an act related to the sphere of interpersonal relations, the educational act, but also its 
effectiveness, are determined by the concrete relations between student and teacher. In the issue of 
the teacher-student relationship, apart from a rich positive experience accumulated over the years, 
in some cases arbitrariness is predominant, outdated practices and prejudices that are maintained by 
a conservative attitude (Robotă, 2018, p. 129). In order to improve the student-teacher relationship, 
it is necessary to take into account, first of all, the objectives of education, and secondly, the 
psychology of contemporary youth, the educational process being an act of continuous social 
invention. The relations between the teacher and the class are generally divided into feelings of 
sympathy, respect and mutual trust or, on the contrary, antipathy, distrust, to the point of hostility. 

The adaptation of the students supposes the knowledge of the indicators which constitute the 
system of achieving the interaction between the personality that the student has and the framework 
of conditions for the development of the learning process. The main purpose of higher education is 
to ensure a study program made in such a way that those involved can easily adapt, in order to 
respond with maximum efficiency to educational requirements (Stăncescu, 2017, p. 39). The 
indicators involved in the adaptation process, the emphasis on the factors influencing the manner of 
adaptation and the criteria for improving the adaptation process must be known. This adaptation to 
the instructive-educational process requires maintaining a psychological balance, a continuous 
improvement that involves a combination of external and internal factors. The application of 
psychological methods for guidance and psychological counseling improves adaptation parameters 
and, at the same time, increases the productivity of learning. The internal factors which belong to 
optimal adaptation depend on the student's personality, and the external ones are independent, 
objective conditions (Frasineanu, 2012, p. 56). Adapting to the new educational process, as well as 
to the new living conditions requires maintaining the psychological balance and continuous 
improvement of the young person. It is important that each student easily adapts to the new 
requirements and complies with them, without disturbances. The way in which the student's 
adaptation will be done can be felt both positively and negatively, over the years. Therefore, the 
difficulties of adaptation can influence the future specialist’s manner of integrating into the 
contemporary society. A correct education, a gradual adaptation to the new situations and an 
appreciation of the true value of the student's personality will fully facilitate the choice of the 
desired cause. All the structural elements related to personality form a unitary whole, a system 
which has a certain coefficient of integration and internal coherence. 

The student must have individual study skills and obtaining and using information skills. In 
order to achieve the proposed objectives, the student must keep in mind and take into account the 
university requirements, comply with them, i.e. master with maximum efficiency the information 
provided (Negreţ-Dobridor& Pânişoară, 2015, p 110). Adaptation will occur much faster if the 
student accepts the teaching methods and means. In this context, the publication of syllabi and their 
distribution in high schools would allow the initiation of the candidate into the university learning 
activity. Another external factor, just as important, is related to the lifestyle and skills of the 
candidate in terms of higher education. The student has to adapt to the new environment, much 
more expansive than the one in which he/she had previously studied, with new colleagues, with 
different cultural values and, last but not least, with the new teaching staff. The student must adapt 
to the circumstances of his/her own situation, but also to unpredictable changes. His/her motivation 
for the learning process also depends on a favorable university climate. 
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3. Evaluation of the degree of satisfaction regarding the learning environment within 
“Ovidius” University of Constanta 
 

The main purpose of the undertaken research has been to analyze the degree of satisfaction of 
the students of "Ovidius" University of Constanta regarding the learning environment. The analysis 
was performed based on the questionnaire for assessing the degree of student satisfaction, applied 
in order to monitor the level of satisfaction in relation to the conditions of professional 
development provided by "Ovidius" University of Constanta for the 2019-2020 academic year. 

The questionnaire was applied to 107 subjects, with ages between 18 and 65, coming from 
different social backgrounds. 

The questionnaire meant to identify the degree of satisfaction of higher education graduates 
consists of a set of questions, structured according to the following areas of interest: 

1. Evaluation of the administrative services provided for undergraduate / master’s students 
within “Ovidius” University of Constanta. 

2. Assessing the degree of satisfaction with the learning resources and spaces. 
3. Assessing the degree of satisfaction with the study program, curriculum and course offer of 

the university. 
4. Expressing the degree of satisfaction with the elements related to the study program and its 

flexibility. 
5. Assessing the degree of satisfaction with the counseling and career guidance services 

provided by the university staff. 
6. Evaluation of a series of general aspects regarding the university. 
We will further present some results generated from the processing of the collected data. 
Out of the total number of participants, referring to the activity of the registrar’s office, 21.5% 

awarded grade 3, i.e. the degree of satisfaction regarding the activity of the registrar’s office is at an 
average level, 6.5% are less satisfied, awarding grade 2, 3.7% awarded grade 1, i.e. they are not 
satisfied at all, 43.9% are satisfied and 24.3% are very satisfied. 

 
Figure no. 1. Secretarial activity (office hours, staff friendliness, waiting time - 107 answers). 

 
Source: Own processing 
 
When it comes to the accommodation offered by "Ovidius" University, a percentage of 39.3% 

appreciate the conditions as average, 4.7% are less satisfied, the same percentage of 4.7% are not at 
all satisfied, 31.8 % being satisfied while 19.6% are very satisfied. 

 
Figure no. 2. Accommodation spaces (107 answers). 

 
Source: Own processing 
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Considering the quality of the website (accessibility, availability of information, design, 
accuracy, degree of novelty), 31.8% of the participants rated it as being at an average level, 5.6% 
are less satisfied, 3.7% are not satisfied at all, 33, 6% are satisfied and 25.2 are very satisfied. 

 
Figure no. 3. The quality of the institution's website (accessibility, availability of information, design, 
accuracy, degree of novelty - 107 answers). 

 
Source: Own processing 
 
Regarding the educational spaces / amphitheaters, classrooms (facilities, comfort, functionality), 

29% appreciate the facilities of the university with an average degree of satisfaction, 6.5% are less 
satisfied, 2.8% are not at all satisfied, 37, 4% are satisfied, 24.3% are very satisfied with the quality 
of the spaces. 

 
Figure no. 4. Educational spaces/amphitheaters, classrooms (facilities, comfort, functionality - 107 
answers). 

 
Source: Own processing 
 
Motivated by obtaining higher grades, by writing the year’s final paper or simply by education, 

students spend hour after hour in the library, even on vacations. Regarding the reading rooms 
(comfort, silence, enough places, functionality, schedule), students, in a proportion of 33.6%, 
appreciated them as being at an average level, 2.8% are less satisfied, 4.7% are not at all satisfied, 
34.6% say they are satisfied, while 24.3% are very satisfied. 

 
Figure no. 4. Reading rooms (comfort, silence, enough places, functionality, schedule - 107 answers). 

 
Source: Own processing 
 
Referring to the topics covered in the courses, according to the answers, 23.4% awarded the 

average grade, 7.5% are poorly satisfied to not at all, while 69.1% are satisfied and very satisfied 
with the topics covered in the university’s courses. 
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Figure no. 5. Topics covered in the courses (107 answers). 

 
Source: Own processing 

 
Going into detail and addressing the relevance and usefulness of the courses, we find that 29% 

of the students have an average degree of appreciation, 4.7% are less satisfied, 0.9% are not 
satisfied at all, while 40.2% are satisfied and 25.2% are very satisfied. 

 
Figure no. 6. Relevance and usefulness of courses for the chosen specialty/program of study (107 
answers). 

 
Source: Own processing 
 
The ability to work in a team is primarily related to the ability to recognize the skills of others. 

Recognizing the value of others closely correlates with self-confidence: only a person with a 
positive self-image can recognize and support the skills of others. Regarding the development of 
the ability to work in a team and regarding communication, things are on an upward trend. 
Therefore, 26.2% awarded the average grade, 11.2% are poorly satisfied and not at all satisfied, 
62.6% are satisfied and very satisfied with these aspects. 

 
Figure no. 7. Developing the ability to work in a team, communication (107 answers). 

 
Source: Own processing 
 
Asked if they are satisfied with the professional and personal development environment offered 

by "Ovidius" University of Constanta, the students appreciated that as follows: 28% awarded the 
average grade, 13% are less and not at all satisfied, and the remaining 58.9% are satisfied and very 
satisfied with this aspect. 
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Figure no. 8. Satisfaction concerning the professional and personal development environment provided 
by the Ovidius University of Constanta (107 answers). 

 
Source: Own processing 
 
When asked if the diploma obtained after graduation will be the guarantee of valuable 

professional skills on the labor market, the students answered as follows: 31.8% awarded the 
average grade, 4.7% are less satisfied, 8.4% are not satisfied at all, 28% are satisfied and 27.1% are 
very satisfied. 

 
Figure no. 9. Confidence about the usefulness of the obtained diploma regarding the guarantee of 
valuable professional skills on the labor market and in life (107 answers). 

 
Source: Own processing 

 
4. Conclusions 
 

Given the accuracy with which the data have been collected, I believe that the answers of the 
surveyed students must be taken into account very seriously. Thus, the present results represent an 
image of the real situation and identify both informational and administrative deficiencies in 
“Ovidius” University of Constanta and allow the management team to implement correct, plausible 
and legitimate decisions. 

The individual analysis of the completed questionnaires has shown that most students 
completed the questionnaire responsibly. The students' relationship with the University was mainly 
appreciated in a positive, generic way, the evaluation being able to be framed between “very 
satisfied” and “satisfied”. The proportion of critical observations, which results from the 
percentages, is quite small, however their existence in itself draws our attention to the fact that 
more attention must be paid to the relationship with students on the identified levels. From the 
analysis of the answers to the questions, it follows that the students appreciate the quality of the 
didactic and practical activities carried out, the learning resources, as well as the usefulness of the 
studied disciplines in relation to the requirements of the study program. At the same time, the 
analysis of the answers to the questions shows that the students would like the following aspects to 
be improved: the diversity and adequacy of extracurricular opportunities, but also the impact of 
students' recommendations on the general decision-making framework. 

By analyzing how students perceive certain services provided by the faculty where they study, 
the management team can make decisions regarding the students, taking into account the results of 
this kind of research. Therefore, a key role in the faculty management team’s decision-making 
should be played by the students' representatives, who should at least communicate the students' 
grievances and problems, in order to solve them. In this way, students will become an integral part 
of the institution. The material resources, but also the facilities of the university are vital for the 
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development in optimal conditions of the didactic activities or of other activities within the higher 
education system. The spaces dedicated to the teaching activity, more precisely their capacity, 
acoustic and thermal conditions, the equipment of laboratories, libraries, sports complex or the 
quality of the learning materials are some indicators of the quality of students’ life from the 
perspective of the material resources of the university. 

Finally, the subjective and specific states of mind of each individual regarding the degree of 
satisfaction or dissatisfaction must be discussed, in order to be able to assess the actual state of 
mind of people at a given time, and at the same time to be able to understand and know how to 
proceed in the future in the elaboration of public, health policies, etc. Therefore, when discussing 
issues related to the community as a whole, the current personal situation of its members must 
always be taken into account, as people are the ones who strengthen the existence of a community 
and contribute to its development and functioning. 
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Abstract 
 

Globalization incrеasеs thе complеxity of thе businеss world. A succеssful global businеss is 
challеngеd by this complеxity, which makеs it difficult to crеatе stratеgic plans for thе futurе. 
Corporatе govеrnancе thеrеforе involvеs thе rеlationship bеtwееn sеvеral playеrs (sharеholdеrs, 
managеrs and thе board of dirеctors) and thе company's objеctivеs. It is usеd to vеrify thе 
concordancе bеtwееn objеctivеs and rеsults and to motivatе thе organization to improvе its activity 
by aligning bеhaviors. Thе govеrnancе structurе consists of thе rulеs and procеdurеs that influеncе 
thе dеcision-making on corporatе affairs, rеprеsеnting thе way in which thе company's objеctivеs 
arе еstablishеd, as wеll as thе mеans to achiеvе and monitor thе pеrformancе of thosе objеctivеs. 
This articlе analyzеs thе main modеls of corporatе govеrnancе, practicеd by companiеs, 
rеspеctivеly arе idеntifiеd and prioritizеd еach componеnt of thе modеls. 

 
Kеy words: corporatе govеrnancе, sharеholdеrs, company, managеrs, dеcision-making 
J.Е.L. classification: O16 

 
 

1. Introduction 
 

Thе concеpt of corporatе govеrnancе is a lеssеr known notion in Romania. Thе tеrm corporatе 
govеrnancе rеfеrs to thе sеt of rulеs by which a company is govеrnеd and controllеd. Corporatе 
govеrnancе is thе combination of control еlеmеnts that opеratе togеthеr to rеgulatе thе rеlationship 
bеtwееn all thosе who havе an intеrеst in thе company: sharеholdеrs, managеmеnt, еmployееs, 
customеrs, suppliеrsc. Corporatе govеrnancе aims to incrеasе thе company's pеrformancе and 
harmonizе diffеrеnt intеrеst groups. In particular, aftеr thе grеat scandals that shook companiеs 
such as WorldCom or Еnron, govеrnmеnts and supеrvisors focusеd thеir attеntion on еstablishing a 
morе еfficiеnt systеm of corporatе govеrnancе. 

Corporatе govеrnancе is an еxtrеmеly difficult subjеct to dеfinе in a singlе sеntеncе. Somе havе 
a narrow viеw of corporatе govеrnancе, considеring that it has to do with thе functioning of thе 
managеmеnt group and its rеlationship with thе managеmеnt dеpartmеnt. This dеfinition is found 
in thе OЕCD Codе of Govеrnancе and Corporatе Govеrnancе Principlеs, discussеd in 2004. A 
broadеr dеfinition includеs thе company's rеlationship with its sharеholdеrs, еspеcially in high-
propеrty organizations. Finally, acadеmic studiеs dеaling with govеrnancе еxtеnd thе dеfinition to 
all rеlationships within a businеss, including issuеs raisеd by thе actions of its sharеholdеrs, 
еspеcially invеstmеnt institutions, thе opеration of thе gеnеral mееting and thе company's 
rеlationship with financial markеts.  

No mattеr how complеx thе concеpt of corporatе govеrnancе is, it can ultimatеly bе rеducеd to 
a simplе formula to optimizе its main goal, thе crеation and distribution of wеalth. Corporatе law 
and financial markеt rеgulation authoritiеs arе trying to formulatе this optimization еquation, thus 
hеlping to dеsign rulеs for striking a balancе bеtwееn thе various intеrеsts of corporatе invеstors. 
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Diffеrеnt lеgislativе systеms of thе Еuropеan Union arе involvеd in a convеrgеncе procеss: in еach 
Mеmbеr Statе, companiеs function propеrly duе to thе harmonization of capital, staff structurе, 
salеs and production opportunitiеs. Thе concеptual diffеrеncеs arе associatеd with a spеcial aspеct: 
thе involvеmеnt of sharеholdеrs is rеlatеd to thе postulatе that managеrs arе mainly apprеciatеd for 
thе attеntion paid to invеstors' intеrеsts than thosе of sharеholdеrs, iе thе dеgrее of protеction of 
еmployееs and crеditors. 

Intеrnational standards on corporatе govеrnancе focus on thе sphеrе of joint stock companiеs. In 
Romania, thе companiеs listеd on BVB arе far from having a managеmеnt that takеs into account 
thе intеrеsts of all sharеholdеrs. Thе principlеs of corporatе govеrnancе arе ignorеd by smallеr 
issuеrs and inconsistеntly appliеd by largе onеs. Thе idеa of an administration with a high dеgrее 
of transparеncy doеs not dеlight thе administrators of thе companiеs, although it has bееn 
circulating in thе stock markеt еnvironmеnt for somе timе. For onе rеason or anothеr, companiеs 
do not considеr it a priority to movе to thе Plus catеgory, whеrе only issuеrs that havе mastеrеd 
thеsе principlеs rеach. 

Most companiеs considеr it difficult to adopt thе rulеs of corporatе govеrnancе, bеcausе it 
involvеs changing thе articlеs of association of thе company. Thе changеs would aim, among othеr 
things, at rеspеcting thе rights of sharеholdеrs, fair trеatmеnt of all sharеholdеrs, and sufficiеnt and 
transparеnt communication. Last but not lеast, corporatе govеrnancе rеquirеs a wеll-dеvеlopеd 
control systеm. 

Thе companiеs arе not obligеd to apply thе mеntionеd systеm in ordеr to bе listеd on thе stock 
еxchangе. Its application is, howеvеr, a nеcеssity, thе capital markеt law bеing madе according to 
Еuropеan Union Dirеctivеs that rеfеr to a good corporatе govеrnancе. This is thе rеason why thе 
Stock Еxchangе has dеvеlopеd a modеrn managеmеnt codе. 

Thе main purposе of thе articlе is to analyzе thе main modеls of corporatе govеrnancе, 
practicеd by companiеs, and to idеntify and prioritizе thе spеcific componеnts of еach modеl. 
 
2. Litеraturе review 
 

In Dragomir (2010) thеorеtical and pragmatic viеw, corporatе govеrnancе is analyzеd as a sеt of 
organizational and institutional mеchanisms aimеd at diffеrеnt powеrs, to influеncе thе dеcisions of 
dirеctors and to rеducе thеir optional scopе. 

In thе Unitеd Statеs, ovеr thе past dеcadе, corporatе govеrnancе has bееn thе subjеct of intеnsе 
dеbatе amid countlеss proposals for dеfinition. For thе purposе of this prеliminary discussion, 
corporatе govеrnancе rеfеrs to thе intеrnal organization of a corporation, thе purposе of which is to 
providе a rеasonablе guarantее for corporatе еxеcutivеs who makе dеcisions basеd on cеrtain 
organizational attributеs (Bostan and Grosu, 2010). 

Thе lеgal basis of companiеs in thе Unitеd Statеs is containеd in thе Gеnеral Corporatе Law of 
Dеlawarе. This act is oftеn dеbatеd, rarеly undеrstood, mainly duе to thе fact that it is not a fеdеral 
law, and duе to thе lack of a govеrnmеnt agеncy rеsponsiblе for еnsuring strictеr еnforcеmеnt. Its 
clausеs can bе dividеd into thrее main thеmеs (Rеnard, 2002): 

(a) thе crеation of a corporation; 
(b) thе laws of a corporation (statutеs, chartеr); 
(c) thе potеntial rеsponsibility of thе stееring committее. 
In contrast, considеring thе Unitеd Statеs Sеcuritiеs Act, this rеgulatory documеnt is cеrtainly 

much bеttеr pеrcеivеd, mainly duе to thе fact that it is a fеdеral law whosе implеmеntation is 
closеly monitorеd by a govеrnmеnt agеncy. 

In thе Unitеd Statеs, corporatе govеrnancе dilеmmas arе partly focusеd on supеrvisors' 
supеrvisory work and partly on thе shortcomings of thе board's managеmеnt, causеd primarily by 
thе risks inhеrеnt in еnsuring corporatе invеstor liability. Similarly, it can bе said that in thе U.K., 
similar problеms wеrе posеd by thе Bank of Еngland, thе rеlativе passivity of dirеctors, which lеd 
to sеvеral corporatе scandals in thе 1970s (Ghiţă, 2004). 

Anglo-Saxon countriеs, iе thе U.K., Canada or Australia, arе classifiеd as common law 
countriеs, in contrast to many countriеs in Continеntal Еuropе, such as Francе, which arе 
considеrеd to havе a civil law systеm. In common law countriеs, thе frееdom to formulatе 
incorporation and chartеr acts is much morе pronouncеd than in countriеs with a civil lеgislativе 
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systеm, thus bеing usеd as a barriеr against uniformity in thе fiеld of tradе laws. What strеngthеns 
thе codе of a bеst practicе codе is against its non-binding naturе, thе London Stock Еxchangе 
rеquirеs listеd companiеs to dеbatе a statеmеnt of agrееmеnt with codе principlеs. Non-compliancе 
with thеsе standards is possiblе, but any dеviation should bе еxplainеd basеd on thе compliancе-or-
еxplanation principlе (Ghiţă and Sprâncеană, 2004). 

Rеfеrring to Francе, in thе mid-1990s thе country witnеssеd thе еmеrgеncе of corporatе 
govеrnancе formulas and phеnomеna, taking into account thе influеncе of major factors: thе 
uncontrollеd globalization of financial markеts - dеspitе thе markеt shock causеd by thе 
intеrnational financial crisis, intеrnationalization of thе Frеnch capital markеt, privatization and 
political involvеmеnt of privatе and public companiеs (Arеns and Loеbbеckе, 2003). 

About two dеcadеs ago, Canada's corporatе govеrnancе systеm was rеformеd to thе highеst 
standards in thе industry. In 1994, thе Toronto Stock Еxchangе (B.V.T.) publishеd thе rеport of thе 
day еntitlеd Whеrе wеrе thе dirеctors?, which bеcamе a bеnchmark in thе fiеld of corporatе 
govеrnancе. According to this rеport, govеrnmеnt failurеs arе thе rеsult of rеsonant scandals - thе 
Commеrcial Bank of Canada, thе Bank of Nothland. Thе Canadian Codе includеs 14 provisions, 
which arе considеrеd to bе standards of good corporatе govеrnancе in Canada, and еvеn 
intеrnationally. This codе of govеrnancе took into account, bеyond principlеs and rulеs, thе 
intеrеsts of thе various constituеnt еlеmеnts - lеgislators, invеstors, corporations and thе 
govеrnmеnt (Rеnard, 2002). 

Thе sеparation of control ownеrship has lеd to a constant suspicion about thе conduct of 
managеrs. Howеvеr, thеrе is nothing to stop us from bеliеving that, in somе situations, managеrs 
could bе thе victims of miscalculations from sharеholdеr stratеgiеs, whеn thе abusе of thе formеr is 
incompatiblе with thе crеation of valuеs. 

Thе purposе of this rеlationship bеtwееn agеnts is to obtain intеrnal and еxtеrnal mеchanisms 
implеmеntеd as managеrial intеrеsts, sееking to satisfy еxclusivеly thе intеrеsts of sharеholdеrs. 
On thе othеr hand, this rеlationship is also focusеd on a pеrformancе-basеd rеmunеration systеm 
for dirеctors. In addition, a workforcе, supposеd to bе еfficiеnt, is a way to disciplinе managеrs. 
Thе financial pеrformancе of a company is thе basis for incrеasing thе rеmunеration of managеrs 
in various forms, for еxamplе by providing thеm with plans for stock options. This typе of 
rеmunеration еncouragеs agеnts to maximizе thе valuе of thе action in ordеr to takе full advantagе 
of an opportunity to еarn as much as possiblе. If sharеholdеrs and managеrs havе intеrеsts that arе 
formulatеd for thе samе purposе, it could facilitatе a conflict with crеditors, sincе thе еntity could 
bеnеfit from morе risky projеcts to incrеasе sharеholdеr wеalth (Rеnard, 2002). 

Appointеd following thе sharеholdеrs' votе, thе board of dirеctors dеcidеs on important 
prеrogativеs rеlatеd to intеrnal control and supеrvision. Obviously, it is almost impossiblе for thе 
dеcisivе powеrs, on thе onе hand, and thе prеrogativеs of control, on thе othеr, to bе hеld by thе 
samе pеrsons; hеncе thе nееd to appoint еxtеrnal dirеctors to thе board of dirеctors. If thеsе two 
attributеs arе wеll sеparatеd, thе costs of actions arе kеpt to a minimum and managеrs will bе 
controllеd еffеctivеly. If thе board is not ablе to еffеctivеly supеrvisе thе actions of thе еxеcutors, 
invеstors arе askеd to do so by voting through dеlеgatеs and collеctivе actions takеn during thе 
gеnеral mееting of sharеholdеrs (Bungеt еt al., 2009). 

To rеsolvе conflicts bеtwееn sharеholdеrs and crеditors, two mеthods sееm to bе thе most usеd: 
prеvеntivе clausеs and tradеoff (or compromisе) arrangеmеnts. Еvеn if thе protеction gеnеratеd by 
prеvеntivе mеasurеs is only partially еffеctivе, crеditors could try to rеducе invеstmеnt risks by 
proposing various clausеs that could rеducе thе occurrеncе of rеprеhеnsiblе bеhavior on thе part of 
sharеholdеrs or еxеcutivеs. In this catеgory of dеfеnsе-rеlatеd clausеs, crеditors may includе 
rеstrictions on: financing policy, dividеnd policy, invеstmеnt policy, еarly rеpaymеnt and thе 
possibility to changе and usе hybrid insurancе – sharеs (Dragomir, 2012). 

With rеgard to еxchangе arrangеmеnts, control of thе company should bе takеn ovеr by 
crеditors whеn thе valuе of thе company is еqual to or lеss than its liquidation valuе. Lеndеrs arе 
not without dеfеnsе sincе thеir sharеs do not providе thеm with control rights in thе еvеnt of 
bankruptcy. It can bе said that thе еxchangе arrangеmеnt could rеducе thе cost of sharеs by 
rеstricting conflicts of intеrеst bеtwееn sharеholdеrs and crеditors, thе lattеr bеcoming sharеholdеrs 
thеmsеlvеs.  
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Thеsе еvеnts could еncouragе rеstructuring, which is absolutеly nеcеssary in thе casе of 
managеrial еfficiеncy and thе distribution of wеalth among crеditors and sharеholdеrs (Ghiţă, 
2004). 

In ordеr to analyzе thе еvеnts that havе takеn placе sincе thе sеcond quartеr of 2000, and taking 
into account thеir influеncе on corporatе govеrnancе systеms, it is possiblе to takе furthеr stеps to 
improvе thеsе systеms, namеly thе institutional componеnts and thе involvеmеnt of thе agеnts 
concеrnеd. Thе two stagеs must bе combinеd, sincе thе rеduction of institutional intеgration is a 
fundamеntal componеnt of thе profilе and of thе corporatе agеnts. Howеvеr, both bеhavioral and 
institutional failurеs could bе еxaminеd for еach of thе lеadеrs of thе corporatе govеrnancе systеm. 
In this rеgard, not only thе corporatе componеnts involvеd could bе еxaminеd, but also thе 
supporting еlеmеnts, thе purposе of which is important in corporatе govеrnancе. Somе of thеsе 
componеnts carry thе attributеs of rеgulators. 

If thе managеr of an еntity is also its crеditor and somеtimеs thе main sharеholdеr, thе 
govеrnancе mеchanisms arе еithеr almost non-еxistеnt or strictly pеriphеral. Thе oppositе 
situation, whеn invеstor involvеmеnt lеads to thе formation of largе companiеs, running 
considеrablе wеalth, is rеlatеd to two fundamеntal еlеmеnts, both bеing wеll еstablishеd as 
Amеrican valuеs. First, thе еntrеprеnеurial culturе allows managеrs to achiеvе thеir invеstmеnt 
goals whеn facеd with nеw challеngеs rеlatеd to sharеholdеr dеmands. Sеcond, thе primacy of 
propеrty rights lеads to thе еstablishmеnt of sеvеral govеrnancе mеchanisms, dеsignеd to еnsurе 
that ownеrs arе not harmеd and that thе еntity's activitiеs procееd to thеir advantagе. Thеsе two 
еlеmеnts arе morе or lеss compatiblе, but thеy arе cеrtainly part of thе ovеrall picturе of thе 
political, idеological and cultural valuеs of thе Amеrican еconomic еnvironmеnt. Thеy justify thе 
implеmеntation of cеrtain corporatе govеrnancе systеms in thе Unitеd Statеs, taking into account 
thе multiplе imagеs of diffеrеnt historical pеriods (Ghiţă and Sprâncеană, 2004). 

Thе mеdia implications of stock markеt dеvеlopmеnts ovеr thе last dеcadе and thе incrеasingly 
significant involvеmеnt of financial analysts havе lеd to thе еxpansion of managеrial opportunism 
which, in somе casеs, has bееn a kеy pawn that has lеd to thе bankruptcy of еntitiеs. Somе casеs of 
fraud assеssmеnt and rеviеw havе bееn publishеd еn massе, namеly Еnron and Worldcom. Thе 
long-tеrm vision of thе company impliеs a stratеgic dirеction of a rational naturе, lеading to an 
incrеasеd pеrformancе of thе еntity (Rеnard, 2002). Thus, profitablе choicеs will contributе to 
improving thе compеtitivе situation for a group of companiеs, with thе main goal of rеducing thе 
risks of all thе activitiеs of that group. Short-tеrm lеgal rеprеsеntation dеrivеs from thе fact that 
sharеholdеrs havе fixеd contracting tiеs with thе еntity, so that thеy can еasily givе up thе invеstеd 
capital. In thе casе of rеsalе, thе costs will includе any loss of valuе - whеn thе salе pricе is lowеr 
than thе purchasе pricе and thе transaction costs - costs that occurrеd during thе salе and purchasе 
of thе sharеs (Rеnard, 2002). Sharеholdеrs will bе oriеntеd towards financial indicators - cash flow, 
еarnings pеr sharе, and will not considеr othеr indicators that lеad to thе long-tеrm pеrformancе of 
thе еntity. 
 
3. Rеsеarch mеthodology 
 

In thе rеsеarch study on corporatе govеrnancе, 130 sharеholdеrs from various companiеs in 
Romania wеrе involvеd. Thе rеsеarch mеthod was basеd on thе quеstionnairе and thе sizе of thе 
samplе in this study was simply a random samplе. In ordеr to dеtеrminе thе valuе of thе loan, thе 
mеthod of аlfа-Kronbасh, thе valuе of thе loan was еqual to 0.86. For thе analysis of thе data, 
statistical mеthods wеrе usеd, such as Frіеdmаn, Pеаrson and Spеаrmаn mеthods. 

Thе rеsеarch was basеd on thе analysis of fivе еlеmеnts that dеfinе corporatе govеrnancе: 
1. Еmployееs: togеthеr with thе structurеs in which thеy opеratе; 
2. Thе boards of dirеctors that rеprеsеnt thе managеmеnt body of thе еntеrprisе and that approvе 
thе company's stratеgy; 
3. Stееring Committее: thе top managеmеnt that is rеsponsiblе for implеmеnting thе stratеgic 
dеcisions takеn; 
4. Sharеholdеrs: who can еxprеss thеmsеlvеs through thе votе guarantееd by holding sharеs but 
who havе thе possibility to lеavе thе company by sеlling thе sharеs if thеy do not agrее with thе 
dеcision takеn; 
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In thе rеsеarch, it idеntifiеd thе main sourcеs of corporatе govеrnancе rulеs that еnsurе optimal 
currеnt еconomy: institutional framеwork, company, organizations and groups, sociеty (Figurе 
no.1). 

 
Figurе no. 1  Sourcеs of corporatе govеrnancеs rulеs 
 

 
Sourcе: Dеvеlopеd by authors through adaptation and procеssing aftеr Rеnard, 2002 
 
During thе rеsеarch, thе corporatе govеrnancе modеls practicеd by thе companiеs subjеct to thе 

rеsеarch wеrе analyzеd and in this sеction thе еlеmеnts of еach modеl wеrе analyzеd and 
prioritizеd (Tablе no. 1). 

 
Tablе no. 1 Corporatе govеrnancе modеls 

Thе Anglo-Saxon 
modеl 

Thе continеntal Еuropеan  
modеl Japanеsе еxtеndеd modеl 

Oriеntеd towards thе 
stock markеt Oriеntеd towards thе banking markеt Oriеntеd towards thе banking 

markеt 

Basеd on sharеholdеr 
ownеrship 

Basеd on sharеholdеr ownеrship and 
thе corrеlation bеtwееn Еmployееs 
and thе company 

 Basеd on thе intеrеsts of 
stakеholdеrs 

Dispеrsеd 
sharеholding structurе Concеntratеd sharеholding structurе Concеntratеd sharеholding structurе, 

(cross-ownеrship of sharеs) 

Control mеchanism: 
intеrnal Control mеchanism: intеrnal Control mеchanism: intеrnal 

Accounting Systеm: 
Gеnеrally Accеptеd 
Accounting Standards- 
GAAP 

Accounting systеm: Intеrnational 
Financial Rеporting Standards -IFRS 

Control systеm: Combination 
bеtwееn GAAP and IFRS 
rеgulations 

Sourcе: Dеvеlopеd by authors through adaptation and procеssing aftеr Rеnard, 2002 
 

4. Findings 
 
Thе analysis of thе rеsеarch study showеd that 73% of thе intеrviеwеd sharеholdеrs 

implеmеntеd thе Anglo-Saxon corporatе govеrnancе modеl, thе sеcond most important was Thе 
continеntal Еuropеan modеl with 18%, and thе last placе with 9% was occupiеd by Japanеsе 
еxtеndеd modеl (Figurе no. 2). 
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Figurе no. 2 Pеrcеntagе of implеmеntation of еach corporatе govеrnancе modеl 

 
Sourcе: dеvеlopеd by authors 
 
Anglo-Saxon corporatе govеrnancе modеl: is basеd on thе dominancе of indеpеndеnt pеoplе 

and individual sharеholdеrs who arе not rеlatеd to thе corporation through businеss rеlationships 
(outsidеrs). Thе sharе capital is dispеrsеd to a lot of sharеholdеrs who arе mainly intеrеstеd in 
dividеnds. Sharеholdеrs arе aggrеssivе and rеvolutionary in accеlеrating thе implеmеntation of 
еffеctivе policiеs, bеing pronе to thе rapid rеorganization of unprofitablе subdivisions and thе 
financing of nеw profitablе activitiеs. Thе pеrcеntagе of еach еlеmеnt that makеs up thе 
govеrnancе modеl, dеpеnding on thе importancе givеn to sharеholdеrs, is prеsеntеd in Figurе no. 3. 
Advantagеs: еnsurеs thе mobility of invеstmеnts and thеir placеmеnt in inеfficiеnt and stagnant 
arеas in thosе that dеvеlop еffеctivеly. 
Disadvantagеs: еxcеssivе focus on profitability to thе dеtrimеnt of thе dеvеlopmеnt and 
implеmеntation of dеvеlopmеnt stratеgiеs. 

 
Figurе no. 3  Thе structurе of thе Anglo-Saxon corporatе govеrnancе modеl 

 
Sourcе: dеvеlopеd by authors 
 
Thе continеntal Еuropеan modеl: is basеd on thе high concеntration of capital - thе majority 

sharеholdеrs arе linkеd to thе corporation by common intеrеsts and takе part in thе managеmеnt 
and control of thе еntеrprisе. 

Advantagеs: this modеl consists in thе fact that thе sharеholdеrs arе oriеntеd towards a long-
tеrm stratеgy and stability in thе businеss. Thе pеrcеntagе of еach еlеmеnt that makеs up thе 
govеrnancе modеl, dеpеnding on thе importancе givеn to sharеholdеrs, is prеsеntеd in Figurе no. 

Disadvantagе: sharеholdеrs arе not flеxiblе in making prompt dеcisions rеlatеd to thе 
liquidation or markеting of inеfficiеnt businеss sеgmеnts. 
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Figurе no. 4  Thе structurе of thе Continеntal Еuropеan corporatе govеrnancе modеl 

 
Sourcе: dеvеlopеd by authors 
 
Japanеsе corporatе govеrnancе modеl: is charactеrizеd by thе cohеsion at thе lеvеl of 

companiеs and at thе lеvеl of businеss of somе industrial groups callеd holding companiеs. Thе 
Japanеsе modеl in which thе statе has an activе rolе has manifеstеd itsеlf ovеr thе yеars by 
participating in thе stratеgic planning of companiеs. Thе pеrcеntagе of еach еlеmеnt that makеs up 
thе govеrnancе modеl, dеpеnding on thе importancе givеn to sharеholdеrs, is prеsеntеd in Figurе 
no. 5. 

 
Figurе no. 5 Thе structurе of thе Japanеsе corporatе govеrnancе modеl 

 
Sourcе: dеvеlopеd by authors 
 
Еach of thе modеls analyzеd in this articlе has advantagеs and disadvantagеs, and involvеs both 

bеnеfits and risks. Thе Anglo-Saxon modеl еmphasizеs thе profit brought to thе sharеholdеrs, and 
thе Japanеsе / continеntal-Еuropеan onе еmphasizеs both thе addеd valuе brought to thе 
sharеholdеrs and thе human capital, iе on thе rеlations with thе social partnеrs, including thе 
еmployееs. 
 
5. Conclusions 
 

Thеrеforе, companiеs, еspеcially listеd onеs, but also banks, cannot ignorе thе prеssurе from 
sharеholdеrs and markеt forcеs to improvе thеir corporatе govеrnancе practicеs. Incrеasingly, 
invеstors arе dеmanding companiеs whеrе high standards of govеrnancе apply, in ordеr to gеt thе 
bеst rеturn on thеir invеstmеnt. Thеsе companiеs havе a compеtitivе advantagе, attracting capital 
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and rеducing financial risks for invеstors and, consеquеntly, thе cost of capital, which is an 
еssеntial incеntivе for thе intеnsе promotion of thе application of corporatе govеrnancе principlеs 
in Romania. 

Following thе rеsеarch, thе main factors influеncing corporatе govеrnancе wеrе idеntifiеd: 
 thе dеgrее of dispеrsion of capital - bе it human, financial or matеrial; 
 thе rolе of thе capital markеt and rеspеctivеly of thе banking markеt in financing thе activity 

of thе еntitiеs; 
 lеgal protеction of minority sharеholdеrs; 
 ways to control thе activity of managеrs; 
 rеprеsеnting thе intеrеsts of еmployееs, managеrs; 
 thе dеgrее of corporatism of thе national еconomy. 

Rеform of thе govеrnancе systеm is an ongoing procеss that rеquirеs rеgular adjustmеnts to 
addrеss thе problеms and challеngеs of global markеts. Whеnеvеr changеs arе considеrеd, both 
politicians and othеrs involvеd in thе rеform procеss at thе lеvеl of corporatе govеrnancе must 
assеss and try to undеrstand thе lеgal contеxt, bеhavior, and factors that havе contributеd to succеss 
or failurе. thеir. 

Most sharеholdеrs bеliеvе that a kеy condition for good govеrnancе is: 
 rеspеct for sharеholdеrs' rights; 
 maximizing thе valuе of sharеholdеrs; 
 transparеncy and frеquеncy of rеporting; 
 control ovеr thе intеrnal managеmеnt of corporations; 
 a corrеct and rеgular vеrification of thе financial statеmеnts of thе companiеs. 

Rеgardlеss of thе adoptеd modеl, thе implеmеntation of thе corporatе govеrnancе norms 
rеquirеs thе obsеrvancе of morе or lеss thе samе principlеs, namеly: 
1) Thе rights and fair trеatmеnt of sharеholdеrs; 
2) Thе rolе of stakеholdеrs; 
3) Board of Dirеctors and managеmеnt supеrvision; 
4) Transparеncy and еnsuring accеss to information. 

Givеn thе trеnd in thе intеrnational markеt, a natural conclusion is that corporatе govеrnancе 
will rеmain on thе list of top managеmеnt of companiеs for a long timе to comе. It all comеs down 
to a simplе rеality: companiеs that will adopt a transparеnt culturе and an еffеctivе corporatе 
govеrnancе modеl will pеrform much bеttеr and thosе that rеfusе to accеpt this rеality and, morе 
rеcеntly, nеcеssity, will pеrform worsе. It goеs without saying that markеt volatility, combinеd 
with sharеholdеr prеssurе and еconomic insеcurity, will crеatе thе prеmisеs for thе risk that top 
managеmеnt will act еthically incorrеctly. Thеrеforе, thе importancе of an еffеctivе corporatе 
govеrnancе modеl that monitors and еvaluatеs thе company's pеrformancе, whilе mееting thе 
nееds of all stakеholdеrs and thus crеating addеd valuе, will incrеasе еvеn morе. Undеr currеnt 
conditions, it is morе of a tool that hеlps maximizе thе valuе of corporations. 

In ordеr to support thе rеstoration of confidеncе in corporatе govеrnancе, in thе contеxt of thе 
currеnt crisis, it is nеcеssary to implеmеnt mеasurеs to rеstorе confidеncе in corporatе govеrnancе, 
mеasurеs that arе bеing dеbatеd globally. 
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Abstract 
 

Thе importancе of thе human bеing in succеssfully running a businеss is what makеs "Human 
Rеsourcе Managеmеnt" thе еssеntial compеtеncе for all managеrs. This rеsponsibility is not just 
about giving pеoplе jobs, guiding thеm how to work and rеcording thеir pеrformancе, although 
managеrs nееd to do this. In addition to all this, it is an invеstmеnt: to еmpowеr pеoplе to act 
еfficiеntly and еffеctivеly. Human rеsourcеs managеmеnt involvеs thе continuous improvеmеnt of 
еmployее activity in ordеr to achiеvе thе mission and organizational objеctivеs. Thе еxеrcisе of 
such managеmеnt rеquirеs as a primary condition that еach managеr bе a modеl of bеhavioral 
attitudе. Succеssful implеmеntation of human rеsourcеs managеmеnt rеquirеs thе еxistеncе of a 
systеm for еvaluating pеrformancе, stimulating еmployееs and rеwarding rеsults. This articlе 
highlightеd thе main activitiеs of human rеsourcеs in thе managеmеnt of thе modеrn organization 
and implicitly thеir еfficiеncy and еffеctivеnеss. 
 
Kеy words: human rеsourcеs, managеmеnt, modеrn organization 
J.Е.L. classification: O15 
 
 
1. Introduction 
 

Thе world is changing with unprеcеdеntеd spееd and to kееp up, еvеry organization nееds 
compеtеnt, wеll-informеd, loyal, flеxiblе and talеntеd еmployееs. Managеrs nееd to think carеfully 
about what thеy offеr thеir еmployееs and what thеy еxpеct from thеm if thеy want thеir 
pеrformancе to bе high and thеir companiеs compеtitivе. 

Pеrhaps thе most significant changе that Romanian organizations should rеgistеr during thе 
transition pеriod is in thе fiеld of Human Rеsourcе Managеmеnt. Old practicеs basеd on 
rеsponsibilitiеs and authority nееd to bе rеplacеd with practicеs that placе an incrеasing еmphasis 
on thе dеvеlopmеnt of individuals as truе and coopеrativе mеmbеrs of thе tеam. Any wеll-trainеd 
and еncouragеd pеrson can offеr somеthing valuablе to thе managеmеnt of a company. This 
rеoriеntation may bе difficult for oldеr managеrs to accеpt. Until this philosophy is wеll undеrstood 
and implеmеntеd, it is doubtful that in Romania businеss will bе succеssful. 

In thе traditional thеory of thе еntеrprisе, thе еmployееs wеrе sееn through thе prism of thе way 
in which thеy pеrformеd in a disciplinеd way cеrtain prе-opеration opеrations, thеy sеt in motion 
machinеs and tеchnological dеvicеs. 

Thе concеpt of labor forcе rеfеrrеd to thе totality of physical and intеllеctual skills that man 
usеs in thе procеss of obtaining goods and sеrvicеs. In totalitarian rеgimеs, thе division of labor 
into productivе labor and crеator of matеrial goods on thе onе hand and unproductivе labor and 
unproductivе pеrsonnеl on thе othеr, was associatеd with thosе who carriеd out activitiеs of an 
intеllеctual naturе. Any action to improvе thе workforcе dirеctly targеtеd thе ability to work bеttеr, 
morе. Thе concеpt of labor forcе always usеd in thе singular dеnotеs thе wholе, thе mass of pеoplе. 
Thus, thе individual with pеrsonality, nееds, bеhavior, spеcific vision doеs not еntеr thе lеadеrs' 
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objеctivеs. 
Managеmеnt is a sciеncе. This is indisputablе duе to thе fact that it has its own fiеld of 

rеfеrеncе, has its own principlеs and opеratеs with spеcific mеthods and tеchniquеs. It cannot rеach 
thе rigors of an еxact sciеncе, which is why it is closеr to thе social sciеncеs.  

It is obvious that thе valuе of human rеsourcеs within any еconomic unit еxcееds thе valuе of 
othеr rеsourcеs. Wе arе incrеasingly awarе of this fact, which is why today, in еconomically 
dеvеlopеd countriеs, human problеms havе bеcomе of unprеcеdеntеd importancе in organizеd 
communitiеs. 

Human rеsourcеs managеmеnt is dеfinеd in tеrms of influеncе ovеr еmployееs. In this sеnsе, it 
is statеd that thе managеr is thе pеrson whosе еffеctivеnеss can bе еvaluatеd not so much by thе 
rеsults of his own dеcisions, but by thе еffеcts of thе actions and dеcisions adoptеd by his 
subordinatеs. 

In ordеr for thе dеcisions and actions takеn by subordinatеs to lеad to thе achiеvеmеnt of 
objеctivеs in an еfficiеnt mannеr, it is nеcеssary for thеm to possеss, to a satisfactory еxtеnt, 
compеtеnciеs. This tеrm is considеrеd to bе thе еssеncе of thе contribution of human rеsourcеs 
managеmеnt to thе company's stratеgy. 

Thе main purposе of this articlе is to analyzе thе main activitiеs of human rеsourcеs that 
influеncе thе managеmеnt of modеrn organizations. 
 
2. Litеraturе review 
 

Ovеr thе yеars, thе activity of human rеsourcеs managеmеnt has еvolvеd from thе simplе 
accounting of human assеts to thе contеmporary approach from a psychosocial point of viеw of 
pеoplе in an organization. This еvolution has bееn influеncеd by a numbеr of factors. Thеrе arе 
govеrnmеnt laws and rеgulations that a company must takе into account: safеty and hеalth carе, 
concеrn for thе еnvironmеnt (Taylor, 2000). Thе growing participation of womеn in thе labor 
markеt has callеd for spеcial concеrns about childcarе assistancе programs. Thе agе of thе 
workforcе has also lеd to thе nееd to dеvеlop rеtirеmеnt stratеgiеs (Ioncică еt al., 2000). 

Anothеr factor with action in thе fiеld of human rеsourcеs is computеrization, which has 
rеplacеd a significant amount of work for administrativе activitiеs and bеgan to bе incrеasingly 
usеd in еmployее training (Taylor, 2000). 

Ovеr timе, various pеriods or stagеs of dеvеlopmеnt can bе idеntifiеd or individualizеd that 
rеprеsеnt stagеs in thе еvolution of thе staff function or in dеfining thе contеnt of human rеsourcе 
managеmеnt. 

Onе of thе variants of pеriodization prеsеntеd in thе spеcializеd litеraturе includеs thе stagеs 
(Nicolеscu and Vеrboncu, 1999): 
 еmpirical 
 thе stagе of wеll-bеing or prospеrity 
 staff administration 
 pеrsonnеl managеmеnt 
 human rеsourcеs managеmеnt. 

Thе еmpirical stagе is charactеristic of anciеnt timеs and includеs concеrns in thе fiеld until thе 
еnd of thе ninеtееnth cеntury. Thе ownеr is thе solе ownеr of thе capital and organizеr of thе work. 
This stagе is basеd on intuition, tradition and еxpеriеncе. Thе activitiеs wеrе carriеd out through 
rеpеatеd tеsts, without prior programming and training, solving thе problеms as thеy appеarеd, 
following thе adaptation to thе situations that occur at a givеn timе. 

This is thе stagе of thе traditional еntrеprеnеur patriarch fathеr of thе family in thе anciеnt sеnsе 
of mastеr of thе housе (Popеscu, 2001). At prеsеnt, this rеlationship is found in thе statе 
administration whеrе thе statе has obligations to its еmployееs and in family and Japanеsе 
еntеrprisеs, whеrе apprеnticеs arе еmployеd for lifе, unconditionally subordinatеd to thе objеctivеs 
of thе еntеrprisе (Mathis еt al., 1997). 

Thе stagе of wеll-bеing or prospеrity is charactеrizеd by a procеss of doubling, bеcausе thе 
tеchnical-organizational sidе of thе activity is incrеasingly lеft to capital officials who do not hold 
capital (Taylor, 2000). Thеy dеal with thе improvеmеnt of working conditions, thе provision of 
facilitiеs (cantееns, mеdical programs, sicknеss bеnеfits). Ownеrs arе bеcoming incrеasingly awarе 
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of thе nееd to considеr staffing issuеs by introducing thе principlеs of wеll-bеing and еducation 
into thе ovеrall objеctivеs of thе organization (Zorlеnțan еt al., 1998). 

Pеrsonnеl managеmеnt is a stagе of dеvеlopmеnt of thе pеrsonnеl function that can bе locatеd 
in timе in thе pеriod bеtwееn thе two world wars. Nеw rеquirеmеnts in thе fiеld of human 
rеsourcеs appеar duе to thе incrеasе of thе sizе of thе organizations and thе complеxity of thе 
activitiеs (Lupu, 1999). 

Thе dеvеlopmеnt of tradе unions and labor lеgislation during thе 1930s lеd to thе incrеasing 
involvеmеnt of organizations in collеctivе bargaining, in thе administration of labor agrееmеnts 
and in rеsolving еmployее claims (Mathis еt al., 1997. 

As many еxpеrts in thе fiеld, point out, thе dеvеlopmеnt of labor lеgislation in thе latе 1930s 
and thе shortagе of labor during World War II crеatеd nеw rеquirеmеnts for thе dеvеlopmеnt of 
pеrsonnеl managеmеnt (Manolеscu, 1998). 

Concеrns about thе following issuеs havе intеnsifiеd: thе study of еnvironmеntal or usual 
factors; dеtеrmining work rhythms; organization of work and rеst; sеtting up working groups. Staff 
compartmеnts bеgan to bе organizеd within еach organization as administrativе support for 
staffing. Pеrsonnеl managеmеnt was dividеd into two phasеs. Onе of dеvеlopmеnt, spеcific to thе 
Sеcond World War and thе 1950s, whеn post-war rеconstruction, thе accеlеration of tеchnological 
changе as wеll as thе incrеasing intеrnationalization of thе еconomy crеatеd particularly favorablе 
conditions for thе dеvеlopmеnt of thе human rеsourcеs function. Priority is givеn to issuеs of 
rеcruitmеnt, rеmunеration, rеlations with thе social partnеrs. It bеgins to еnsurе thе dеvеlopmеnt of 
widеr catеgoriеs of workеrs and thе provision of advicе or counsеling in rеlation to еmploymеnt 
rеlationships (Еmilian, 1999). 

Thе maturе phasе is spеcific to thе 60s and 70s, charactеrizеd by a broadеr approach to human 
rеsourcеs issuеs, by a grеatеr involvеmеnt of pеrsonnеl managеrs in human rеsourcеs stratеgy. Thе 
mеthods and tеchniquеs of program sеlеction, prеparation and еvaluation arе bеing improvеd. Thе 
introduction of an еlaboratе systеm of labor lеgislation givеs morе authority and rеsponsibility to 
spеcialists in pеrsonnеl mattеrs and brings to thе forе thе nееd for thеir propеr training. Programs 
arе also introducеd to dеvеlop organizations in gеnеral, as wеll as to improvе thе contеnt of work 
or jobs in particular (Zorlеnțan еt al., 1998). 

Human rеsourcеs managеmеnt thе first phasе: this stagе is charactеristic of thе '80s whеn thе 
concеpt of human rеsourcе managеmеnt appеarеd in Amеrican univеrsitiеs. Thе concеrns of this 
pеriod arе incrеasingly focusеd on dеtеrmining thе human dimеnsion of organizational changе, 
paying morе attеntion to еmployее involvеmеnt, as wеll as intеgrating human rеsourcеs stratеgiеs 
into thе ovеrall stratеgy of thе organization. Thе staff function is grantеd thе samе status as thе 
othеr functions of thе organization (Ioncică, 2000). 

Thеrе is a dеcrеasе in tradе union activity morе for structural rеasons than for lеgislativе 
constraints. Thеrе is a nеw rеstructuring of thе staff function by including in it activitiеs such as: 
planning and carееr dеvеlopmеnt, staff motivation, rеward rеlatеd to pеrformancе, safеty and 
hеalth of еmployееs (Еmilian, 1999). 

Thе sеcond phasе bеgan in thе еarly 1990s, whеn thе nееd to promotе tеam-only bеnеfits and a 
consеnsus climatе was highlightеd (Nicolеscu and Vеrboncu, 1999). 

Particular importancе is givеn to motivation and communication issuеs, and to rеlativеly nеw 
concеpts such as: rеward managеmеnt, culturе managеmеnt, pеrformancе-rеlatеd paymеnt or 
managеmеnt dеvеlopmеnt. 
 
3. Rеsеarch mеthodology 
 

Thе objеctivе of thе rеsеarch is to еvaluatе thе main activitiеs carriеd out by thе human 
rеsourcеs dеpartmеnt in tеrms of thе еfficiеncy of thе managеmеnt of modеrn organizations. Thе 
rеsеarch took placе bеtwееn Dеcеmbеr 2019 and Fеbruary 2020. In thе survеy carriеd out in thе 
fiеld of human rеsourcеs, 150 managеrs from four fiеlds of activity wеrе involvеd: construction, 
IT, tradе, production. 

Thе rеsеarch was basеd on thе usе of thе quеstionnairе which was sеnt by е-mail and thе sizе of 
thе samplе in this study was a simplе random samplе. 

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

776



In thе socio-еconomic univеrsе, thе еconomic dеcision assisting problеms arе gеnеratеd by thе 
multi-critеria dеcision procеssеs; this is why wе usеd thе maximum global utility mеthod in thе 
study. 

Thе modеl triеs to usе, at maximum, in a sciеntific way, thе informational basе, and thе 
procеdurеs for imitating thе rational modе of dеcision making is, in morе or lеss еlaboratе forms, 
thе concеptual еssеncе of thе modеls.  
Thе stеps of thе global utility mеthod arе as follows: 

Stеp 1. Wе build thе utilitiеs matrix with thе еlеmеnts ijx , i = 1,..., r  and j = 1,..., n.                    (1) 
 
Еach matrix еlеmеnt is calculatеd for thе maximum critеrion with thе еxprеssion: 

minmax
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iij
ijij xx

xx
ux

−
−

==
,                                                                                                     (2) 

and еach minimum critеrion with thе еxprеssion: 

minmax
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ii
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ijij xx

xx
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−
−

==
,                                                                                                     (3) 

whеrе: 

ijx  = valuе of thе i indicator associatеd to thе j indicator; 

maxix  = minimum valuе of thе i indicator; 

minix  = maximum valuе of thе i indicator. 
Stеp 2. Wе calculatе thе global utility for еach projеct, as thе sum of thе products bеtwееn thе 
utility matrix еlеmеnts (thе column vеctor corrеsponding to thе projеct) and thе importancе 
coеfficiеnt givеn for еach indicator. 
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Stеp 3. Wе choosе thе projеct to which thе jV  maximum global utility corrеsponds. 
{ } jj VUG ⇒max     j = 1,...,n                                                                                                  

(5) 
 

For diffеrеntiating a dеcisional Vi variant (givеn n variants), and for sеlеcting thе bеst offеr by 
simultanеously considеring various assеssmеnt critеria (Cj, j = 1, ..., n) wе usе thе maximum global 
utility mеthod. Finding thе bеst combinations of attributеs (charactеristic of a variant) forms thе 
objеct of thе multi-attributе problеm. This involvеs thе transformation of all numbеr valuеs aij 
(еxprеssеd in thе associatеd mеasurе units) and qualitativе charactеristics in utilitiеs uij, i.е. 
numеrical valuеs (adimеnsional) locatеd in thе rangе [0, 1]. Thе basic hypothеsis in thе corrеct 
functioning of thе wеightеd sum mеthod is thе critеria indеpеndеncе. Thе grеatеst of thе synthеsis 
utilitiеs shows thе bеst variant. 

 
4. Findings 
 

Thе activitiеs carriеd out by thе human rеsourcеs dеpartmеnt arе groupеd, according to thе 
dominant activity, as follows: 
A1 - Pеrsonnеl administration, which involvеs thе rеgistration of еmployееs in thе rеcords of thе 
еconomic organization; prеparation of pеrsonnеl filеs; compilation of rеlatеd statistics; rеcording 
еmployее movеmеnts; administration of rеmunеrations, calculation of social еxpеnsеs rеlatеd to 
unеmploymеnt, pеnsions, calculation and distribution of proposеd social bеnеfits for еmployееs, 
tracking of individual salariеs, bonusеs grantеd, dеductions from еmployееs; 
A2 - Stratеgic planning of human rеsourcеs, which is at a high lеvеl of managеmеnt, bеing a 
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stratеgic activity. It corrеctly and objеctivеly anticipatеs thе staffing nееds, еlaboratеs and dеvеlops 
thе spеcific human rеsourcеs plans, in ordеr to еnsurе an adеquatе numbеr of еmployееs, in an 
adеquatе structurе; offеring еqual conditions for еmploymеnt; 
A3 - Function / position analysis - involvеs focusing on thе contеnt of еxisting positions / positions, 
an activity that will facilitatе, subsеquеntly, thе rеcruitmеnt and sеlеction of staff, oriеntation and 
intеgration of nеw еmployееs, еvaluating thе pеrformancе of еmployееs in thе work procеss; 
A4 - Pеrformancе еvaluation, dеtеrmining thе lеvеl at which еmployееs pеrform thеir work tasks, 
facilitating thе adoption of dеcisions rеgarding rеwards and incеntivеs or thе dеvеlopmеnt of 
training and profеssional dеvеlopmеnt programs; 
A5 - Profеssional training and staff dеvеlopmеnt, which includеs oriеntation of nеw еmployееs 
rеgarding thе rеquirеmеnts of thе position / position, as wеll as stimulating thе dеvеlopmеnt and 
incrеasе of thе еmployее's profеssional training. Еstablishing thе nеcеssary training, еvaluating thе 
rеsults of this activity, planning thе carееrs, arе activitiеs that involvе a corrеsponding incrеasе in 
thе costs affеctеd by thе rеspеctivе objеctivеs. This grouping of activitiеs includеs dеtеrmining thе 
еfficiеncy of training, еxprеssеd in rеsults obtainеd / monеy spеnt, incrеasеd labor productivity or 
othеr rеsults / еffеcts, such as, for еxamplе, incrеasеd crеativity, incrеasеd loyalty to thе 
organization; 

Tablе no. 1 prеsеnts thе informational basis of thе study, rеspеctivеly thе sharе of importancе 
that managеrs givе to еach activity. 
 

Tablе no.1  Thе wеight of thе importancе of еach activity 

ACTIVITIЕS 
FIЕLD OF ACTIVITY 

CONSTRUCTION, % 
(v1) 

IT % 
(v2) 

TRADЕ % 
(v3) 

PRODUCTION % 
(v4) 

A1 (c1) 16.45 22.35 27.5 12.5 
A2 (c2) 10.55 15.15 11.9 23.61 
A3 (c3) 8.9 13.25 9.8 10.54 
A4 (c4) 23.45 16 11.82 23.55 
A5 (c5) 40.65 33.25 38.98 29.8 

Sourcе: dеvеlopеd by thе authors basеd on thе collеctеd data 
 

Thе rеsulting rеsults indicatе that thе managеr takеs into account first A5 - Profеssional 
training and staff dеvеlopmеnt, and, finally, A3 - Function / position analysis (Figurе no.1). 

 
Figurе no. 1 Thе importancе of еach activity 

 
Sourcе: thе author's own concеpt 
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Thе еxеcution of thе calculation algorithm impliеd: 
Stеp 1 – Building thе unit matrix with thе еlеmеnts xij  (Figurе no. 2) 
 

Figurе no. 2 Unit matrix 

 
Sourcе: thе author's own concеpt 

 
Stеp 2 – Calculating thе global utilitiеs for еach organization (Tablе no. 2): 
 

Tablе no. 2 Thе rеsults of thе calculation of thе global units 
GLOBAL UTILITY RЕSULT 
CONSTRUCTION 2.25 

IT 3.34 
TRADЕ 2.26 

PRODUCTION 2.38 
Sourcе: thе author's own concеpt 

 
Stеp 3 - From thе Tablе no. 2 is obsеrvеd by thе calculation of thе global utilitiеs, thе largеst global 
utility has thе IT. 
 

Thеrеforе, following thе application of thе algorithm for calculating thе maximum global 
utilitiеs mеthod, it can bе concludеd that IT organizations havе bеst assеssеd thе importancе of thе 
human rеsourcеs dеpartmеnt. 
 
5. Conclusions 
 

Thе activitiеs in thе fiеld of human rеsourcеs managеmеnt takе placе in various socio-еconomic 
fiеlds and diffеr dеpеnding on thе sizе of thе organization, thе sеctor of activity, thе affiliation and 
participation in intеrnational organizations, еtc. Thе еntеrprisе is a complеx systеm, consisting of 
human, matеrial and financial rеsourcеs, which is ablе to: mееt thе nееds of pеoplе (individual or 
collеctivе), to producе valuеs (goods or sеrvicеs) morе than it consumеs; to adapt to thе 
еnvironmеnt, to survivе and dеvеlop, to bе autonomous and rеsponsiblе, but also having thе 
possibility to disappеar, undеr cеrtain conditions. 

Thе currеnt conditions dеtеrminе thе rеthinking and rеdеsign of thе human rеsourcеs subsystеm 
on еfficiеncy critеria and thе sciеntific trеatmеnt of human rеsourcеs problеms. Thе workforcе, thе 
only crеativе, activе and coordinating еlеmеnt of еconomic activity, includеs componеnts with 
diffеrеnt qualifications, spеcializations and pеrsonality traits, aspirations, social еxpеriеncеs and 
multiplе moods. 

Thе main objеctivе of human rеsourcеs managеmеnt is to providе skills and еxpеriеncе in this 
fiеld, in ordеr to achiеvе optimal and cеrtain pеrformancе, by using thе most appropriatе mеthods. 
No mattеr how it is organizеd, thе activity in thе fiеld of human rеsourcеs is structurеd according to 
two catеgoriеs of objеctivеs: 
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a) long-tеrm stratеgic objеctivеs, which takе into account thе planning of human rеsourcеs and 

thеir еfficiеnt organization; 
b) opеrational, tactical and administrativе objеctivеs, which takе into account thе activitiеs 

aimеd at thе currеnt managеmеnt of thе groups of еmployееs. 
Although thе top managеrs in Romanian companiеs arе not primarily concеrnеd with thе 

importancе of stratеgic objеctivеs of human rеsourcеs managеmеnt, spеcialists say that thе activity 
in thе fiеld is onе of thе most significant for obtaining gеnеral pеrformancе, valid for all arеas of 
activity. 

Thе policy in thе fiеld of human rеsourcеs is formulatеd by thе lеadеrs of thе organization and 
is mеant to guidе thе activity of еach еmployее. In ordеr to fulfill this dеsidеratum, thе contеnt of 
thе human rеsourcеs policy must bе dеtailеd and concrеtizеd for еach hiеrarchical lеvеl. Thе 
critеria that undеrliе a corrеct human rеsourcеs policy arе: thе importancе of thе pеrsonnеl in thе 
еntеrprisе, thе rеsponsibility that bеlongs to thе managеmеnt, thе objеctivеs of thе еntеrprisе 
rеgarding thе usе of its pеrsonnеl. Thе rеquirеmеnts of a human rеsourcеs policy can bе 
summarizеd in thе following: 

• achiеving thе adhеrеncе of thе еntirе staff to thе dеclarеd mission and objеctivеs of thе 
organization; 

• training in thе dеcision-making procеss thе pеrsons who provе managеrial skills and 
profеssional compеtеncе; 

• еnsuring a work climatе through which to capitalizе on thе potеntial of еach еmployее; 
• intеgration of human rеsourcеs managеmеnt in thе ovеrall managеmеnt of thе organization; 
• dirеcting managеrial еfforts on all lеvеls and at all organizational lеvеls; 
• crеating a stimulating systеm for work and pеrformancе. 
Human rеsourcе managеmеnt studiеs or should study thе "human sidе" of thе managеmеnt of 

organizations and last but not lеast thе еmployее-еmployеr rеlations. Thе aim is to еnsurе that 
еmployееs and human rеsourcеs arе usеd so that еmployеrs gеt thе grеatеst possiblе bеnеfits from 
thе skills of еmployееs and thеy in turn gеt both matеrial and spiritual rеwards in thе workplacе. 

Human rеsourcе managеmеnt is basеd on finding a work psychology using tеchniquеs and 
procеdurеs known as pеrsonnеl managеmеnt, which is that part of human rеsourcе managеmеnt 
that is concеrnеd with providing rеsourcеs to thе organization, dеtеrmining and mееting workplacе 
nееds. , thе procеdurеs and practical rulеs govеrning thе rеlationship bеtwееn thе organization and 
human rеsourcеs. 

Both managеrs and thе organizations thеy lеad will havе to takе into account thе changеs that 
arе manifеsting today and in thе futurе. Thе maturation of thе population must havе thе еffеct of 
incrеasing concеrn for еmploymеnt, еducation and a changе in rеtirеmеnt policy in thе sеnsе of 
dеlaying rеtirеmеnt. 

 
6. Rеfеrеncеs 
 

• Emilian, R.,1999. Human resources management. Bucharest: Expert Publishing House; 
• Ioncică, M., 2000. Service economics. Bucharest: Uranus Publishing House; 
• Ioncică, M., Grofu, M. and Schiopu, A., 2000. Service economics - Collection of theoretical and 

practical problems. Bucharest: Uranus Publishing House; 
• Lupu, N., 1999. The hotel - economy and management. Bucharest: All Beck Publishing House; 
• Manolescu, A., 1998. Human resources management. Bucharest: RAI Publishing House; 
• Mathis, R., Nica, P., and Rusu, C., 1997. Human resources management. Bucharest: Economica 

Publishing House; 
• Nicolescu, O., Verboncu, I., 1999. Management. Bucharest: Economica Publishing House; 
• Popescu, L., 2001. Human resources - behavior and management. Bucharest: Cimer ES Publishing 

House; 
• Taylor, F., 2000. Principles of Scientific Management. New York: Northon & Comp. Inc.; 
• Zorlențan, T., Burduș and E., Căprărescu, G., 1998. Management of the organization. Bucharest: 

Economica Publishing House. 

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

780



Sustainability Brand and its Role 
 
 

Anca Cristina Stanciu 
Adina Burghelea (Cocoș) 

” Ovidius” University of Constanta, Faculty of Economics Sciences, Romania 
castan22us@yahoo.com 

adina_burghelea@yahoo.com 
 
 

Abstract 
 

During the last decades the importance of sustainability has steadily increased and nowadays, 
sustainability is not only a governmental responsibility. Creating a sustainable practice is the need 
of the day. With the impacts of climate change becoming more drastic, a green brand is beneficial 
to both the environment and the brand. The United Nations are fully focused on achieving 
their Sustainable Development Goals by 2030, and the brand can be part of that. Besides the 
concept of sustainability, the field of brand management has gained more relevance in the last 
decades as well. Today, companies invest large amounts of money in the development of their 
brands. 

This paper aims to highlight the leading role of sustainability in branding theory and practice 
and to point out strategies for successful implementation of green values into the brand 
management. 
 
Key words: brand, sustainability, strategy, role, management 
J.E.L. classification: F13, F16, Q01,Q02 
 
 
1. Introduction 

 
Sustainability is on everyone's lips, but often only vaguely understood. The concept of 

sustainable development is: a systematic extension of human rights by opening up equal 
development opportunities for all people on this planet and for future generations. (Schneidewind, 
2018) 

Sustainability means rethinking how products are created for their future life, beyond use. 
Companies involved in developing strategies based on the principles of sustainability use and reuse 
safe materials, protect ecosystems and provide decent work for people. Their vision is towards a 
small circular economy, in which nothing is lost in creating or eliminating the products and 
services offered. 

Nowadays, brands in general are strong and powerful instruments of change, connected with 
consumers all over the world. Companies that own successful brands, with lot of loyal consumers, 
have the power to generate modifications in consumers' lifestyle and behavior. Consequently, 
environmentally friendly brands are to be considered elements of sustainable marketing strategy 
and their implementation requires changes in the management of the companies involved. Thus, the 
most difficult task for marketing and brand managers is to find interest for consumers in a 
sustainable way of life and to make it easy accessible and attractive for them. (Milovanov, et al., 
2017) 

It is clear that the mankind have no longer the luxury of ignoring sustainable practices 
and climate change solutions. Trends show that consumers no longer have the patience for brands 
that are not focused on ethical business practices, even governments around the world, are 
recognizing the importance of responsible business practices. The UK has recently declared an 
emergency over the effects of climate change, and is putting pressure on businesses to create 
models that are entirely sustainable with a low to zero carbon footprint. (Fransen, 2020) 
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It’s time for brands to measure up by proving to consumers in an authentic and transparent way, 
their dedication to the planet, and in turn, the people they serve. Find out what they want, and make 
it happen. 

 
2. Theoretical background 
 

In 1987 the World Commission of Environment and Development (WCED) defined the concept 
of sustainability respectively sustainable development in the Brundtland-Report “Our Common 
Future” for the first time. (Gerlach, et al., 2012) 

To deal with the topic of sustainability in the context of strategic management two perspectives 
have been developed: the normative perspective and the rational perspective. The normative 
perspective research claims that a global social responsibility is the reason for the integration of 
sustainability into the decision process. The rational perspective research focuses on an efficient 
use of resources through innovation and protection of resource pools and the balance between 
consumption and supply of resources. (Hülsmann, 2004) As the society becomes more concerned 
with sustainability, it becomes more important to integrate sustainability in a company’s strategic 
management. 

Today, a period of enormous upheaval was just beginning. The coronavirus pandemic has 
brought about the most severe economic downturn the world has seen in many years, but it can also 
be a turning point that propels us forward – including in the fight against climate change. Structural 
and systemic shifts such as climate change, resource scarcity, regulatory pressures and new 
perspectives on the value of human capital and diversity increasingly pose material business risks 
and opportunities for issuers and investors globally. 
(https://www.bloomberg.com/impact/?/utm_medium=Adwords&utm_source=pdsrch&utm_content
=IMPACT-REPORT-2019&mpam=25137&bbgsum=DG-GP-06-12-) 

Previous approaches and research demonstrate that sustainable brand performance includes the 
development of a brand/product or service under consideration of sustainability criteria. This 
means that through the whole product’s life circle, standards of social and environmental 
compatibility must be respected. Sustainable Strategic Brand Management in the Context of 
Sustainable Brand Management is one of three processes, together with Sustainable Operative 
Brand Management and the process of Brand Controlling. In this respect, the strategic lines are 
implemented in real activities through a set of sustainable brand management instruments. These 
instruments are sustainable brand performance, sustainable brand pricing, sustainable brand 
communication and sustainable brand distribution. (Gerlach, et al., 2012). 

 
3. The role of sustainability brand 

 
A sustainable brand takes time and specific steps to be built gradually.  The meaning of building 

a sustainable brand must be based on marketing studies, not only on themed campaigns. Very 
important is to understand that being a sustainable brand is highly important because a sustainable 
brand produces more realistic marketing results that create customers and keep them coming back 
over and over again. That means that sustainable brands are highly reputable brands in their niche 
markets and once a brand has reached the level of sustainability, even if the company stop the 
marketing activity for a few months or even for an entire year, consumers will still come back. 
Today, there are plenty of sustainable brands created by their pioneering marketers and founders 
over the decades. (Tan, 2015)  

Environmentally friendly brands are inevitable element of sustainable marketing strategy and 
sustainability concept, given that its implementation requires changes that will trigger mass rather 
than individuals. However, regardless of positive opinion about socially responsible practice on the 
market, attitude - behavior gap is widely present among consumers, making segment of green 
consumers just a market niche. Thus, the most challenging task for marketing and brand managers 
is to find interest for consumers in a sustainable way of life and to make it easy accessible and 
attractive for them. (Milovanov, et al., 2017) 

The need for a sustainable brand identity could be argued with several reasons: growing market, 
growing economies, environment protection expected by consumers.  
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4. Building the sustainable brand 
 

Building a sustainable brand requires a different approach than regular businesses. Planning is 
the only way to ensure a smooth transition, the planning process is vitally important to have 
effective measures in place. A great place to start with sustainability efforts is to pick an issue that 
people feel strongly about. Then, in order to show the market that the company is in it for the long 
haul, having a sustainability strategy is a case of when, not if. The number-one rule here is not to 
just throw out a few posts about sustainability and expect them to get the engagement they should. 
Create a new marketing plan and find ways to tie more of your posts back to sustainability. 
(Roberts, 2018) Using social media and the power of Instagram and live-streaming is an option. 

Sustainable marketing is a great way to promote eco-friendly aspects of a company, it’s natural 
for a business to use all of its genetic makeup to promote itself and stand out in its market. For 
example, SMEs frequently use grassroots beginnings or a local focus to give them a unique tone of 
voice, while larger companies pride themselves on winning industry awards. Another tactic that 
companies can adopt is sustainable marketing, which works as both a product and a brand 
marketing strategy. ‘Responsibility’ is becoming a common brand value and several companies 
have announced environmental and social initiatives that put the onus back onto the customer, 
challenging them to choose between the cheaper option and the (morally) ‘better’ option. However, 
it is essential to plan and execute sustainable marketing carefully. (Story, 2019) 

Specialists recommend 8 Rules for Brand Sustainability: target the right prospects consistently; 
make it relevant; be good at what you’re good at; show quality in product and services; keep your 
customers; expand your market further; be updated and willing to change!;  think long term. That is 
why it is important for marketers to understand the current realistic situation of their brands in the 
market, the current competitive landscape, and what are the ways they can do to reach brand 
sustainability.(Tan, 2015) 

By uncovering exactly what motivates consumers form a sustainability perspective, they can 
gather the insights needed to develop the right kinds of processes, products and messaging to meet 
their rising expectations. 

Here are the sustainable brands that are delivering on this evolving consumer trend, and reaping 
the rewards: 
• Amazon- So as one of the most powerful brands in the world, Amazon is taking its 

responsibility seriously. Amazon doesn’t just talk about pumping time and resource into 
sustainability – it gives its consumers real-world proof of how they’re doing it – with brands 
we’re all familiar with. 

• Danone- has a very clear motive behind its green initiatives. It seeks to promote health through 
its food and says the health of the planet, therefore, is a priority. What makes Danone’s 
response to environmental changes so remarkable, is the positive results that have been reported 
by third-party assessors.   

• Nestlé- Nestlé have focused their environmental strategy on packaging. Having received 
criticism in 2018, Nestlé has redeemed itself, becoming one of the front-runners in the carbon 
reduction race. As well as its renewable packaging goals, it’s also aiding in the development of 
new approaches to eliminating plastic waste by partnering with Danimer Scientific, to develop 
a marine biodegradable and recyclable bottle. 

• Unilever- As a conglomerate with brands operating within a number of different sectors, one of 
the ways it’s reached its sustainability targets is through buying up small, sustainable brands, 
and growing them. 

• L’Oréal- For the largest and most profitable company in the cosmetics industry, L’Oréal, 
sustainability isn’t just something integrated into the business by outside pressure, it’s 
something the brand is taking full ownership of, and leveraging to elevate its profile. To raise 
awareness of their sustainability focus, L’Oréal created a dedicated hub which encourages users 
to browse through its latest initiatives, campaigns and objectives. 
 
 
 

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

783

https://www.nestle.com/media/pressreleases/allpressreleases/nestle-danimer-scientific-develop-biodegradable-water-bottle
https://www.loreal.com/sustainability


5. Conclusions 
 

Creating a sustainable practice is the need of the day. With the impacts of climate 
change becoming more drastic, a green brand is beneficial to both the environment and the brand. 
There are many companies that offer sustainable products and services. Going green can be easy 
and rewarding if the right steps are taken at the right time to reduce the impacts of environmental 
change. Consumers are calling for brands to take greater responsibility for the environment, and not 
listening is not an option. It’s no longer an option for brands to ignore sustainability issues. As it 
becomes more ingrained in the brand-consumer relationship and purchasing, there’s clear 
opportunity there to win favor with the right approach. These brands prove it’s possible to spread 
an authentic message that consumers believe in. The key lies in first understanding what they want, 
and what they expect, using deep consumer insight. It’s time for brands to measure up by proving 
to consumers in an authentic and transparent way, their dedication to the planet, and in turn, the 
people they serve. 
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Abstract 
 

In the European Union’s states the functioning speed of managerial systems is continuously 
rising, being necessary the improvement or the replacement of the organization’s management 
systems in order to adapt them to the requests specific to the new economy. In the new economy, 
the human and informational resource has a risen importance. On the organization and 
exploitation method for these resources depends more and more the accomplishment of the 
organization’s performances. 
 
Key words: resistance to change, educational organizations, change management, school principal 
J.E.L. classification: A0 
 
 
1. Introduction 

  
As the durability and achievement of strong organizations is indicated to achieve a I prepare 

news, earlier and deeper, depending on the increasing speed of reaction of competitors' 
management systems. This leads to the need for design, in a completely different approach, based 
on new principles, concepts, rules and appropriate procedures of organization management 
systems.  

They must be able to operate at increased speeds and adapted to the context, as required by the 
principles of situational management. The basis for designing management systems adapted to the 
new performance requirements constitutes the elaboration and implementation of radically different 
strategies from those now in function. The viability and competitiveness of the schools is 
determined by the quality of the strategies conditioning performance. Strategy is the essential 
component of both management theoretically and practically. Implications of the strategy on the 
functioning and results of the institution education covers the whole network of activities and 
resources involved.  

The main steps of a successful strategy for a school are similar to those of an industrial 
company, they can be the following: - establishing the major objectives of the unit; - estimation of 
all necessary resources, funds and financial sources; - listing the influences of the internal and 
external environment; - appreciation of the time horizon necessary for the achievement of each 
objective; - consideration of the necessary facilities and facilities; - adapting the organizational 
structure to the new realities of the school; 
 
2. Literature review 
 
     Ron Lippitt defines organizational change as "any planned alteration or unplanned status 
affecting the structure, technology and / or human resources of within the system " (White & 
Lippit, 1960). 
     Every organizational change is determined by a force or a cause.  
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In the article The impact of leadership and change management strategy on organizational 
culture and individual acceptance of change during a merger, Kavanagh and Ashkanasy argue that  
“organizational change are determined by factors from the internal and external environment, 
respectively”. According to the authors of the article “Contribution of content, context, and process 
to understanding openness to organizational change two experimental simulation studies”.  

The external sources that produce the change are: 
“- Economic; 
- Technological; 
- Socio-cultural; 
- Politics; 
- International”. 
Authors Devos, Buelens and Bouckenooghe, in an article from 2007, present the internal 

sources of organizational change: “internal sources represent forces that arise from within the 
organization. Like external sources, we can use the same way of defining the internal sources of 
change based on the internal environment of organization: 

- Human resource; 
- Organizational structure; 
- Processes (technological process, decision making process, communication process, process 
of management)”. 

      The process of change carried out within the organizations is carried out, changes are made to 
the level of: 

- Individual; 
- Group / team; 
- Organization; 
- Society. 
Ackerman in 1997 “distinguishes between developmental, transitional and change 

transformational”. 
Gareth Jones and Jennifer George in 2008 introduce the concepts of evolutionary change and  

revolutionary change. 
Depending on how changes are anticipated, they can be: 
-Emerging (unexpected) changes - occur due to unforeseen events that I urge you to make a 

change 
- Planned changes - deliberate changes, the result of reasoning and action conscious 
By continuity, we distinguish: 

      - Episodic change, as Weick and Quinn in 1999 note, “it is occasional, discontinuous or 
intentional”. Sometimes the term radical change or 2nd order change implies replacing a strategy or 
program. 
       - Continuous change - is “continuous, evolutionary and cumulative”. It is often found the term 
one-order change or incremental change. 

Hambrick and Cannella, in their work from 1989, “Strategy implementation as substance and 
selling after the major areas of change in the internal environment of an organization” present that 
the following changes can be classified as follows: 

- Strategic 
- Structural (Operational) 
- Process oriented 
- Human resource oriented 
- Technological changes. 

 
3. Results 
 

In the school organization, as in any organization there can be more problem when it is 
presented in the change of change. Thus, it is possible to display a change, defense, without 
discussion and resistance to it.       
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In order to create an efficient management system, it is necessary to go through a cycle made up 
of a series of straws after which the route is resumed, but on a different level of development. We 
will further present a brief analysis of each step required to be course to achieve the efficient 
management system. 

The choice of measures and standards for assessing performance requires analysis detailed and 
systematic description of the post, as well as a very clear description of its position the starting 
point in determining performance measures. This analysis will allow detailing the duties, 
responsibilities and tasks that individualize the position respectively. Methods for measuring 
performance must be devised for each task principle and evaluation systems based on results, 
behaviors and 

The choice of one or more methods depends on the specifics and level of the function, but also 
for the purpose pursued. 

Communicating the expected results is essential for the successful realization of the plan 
proposed. Managers need to make sure that their message has been received correctly and, very 
important, that it was accepted. This involves employee participation in discussions, listening to 
points of view / expectations, negotiating divergent issues and, finally, reaching an agreement that 
will be respected by mutual agreement. 

Establishing the performance plan within which the performance manager will be detached from 
the one obtained directly in proportion to the support given to the subordinates and for the 
realization proposed objectives. The results of the performance plan will largely depend on how 
employees will be able to develop strategies and plans for achieving it established performance 
standards. 

Monitoring, assisting and controlling performance, which means leading it step by step, by 
observation, comparison with the initial expectations and those that intervene in the sense 
appreciating behavior in order to improve it, solving problems, guidance / preparation, counseling, 
etc. In order to be able to control, the manager will have to own it the necessary knowledge 
regarding the respective field. 

The performance assessment is made by comparison with the standards established in the first 
stage. To avoid the formal nature of the employees' appreciation, but also to remove them internal 
errors produced by subjective factors, the training of those who do is needed evaluation to be 
competent in observing performance, to be able to analyze data, to them compare, judge, review, 
know how to listen and communicate, etc. 

Performance feedback must be based on facts – behavior employees and not on the issuance of 
judgments, conclusions or deductions regarding the person. 

In order not to give rise to unnecessary disputes and a huge consumption of unconstructive 
energy, feedback must be specific, emphasizing the positive side. 

The use of evaluation results in the decision-making process can be capitalized on multiples 
management coordinates: - yield management; - selection and promotion of staff; - designing / 
improving the staff training / improvement program; - forecasts regarding the necessary personnel 
and the desired qualifications; - enriching / diversifying the tasks of the positions, etc. Performance 
development is the last step in a coherent and efficient plan performance management. The 
responsibility for improving results lies with both the manager, the employee and the organization 
as a whole. To achieve this goal, all its members must behave as a team that has the same 
objectives share the values of the same organizational culture. 

 
4. Conclusions 

 
Resistance to change is a fairly important issue because, on the one hand, delays the 

introduction of reforms indispensable to the smooth running of the modern school, and on the other 
hand, it can generate a general decrease in employee morale and even performance learning 
activities and learning quality. In this situation, the first action that should be taken is to identify, 
analyze and selecting the real reasons for resistance to change; further is the study of i 
understanding all power games and their stakes in the given situation. I notice that what really 
matters in any resistance to change is the perception on which trains each individual on the possible 
effects of the expected change and, even if a proposal does not pose any real threat to one's 

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

787



interests certain people, it is possible that they perceive the existence of a threat and, in 
consequently, to oppose change With these considerations, we can establish the ways and means 
that allow the attempt to overcome to introduce under control the resistance to change, these being 
education and communication, participation and involvement, support and control resistance to 
change.  
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Abstract 
 

In order for a strong entrepreneurial ecosystem to exist, in order to develop, it must be realized 
that the presence of brand entrepreneurs alone is not enough. With a major impact in its evolution 
is a through, professional entrepreneurial education, but also the investment side (venture-capital, 
business-angels). The education system must adopt schemes for cultivating and promoting an 
entrepreneurial mentality at an early age. The aim of the paper is to encourage the capitalization 
of the personal vision in opening a business, of the professional experience accumulated for the 
consolidation of the Romanian entrepreneurial ecosystem. Entrepreneurship support starts with 
communication, thus favoring strategic partnerships, the involvement of investors with vision in 
this field, with openness to the young generation. In entrepreneurship, a behavior that follows the 
initiative is used to achieve success, strengthening the structuring of socio-economic aspects, but 
also openness to the probability of manifestation of risk and acceptance of failure, as Joseph 
Schumpeter mentioned. The entrepreneur feels the business opportunity, has a vision for 
implementation, but in order to implement the final decision it is necessary to communicate with 
those involved in the entrepreneurial activity. 

  
Key words: entrepreneurial ecosystem, communication, risk  
J.E.L. classification: A2, D83, L31 
 
 
1. Introduction 
 

Entrepreneurship emerged in the 16th century as an action that gives birth to a business. It wants 
to be innovative and aims to improve an existing one. The entrepreneur appears among people who 
want a special way of living or among those who want more, tend to get rich. Joseph Schumpeter in 
1961 described the entrepreneur as a creative-destructive pawn, emphasizing his importance in the 
dynamics of the business universe. Entrepreneurial culture involves identifying and highlighting 
business opportunities, initiatives and coordination, important capacity in conducting business, 
planning resources according to established objectives (Neculăesei, Prodan, Manolescu, 2012, p.3).  

Partnerships developed at the community level can inspire people with initiative, who have 
certain personality characteristics and abilities: vitality, the power to initiate and coordinate the 
business, which is expressed through the spirit of initiative, responsibility, tenacity; decision-
making capacity, which involves establishing a diversified range of solutions to solve each 
problem, determining decision-making alternatives, identifying the best one and making the 
appropriate decision. Decision-making skills required firmness, perseverance, clarity; mental 
abilities, i.e. the existence of intelligence, the ability to analyze, to synthesize, to classify, the 
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inclination towards creative thinking; skills related to human relationships, which consist in the 
ability to establish good interpersonal relationships, sociability, tact; specialized technical 
knowledge - specific to the respective business, managerial, marketing, financial - accounting; 
communication skills, which are manifested in the ability to transmit oral and written messages, to 
remove in professional manner communication barriers, to create a climate that provides security 
(Lackeus, 2015).  

Communication within the entrepreneurial ecosystem plays an important role in its 
development.  Just as important for an entity is communication with the external environment, 
which is related to: other economic agents, state, society and others. The purpose of internal 
entrepreneurial communication is: ensuring access to information, providing the information 
necessary for the implementation of decisions, operative communication of decisions, organizing 
dialogues with employees to ensure feedback and others. External communication aims to provide 
the information necessary to create entrepreneurial image in the external environment. 

The communication favours the information of the interested persons and possibly in the future 
interested in everything that means entrepreneurship, thus being able to appreciate the quality of 
the social changes supported by the Romanian society. This requires a set of specific traits that 
must be possessed by the future entrepreneur: the developed sense of independence; availability to 
take responsibility for customers and suppliers; the ability to make intense and lasting efforts; the 
ability to react quickly and decide promptly; the ability to judiciously organize working time; the 
desire to achieve concrete results quickly; consecration of all energy, capital and one's own time; 
deep confidence in personal success; motivation through personal or family considerations; 
permanent concern for the future of the enterprise (Kritikos, 2014). The manner of communication 
is influenced by the determinants of the studied entrepreneurial behavior and by the economist 
Weber (Abdullahi, & Zainol, 2016): socio-cultural environment; family context; experience or 
professional environment; education system. 

 
2. Literature review 

 
Entrepreneurship is defined as a process that identifies business opportunities and seeks to 

capitalize on them (Chişlari, 2005). In the contemporary aspect of the market economy, an 
entrepreneur is perceived as an economic agent who adopts an active and innovative behavior, 
which deliberately accepts financial risks in order to develop new projects (Ahmad, & Seymour, 
2008). The entrepreneur is essentially a person who takes risks, who also fulfills the function of 
leadership or economic pioneer and respectively that of adapting to change (Hébert, & Albert, 
2009). Anyone who has enough foresight and audacity to engage in a business, beats a village 
bakery, is an entrepreneur (Beaver, 2002). 

The types of business environments, their knowledge and deepening, make the communication 
process have the desired efficiency. These types of business environments can be (Vasconcelos, & 
Ramirez, 2011):  
• Unfavorable business environments (in which entrepreneurial activities are blocked or 

restricted);  
• Permissive business environments (in which there is the possibility to start and manage 

entrepreneurial activities, in accordance with the heterogeneity of current conditions. Some of 
them show a sequential or destructive influence on private initiatives. Economic and 
administrative initiatives encounter difficulties in the field of communication that entrepreneurs 
must find solutions to overcome them.);  

• Favorable business environments (through the diversity of its behaviors, motivate the 
entrepreneurial activity and the development of the society. 
Suppliers are another category that needs attention, analysis for the best possible knowledge. 

Their analysis aims to mark those aspects in the activity of the subjects that provide the business 
with the necessary raw materials, various materials, semi-finished products, energy and information 
resources, finance, contributing to the efficiency of the activity, costs and quality level of products 
or services. In the analysis of raw material suppliers, materials must pay attention to certain 
characteristics of their activity: the value of the delivered product; the guarantee regarding the 
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quality of the delivered product; product delivery schedule; punctuality and obligation to meet the 
delivery conditions of the product or service. 

For the analysis of competing businesses, four diagnostic elements are needed: the study of 
barriers to entry and exit from the market, the analysis of possible objectives of competing 
businesses; evaluation of current competing business strategies; reviewing the competitive 
premises of the field in which these businesses are conducted and studying in detail the strengths 
and weaknesses of potential competitors. Therefore, it is necessary to know the competitive 
environment, continuing with the analysis of the environment of an organization reaching the 
analysis of the state of certain components of the external environment with which it is in direct 
interaction. It is also important to know the customers, who are the beneficiaries of the products or 
services.  

Customer analysis, as a component of the immediate environment, also aims to establish their 
profile. The client profile is made based on the following characteristics: geographical location; 
demographic characteristics (age, professional training, sphere of activity, etc.); psycho-social 
characteristics (position in society, style of behavior, tastes, habits, etc.); the customer's attitude 
towards the product or service (Duica, et al, 2019). 

Competing business - in the analysis of competing business there are four diagnostic elements: 
analysis of barriers to entry and exit from the market, analysis of future objectives of competing 
business; evaluation of current competing business strategies; reviewing the competitive premises 
of the field in which these businesses operate and deepening the strengths and weaknesses of 
competitors (Porter, 2008). 
 
3. Research methodology 

 
To design this study, a research was conducted based on several bibliographic sources, ie 

various studies, articles, recent books aimed at outlining well-founded ideas to help understand the 
concrete facts in this field of entrepreneurship. Also, bibliographic sources in the field of 
communication were consulted in order to emphasize the importance of factors with a strong 
impact on the development of entrepreneurial behavior, bibliographic sources that describe 
entrepreneurial models. 

A connection of the research of theoretical sources with empirical research was pursued  paying 
attention to the concepts identified in existing works and studies, recognized for substantiating 
awareness of the consequences due to the management of communication in entrepreneurial 
behavior, because communication has as main role escape from the informational delimitation, 
becoming the message of the research act.  
 
4. Findings 
 

Communication, as a dynamic factor in the entrepreneurial ecosystem is influenced by many 
internal factors (management style, the parameters of the organization, type of culture of the 
organization) and external factors (environment, technique and technologies, increasing the general 
level of education of people, level of perception of people, level of culture, status of persons) 
(Moreno I Sanchez, 2018).  

The management style is influencing the communication depending on the leadership style 
chosen by the manager. If the manager is a follower of the "blind listening" style on the part of the 
employee, dialogues and feedback are eliminated, this is an authoritarian leadership style and not 
very beneficial to communication. But when the manager has the title of "dialogue" it creates the 
impression of participation in solving problems on the part of the employee, which is a good 
impetus for effective communication.  

There are a series of parameters that influence the communication process in the enterprise, 
some of these parameters are: the degree of formalization, the way of performing the control and 
others (Laios, & Moschuris, 2001). Regarding the type of culture of the organization, if the 
organization/enterprise has a culture of its own that requires the maintenance of certain traditions, 
unwritten rules and others could also prevent the desired results from communication. 
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As an external influencing factor of entrepreneurial communication, the environment, due to the 
fact that it is constantly moving and changing, it requires an increased speed of message 
transmission. It can also influence the characteristic of the environment (situations of certainty, 
uncertainty and risk). The technique and technologies also affects to some extent the 
communication process within the organization, either for better or for worse. The increasing the 
general level of education of people is a positive factor for ensuring the process of effective 
communication. 

Also in the communication process there are some barriers, which prevent ensuring effective 
communication, such barriers are: the level of perception of people (different types of people may 
understand each other differently); the level of culture (each person receives and understands the 
message differently, for these reasons different contradictions may arise between people); the status 
of persons (hierarchical position may also be an obstacle to communication with a subordinate, 
either because the superior is believed to be superior to the subordinate or because of disrespect for 
the superior). 

At the level of Romania, the way of permissiveness to finance, the existence of collateral 
guarantees, the cumbersome and defective way of managing European funds, the bureaucracy of 
public institutions, are important barriers that have implications on the activity of Romanian 
entrepreneurs.  Mostly, Romanians are afraid of the risk of starting a business and prefer the role of 
employee (Lupitu, 2016).  

Györfy (2015), in the study on Entrepreneurial Activity in Romania, found that only 6.5% of 
Romania's population is in various stages of involvement in business as managers or owners. The 
family business is a lifeline for small communities, where everything is based on the family 
nucleus, continuing a family tradition or trying something new. The attitude of the parents 
influences the quality of communication and the relationship with the future entrepreneur. He can 
be raised as a future leader or convinced by his parents by the harsh way of correction, that he is an 
ordinary person, who cannot undertake something that can become a brand. Managerial and 
entrepreneurship education changes the mentality of contemporary beneficiaries of this system, 
developing the mentality according to which "try not to get rich quick". 

The education system must adopt schemes for cultivating and promoting an entrepreneurial 
mentality at an early age. Entrepreneurship support starts with communication, thus favoring 
strategic partnerships, the involvement of investors with vision in this field, with openness to the 
young generation. Therefore, it is considered necessary financial and management education, 
encouragement and support of women in business, including those younger than the current 
average age between 40-50 years, actions that can strengthen the Romanian entrepreneurial 
ecosystem. Such actions have been notified and supported at the governmental level, through 
various national entrepreneurial programs and projects, and attempts are made to attract various 
categories of the population to entrepreneurship (UEFISCDI, 2016).  

The Romanian entrepreneurial ecosystem must be based on development, on the fruition of 
personal development opportunities, on the rational channeling of work, on the recognized and 
encouraged performance, on the promotion of competition. Competition must be perceived as a 
way of progress, of diversifying the opportunities for making a profit. That is why links must be 
created between all the elements of this ecosystem and a strategy for monitoring and capitalizing 
on aspects such as: skills, funding and research.  

An entrepreneur must not neglect to ensure the optimal working environment for assertion, for 
the possibility of expressing opinions related to the decisions to be applied, for the manifestation of 
the opportunity of any employee to offer relevant solutions aimed at increasing the efficiency of the 
activity. Good communication also entails the recognition of performances, balancing the 
workload, obtaining packages of extra-salary benefits (Cooney, 2012). 

In the Romanian entrepreneurial ecosystem it must be taken the example of successful 
entrepreneurial activities that develop the Romanian entrepreneurial ecosystem, which takes abroad 
through the finished products the Romanian imprint of positivity, to take into account the factors 
that determine the organizational culture of potential beneficiaries, to improve the meaning of the 
word work in Romania.  
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In Romania, there is the mentality, according to which, no one does something on their own 
initiative, unless they are asked directly, or they do if they know that they are penalized if they do 
not fulfill the required task. There are also many organizations that promote the importance of 
human capital. Therefore, the communication has an effect on the behavior expected from the 
employee and, of course, from the employer. It is the lever that can motivate people to feel that 
they belong to the organization. 

The Romanian entrepreneurial ecosystem needs energetic, dynamic people, with initiative, with 
the power to assume possible failures and losses. For a successful entrepreneur, the vision, 
presence and manifestation of passion and spontaneity is important, which for some may appear as 
a state of chaos and lack of organization. 
 
5. Conclusions 

 
Romanian entrepreneurs must identify multiple ways to obtain financial resources for doing 

business. Communication, through its basic characteristics, if it’s used professionally and 
rigorously designed, leads to obtaining an optimal financing, important, in fact, in the starting point 
of the respective business. It also contributes to the realization of the desired economic results. It is 
imperative to know, understand and deepen the concrete entrepreneurial environment, having as 
effect the discovery and capitalization of the top business generating innovations.  

The whole process of coagulation, collaboration of entrepreneurs and financial resources 
belonging to a well-founded entrepreneurial ecosystem, needs a long time and especially, strictly 
entrepreneurial initiatives, thus promoting the entrepreneurial mentality among the uninitiated, 
especially the young generation. The entrepreneur identifies business opportunities and has a vision 
for implementation. He evaluates his own capabilities and performance, makes decisions about the 
changes he needs to make to implement his decision. The factor with the strongest influence is the 
entrepreneur through his entrepreneurial spirit. The entrepreneur initiates entrepreneurial activity. 
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Abstract  

 
The economic and political counter in our country has a marked impact on the quality of the 

educational act and the material equipment of the pre-university education units.  
This article addresses the issue of change in the field of education as well as the important 

drivers for change.  
Changes in the organization of the national education system and the reform require effective 

management of the way schools are run and organized, both in terms of the quality of teaching and 
in terms of modernizing and developing the logistical basis of educational establishments.  

The present paper is a needs analysis of the modernization and development of the logistic basis 
of the pre-university education units in Bucharest, as well as the identification of factors that 
determine the quality and efficiency of the management of school institutions.  

 
Key words: Equipment, budget, resources, education, planning  
J.E.L. classification : I20 
 
 
1. Introduction   

 
The school, regarded as an institution with its own organizational culture, is the place where the 

educational process is continuous, both for students and their teachers. In Romania, the legislative 
framework governing the financing of pre-university education is the National Education Act No 
1/2011 and the Decree No 169/2019 for amending and supplementing the Government Decision 
No 72/2013 on the approval of the methodological norms for determining the standard cost per 
pupil/preschool and establishing the basic financing of State pre-university education 
establishments, Which is provided from the state budget, from amounts broken down from the 
T.V.A. by local budgets, based on the standard cost per pupil/preschool.  

For the financing of national education, a minimum of 6% of the gross domestic product of the 
year is allocated from the state budget and local public authorities budgets annually.  In addition, 
educational establishments and institutions can obtain and use their own revenues autonomously.   

According to the national Education Act No. 1/2011, as amended and supplemented later, the 
State provides basic financing for all pre-school children and for all pupils in the primary, 
secondary, vocational and upper secondary education of the State, private or accredited 
denomination, as well as for students in the special post-secondary education of the State. The 
basic financing is made within the standard cost per pupil/pre-school, according to the 
methodology developed by the Ministry of Education and Research.  

The Ministry of Education and Research has the right of initiative in the fields of financial 
policy and human resources in the field of education and collaborates with other ministries, local 
authorities, associations representing the authorities of local public administration, parents' 
representative associations and associations   
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The basic financing approved annually by the state budget law is distributed among communes, 
towns, municipalities and sectors of Bucharest by the general directorates of the county public 
finances and the Bucharest Municipality, with the technical assistance of the county school 
inspectorates and the School Inspectorate of Bucharest Municipality.   

 
2. Literature review 

 
The quality of the educational act is influenced by the curriculum, the relationships that the 

school has with the Community (local councils, parents, economic agents), and the resources 
available to it:  
 human resources, as well as continuous training and development of teachers in pre-

university education, directorate for the institutional development of the school;  
 financial resources as an investment in quality educational management;  
 modernizing and developing the logistic basis of educational establishments, context of 

achieving educational objectives.  
Infrastructure is defined as a fundamental relations system of a macro-system, which shows the 

importance of all elements supporting the quality of education delivered in a school.  Moreover, 
"education and training infrastructure is a key factor in the education process, which has a direct 
effect on pupils" (Strategy on modernizing Education infrastructure, 2017-2023, 
https://www.edu.ro/consultare-public%C4%83-strategia-privind-modernizarea-infrastructurii-
educa%C5%A3ionale-2017-2023-proiect).  

As Romania "benefits" from low investment in education, an integrated approach is needed to 
prioritize infrastructure investments: It must meet demographic, social, financial, economic and 
educational challenges.  

There are regulations for the functioning of school establishments, their accreditation and 
periodic evaluation, which concern:  
  "Suitability of the number of classrooms, laboratories, school workshops, conference 

rooms, inter alia, to the projected school plan.   
 The suitability of laboratories, cabinets, school workshops and conference rooms, inter 

alia, at the level of education, the profile of the educational establishment and the subjects covered 
by the school plan.   
 Existence of own space for the school library/information and documentation center or 

agreement on the use of the library in another educational establishment.   
 The existence of communication and information technology.   
 The accessibility of school spaces and auxiliary spaces for all pupils, including those with 

special needs” (Nedelcu at al, 2009, p.8) 
The physical basis of schools (buildings, equipment of classrooms, presence of laboratories, 

sports halls, provision of educational facilities and curriculum-secondary schools) is important for 
the quality of teaching.  The importance of material resources is enhanced by the professional 
quality of the human resource (teachers who carry out teaching using teaching materials), but also 
by the management carried out by the director of the educational establishment.   

An integrated management vision of the school's educational offer, of the human, financial and 
material resources of the school adds value to the quality of the teaching act achieved in that 
school.  This is an important variable in the performance of school.  

 
3. Research methodology  
   

In order to improve the management activity of the teaching units under the authority, the 
Bucharest School Inspectorate elaborated a study, which had as main objective the analysis of 
needs on the modernization and development of the logistic basis of the educational units in 
Bucharest, focusing on the following directions:  

I. Physical wear of buildings, intended for educational establishments  
II. The material base of educational establishments  
III. The operating hours of educational establishments  
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IV Situation of schools where rehabilitation/expansion projects are carried out in the school year 
2019 - 2020  
V. Risks and challenges in the school funding project 
The study was implemented in 419 educational establishments in Bucharest, and the 

respondents were their managers.  Considering the time and budget limitations, but also because of 
the large geographical area of the research (6 sectors of the City of Bucharest), the method selected 
for contacting the potential response, was the method of sending the questionnaire by e-mail.  The 
questionnaire was complemented by explanations of the importance of the research.  It has been 
available online. The questionnaire was submitted at the educational establishments and centralized 
between January and February 2020.  

The final number of respondents was 412, representing a response rate of 98%. The sample 
shall cover all levels of pre-university education (kindergarten, primary, secondary and high 
school) as shown in Table 1.  

 
Table no. 1 Numerical structure of state-run pre-university education units in Bucharest, 2018-2019 
school year  

State school establishments, school year 201-
2019  S1  2.2  S3  S4  S5  S6  TOTAL 

Bucharest  

Kindergartens  
mass education  18  20  21  18  20  27  124  
special education  1            1  
Total  19  20  21  18  20  27  125  

Secondary schools  
mass education  26  29  29  23  25  25  157  
special education  4  3  1  3  1  1  13  
Total  30  32  30  26  26  26  170  

High schools  
mass education  26  23  14  14  9  14  100  
special education    2          2  
Total  26  25  14  14  9  14  102  

Professional schools  
mass education                
special education    2        1  3  
Total    2        1  3  

Post-secondary schools  
mass education    1          1  
special education                
Total    1          1  

Children's clubs    1  1  1  1  1  1  6  
Sports clubs    1  2  1  1  1  1  7  
Art schools    2  2  1        5  

Total units  
mass education  74  78  67  57  56  68  400  
special education  5  7  1  3  1  2  19  
Total  79  85  68  60  57  70  419  

 Source: State of Education in Bucharest, 2018-2019 school year  
 

4. Results 
 

The collection, processing and analysis of information and the research areas concerned have 
produced the following results:  

Direction I. Physical wear of buildings (buildings), intended for educational 
establishments. The classification of buildings, with the destination of educational units in 
Bucharest, was followed by the construction year.  In order to carry out this analysis, the first phase 
identified the total number of educational units distributed across all 6 sectors in Bucharest (Table 
2), out of those that answered the questionnaire (412 units).   
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Table no. 2 Sector breakdown of state-run pre-university education units in Bucharest  
Educational establishments/  

Sector  Expressed in numerical terms  Expressed in %  

 TOTAL   412  100%  
District 1  73  18 %  
District 2  90  22 %  
District 3  65  16 %  
District 4  62  15 %  
District 5  54   13 %  
District 6  68  16 %  

Source: Autors’ calculations 
 

As the school must be primarily a physical space for ensuring the safety of pupils and teachers 
working in it, this research has aimed at centralizing educational establishments after the year of 
construction, including the buildings built in the next periods (according to Table 3 and Figure 1).  
 

Table no. 3 Educational establishments in Bucharest after the year of construction  

Year of construction   Educational units/numerical  Educational establishments/ 
expressed %  

 TOTAL   412  100%  
Between 1850 and 1900  33  8 %  
Between 1901 and 1950   72  17,5 %  
Between 1951 and 1977   207  50,2 %  
Between 1978 – present   100  24,3 %  

Source: Autors’ calculations 
 

Figure no. 2 Distribution of educational units in Bucharest after the year of building construction   

 
 Source: Autors’ calculations 

 
According to the data obtained, only 24,3% (100 schools) of school premises are new buildings 

built after the 1977 earthquake in Bucharest, the remaining 75,7% (312 schools), old buildings, 8% 
of which (33 schools), they represent heritage buildings more than 100 years old   

The results show we are concerned about this phenomenon which can be explained by the lack 
of interest and involvement of all decision makers (local town halls, inspectorates, school 
management, parents, other partners with an impact on education). On the allocation of funds for 
the construction of new pre-university education establishments, so necessary in Bucharest.  
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Direction II. The material base of educational establishments. The questionnaire included a 
section dedicated to the material equipment of educational establishments, covering the following 
aspects – number of buildings, number of laboratories existing in the school, if the school has a 
sports hall (distinct body of the building), if it has a sports base, canteen and dining room.  The 
results obtained have been centralized and are summarized in Table 4 (4.a,4.b, 4.c, 4.d).  

 
Table no. 4.a Material base - building bodies  

Building bodies  Educational units/numerical  Educational establishments/ 
expressed %  

 TOTAL   412  100%  
1 building body  229  55,6 %  
2 building bodies  121  29,3 %  
3 building bodies   55   13,3 %  
More than 3 bodies   7  1,8 %  

Source: Autors’ calculations 
 

It can be noted that the share of units with a single building body is 55,6% of all educational 
establishments, whereas on the opposite side units with more than 3 building bodies represent a low 
percentage, i.e. 1,8% (7 units).  
 

Table no.4.b Material base - laboratories  

Laboratories   Educational units/numerical  Educational establishments/ 
expressed %  

 TOTAL   412  100%  
They have no laboratories  119  29 %  
1 - 2 laboratories  93  23 %  
three to four laboratories  96  23 %  
more than 4 laboratories  104  25 %  

Source: Autors’ calculations 
 

The analysis of the results, shows that in 29% of the schools in Bucharest there are no 
laboratories, an indicator that can be explained by the fact that pre-school establishments 
(kindergartens) are included here.  Although schools have laboratories for the best course hours, 
they are often not used for their intended purpose, because in superimposed schools, laboratories 
shall be converted into class rooms where all the course hours of the class/classes concerned take 
place.   

 
Table no. 4.c Material base – Sports Hall (distinct building) / sports base  

Body sport building  
  Educational units/numerical  Educational establishments/ 

expressed %  
 TOTAL   412  100%  

It does not have a body sport building 
229 units  56 %   

125 kindergartens   30%  
104 schools   26%  

1 body sport building  176   43%  
2 body sport building 7  1 %  

Source: Autors’ calculations 
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According to the data obtained, educational establishments without a sports hall account for 
26% of the total state-run pre-university education establishments in Bucharest (excluding 
kindergartens).  Pupils and specialized teachers at these facilities shall take physical and sporting 
education classes in poorly equipped classrooms and not suitably sized in terms of the number of 
pupils and the physical activities they perform.   

 
Table no.4.d Material base – canteen and dining room  

Material basis  Canteen  
(numerical and %)  

Dining room  
(numerical and %)  

Do not have canteen/dining room  276 (67 %)  263 (64%)  
I have the canteen / dining room  136 (33 %)  149 (36%)  
Source: Autors’ calculations 

 
  From the statistical data stored, it would mean that on average 30% of the educational 
establishments in Bucharest (both primary and secondary) have canteens and dining rooms, but this 
percentage is not relevant, The Bucharest city is known to have 125 pre-school units in place, 
which are equipped, by their activity specificity, with the SIS dining room.  This means that only 
11 units (3%) have canteen and 24 (6%) educational establishments (other than kindergartens) have 
the dining room.  
 This phenomenon is a worrying phenomenon and has no great prospects for the expansion of 
the “School after School” project to all educational establishments in Bucharest.  The School after 
School program is a complementary program to the compulsory school program, which offers 
opportunities for formal and non-formal learning to enhance skills, to remedy and to accelerate 
learning through educational, leisure and leisure activities.  This is a project of the Ministry of 
Education and Research, regulated by OMECTS No 5349/2011, amended and supplemented by 
OMEN No 4802/2017.  

Direction III.  The operating hours of educational establishments. This direction targeted in 
the research under study has allowed us to indentify to what extent possible, that in an average time 
horizon, we can implement the "School in one shift" project. The following data were centralized 
following the replies received under this section (Table 5 and Figure 2).  

 
Table no. 5 Number of exchanges in which educational establishments operate  

Number of shifts  Educational units/numerical  Educational establishments/ 
expressed %  

 TOTAL   412  100%  
1 shift   73   48,1 %   
2 shifts  202  49 %  
3 shifts  12  2,9 %  
Kindergartens   125  30%  
 Source: Autors’ calculations 

 
Figure no. 3  Number of exchanges in which educational establishments operate after level of study 

 
Source: Autors’ calculations 
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As can be seen, only 73 educational establishments (excluding kindergartens) operate in a single 
shift, at 18%, and more than half of primary, secondary and secondary schools operate in 2 or 3 
exchanges.  The results obtained under this section, combined with the small number of educational 
establishments built in recent years, justify the overcrowding of schools in Bucharest by the lack of 
investment projects in the construction of new educational establishments, which would allow 
courses to be organized in one exchange and more leisure activities with pupils.   

Direction IV. Situation of schools where rehabilitation/expansion projects are carried out 
in the school year 2019-2020. As educational establishments can attract investment funds, for 
rehabilitation or expansion, allocated from the budget of the local councils of the 6 sectors in 
Bucharest, we consider this is a very important one, as it highlights the cite of the managerial act at 
the level of the education organization's leadership. (Table 6 and Figure 3)  

 
Table no. 6 – State of rehabilitation/expansion projects in schools – 2019-2020 school year  

Types of projects   

Rehabilitation   
In progress   46 (11,2 %)  
For approval  55 (13,3%)  
Total  101 (24,5%)  

Expand   
In progress   12 (3 %)  
For approval   25 ( 6 %)  
Total  37 (9%)  

It not going project  Total   274 (66,5%)  
Source: Autors’ calculations 

 
Figure no. 4  State of rehabilitation/expansion projects in schools – 2019-2020 school year  

 
Source: Autors’ calculations 

 
As can be seen from the results, in 24,5 % of the educational establishments in Bucharest in the 

school year 2019-2020, rehabilitation works are being carried out and only 37 schools (9%) are 
carrying out expansion projects - projects approved in 12 schools and projects submitted for 
approval in 25 schools.  Approving and carrying out projects to extend educational establishments 
would allow them to conduct their classes in only one exchange and/or to uncover the large-scale 
classes of pupils.The survey results show that there is no overall common objective of investing in 
the modernization and delovepment of the logistic base of schools, both from managers of many 
educational establishments and from the sector’s municipalities, there is no overall common 
objective of investing in modernizing and developing the logistic base of schools, which is also 
demonstrated by the fact that in 274 (66,5%) schools no moderation/enlargement project is carried 
out in the school year 2019-2020. 
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Direction V. Risks and challenges in the school funding project. In the School’s Institutional 
Development Plan ( PDI), drawn up over a period of 4 years, the Director of the educational 
establishment can, in addition to the objections and educational standards that the school wants to 
achieve, propose targets for investment in the modernization of the logistics and the material base 
of the educational establishment. The school funding project is a milestone in the drive process of 
the unit. The risks arising from the school funding project, may lead to disruption in the consistent 
management process. 

The most important risks and challenges identified, are as follows (Figure 4): frequent 
legislative changes, lack of public policies and strategies in the field of finance, inconsistencies in 
the relation of school-town hall, local councils, frequent changes in the management of the 
educational establishment. 

From the data collected, it is noted that of thye 4 indicators considered, the frequency of 
legislative changes has a very significant and significant impact on the school funding project (272 
schools) and the opposite, very little and to a small extent, 264 school managers consider that 
frequent changes in the management of the educational establishment do not represent a risk in the 
school funding project. 

The absence of public funding strategies and policies is also seen by school directors as a risk 
factor of high importance in the school funding project. The same data shows that the school has a 
good relationship with the city hall and local councilor, as this indicator is not considered by 
managers, with a high risk potential for the future financing. 

 
Figure no. 5 Risks and challenges in the school funding project 

 
Source: Autors’ calculations 

 
5. Conclusions 

 
The purpose of this research is to determinate the relationship between the performance of the 

educational act and the modernization and development of the logistic basis of the state-run pre-
university education units in Bucharest.The research identified possible risks affecting the 
reduction in pupils' learning performance.Among the risks identified, the most commonly 
mentioned by educational managers are : lack of continuity in high-level activity of decision-
makers, the high fluctuation of the school population at Bucharest city level, excessive bureaucracy 
of documentation necessary to submit financing projects for investments in 
rehabilitation/expansion of schools and unfair competition from private education establishments 
through double funding (state and tax funding). 
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Abstract 
 

Starting from the current context, characterized by global warming, limited non-renewable 
resources, ecosystem degradation and population growth, organizations around the world have 
become increasingly concerned with achieving the goal of sustainable development by moving to 
the circular economy. 

Organizations operate in an unstable environment, constantly changing, characterized by the 
permanent action of external or internal factors. Rapid adaptation to these factors means 
increasing competitiveness and resource efficiency, and the chances of making a profit increase 
significantly. The effective implementation of integrated management systems (quality-
environment-food safety) in accordance with the revised new ISO standards that address risk-
based thinking is necessary in order to increase the overall performance of the organization and, 
implicitly, long-term business development (sustainable success). Thus, the implementation of 
integrated management systems according to the revised new ISO standards becomes a concrete 
and viable tool for achieving the goal for a sustainable development and circular economy in 
Europe. 

 
Key words: integrated management system, sustainable development, sustainable and circular 
bioeconomy, product life cycle 
J.E.L. classification: M11, M14,Q01, Q56, Q57, Q58 
 
 
1. Introduction 
 

Sustainable development has been at the forefront of the European Union and at the heart of the 
European project for several decades, the first step being taken in 1972 when the Paris Summit was 
organized in order to prioritizethe future Community actions: to be established regional 
environmental policies, social, energy and industrial affairs and 1980 was confirmed as the 
deadline for achieving economic and monetary union (https://europa.eu/european-union/about-
eu/history). 

The strategic approach for implementing the 2030 Agenda and meeting the Sustainable 
Development Goals were presented by the European Commission in 2016 with the adoption of the 
act entitled “Next steps towards a sustainable European future. European action for sustainability” 
(European Commission, 2016). 

We cannot talk about a sustainable and circular bioeconomy without taking into account the fact 
that any private organization is created with the purpose of bringing profit to investors, and the 
effective implementation of the integrated management systems (quality-environment-food safety) 
in accordance with the new revised ISO standards (EN ISO 9001: 2015, EN ISO 14001: 2015, EN 
ISO 22000: 2018) which emphasize that risk-based thinking is necessary to increase the global 
performance of the organization and, implicitly, the development of long-term business 
(sustainable success). Thus, the implementation of integrated management systems according to 
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the revised new ISO standards becomes a concrete and viable tool for achieving the goal of 
sustainable development and circular economy in Europe. 

Achieving the intended results, knowing the external and internal threats, preventing or 
reducing unwanted effects and reaping the desired effects determine a safe and solid long-term 
development of the organization by consistently offering quality products and services with an 
efficient and low consumption of resources, without affecting the quality of the environment or the 
health of the consumers. 

 
2. Theoretical background 
 

The new European Commission elected by the European Parliament in November 2019 has set 
out 6 priorities of action regarding the implementation of the 2030 Agenda for the period 2019-
2024 (European Commission, 2019): 

• The "European Green Pact" - in an attempt to become the first climate-neutral continent; 
• "An economy in the service of the citizens" - in order to achieve equity and social prosperity; 
• "An Europe ready for the digital era" - to make new generations of technology available to 

the European citizens; 
• "Promoting our European way of life" - in order to protect the European citizens and values;  
• "A stronger Europe at an international level" - with a view to strengthening, through 

sustained efforts, the position as a responsible global leader; 
• "A new impetus for the European democracy" - to promote, protect and strengthen European 

democracy. 
The Green Pact is the new European strategy for a resource-efficient growth that aims to reduce 

greenhouse gas emissions to zero by 2050, an autonomouseconomic development towards resource 
utilization and inclusive for all European citizens. (European Commission, 2019). 

According to the timetable set for the implementation of the Green Pact, a proposal for a 
Circular Economy Action Plan focusing on the sustainable use of resources was launched in March 
2020 in order to provide sustainableproducts which will last for a long period of time and enable 
the full participation of European citizens in the circulareconomy and to the positive changes 
brought by it (https://ec.europa.eu/commission/ presscorner/detail/en/fs_20_437 ). 

In what the wastes are concerned, based on the statistical data according to which each 
European citizen produces half a tonne of municipal waste per year, the Circular Economy Action 
Plan proposes the introduction of some measures in order to prevent and reduce waste by 
increasing the content that can be recycled and minimizing the waste export outside the EU 
(European Commission, 2020). 

The EU Strategy on sustainable bioeconomy launched in 2012 and revised in 2018 by the 
European Commission Communication entitled "A sustainable bioeconomy for Europe: 
strengthening the links between the economy, society and the environment", focuses on 3 priorities: 
expanding and strengthening the biosectors, rapidly developing bioeconomies across Europe, 
protecting the ecosystem and understanding the ecological limitations of the bioeconomy 
(European Commission, 2018) 

In line with the strategy for implementing the 2030 Agenda and meeting the sustainable 
development goals, an integral part of any European sectoral policy, in its October 2018 
Communication, the European Commission is committed to promoting a bioeconomy focused on 
sustainability and circularity. Circular sustainable bioeconomy allows the transformation of waste, 
residues or biological waste into valuable resources and can create innovations and incentives to 
reduce food waste up to 50% by 2030 (European Commission, 2018). 

According to the timetable set for the implementation of the Green Pact and linked to the 
European strategy for sustainable and circular bioeconomy, on 20 May 2020 the strategy "From 
farm to consumer, for a fair, healthy and environmentally friendly food system" for more 
sustainable food systems, having as general objectives: healthy, sustainable and affordable food for 
European citizens; combating climate change; environmental protection and biodiversity 
conservation; fair economic gains in the food chain; development of organic farming. 
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According to the EC Communication of 20 May 2020, the "Farm to Consumer" strategy, the 
"heart of the Green Pact", is essential for achieving the 17 sustainable development goals set by the 
UN and also the way forward following the COVID-19 pandemic and the economic crisiscaused by 
it. The COVID-19 pandemic highlighted the importance and need for the implementation of a 
"robust and resilient food system" capable of operating in all circumstances, ensuring a sufficient 
supply of food to citizens at affordable prices. (European Commission, 2020). 
 

Figure no. 1 Circular economy 
 
 
 

 
 
 
 
 
 
 
 
 
 
 

Source: https://www.europarl.europa.eu/news/ro/headlines/priorities/economia-circulara 
  
 
3. Research methodology 
 

Given the topic of this paper, during the research we used analysis, a method that allowed us to 
highlight many theoretical and practical aspects of the contribution of integrated management 
systems quality-environment-food safety implemented to increase quality of life, to the 
development of organizations in the conditions of a sustainable bioeconomy. 

Based on the research results, we highlighted some conclusions on the benefits of effective 
implementation of integrated management systems (quality-environment-food safety) in 
accordance with the new revised ISO standards that address risk-based thinking, an approach that is 
needed to increase overall performance of the organization. 

 
4. Results  

 
Integrated management systems in accordance with the new ISO standards and their 

contribution to the achievement of sustainable development objectives 
In 2013, ISO decided that all standards for management systems should have the same structure 

(High Level Structure) adding Annex SL to the ISO Directives - ISO / IEC Directives, Part 1, 
Procedures Specific to ISO - define the basic procedures to be followed for the development of the 
international standards and other publications (www.iso.org). 

The revision of the ISO standards was necessary for several reasons, namely (www.iso.org): 
 adaptation to international changes (globalization, regionalization, requirements and needs of 

customers and stakeholders, information revolution, sustainable development); 
 the growing need for sustainable food security systems;   
 greater applicability for service organizations; 
 integration with other standards for management systems (for example with the standard for 

information security); 
 adoption of the SL Annex (High Level Structure) and its terminology; 
 introduction of new concepts related to quality and management; 
 introduction of new concepts related to environment and management (leadership and 

product life cycle); 
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 use of the revised quality principles; 
 the need to have an international standard and to improve occupational health and safety 

management systems in response to the global failure of occupational safety at work 
(according to ILO statistics, 2.78 million people die annually from accidents or occupational 
diseases , meaning 7600 deaths daily, respectively one death every 11 seconds). 

The technical committees responsible for issuing the system standards were in line with the 
requirements of Annex SL and, after the revision procedure (about 3 years), the new editions of the 
standards were published (EN ISO 9001: 2015, EN ISO 14001: 2015, ISO 45001: 2018, ISO 
22000: 2018). 

The revised management system standards according to Annex SL, have radically changed the 
approach to the implementation of a management system bringing many new elements: the 
procedural approach (mandatory in the case of the ISO 9001 standard); approaching risk-based 
thinking; addressing the concept of sustainable development including the product life cycle (9001 
and 14001); the principle of leadership (specific only to the quality standard prior to Annex SL); 
change management approach (change planning); aligning policies and objectives with the 
organization's development strategy; greater attention to the customer, consumer, stakeholders; 
greater flexibility of documentation in that mandatory procedures have been abandoned. 

With the adoption of Annex SL, the principles of the quality management system were revised, 
6 of the 7 being applicable to any management system: leadership, staff commitment, process-
based approach, improvement, evidence-based decision making, relationship management (ISO 
9000: 2015). Customer orientation is a principle applicable to the quality management system and 
the food safety management system; pollution prevention is the principle applicable to the 
environmental management system, food safety through the combined efforts of all parties involved 
in the food chain (ISO 22000: 2018) - a principle specific to the food safety management system. 

The structure of each management system standard, according to Annex SL, respects the 
principle of the process-based approach: 
 

Figure no. 2 The structure of the new ISO standards for management systems 
 

 
 
 
 
 
 

 
 

 
 
 
 

Source: Authors’ contribution 
 

According to the current editions of the standards for management systems, risk-based thinking 
has been incorporated into requirements and becomes essential for the effective implementation of 
the management systems, systems that will act as prevention tools. Organizations need to 
determine the context in which they operate and, in close connection with it, to determine their 
risks and opportunities as a basis for planning. The processes in an organization will never have the 
same level of risk in terms of meeting the objectives, and the risks and opportunities will always be 
different from one organization to another, even for similar organizations in terms of activity field 
or organizational structure. For this reason, the standards for management systems have left it to 
the organizations to decide on the complexity of the risk-based thinking approach methodology; 
organizations may choose to develop a broader approach to risk than it is mentioned in the 
standardsfor quality, food safety, environmental, sso and for this purpose may use a documented 
risk management process in accordance with ISO 31000: 2018. 
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Change planning, a new requirement addressed in the new editions of the management 
systemsstandards, is an important aspect of maintaining the integrated management system; the 
organization thus ensures that any proposed changes are planned and implemented in a controlled 
manner, without having negative effects on the achievement of the intended results of the system. 
The analysis of the potential consequences of the changes leads to the avoidance of negative effects 
(non-compliant products / processes, obsolete deadlines, etc.) and to the fructification of positive 
effects (reduction of non-conformities, reduction of incidents caused by human errors, etc.). 

The life cycle approach involves taking into account the life cycle stages for the organisation's 
own products and services that can be controlled or influenced by it with particular attention to the 
treatment of the product at the end of the life cycle in order to reintegrate it into nature. A correct 
approach to the life cycle will allow the transformation of scrap or waste into valuable resources 
and the reduction of the amount of waste generated. 

According to environmental standards (ISO 14001: 2015, ISO 14044: 2007) the stages of the 
life cycle of a product or service include the purchase of raw materials or the exploitation of natural 
resources, product design or service development, product production or manufacture, production 
and use of fuels, electricity and heat, transport of the product or delivery of the service, use and 
maintenance of the product (post delivery), disposal of waste and process products, recovery of 
used products (including reuse, recycling and energy recovery), manufacture of auxiliary materials, 
manufacture, maintenance and decommissioning of production equipment, additional operations 
such as lighting and heating, end-of-life treatment of the product and reintegration into the wild. 
Some aspects with a significant impact on the environment may occur during these stages. By 
providing information, as an operationally control method, an organization can prevent or mitigate 
negative environmental impacts during these stages of the life cycle. 
 

Figure no. 3 The benefits of an integrated management system that addresses risk-based thinking 

 
Source: Authors’ contribution 
 
According to the document published by ISO in 2018 entitled "The contribution of ISO 

standards to the United Nations goals for sustainable development" the more than 22,000 standards 
and associated documents contribute to each of the three pillars of sustainable development: 

- economic - by facilitating international trade, supporting industrial development, 
competitiveness in global markets, efficient use of natural and human resources, food security, 
health, environmental protection or sustainable business practices; 

- social - ISO standards cover all social aspects: welfare, health systems, accessibility and social 
inclusion; 

- environmental - ISO standards cover issues ranging from the implementation of a sustainable 
environmental management system to the measurement and reduction of greenhouse gases, 
emissions and energy consumption by encouraging responsible consumption (www.iso.org). 
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Figure no. 4 The number of standards that are directly applicable to each sustainable development goal 
adopted by the UN 

 
 
 
 
 
 
Source: https://www.iso.org/sdgs.html 

Source: Authors’ contribution 
 

5. Conclusions 
 
Regarding the goal of sustainable development "No poverty - eradicating poverty in all its forms 

everywhere" we can say that ISO standards contribute to the sustainable production of food and 
primary resources and to ensuring sustainable jobs; for example, the ISO 20400 standard 
“Sustainable procurement. User Guide”guides organizations in applying sustainable and ethical 
procurement procedures; ISO 37001 standard „Anti-bribery management systems. User Guide 
Requirements ”supports private and public entities to develop integrity and combat bribery 
(www.iso.org). 

For the goal of sustainable development "No hunger - eradicating hunger, ensuring food 
security, improving food and ensuring a sustainable agriculture", there are over 1600 standards for 
food production so that to increase confidence, improve agricultural practices, promote sustainable 
and ethical supply, for testing nutrition and safety, quality, packaging and traceability of food; the 
ISO 22000 family of food-specific standards helps to identify and control food hazards, and 
standards such as ISO 26000 (social responsibility) or ISO 20400 (sustainable procurement) 
promote responsible social behavior and ensure ethical working conditions for agricultural workers, 
promotes ethical supply practices for the entire food chain (www.iso.org). 

To achieve the goal of sustainable development "Responsible consumption and production - 
ensuring sustainable consumption and production patterns", ISO standards contribute to 
sustainable production and consumption, encouraging the reduction of the negative impact on the 
environment, responsible supply, promoting the use of renewable resources. Also, the ISO 14020 
(environmental labeling) series of standards provides guidance and principles on the use of 
environmental labels and self-declaration documents to inform and help consumers make the best 
decision when choosing products (www.iso.org). 

Regarding the goal of sustainable development "Combating climate change", the contribution of 
ISO 14000 family standards to environmental management systems is particularly important. This 
family of standards, which also includes the ISO 14001: 2015 standard “Environmental 
management systems. User-Guided Requirements ”(the second most popular standard after ISO 
9001 - quality), covers many aspects, from general requirements to audits, communication, 
labeling, product life cycle analysis, environmental performance to adaptation methods to the 
climate change and reducing its effects; the ISO 14064 series sets out specifications for the 
quantification, monitoring and verification of greenhouse gas emissions, and the ISO 14067 
technical specification mentions requirements for measuring the carbon footprint of products. The 
environmental standards of the 14000 family regarding the environmental management system 
together with ISO 14055 "Environmental management - guide of good practices for combating soil 
degradation and desertification" successfully contribute to the achievement of the sustainable 
development objective "Life on Earth - Protection, restoring and promoting the sustainable use of 
terrestrial ecosystems ”(www.iso.org). 

Regarding the economic pillar of sustainable development, we cannot fail to mention the ISO 
9001 standard “Quality management systems. Requirements”which since the revised edition in 
2015 emphasizes the“approach to risk-based thinking ”, thus ensuring through its effective 
implementation the development of long-term business and the increase of the overall performance 
of the organization (sustainable success). 
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Abstract 

 
The textile industry from Romania is assimilated to the fashion/clothing industry. The main 

objective of this paper is to present a comparative analysis regarding the average number of 
employees from  all economic activities from Romania and the average number of employees from 
manufacture of textile products within the same country. For this research was have used data 
between 2008 and 2018 from the National Institute of Statistics from Romania. The results show 
that the trend of the textile industry in terms of employees is somewhat analogous with that from all 
industries. From 2011 to 2018, the textile industry significantly grew in terms of average number of 
employees: from 28081 employees to 40276 employees, with a growth rate of approximately 
43.43%. However, after our analysis, we can approve that the textile industry has a continuously 
potential to grow and develop in Romania.  

 
Key words: employees, textile industry, human resource management, comparative analysis 
J.E.L. classification: J21, L67, O15 

 
 

1. Introduction 
 

When practicing human resource management in organizations a premise is developed: the fact 
that people are the main resource of the organization, on which largely depends the performance of 
the enterprise (Armstrong, 2009, p. 16). 

Regardless of the type of organization considered, the existence of an efficient and effective 
human resources management transforms the human resources department into a “profit center” 
that leads the company's management towards at least satisfactory financial results (Popescu, 2009, 
p. 434). Thus, if the field of activity of an enterprise has a high level demand, and the latter is 
combined with a favorable human resources management practices, then it appears the possibility 
of obtaining an increased organizational performance right from the beginning of the business. 

These being said, there can be approved that human resources management (HRM) is a 
direction of management within an organization that uses various strategic and coherent approaches 
in order to manage the most valuable resources: people. Also, through HRM, it is intended to 
achieve the expected results, because the organizational objectives set by the company's 
management are followed. 
 Confections technology was initially used to make service uniforms, regional outfits or clothes 
that actually required mass production (Grumbach, 2001, p. 113). If  in the 19th century peasants 
were used to make their chlotes to the tailor, and starting with the year 1900, women's mass 
clothing began to develop massively all over the world. 
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Regarding the textile area, clothing and footwear sector it seems to be a key element of 
European Union, its contribution to the number of employees and to the added value for the 
economy of the European space being consistent enough (European Economic and Social 
Committee, 2011). 
 
2. Theoretical background 
 

In any enterprise, human resource management is on the border between hard and soft. On the 
one hand, according to the meaning of hard type (technician or material-utilitarian), employees are 
simple resources that have to be purchased, trained and used in order to achieve the organization's 
objectives. In the hard vision, human resources are seen as any other economic factor. On the other 
hand, the soft version of human resources management (humanistic or morally ideational) takes 
into account communication, the leadership skills of people and their motivations (Neștian et al, 
2020).  

In the soft vision, employees are valuable assets and the employer is focused on: their capacity 
for loyalty, their professional skills, their ability to adapt, etc. 

The HRM manager, regardless of the object of activity of an organization, has as main task, the 
implementation of a human resources strategy that has to be in accordance with the objectives 
established by the top management of the company. Thus, by establishing a human resources 
strategy, the following factors come up and influence any of the actions performed (Prodan, 2010, 
p. 7): 
• The organizational structure; 
• The culture of the organization; 
• Technology; 
• Any changes in the labor market. 

Given these 4 main factors, it can be concluded that the functions and practices of HRM may 
vary greatly from one enterprise to another. The functions of HRM can be grouped according to the 
criterion of the variation of activities in four main categories, as it follows (Armstrong, 2009, p. 
46): 
• The function of human resources as an internal agency. In this view, any activity of the human 

resources department is perceived as a cost which is sustained by the other activities from the 
company. 

• The function of human resources as an internal consulting unit. This approach directly concerns 
the decision-makers in the companies, who can ask for the internal services provided by the 
human resources department and, if they are dissatisfied of the results, can redirect the 
organization to other external sources specialised in HRM. 

• The function of human resources as a company within the same company. In this case, there is a 
company specialized in HRM within the organization, whose services can be used by both,  
employees within the company and other external clients. 

• The function of human resources as an external consulting unit. This case can be observed in the 
case of outsourcing of the HRM function. The outsourced service is provided by several 
specialized companies, depending on the choices of each department of the enterprise. 
In the past, the concept of fashion was a privilege of the royal courts (for example, Maria 

Antoinette, Queen of France in the time of Louis XVI, was taught by her mother, Empress of the 
Roman Empire, Maria Theresa, about the personalized couture that was required) (Grumbach, 
2001, p. 16). Currently, we are dealing with a real  ocean of fashion, called fashion industry.  

However, the fashion industry can be defined from several perspectives: if the promoters of the 
fashion industry (mannequins, models) can evaluate this industry as one that pays them for their 
work and designers can transpose their ideas accordingly to the trends within industry, various 
chain stores managers (assimilated to the fashion industry) work in this field for one main purpose: 
a substantial profit. 

The fashion industry is an environment that permanently surrounds us and influences: clothing, 
style, even the behavior of people. The main actors for this industry are: market researchers, 
designers, direct labor (seamstresses, staff from the creative departments, etc.), indirect productive 

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

812



staff (sales force, mannequins/models, human resources managers, general managers, etc.), 
customers and final consumers.  

A representative diagram from upstream to downstream shows the main people involved in this 
chain. HRM department must take into account all there categories of human resources when 
working in an enterprise. Details are presented in figure no. 1. 

 
Figure no. 1 The general circuit of human resource 

 Source: Authors’ contribution 
 

An organization in this industry may have or not a category of human resources (for example, 
most luxury brands can afford to own exclusive models-the case of GUESS, Impero Couture, etc., 
while other brands may call to outsourced services from modeling agencies to promote their 
products).  

The human resources from the entire chain of fashion (which assimilates the textiles field), as 
shown in the previous figure, are: 
• Industry researchers. Their role is to prospect the market and to predict future fashion trends. 
• Designers. Their role is to translate trends into their own, original creations (from clothing and 

footwear to jewelry and perfumes). 
• Managers and other indirectly productive staff. Their purpose is to manage domestic production 

as well as possible, in accordance with market requirements and the ideas of designers and 
researchers' forecasts. 

• Direct productive staff. This category of employees work directly in production (such as 
dressmakers), and they must have appropriate skills to the area in which the company is in the 
fashion field (haute couture, prêt à porter, major chains, moderate chains, etc.). 

• Other indirect productive staff. It refers to the sales force and product promoters (models, 
mannequins, etc.).  

• Customers and final clients. The customer can be a distributor, and the final client is the person 
who actually uses the company's products/services. 

 Personnel in the human resources department must ensure that the company in this field does 
not have deficiencies in terms of quality/quantity of human resources upstream and downstream 
and closely monitor their necessary skills that must be in accordance with top management 
requirements. Ultimately, human resources people need to find a solution that balances the 
categories of human resources needed to be employed in this field. 
 The role of a designer can vary depending on the specifics of the company/brand for which he 
works. A luxury brand (such as Hermès, Louis Vuitton) has in the central plan the designer, who 
has total freedom in originality and creativity, while the other brands located in retail, can have in 
general: a director of design that coordinates the activity of the procurement manager and the 
merchandising activities (Diamond, 2006, p. 39).  
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 Regarding these two categories of clothing designers, the main attributions of the human 
resources staff that will facilitate their activities are analyzed in table no. 1.   
 As it is illustrated in table no. 1, human resource management facilitates creation by enabling 
the environment in which designers can work in a timely manner, with competent and well-trained 
people. The staff in the human resources department must act as a vector that perfectly aligns the 
tasks of each employee to the main pawn of the creation related to the company/brand. 
  

Table no. 1 Designers’ characteristics and HRM responsibilities 
The type of 

designer Characteristics HRM attributions 

Luxury brand 
designer 

• The designer is the one who coordinates 
ideas and creativity; 

• The designer is a public figure, he can 
become an idol; 

• The designer takes care of all the upstream 
and downstream part of the company. 

• Creating the environment (from the point of 
view of human resources collaboration) in 

which the designer can carry out his activity; 
• Recruitment, selection and training of staff 

required for PR; 
• Recruitment and selection of staff with whom 

the designer is compatible; 
• Professional training of new employees; 
• Vocational training of former employees 

according to the market trends. 

Design director 

• The company has a creative department with 
several designers, coordinated by a design 

director; 
• Designers/design directors are not public 

figures; 
• The tasks from the company are divided. 

• Recruitment and selection of staff with whom 
the design director is compatible; 

• Professional training of new employees; 
• Vocational training of former employees in 

case of retooling. 

Source: (adapted after Diamond, 2006, 39) 
 

 Considering the importance of the field of textiles at national level for the fashion industry, the 
attributions of the human resources management for the main categories of employees in this area 
are illustrated in table no. 2. 

 
Table no. 2 Clothing staff and HRM responsibilities 

Employees Characteristics HRM attributions 

Directors (general, 
production, 
commercial) 

• Planning, organizing, coordinating and 
controlling the related activities. 

• Coordination of recruitment/professional 
training activities, etc. depending on the 

requirements of the top management level. 

Confectioners 
• Routine work; 

• Fluctuation of staff; 
• Mostly payment by agreement. 

• Application of human resources policies for 
employees retention (bonuses for exceptional 
achievements, creation of favorable working 

conditions, etc.); 
• Training of new staff; 

• Design and implementation of a salary scale 
in accordance with the requirements of 

employees and the financial possibilities of 
the company. 

Sales force 

• Small number of sales agents compared 
to direct productive staff; 

• Local and international activity (export); 
• Their activity is influenced by external 

factors, such as: national policy 
(taxation, subsidies, etc.), purchasing 

power, etc. 

• Motivating human resources to obtain the 
expected results (emphasis on percentage of 
sales, premiums for exceeding targets, etc.); 

• Design and implementation of a salary scale 
in accordance with the requirements of 

employees and the financial possibilities of 
the company; 

• Providing training/development programs in 
the field of sales. 

 Source: (adapted after Lăzărescu, 2020) 
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The human resources department must comply with the requirements of the employees, but as 
far as the management of the company allows this (most often the reasons that slow down the 
desired actions are the financial restrictions). For the Romanian textile sector, human resources 
people must find solutions for the employee retention and especially for improving their 
motivation. 
 
3. Research methodology 
 
 For this research there were used the Tempo databases of the National Institute of Statistics 
from Romania (INSSE) with data between 2008-2018, regarding the average number of employees 
from the activities of the national economy (sections and divisions) according to CAEN Rev. 2. 
Data was selected for the 8 regions of Romania: North-West, Center, North-East, South-East, 
South (Muntenia), București-Ilfov, South-West (Oltenia) and West.  
 The purpose of this paper is to present a comparative analysis regarding the average number of 
employees from  all the economic activities from Romania and the average number of employees 
from the manufacture of textile products from Romania. The data processing was performed with 
the Excel program from Microsoft Office, and the analysis was made only at a descriptive level. 
 
4. Findings 
 
 Table no. 3 shows the average of total employees in Romania from all activities, in the main 8 
regions of the country. Data was analyzed for the period 2008-2018. 
 
 Table no. 3 The average of total number of employees for all activities in Romania by regions according 

to CAEN Rev. 2 

Region North-
West  Center  North-

East  
South-
East  South   București-

Ilfov  
South-
West  West  Total  

2008 646075 632847 592399 590799 600776 1025786 423895 533740 5046317 
2009 614616 586433 556601 557300 575161 992590 401130 490432 4774263 
2010 573728 544191 499314 503193 518977 918069 363808 454764 4376044 
2011 569195 546445 492185 488966 514078 911534 361744 464592 4348739 
2012 582932 567851 505799 498940 523551 918900 369294 475598 4442865 
2013 591258 573807 497928 498958 528069 915542 361793 476199 4443554 
2014 614810 579874 499798 503319 531232 932699 359789 486208 4507729 
2015 628425 590125 513631 509582 540867 966068 364313 498384 4611395 
2016 649572 611269 532486 512799 547849 1024401 370663 510380 4759419 
2017 681859 637749 554237 533782 573033 1056169 383102 525937 4945868 
2018 691451 653485 569739 541662 588074 1099405 397360 526887 5068063 

 Source: (processed after Tempo ONLINE, 2020) 
 

The number of employees in Romania remains somewhat stable if we refer to the years 2008 
and 2018: in 2008 were employed, on average, 5046317 people, and in 2018, 5068063. The lowest 
number of employees was registered in 2010, when, on average, there were 4376044 people in the 
field of work, and the largest number of employees in the analyzed period was registered in 2018, 
when 5068063 people were employed. 

For a better understanding of the information, data is graphically presented in figure no. 2. 
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 Figure no. 2 The average of total number of employees for all activities in Romania according to CAEN 
Rev. 2 

 
Source: (processed after Tempo ONLINE, 2020) 
 

 The total number of employees decreased, on average, from 2008 to 2011 by approximately 
13.82%. Probably the economic crisis from this period was a factor that contributed to this decline. 
Starting with 2012, and until 2018, the average number of employees has continuously increased. 
More precisely, from 2011 to 2018, the number of employees increased by approximately 16.54%. 
 Table no. 4 shows the average of total employees in Romania from the manufacture of textiles 
industry, in the main 8 regions of the country. Data was analyzed for the same period: 2008-2018. 
 

Table no. 4 The average of total number of employees for manufacture of textiles in Romania by regions 
according to CAEN Rev. 2 

Region North-
West  Center  North-

East  
South-
East  South   București-

Ilfov  
South-
West  West  Total  

2008 5678 6127 6928 1692 4414 2843 1746 5901 35329 
2009 4052 5188 5667 1505 3921 1926 993 4059 27311 
2010 3117 4705 5030 1375 4126 1748 909 3690 24700 
2011 3344 5319 5294 1780 4837 1586 936 4985 28081 
2012 3405 5651 5289 1594 4923 2182 1224 5703 29971 
2013 3562 5598 5707 1823 5589 1647 1136 6591 31653 
2014 3523 5355 6363 2230 6288 2152 1116 6890 33917 
2015 3913 6016 6444 2071 6425 1779 1284 6898 34830 
2016 4433 6942 6199 1961 6742 2271 1202 6860 36610 
2017 4559 7455 6684 1938 7060 2583 1421 7200 38900 
2018 4823 8192 6684 2203 7218 2478 1663 7015 40276 

Source: (processed after Tempo ONLINE, 2020) 
 

The number of employees in Romania significantly increased  from the year 2008 to the year 
2018: in 2008 were employed, on average, 35329 people, and in 2018, 40276 (the growth rate is 
14%). The lowest number of employees was registered, again, in 2010, when, on average, there 
were 24700 people in the field of work, and the largest number of employees in the analyzed period 
was registered one more time in 2018, when 40276 people were employed. 

In order to better understand the information, data is graphically presented in figure no. 3. 
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 Figure no. 3 The average of total number of employees for manufacture of textiles in Romania according 
to CAEN Rev. 2 

 
 Source: (processed after Tempo ONLINE, 2020) 
 
 The total number of employees decreased, on average, from 2008 to 2010 by approximately 
30.09% (much more compared to the decreasing rate of the number of employees from total 
industries of 13.82%. for the period 2008-2011). Again, probably the economic crisis from this 
period was a factor that contributed to this decline. Starting with 2011, and until 2018, the average 
number of employees has continuously increased. More precisely, from 2011 to 2018, the number 
of employees increased by approximately 43.43%. 
 
5. Conclusions 
 
 Human resource management facilitates creation and design by enabling the environment in 
which designers and workers from the textile industry can work in a timely manner, with 
competent and well-trained people. The staff in the human resources department must act as a 
vector that perfectly aligns the tasks of each employee to the main pawn of the creation related to a 
company/brand. Also, the HRM activities are related to organizational rewards, very important for 
the employees and the budget of the company as well (Armstrong et al, 2011; Balme, 2009), and 
thus, in this area, the staff of HR department have to establish a balance. 

From 2011 to 2018, the textile industry significantly grew in terms of average number of 
employees: from 28081 employees to 40276 employees, with a growth rate of approximately 
43.43%. The factors that led to this situation could be: the increasing demand of export, the 
increasing of the number of corporations with this object of activity in Romania, a higher demand 
inside the country, etc. Finally, after our analysis, the textile industry has continuously a potential 
to grow and develop. The trend of the textile industry in terms of employees is somewhat 
analogous to that of the average number of employees from all industries, with the observation that, 
after the economic crisis that started in 2008, the increase in the number of employees in the 
textiles began in 2011, earlier than the general trend which has begin to increase starting with the 
year 2012. This indicates that the textile industry has recovered faster from the economic crisis. 
 
6. Acknowledgment 
 
 This work was cofinanced from the European Social Fund through Operational Programme 
Human Capital 2014-2020, project number POCU/380/6/13/125015 “Development of 
entrepreneurial skills for doctoral students and postdoctoral researchers in the field of economic 
sciences”. 

35329

27311

24700

28081
29971

31653
33917 34830

36610
38900

40276

0

5000

10000

15000

20000

25000

30000

35000

40000

45000

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Total employees for 
manufacture of textiles

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

817



7.  References 
 

• Armstrong, M., 2009. Managementul resurselor umane. Manual de practică. Bucharest: CODECS. 
• Armstrong, M., Brown, D., Reilly, P. 2011. Increasing the effectiveness of reward management: an 

evidence-based approach. Employee Relations Journal, 33(2), pp. 106-120. 
• Balme, J. 2009. Using flexible benefits as a strategic tool at Grant Thornton. Strategic HR Review 

Jornal, 8(2), pp. 5-12. 
• Diamond, E., 2006. Fashion retailing. A multi-channel approach. New Jersey: Pearson Prentice Hall. 
• European Economic and Social Committee, 2011. The future of the textile, clothing and footwear 

sectors in Europe. Publications Office of the EU, [online]. Available at: 
<http://bookshop.europa.eu/en/the-future-of-the-textile-clothing-and-footwear-sectors-in-europe-
pbQE8008280/> [Accessed 15.05.2020]. 

• Grumbach, D., 2001. Istorii ale modei. Bucharest: PRO Foundation. 
• Lăzărescu, RP., 2007. Principii ale managementului personalului angajat în activitatea comercială a 

întreprinderii textile. Management & Marketing, [online]. Available at:  
<http://www.managementmarketing.ro/pdf/articole/56.pdf> [Accessed 15.05.2020]. 

• Neștian, Ș.A., Tiță, S.M., Turnea, E.-S. 2020. Using Mobile Phones at Work in Personal and 
Professional Information Processes. Sustainability, 12(3), pp. 965. 

• Popescu, N.I., 2009. Tendinţe în managementul resurselor umane. Bucharest: Economic Tribune 
Publishing House. 

• Prodan, A., 2010. Managementul resurselor umane: suport de curs. Iași. 
• Tempo ONLINE, ****. Numarul mediu al salariatilor pe activitati ale economiei nationale (sectiuni si 

diviziuni) CAEN Rev.2, sexe, macroregiuni, regiuni de dezvoltare si judete, INSSE [online]. Available 
at: <http://statistici.insse.ro:8077/tempo-online/#/pages/tables/insse-table> [Accessed 15.05.2020]. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

818



Individual Motivation in Work Team Context – 
An Empirical Research on Romanian Consulting SMEs 

 
 

Raluca Zoltan 
Romulus Vancea 

“Ştefan cel Mare” University of Suceava, Romania 
raluca.zoltan@usm.ro  

romulus.vancea@usm.ro 
 
 

Abstract 
 

Nowadays different variables considered to be of extreme importance for team performance and 
effectiveness are intensively studied. Among them, motivation has a special role. But in many 
papers, it is analysed the team motivation as a whole, and not individual motivation. In this 
situation, in the present paper we analyse individual motivation of members who have to undertake 
and accomplish complex tasks which are specific to work team. We distinguished between intrinsic 
and extrinsic motivation, both theoretically and using statistical analyses in order to find out which 
categories are on highest order for employees, members of teams that works on business and 
management projects in Romanian consulting SMEs. As a result, we found a hierarchisation of 
individual needs in work team context that is different from classic models, as well an unexpected 
place and importance for extrinsic motivation in overall motivation of team members. 
 
Key words: team work, work team, individual motivation, intrinsic and extrinsic motivation 
J.E.L. classification: C38, D23, D83, J59, L29, L84, M12  
 
 
1. Introduction 
 

In today’s organizations, where work has become extremely complex, teams are increasingly 
being used, both as permanent organizational structures and as temporary forms of organizing the 
work. We mentioned in some previous papers the differences between work group and work team 
(Zoltan, Vancea, 2015a), group work and team work (Zoltan, Vancea, 2015b), all placed in 
organizations. In short, work team is an organizational subdivision and team work is a particular 
style of work collectively in organization. In the sense given to the terms, employees of business 
and management consulting firms work with necessity in work teams and practice team work to 
carry out the complex projects that constitute their main activity. 

In the literature, little attention has been paid to business and management consulting SMEs in 
the European Union, and less to teams working on consulting projects, and even less to the 
motivation of members of these teams. Often, these companies carry out important projects with 
European funding, in other words, they organize their work in teams to deal with complexity. In 
this context, team work is no longer an option, but a must. 

As in any organisation, be it SME or MNC, special attention should be paid to the motivation of 
employees. Realistically speaking, the premise from which it must be started is this: employees do 
not work for the employer, but for themselves. In other words, they are guided by interior mobiles 
to meet certain needs within the organizational framework and, as well, they aim to earn money 
and other material rewards.  

But many reward and recognition systems encourage members not to participate in teams. 
Members who perceive inadequate recognition will direct their efforts to those areas that are 
recognized and rewarded. Participation can pose too much personal risk and create conflict as long 
as members realize that the support provided to the team consumes time that could be used for 
those activities that are recognized and rewarded. (Trent, 2003) Mattsson (1990) argues that in a 
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team where the level of engagement and motivation is low among some members, other members 
involved and motivated within the same team tend to dominate in meetings. He argues that this can 
create a state of imbalance in terms of motivation among members and, as a result, some members 
get more involved in work team than others. This can lead to significant losses for team 
effectiveness as long as, by definition, work team involves interdependent activities, therefore each 
member’s effort will be reflected in the final result.  

In order to avoid as much as possible these problems, managers should know what mostly 
motivates their subordinates. Of course, each employee may be motivated differently to carry out 
the same activity. However, at the sector level we can observe certain trends towards satisfying 
some needs and less towards satisfying others. This is what we want to investigate because 
inadequate motivation of team members could have serious managerial implications. 
 
2. Literature review 
 
2.1. Individual (competitive) and collective (collaborative) reward for team members 

The methods of motivating teams in business still tend to work best when the reward recognizes 
individual contributions. While team work is often valued within an organization, some employers 
found it difficult to implement reward systems at team level as it is difficult to measure team 
performance. (Newton McClurg, 2001) But offering individual recognition and rewards increases 
tension between members as the team matures. Although members manage to overcome work 
problems as a collective unit, internal competition for individual rewards often affects both their 
morale and performance. (Trent, 2003)  

In general, behaviours that help motivate team members relate to: statements indicating 
encouragement, active consideration, and positive comments on members’ specific competencies, 
and these motivational behaviours exclude influence based on coerciveness. (Burke et al., 2006)  

Rewarding the team, however, is not just about incentives and encouragement, but reward 
systems should be considered, either at team level (collaborative or cooperative systems) or at the 
individual level (competitive systems). For example, when agents (members) are homogeneous, 
team production is evenly divided and there are economies of scale from team work. (Tohidi, 2011) 
And yet, this approach raises many issues as the members of a team are not so homogeneous as not 
to perceive the inherent differences between them and, first of all, the extent to which the team task 
involves cooperation and / or competition between team members.  

Ideally, an evaluation system will also take into account objective information on individual 
contribution. This helps to prevent process losses (Zoltan, 2012) in the form of the manifestation of 
“free-riding” or “social loafing” phenomena (Zoltan, 2014) by ensuring that each member is 
responsible for his or her actions. 
 
2.2. Intrinsic and extrinsic motivation in teams 

Work groups have gained in importance through the work of researchers in the field of human 
relations, prestigious authors such as Elton Mayo and Douglas McGregor, who emphasized the 
complexity of group behaviour. Despite the immense literature dedicated to studying group 
behaviour, there are no generally accepted frameworks for predicting group behaviour or assessing 
the importance of group characteristics. (Ingram, Desombre, 1999)  

In short, motivational theories about needs argue that people need certain results or outcomes 
and tend to behave in such a way as to satisfy these needs. Maslow has developed his famous 
hierarchy of human needs or necessities in which certain needs are basic, and people are motivated 
to satisfy them (e.g. physiological and security needs) before seeking to meet their higher needs 
(needs of belonging, esteem and self-actualization). Then further, Alderfer built on this model, 
suggesting that there may be only three categories of needs (existential needs, relational needs and 
growth needs) in a concrete hierarchy, and people “move” up and down on this hierarchy, and may 
be motivated by multiple needs at the same time.  (Horner, 1997)  

Therefore, in our research, we call extrinsic motivation all those material elements, whether they 
are of a financial nature or not, granted by the management to the members, either individually or 
at group or team level. Intrinsic motivation in the context of work team refers to elements deriving 
from the complex nature of the task and the team-specific work relationships, in particular, refers to 
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meeting individual needs in the psychosocial context of the small work group. In the literature, the 
authors usually make only the distinction between individual and group reward as means of 
motivating team members. For example, Trent believes that most authors divide the different types 
of rewards potentially available to teams and team members into four categories. These categories 
include financial bonuses, merit salaries for members, recognition from the organization and its 
managers, and non-financial rewards such as dinners, event tickets, and gift vouchers. (Trent, 2004) 
In our opinion, if we consider the specificity of team work as a particular, special style of work 
(Zoltan, Vancea, 2015b) required to carry out a complex task, all the above elements fall under the 
umbrella of extrinsic motivation as they do not derive from the “intimate life” of the team, from the 
multitude of relationships that the members build in the process of collective work, but come from 
outside of it. 

 
3. Empirical research 
 
3.1. Research methodology 

Based on the literature, we have distinguished between intrinsic and extrinsic motivation. We 
set out to explore the extent to which the two types of motivations are appreciated by the 
individuals themselves, members of the teams from a particular economic sector. We were 
concerned, first of all, to formulate the questionnaire items so that the context was exclusively 
work team, whether we were referring to the satisfaction of individual needs (intrinsic motivation) 
or material rewards (extrinsic motivation). Further, the factorial analysis allowed the ranking of the 
considered variables. Finally, we were able to compare both types of motivation, intrinsic and 
extrinsic, and conclude what are the needs of team members largely seeking to be met in the 
context of work team. 

 
3.2. Research design, sample and variables 

The sample consisted of 205 employees of small and medium-sized companies in Romania, 
including micro-enterprises, whose main activity is business and / or management consulting 
services and / or financing programs or projects, in particular, financing from European funds. 

Respondents were asked to fill out an online questionnaire easy to access from a link and 
formatted in Google Docs. Respondents were asked to indicate the frequency of manifestation in 
their work group of the items presented, i.e. how often they met with or acted as in the situation 
described. Responses were assessed using a Likert scale from 1 to 6. We used a Likert scale from 1 
(never) to 6 (always) in order to avoid the centrality tendency. 

The intrinsic motivation was evaluated through 4 items in which the level of satisfaction of four 
needs was pursued according to Maslow’s hierarchy (safety, belonging, esteem, self-actualization), 
their formulation aiming at the work team environment. The items were worded as follows: 

- for safety: “Encouraging and positive comments from colleagues / collaborators stimulates me 
to work with them.” 

- for belonging: “The emotional comfort I have within the group / team compensates for some 
shortcomings such as lack of resources or unsatisfactory remuneration.” 

- for esteem: “Collegial connections with very competent people who appreciate me motivate 
me to work in team.” 

- for self-actualization: “Team work is an opportunity to use my skills and knowledge to 
perform complex group tasks.”. 

Extrinsic motivation was expressed by two items through which we wanted to evaluate the level 
of motivation through material reward both at individual and team level. The items were worded as 
follows: 

- “The material reward (salary or other material benefits) granted individually stimulates me to 
contribute to the accomplishment of the common task.” 

- “The material reward (salary or other material benefits) granted at group / team level 
stimulates me to contribute to the accomplishment of the common task.” 
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4. Results  
 

In table no 1. are presented the main descriptive statistics for our motivation variables.  
 

Table no 1. Descriptive statistics for motivation variables 

 safety need 
satisfaction 

belonging 
need 

satisfaction 
esteem need 
satisfaction 

self-
actualization 

need 
satisfaction 

competitive 
reward  

collaborative 
reward  

N Valid 205 205 205 205 205 205 
Missing 0 0 0 0 0 0 

Mean 5.0878 4.3366 5.1854 5.0585 4.7659 4.6878 
Median 5.0000 4.0000 5.0000 5.0000 5.0000 5.0000 
Mode 6.00 4.00 6.00 6.00 5.00 5.00 
Std. 
Deviation 

1.02043 1.22029 .96242 .93226 1.13923 1.15049 

Source: own contribution 
 

At a glance, it can be noted that competitive reward has a higher mean comparative with 
collaborative reward, and both competitive and collaborative reward have a lower mean 
comparative with intrinsic variables, with the exception of belonging need satisfaction.  
 

Table no 2. Main components of individual motivation in team work context 
Initial variables - safety need satisfaction 

- belonging need satisfaction 
- esteem need satisfaction 
- self-actualization need 
satisfaction 

- competitive reward 
- collaborative reward 

Composite variables Intrinsic motivation Extrinsic motivation 
Variance explained 42.506 % 23.353 % 
Kaiser-Meyer-Olkin coefficient 0.696 
Cronbach alfa coefficient 0.710 
Sig. 0.000 

Source: own contribution 
 
Before drawing some early conclusions, we choose factor analysis to observe which type of 

motivation are the most important for our respondents. (Table no 3.) 
 
Table no 3. Arrangement of motivation variables in factor analysis 

 
 
 
 
 
 
 
 
 
 
 

 
 

Source: own contribution using SPSS 18 
 
 
 
 

Rotated Component Matrixa 

 Component 
1 2 

esteem need satisfaction .793 .179 
safety need satisfaction .765 .143 

belonging need satisfaction .701 -.133 
self-actualization need satisfaction .692 .243 

competitive reward .061 .899 
collaborative reward .159 .895 

Extraction Method: Principal Component Analysis. 
Rotation Method: Varimax with Kaiser Normalization. 

a. Rotation converged in 3 iterations. 
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Theoretically, in an extensive research factor analysis is used to name the factor variable after 
the variable with the main load in compounding the factor variable. But in our case, we cannot 
presume that the other variables do not count, yet they are of a less interest for the employees. The 
porpoise is to order the factors and thus to note what mostly motivates the members of Romanian 
consulting teams.  

The composition of the initial variables was made taking into account the percentage of variance 
explained in the factorial analysis using the principal components extraction method (Varimax 
rotation method with Kaiser normalization), significance threshold sig. < 0.05, the adequacy of the 
factorial grouping (Kaiser-Meyer-Olkin coefficient ≥ 0.60) and the internal consistency of the 
composite variables (Cronbach alpha ≥ 0.65). (Table no. 2) All these show that our approach is 
valid and in accordance with the statistical significance levels agreed in the literature. 

The variables related to intrinsic and extrinsic motivation were grouped in the factorial analysis 
on main components as can be seen in table no. 3 

 
Figure no 1. Individual motivation in team work 

 
 

Source: own contribution using SPSS 18 
 

Further, for a clearer picture of the results of our factor analysis, we processed the SPSS 
Component Plot as can be seen in figure no 1. 
 
5. Discussion  
 

Either intrinsic or extrinsic motivation, although different in content and manifestation, can lead 
to increased work effort. Certainly, as we mention already, each person is motivated differently by 
a combination of internal and external motivational factors. But motivation, although it undergoes 
changes at the group level, i.e. in the social context, it is always individual. (Zoltan, 2015, p.104) 
So, what we wanted to find is the general trend in terms of employee motivation in this sector of 
activity. 

Overall, it can be noticed in figure no. 1 the clear discrimination between the two categories of 
motivation, extrinsic and intrinsic, even so we put into factor analysis all our variables. Also, as can 
be seen from the table no 2., for our respondents, extrinsic motivation is far less important 
comparative to intrinsic motivation, in other words, its contribution for hole motivation (23,3%) is 
lower than the contribution of intrinsic motivation (42,5%). 

If the intrinsic motivation had exceeded 50% in the composition of the total motivation, we 
could have concluded that it predominates, that is, extrinsic motivation can be neglected. This is 
not the case, however, although it contributes to a small extent to the motivation of the employees 
of the consulting SMEs that constitute our sample. In any case, we can intuit two extreme situations 
in which the material, financial reward matters too little:  
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- employees earn enough money, respectively, they have exceeded the level to which money 
was a very important motivator, and from now on other things motivate them; 

- employees are rewarded so unsatisfactory that they do not even consider that the motivating 
factors would be made up of material reward; in other words, if there were no other considerations 
at stake, just for that money they probably wouldn’t work at all. 

With regard to the first situation, when people are no longer motivated by material reward (high 
incomes, bonuses, etc.), it is expected that they will set higher goals, such as: broadening their 
skills, achieving new / special objectives, promoting a higher position in the organization so that 
they can make a difference in the company’s history by implementing new ways of working. In 
other words, they would be motivated by new challenges to face. All this is called self-actualization 
in Maslow’s hierarchy, fulfilment, in Alderfer’s classification, and achievement, according to 
McClelland. (Vancea, 2008, pp.100-103)  

In the second situation, the material component being unsatisfactory, an explanation could be, 
for example, the possibility to gain knowledge in the workplace in order to get a better job in the 
future, an explanation generally valid for younger categories of employees. At the same time, it 
seems reasonable to accept as an explanation that simply holding the job is the main motivator: 
although the employee is not satisfied with his income, he has job security. It is what Maslow 
includes in the category of stability, security needs. 

As far as Romanian employees from management and business consultancy SMEs are 
concerned, we can only note that extrinsic motivation plays a minor role for them, but we cannot 
advance any of the above explanations as a conclusion. It remains to be investigated in the future 
whether some, others or a combination of them explain why extrinsic motivation seems so 
unimportant to these employees. 

However, it is obvious that intrinsic motivation predominates in the total motivation of our 
respondents. After all, most tasks have at least some potential to be intrinsically motivating, so that 
for most activities or tasks, intrinsic reward strategies will be more effective and generally 
preferable. (Neck, Houghton, 2006)  

On the other hand, if we consider the contribution of the initial variables to the formation of the 
latent variable “intrinsic motivation” (table no. 3), we can observe that the satisfaction of the need 
for esteem from colleagues with outstanding professional skills holds first place, followed by the 
satisfaction of the need for belonging and need for safety, satisfaction of the need for self-
actualization taking the last place. Thus, Maslow’s pyramid is no longer respected in terms of the 
needs of employees in the SME sector whose activity is management and business consulting. The 
needs of these employees, whose work is necessarily carried out in collaboration, reveal a different 
hierarchy: the pyramid is reversed and, in addition, the need for esteem and appreciation has come 
first, an idea graphically suggested in Figure 2. 

 
Figure no 2. Hierarchy of the needs met in team work context by employees in consultancy SMEs 
 

 
 
 
 
 

 
 
 
 

  
Source: own contribution 
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A possible explanation for this result can be identified in the nature of the activities that 
employees of consulting firms carry out, namely, the processing of knowledge; these employees 
are, in fact, what in the literature is known as knowledge workers. This means a working 
environment that involves intense cognitive efforts and continuous learning, and employees need, 
first of foremost, feedback from more experienced collaborators, respectively, their appreciation, in 
order to feel safe (through the encouragement and positive comments from these colleagues) and to 
satisfy their need for group belonging, even in the absence of fair remuneration (through the 
emotional comfort felt within the work team).  

Self-actualization occupies the last place, which apparently denotes a lower importance given to 
personal achievement, which would be an argument in support of the assertion that for the 
employees questioned in this research personal achievement is not essential, but the common result 
is the one that matters. In fact, team work is less an opportunity for respondents to use their skills 
and knowledge, and rather they make further efforts to satisfy, first of all, the need for appreciation 
on the part of colleagues with outstanding achievements. 

Thus, it seems that what motivates the most the employees in Romanian consultancy SMEs is 
learning from the most experienced collaborators and receiving positive feedback from these 
colleagues seen as experts. This is in accordance with some authors; for example, Huusko (2006)  
stated clearly that team members are more motivated to improve their skills when they have 
demanding tasks to solve and the climate is one that promotes learning which is as well the case of 
complex tasks that team members from Romanian consultancy SMEs have to accomplish. 

 
6. Conclusions  
  

Beersma et al. (2003) argue that collaborative reward allocations promote mutual trust, 
cohesion, and supportive behaviour among team members, which in turn promotes performance. 
On the contrary, Honeywell, Dickinson and Poling (1997) show that when the group incentive 
system is used, the best performing employees reduce their effort when their earnings are reduced 
by those with poor performance, while the latter continue to achieve below-average results as they 
benefit from the performance of other members. (Honeywell, Dickinson, Poling, 1997)  

As far as our study is concerned, if we simultaneously look at the individual motivation for team 
work, both intrinsic and extrinsic, this dilemma between collaborative and competitive reward 
structures disappears. Yes, extrinsic motivation can be very important, but not when we are dealing 
with complex activities that require combined and specialized actions and knowledge from 
different members. Besides, the consensus in the literature on competitive and collaborative 
compensation structures is quite clear in its support for competitive allocations when people work 
independently and for collaborative allocations when people are interdependent. (Beersma et al., 
2003) In this context, and in light of our research results, we can say with some certainty that, from 
the organisation point of view, the more complex the work will be, the greater the chances that 
extrinsic motivation will matter less and vice versa, the simpler and more repetitive the work, the 
more important the extrinsic motivation. Therefore, this conclusion can be extended to other types 
of organizations providing complex, highly specialized services, whose members requisitely work 
in teams. 

As a practical implication, we suggest that the managers of Romanian consulting SMEs should 
ensure that they have in theirs teams at least a few experienced members with special social 
competencies. These high skilled persons will act as mentors and coaches for their less experienced 
colleagues and the result will be a greater motivation for effort in work team context, and further, 
for better performance and loyalty. 

Likewise, managers should note that a group of employees, however competent and experienced 
they may be, do not constitute a team in the true sense of the word from the moment they are given 
the name “team”. It takes a whole host of behaviours and conditions for the group set up to achieve 
a complex project to become a functional and efficient team. (Zoltan, Vancea, 2016) In this 
process, the mechanisms by which members are motivated may undergo changes that result from 
frequent interactions between members. These interactions will come first of all from the quality 
and effectiveness of network communication within organization which, in turn, will affect the 
level of work team productivity and the satisfaction of team members. (Zoltan, Vancea, 2018)  
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Finally, treating the team as a unitary body supports extremely important nuances: team 
members are not clones of the same type, of the “universal teammate” of an “average character”, 
but they are motivated by internal mobiles that can vary greatly from person to person: team work 
is only an element among many others that influence the complex motivation, and can be seen 
more or less as an opportunity for personal affirmation. (Zaiț, 2012, p.339) Therefore, 
organizations management should be aware of which type of motivation is required for their 
employees and act accordingly as long as at the SME level the main focus is the motivation of the 
individual as a member of the team. Obviously, we can talk about motivation at team level, but 
only when the team is competing with other teams; the benchmark being outside the team, 
individuals identify themselves with their team in order to compare and compete with members of 
other teams. But further investigation is needed to identify complex links and relationships between 
teams, as well as the motivational mechanisms that determine their actions and strategies. 
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Abstract 
 

 
Decreased birth rate and aging population represent a treat to PAYG public pension systems 

implemented in countries of Central and Eastern Europe, due to the fact that the financing is direct 
dependent of the social contributions payed by the taxpayers active on labor market. As solution, 
World Bank promotes the diversification of funding sources for pension systems and a multi-pillar 
structure that includes privately managed pension funds. The purpose of this paper is to present 
how the multi-pillar structure was implemented in Romania and Slovakia, focusing on the evolution 
and performance of mandatory private pension funds. The main conclusion of this article 
highlights that in the current demographic context, privately managed pension funds can be a 
mean of providing the necessary resources to the elderly population during retirement. 

 
Key words: privately managed pension funds, reform of pension systems, Central and Eastern 
Europe. 
J.E.L. classification: J32, G11 

 
 

1. Introduction 
 

Social protection is a fundamental right advocated by the Universal Declaration of Human 
Rights, the Treaty on European Union, the Charter of Fundamental Rights and the Social Charter of 
the European Union. The responsibility for ensuring social protection belongs to each state, which 
has the responsibility to organize and implement the social protection systems. 

A category of the population that needs attention is the elderly population, which due to old age 
and pathologies cannot carry out professional activities to ensure the incomes needed for daily 
living. Therefore, national pension systems are becoming the main instrument of social policy to 
ensure the protection of elderly. National pension schemes aim to ensure the financial flow needed 
for the elderly to live a decent life and, as a consequence, to give protection against the risk of 
poverty and social exclusion. 

 Worldwide, national pension systems are organized accordingly to the specifics of each state. 
However, there are three main typologies of them, namely: the public non-contributory pension 
scheme, the public contributory pension scheme (PAYG) and private pension funds. The World 
Bank (WB, from this point forward) and the International Labor Organization (ILO, from this point 
forward) support a multi-pillar structure of national pension systems consisting of both public and 
private components. The three pillars promoted by WB are: the public pension system (1st Pillar), 
privately managed pension funds (2nd Pillar) and voluntary pension funds (3rd Pillar). 
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In this article, we give attention to the second pillar proposed by WB, respectively the 
mandatory private pension funds (MPPF, from this point forward) implemented by Romania and 
Slovakia. The purpose of this article is the study of the characteristics of MPPF from the two 
Central and Eastern European countries (CEEC, from this point forward), to assess their evolution 
and performance. 

The article is structured in the following sections: the first section introduces the purpose of the 
paper, the second section briefly presents the theoretical framework on MPPF in CEEC, the third 
section specifies the research methodology and the research methods used in this study, the fourth 
section characterizes the MPPF implemented in Romania and Slovakia, and the fifth section shows 
the evolution and performance of MPPF in the two European countries, the last section being 
dedicated to the conclusions and final considerations of the paper. 

 
2. Theoretical background regarding mandatory private pension funds in Central and 
Eastern Europe 
 

Supplementary pensions represent a complementary form of the public pension system, with the 
role of increasing the incomes of beneficiaries and maintaining the standard of living, as well as 
consumption during retirement. The supplementary forms of pensions refer to occupational 
pensions, defined by Council Directive 98/49/EC as a pension scheme, individual or collective, 
related with a professional activity and regulated by national law, with the purpose to provide 
additional pensions at retirement (Council Directive 98/49/EC). 

At EU level, the supplementary pension schemes are present mainly in the north-western states 
of the continent, while in the countries in the central-eastern and southern part of the continent, 
they have a very low coverage. Among the causes that determine the underdevelopment of 
supplementary pension schemes in CEEC are: the preference for non-financial instruments, the low 
profitability of financial markets, the modest level of the incomes of population, the scarce of the 
social partners (European Commission-Directorate-General for Employment, Social Affairs and 
Inclusion, 2018). 

Private pension funds, concept developed by Milton Friedman, use the incomes obtained from 
social security contributions for investments in financial markets in order to reach additional 
income. From a legal point of view, private pension funds are contracts that have as object the 
provision of financial resources after retirement from professional activity, complementary to 
public pension schemes or replacing them. These can be formed as occupational pension funds, 
conditioned by the existence of an employment contract, or as individual pension funds, often 
known as personal pension funds, which offer the possibility to anyone to join a private pension 
fund. Occupational pension schemes are usually organized by employers or trade unions. 
Depending on the obligation to join a private pension funds, it can be identified mandatory private 
pension funds (MPPF), imposed by national legislation, and voluntary pension funds (VPF), having 
a voluntary participation (Impavido, 2013).  

In order to reduce the pressure on the public pension system and to ensure an adequate 
replacement rate during retirement, at the recommendation of the WB, different countries have 
implemented a mandatory private pension system. CEEC that have regulated and implemented 
private pension funds, followed the multi-pillar model implemented by Argentine Republic (Bonoli 
& Palier, 2007).  

MPPF are, in fact, a hybrid form of financial insurance of the elderly, formed by combining 
features of the public pension system with aspects specific to privately managed pension funds 
(Sender, 2012). Thus, their financing is based on the contribution of participants, but the 
management of financial resources is made by private companies specialized in financial 
investments, through nominal accounts that reflect the contribution history of each participant and 
the performance of the investment. 
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3.  Research methodology 
 

The topic of this paper highlights the characteristics and performance of MPPF implemented by 
Romania and Slovakia. Therefore, the research is descriptive and focuses on the comparative 
presentation of some indicators specific to pension funds. Thus, the following research methods 
were used: the method of bibliographic study, the method of comparison, the method of synthesis 
and the graphic method. 

 
4. Mandatory private pension funds in Romania and Slovakia 
 
4.1. Mandatory private pension funds in Romania 

 
MPPF were regulated in Romania at the end of 2004, but the effective implementation took 

place on 1st July 2006. Law no. 411/2004 establishes organization and functioning, as well as the 
activity of the managers of the funds. The entry into force of the law imposed the obligation of 
participation at the scheme for the employed population up to 35 years old and the voluntary 
participation for persons found in the age group 35-45 years. Joining a MPPF can be done either by 
the personal option or by automatic distribution, if the taxpayer does not express his choice. Joining 
a privately managed pension fund is done once the accession contract is signed, which specifies the 
rights and the obligations of the participants and also of the manager of the fund, their risks and 
distribution of pensions. Thus, an individual account is opened to highlight the contributions paid, 
the value of the fund units and the net assets. However, a participant has the right to transfer to 
another pension fund, only after a prior notification of the transfer to the initial fund administrator 
(Law no. 411/2004).  

Nowadays, in Romania are functioning 7 MPPF with moderate and high risk profile, the main 
characteristics of them and of the administrators are summarized in Table no. 1. 

 
Table no. 1. Mandatory private pension funds in Romania 

MPPF Management company of MPPF (S.A) Depository Capital (lei) Name Shareholders 
Aripi Generali  1. Generali CEE Holding B.V. 

2.Generali Romania Asigurare - 
Reasigurare S.A. 

BRD - Groupe 
Societe Generale S.A. 

67.000.000 

AZT viitorul 
tău 

Allianz-Ţiriac 
Pensii Private  

1.Allianz - Ţiriac Asigurări S.A. 
2.Tiriac Holdings Limited 

BRD - Groupe 
Societe Generale S.A. 

32.375.000 

BCR BCR Pensii 1.Banca Comercială Română S.A. 
2.Zbîrcea Gabriel 

BRD - Groupe 
Societe Generale S.A. 

88.471.840 

BRD BRD  1.Sogecap 
2.BRD - Groupe Société Générale 
S.A. 

Banca Comercială 
Română S.A. 

35.970.000 

Metropolitan 
life 

Metropolitan 
Life  

1.Metlife EU Holding Company 
Limited 
2.Metlife Services Spolka z 
Ograniczona Odpowiedzialnoscia 

Unicredit Bank S.A. 
 

94.561.700 

NN NN Pensii  1.NN Continental Europe Holdings 
B.V. 
2.NN Asigurări de Viaţă S.A. 

BRD - Groupe 
Societe Generale S.A. 

206.100.000 

Vital AEGON 
Pensii  

1.AEGON Poland/Romania 
Holding B.V. 
2.AEGON Czech Republic Holding 
B.V. 

BRD - Groupe 
Societe Generale S.A. 

72.000.000 

Source: Author’s own processing based on data published by Financial Supervisory Authority 
 

Since the implementation of the MPPF in Romania, four pension funds have been deregistered 
after the decision of ASF to retire the registration of the management companies. Thus, the BCR 
pension fund absorbed the Omniforte fund, Prima Pensie fund and OTP fund; Metropolitan Life 
was formed from the AIG and VIVA pension funds, and Vital absorbed the EUREKO pension 

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

831



fund, which before have incorporated the BANCPOST and KD pension funds. Subsequently, the 
ING mandatory private pension fund changed its name to NN. 

The withdrawal of contributions is made by redirecting part of the social contributions paid to 
the public social insurance system (Figure no. 1.). Croitoru (2015) mentions that in the short term, 
the funds mobilized towards MPPF have a negative impact on the financial sustainability of the 
public pension system, but in the long term it ensures an adequate level of pensioners' income. 
From this perspective, the decision to privatize the pension system must be correlated with the 
national socio-economic and political context 

  
Figure no. 1. Contribution rate and number of participants to mandatory private pension funds in Romania  

 

Source: Author’s own processing based on Law no. 411/2004, Laws regarding the Social Insurances 
Budget between 2008 - 2019 

 
Law no. 411/2004 established the redistribution of 2% of the total contribution paid by an 

insured to the public pension system to a MPPF, following that in each year to increase this rate 
with 0.5% up to the maximum value of 6% (Law no. 411/2004). This provision was not been 
respected exactly and it can be noted a slight gap, which since 2016 had increased, reaching only 
3.75% in 2018 and 2019. This drop of the share of the contribution to MPPF is a result of the low 
returns obtained. Also, other reasons that hold up this decision was the deficit registered by the 
State Social Insurance Budget and the low confidence of citizens in MPPF. 

The participation of the population in MPPF increased with approximately 2,930,500 people 
between December 2008 and December 2019 (Figure no. 1.). The distribution of participants by 
age group reveals the decrease of the share of participants younger than 35 years old by 22%, 
reflecting the demographic situation of Romania and the reduction of the number of young 
employees on Romanian labor market. Regarding the distribution of participants by gender, it can 
be noted a minor difference between the number of females and males, in favor of the latter. 

The contributions to a MPPF give the right to receive a private pension, once are met the 
eligibility conditions for receiving the old-age pension within the public pension system (Law no. 
411/2004). The redistribution of the private pension is made based on the value of net assets 
detained in individual account of the participant after an actuarial computation considering life 
expectancy. However, this value cannot be less than the total value of the contributions paid (Law 
no. 411/2004). This specification does not apply if the beneficiary of the private pension suffers 
from a permanent disability, or the value of the net asset is reduced, as well as if the beneficiary is 
not a participant of the MPPF, but is the legal heir of the net asset. The Supervisory Commission of 
the Private Pension System (CSSPP) establishes the rules for the redistribution of the minimum 
private pension. The provision of the cash benefits can be made through a single premium or in 
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several installments for a maximum period of 5 years (Norm no. 27/2017), in country or abroad 
(Law no. 411/2004).  

 
4.2. Mandatory private pension funds in Slovakia 

 
The implementation of MPPF in Slovakia was made in 2005, establishing the mandatory 

participation of all new employed individuals. The financing of MPPF was based on the 
contributiveness of the participants, the share of contributions being 9% of wage incomes and other 
incomes assimilated to wages. On the background of the socio-economic situation resulted from the 
financial crisis, since 2012 this percentage decreased by 5%, but starting with 2017 the contribution 
rate gradually is increasing by 0.25%, reaching 6% in 2024 (OECD, 2019). At the beginning of 
2018, the number of participants of a MPPF in Slovakia reached 1,425,843 people (IOSP).  

In Slovakia are functioning 17 MPPF, operated by five management companies. The main 
features of MPPF from Slovakia are summarized in Table no. 2. 

 
Table no. 2. Mandatory private pension funds in Slovakia 
Management 
company of 

MPPF 
Shareholder Depositary  Capital 

(euro) MPPF Type of MPPF 

Allianz - 
Slovenská 
dôchodková 
správcovská 
spoločnosť, a.s. 

Allianz - 
Slovenská 
poisťovňa, a.s. 

Tatra banka, 
a.s. 

37.177.280  
Guarantor Bond guaranteed  

Progress Shares non-
guaranteed  

AXA d.s.s., a.s. AXA životní 
pojišťovna a.s. 

UniCredit Bank 
Czech Republic 
and Slovakia, 
a.s. 

47.924.980  Stock Shares non-
guaranteed  

Bond Bond guaranteed 
Index Index non-guaranteed 

Dôchodková 
správcovská 
spoločnosť 
Poštovej banky 
d.s.s., a.s. 

Poštová 
banka, a. s. 

Československá 
obchodná 
banka, a.s. 

11.949.810,48  Perspective Index non-guaranteed 
Prosperity  
  

Shares non-
guaranteed 

Stability Bond guaranteed 

NN 
dôchodková 
správcovská 
spoločnosť, a.s. 

NN Životná 
poisťovňa, a.s. 

Slovenská 
sporiteľňa, a.s. 

10.023.200  Dynamics Shares non-
guaranteed 

Harmony Mixt non-guaranteed 
Index euro  Index non-guaranteed 
Index 
global  Index non-guaranteed 

Solid Bond guaranteed 
VÚB Generali 
dôchodková 
správcovská 
spoločnosť, a.s. 

1.VUB a.s. 
2.GENERALI 
poisťovňa, a.s. 

UniCredit Bank 
Czech Republic 
and Slovakia, 
a.s. 

10.090.976  Index  Index non-guaranteed 
Classic Bond guaranteed  
Mix  Mixt non-guaranteed 

Profit  Shares non-
guaranteed 

Source: Author’s own processing based on data published by National Bank of Slovakia 
 

Each management company holds two types of MPPF, namely: guaranteed MPPF, consisting 
mainly of bonds and deposits, and non-guaranteed MPPF, with an investment portfolio consisting 
of various financial instruments: stocks, stock indices or mixed portfolios. The risk associated with 
guaranteed pension funds is minimal. Usually, joining a MPPF is done through the personal option, 
depending on the personal risk profile, determined on the basis of a questionnaire, made available 
by the Association of Pension Management Companies (ADSS).  

The activity of the management companies of MPPF is supervised by the National Bank of 
Slovakia. The distribution of benefits is made as an old-age pension, including an early retirement 
pension, conditioned by reaching the standard retirement age specified for accessing the public 
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pension. In case of death of the participant of a MPPF, the accumulated assets are distributed to the 
heirs (ADSS). 

 
5. Performance of mandatory private pension funds in Romania and Slovakia 

 
According to the Report regarding the private pension fund market released by OECD, the 

number of participants of a private pension fund in CEEC, reported to population aged 15 to 64 
years old, increased between 2008 and 2018, attaining a coverage of approximately 57% in 
Romania and 39.7% in Slovakia. This evolution is reflected in the level of assets, which in 2018 
reached USD 12,176 million in Romania and USD 12,038 million in Slovakia (OECD, 2019). 

In Romania, the highest level of assets is held by NN pension fund (35% of the total assets) and 
by AZT Viitorul Tău pension fund (22% of the total assets level). In Slovakia the highest share of 
assets is held by the Guarantor, Bond, Solid and Classic pension funds, all of which are bond-
guaranteed funds (Figure no. 2). 

 
Figure no. 2. Assets and investment policy of mandatory private pension funds from Romania and 
Slovakia, April 2020 

 

0%

10%

20%

30%

40%

50%

60%

70%

80%

RON 0

RON 5.000

RON 10.000

RON 15.000

RON 20.000

RON 25.000

In
ve

sm
en

t s
tr

uc
tu

re
 

A
ss

et
s 

M
ill

io
ns

 

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

834



 
Source: Author’s own processing based on data published by ASF and http://www.manazeruspor.sk/ 

 
With regard to the investment structure the assets of private pension funds, Community 

regulations state for a prudent investment, in order to protect the interests of participants and to 
ensure the long-term profitability of the funds. As a result, the investment portfolio must be 
sufficiently diversified, both regarding the financial instruments and the issuers of financial 
securities to avoid dependence on a particular asset or issuer and to reduce exposure at investment 
risk. Investments should be made predominantly in regulated markets, and investment in 
derivatives should be made only to reduce investment risk and manage efficiently the securities 
portfolio. 

However, the modern theory on investment portfolios supports their optimization depending on 
the profitability/investment risk ratio, although from the point of view of practitioners, this theory 
has shortcomings (Turcaș et.al., 2019). The investment risk is represented by the financial 
instruments contained in the portfolio, so the lowest exposure to investment risk is found at 
monetary funds, and the highest at equity funds. Turcaș et.al. (2016) propose the usage of statistical 
correlations between profitability of financial instruments, meanwhile the diversification of assets 
should be focused on the protectionist effect and not on decreasing the risk, as well as the usage of 
technical analysis methods in portfolio monitoring. 

The investment structure of MPPF operating in Romania is composed over 50% of assets 
presenting a low investment risk, as bonds and government securities (Figure no. 2). But, in 
Slovakia, the investment policy depends on the typology of MPPF. Thus, the guaranteed pension 
funds have a portfolio formed by over 80% of bonds and government securities, while non-
guaranteed funds apply a diversified investment policy, with a level of assets invested in shares of 
up to 99% (Figure no. 2). 

However, the annualized rate of return does not exceed 10% in Slovakia and 5% in Romania 
(Figure no.3). It is noted that the index non-guaranteed MPPF in Slovakia have a higher rate of 
return, while guaranteed pension funds have the annualized return values below 3%. In Romania, 
the BCR, METROPOLITAN LIFE and VITAL pension funds present the highest values of the 
annualized rate of return (Figure no. 3). 
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Figure no. 3. Annualized rate of return of mandatory private pension funds in Romania and Slovakia, 
April 2020 

 
Source: Author’s own processing based on data published by ASF and http://www.manazeruspor.sk/ 

 
6. Conclusions 

 
The implementation of pension systems is the result of the compliance to the right of social 

protection of population, in order to reduce and vanish the level of social inequalities. Moreover, by 
the financial transfers, pension systems ensure the income needed at retirement and decrease the 
risk of poverty. 

In the context of the trend of aging, the direct dependence of PAYG public pension systems to 
the active population at labor market represent a threat for maintaining the financial sustainability 
of them. 

The multi-pillar structure proposed by the World Bank and the privatization of pension systems 
are manners to increase the financial protection of the elderly. Although the multi-pillar structure 
has been implemented by many states, the privatization of public pension systems has not been a 
solution for all states, Hungary and Poland taking the decision to nationalize the second pillar of 
mandatory private pension funds. 

Mandatory private pension funds operating in Romania and Slovakia are found in the phase of 
accumulation of capital, characterized by increasing the participation rate of population and also by 
a growth of net assets. 

Mandatory private pension funds from Romania present a moderate risk, the structure of asset 
investment being predominantly formed by bonds and government securities. On the other hand, 
mandatory private pension funds from Slovakia are differentiated into two categories: guaranteed 
funds, with an investment portfolio consisting mainly of bonds and government securities, and non-
guaranteed funds, with mixed portfolios. The annualized rate of return, both in Romania and in 
Slovakia has modest values, only the index non-guaranteed pension funds implemented in Slovakia 
having higher rates of return.  

The general conclusion of this paper highlights that mandatory private pension funds can be a 
solution to ensure adequate income in old age, but it must take into account that benefits are 
influenced by the return of investment. In the conditions of low economic growth rate and 
moderate returns of financial assets, the financial resources needed to distribute private pensions 
might be insufficient. 
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Abstract 
 

In the present study was determined the influence of the value change of the working capital on 
the variation of the economic value added indicator on a sample consisting of a number of 26 
companies (2007-2017) belonging to the hotel and restaurant industry, listed on the Bucharest 
Stock Exchange. 

The correlation between the indicators was achieved by using the multiple linear regression 
method. The study showed that there is a strong link between the two economic indicators, over 
80% of the change in economic value being explained by the change in working capital. It was 
found that a 1% increase in working capital, for the period 2007-2017, had the effect of increasing 
the economic value added by 0.38%. 
 
Key words: working capital, economic value added, multiple linear regression, financial 
performance 
J.E.L. classification: G32, C21 

 
 

1. Introduction 
 

The economic value added represents the indicator that measures the real economic profit of a 
company, the measure of financial performance, directly related to the creation of shareholders' 
wealth. 

Value is a very good tool for quantifying performance, as it encompasses a complete set of 
information, such as: long-term strategy, managing cash flows, and comparing cash flows from 
different periods given the risk involved. (Copeland a.o., 2005, p.56). 

Researchers P. Howarth, B. Becker, M. Hyuzlid believe that achieving value is the most 
important goal of a society (Drd. Savciuc Vladimir, Scientific leader Cobzari Ludmila, 2015, p.14). 

Determining a company's cash flow is essential for making investment decisions. A good way to 
analyze a company's cash flow prospects is working capital management (McClure, 2010). 
Working capital is a reflection of a company's current financial situation that allows investors to 
obtain information about its financial balance. 

The working capital is represented schematically as follows (Meyer 2007, p.37): 
Figure no. 1: Schematic representation of the components of the working capital 

Source: processing of authors according to the calculation formula of working capital 
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In order to analyze how the decisions taken on the working capital could affect the added 

economic value, it is necessary to break down the indicator step by step into its separate 
components, in order to identify the causes that led to the change in the added economic value. 
Figure 2 shows a step-by-step approach to the dependence of economic value added on working 
capital size. 

Figure 2: Factors influencing the economic value-added indicator 

 
Source: author processing after - Kratz Norbert, Kroflin Petra, 2016, p.24 
 
Determining the added value for a certain period of time requires the analysis of the working 

capital which shows the average value of the net investment in working capital components during 
the period. 

Traditional views on financial balance analysis cannot provide answers on how working capital 
management interacts with a company's overall goal of creating shareholder value. The impact of 
working capital decisions on value creation is determined by the economic added value indicator. 

 
2. Literature review 
 

Over the last decade, several empirical studies have shown that there is a positive impact of the 
financed balance (measured by working capital) on the profitability of companies. Efficient 
working capital management will help increase profitability while reducing net operating assets and 
permanent capital, leading to a constant cost of capital and an increase in financial performance. 
Therefore, Smid (2008) considers working capital management to be a source of operational and 
financial efficiency. 

Samylog (2008) analyzed the correlation between profitability and working capital over 10 
years, the sample consisting of production companies in Turkey. The results suggest that leverage 
and debt collection have a negative impact on companies' profitability. Thus, by reducing the 
period of debt collection, an increase in profitability is expected (Zohre Habibi Samarian, M. 
Yaghobi, M.R KarimiPoya, 2016, p.77). 

Gill, Biger and Mathur (2010) found from the study that there is a close relationship between 
the cash conversion cycle and the profitability of companies. The sample consisted of 88 listed 
American companies. Another study that came to the same conclusion is conducted by Bolek, 
Kacprzyk and Wolski (2012), respectively found that there is a statistically significant link between 
the cash conversion cycle and economic added value. 

Amir Mosazadeh, Azim Aslani, Mohammad Hassanzadeh (2015) studied the relationship 
between financial balance and economic value added at the level of 127 companies listed on the 
Tehran Stock Exchange, 2009-2012. The results of the estimates showed that the independent 
variables working capital and the cash conversion cycle have an effect on the economic added 
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value, the samples having a significance level of less than 5%. 
The aim of the study conducted by Shahbazi Sajad and Mohammad Nazaripour (2015) was to 

identify the interdependence of economic added value - the cash conversion cycle, for the period 
2008-2013, analyzing 87 companies listed on the Tehran stock exchange. According to the research 
results, it was found that there is no significant relationship between variables such as turnover, 
debt recovery period and debt settlement period, on the one hand, and the cash conversion cycle, on 
the other hand. In conclusion, the research results showed that there is no strong relationship 
between economic added value and the cash conversion cycle. 
 
3. Research methodology 

 
The objective of this study is to determine the correlation between the financial balance 

expressed through the working capital and the added economic value. The research hypothesis is: 
"the working capital significantly influences the economic added value, in a positive sense, at the 
level of the companies in the hotel industry and of the restaurants listed on the Bucharest Stock 
Exchange". The research was carried out, for the period 2007-2017, based on the financial data 
provided by 26 companies in the hotel industry and restaurants listed on the Bucharest Stock 
Exchange. In order to highlight the interdependence of the indicators, the multiple linear regression 
model was used and the testing of the relationship between the variables was performed through 
the statistical program E-views 9. 

The standard model for determining the linear relationship between variables (Baltagi, Badi H, 
2008, p.49) is: 

Y = α + β1X +β2Z + µ, 
where, Y = dependent variable; X = independent variable; Z = control variable; α and β = partial 
regression coefficients; µ = the residual variable of the regression model. 

The dependent variable used in the simulation is the economic value added (EVA), the 
independent variable, the working capital (FR), and as a control variable the financial lever (LF). 

EVA = α + β1*FR + β2*LF 
The economic added value focuses on the operational performance of the company from the 

point of view of the financiers, so it is not a performance measure based on trading. (Bacidore et 
al., 1997). 

One way to represent EVA is as follows (Petersen, Christian; Plenborg, Thomas, 2012): 
EVA = (Ri - CMPC) × CI 

where, Ri = return on invested capital, Ri = NOPAD/Ci; CI = invested capital, Ci = equity + 
long-term debt; CMCP = weighted average cost of capital.  

The weighted average cost of capital is in fact the cost of capital of a company in which each 
category of capital is proportionately weighted. All sources of capital, including common shares, 
preferred shares, bonds and any other long-term debt, are included in a CMPC calculation. It is 
determined according to the formula below (Ignacio Vélez-Pareja, Joseph Tham, 2002): 

CMPC=
(equity weight * return on equity + debt weight * interest rate*(1-tax rate))

100
 

The calculation method of the working capital indicator resides in two procedures (Petrescu, 
Silvia, 2008, p.196) but in this study we will use the information from the bottom of the financial 
balance sheet, as the difference between current assets and total short-term debts, highlighting the 
surplus or deficit of current assets over short-term debts (Balteş, Nicolae, 2010, p.82). 

 
4. Descriptive analysis 
 

Figure 3 shows the grouping of companies based on the values recorded by the added value. 
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Figure no. 3: Grouping of companies according to economic added value, for the period 2007-2017 

 
Source: processing of authors in the Excel program, based on data obtained from the annual financial 
statements of the companies included in the research (www.bvb.ro) 
 
The share of companies that register negative economic added value follows an oscillating 

trend, for the period under analysis. The companies that registered a positive economic added value 
have a reduced share, being between 83.33% and 91.67%. Recently, there has been an 
improvement in the share of companies that register positive economic added value, respectively at 
the end of 2017 their share increased by over 9% compared to 2014.  

Figure 4 shows the grouping of companies in the hotel industry and restaurants, based on the 
value recorded by the working capital. 

 
Figure no. 4: Grouping of companies according to working capital, for the period 2007-2017 

 
Source: processing of authors in the Excel program, based on data obtained from the annual financial 
statements of the companies included in the research (www.bvb.ro) 
 
The share of companies that register the positive working capital is high (between 62% and 

70%) in the period 2007-2012. From 2013 until the end of the analyzed period, more than half of 
the companies registered negative working capital, being in financial instability if they were 
required by creditors to fully pay their due debts. 

Table 1 presents the results of the regression estimation on the influence of working capital on 
added value. 
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Table no. 1: Regression estimates on the relationship between value added and working capital 
Dependent Variable: EVA   
Method: Least Squares   
Sample: 2007 2017   
Included observations: 11   

     
     Variable Coefficient Std. Error t-Statistic Prob.   
     
     C 0.492355 0.854496 0.576194 0.0113 

FR 0.380512 0.209266 1.818312 0.0065 
LF -0.481454 0.416392 -0.916093 0.0364 

     
     R-squared 0.804640     Mean dependent var -0.212780 

Adjusted R-squared 0.780800     S.D. dependent var 0.194441 
S.E. of regression 0.153004     Akaike info criterion -0.689699 
Sum squared resid 0.187283     Schwarz criterion -0.581182 
Log likelihood 6.793345     Hannan-Quinn criter. -0.758104 
F-statistic 4.074936     Durbin-Watson stat 1.858915 
Prob(F-statistic) 0.030212    

     
     Source: data processed by the authors in the E-Views 9 program  

 
The value recorded by R-squared can be stated that 80% of the change in value added is 

explained by the change in working capital and financial leverage. The regression is considered 
accepted due to the coefficient of determination, which does not differ significantly from the 
adjusted one (Adjusted R2), at the same time by the corresponding level of probability associated 
with the multilinear regression coefficients, p-Value (> 0.05-threshold value). The value of the 
Durbin-Watson statistical test of 1.85, denotes a strongly positive serial correlation of the residues. 

In the diagram 1 (Scatterplot) the relations between the economic value added - dependent 
variable, control variable and constant, are represented. 

 
Diagram no. 1: Scatterplot - the relationship between EVA-FR; EVA-LF and EVA-C (constant) 
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Source: data processed by the authors in the E-Views 9 program, based on the annual financial 
statements, 2007-2017 
 
The Scatterplot diagram uses Cartesian coordinates to display the values of the regression model 

indicators. Thus, it presents on the OX axis the independent variables, respectively the working 
capital, the financial leverage, and the constant and on the OY axis the dependent variable, 
respectively the economic value added. The data is displayed as a collection of points, each having 
the value of one variable that determines the position on the horizontal axis and the value of the 
other variable determining the position on the vertical axis. The EVA-FR line has a rising trend, 
highlighting the directly proportional link between the variables and the EVA-LF trend line is 
decreasing, which denotes an inverse proportional relationship between these two variables. 

Diagram no.2 shows the analysis of the residues resulting from the regression of the added 
economic value and the working capital. 
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Diagram no. 2: Analysis of residual S: economic value added and working capital 
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Source: data processed by the authors in the E-Views 9 program, based on the annual financial 
statements, 2007-2017 
 
The Kurtosis test value of 2.49 (less than 3) demonstrates a platykurtic distribution of residues, 

producing less extreme values than the normal distribution. With the Skewness value a negative 
asymmetry can be appreciated, because it is less than 0. The probability of the Jarque Bera test of 
0.81 shows that the data series has an abnormal distribution, accepting the hypothesis of normality 
of the distribution of residues. 

The multiple regression equation is presented as follows: 
EVA = 0,49 + 0,38*FR - 0,48*LF 

The added economic value is explained in a proportion of over 80% by the two variables, 
respectively the working capital and the financial leverage. As such, it is confirmed that a 1% 
increase in working capital has the effect of increasing the economic value added by 0.38%. 
 
5. Conclusions 
 

Following the research, we can say that in the last period 2013-2017 most companies, belonging 
to the hotel industry and restaurants listed on the Bucharest Stock Exchange, for the period 2007-
2017, had difficulties in ensuring a short-term financial balance. In its capacity as a performance 
indicator, added economic value, it follows an oscillating trend over the analyzed period of time 
and the share of companies with a positive value is between 83.33% and 91.67%. 

The R-squared value, respectively 80%, the variation of the working capital and the economic 
added value. It was found that there is a close positive correlation of the working capital indicator 
with the added economic value, respectively based on the coefficient of variation we can appreciate 
that an increase in working capital by 1% entails the increase of economic value added by 0.38 %. 
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Abstract 
 
Public health system is under great pressure to cope with old and new threats which can have 

different causes. Progresses regarding methods of diagnosis and treatment options pushed the 
pathology filed to move forward. The aim of the present study is to analyze the impact on finances 
secondary to introduce digital analyses of whole slide imaging in the pathology laboratory 
workflow and the effect of digital pathology on health care system from the economical point of 
view. Digital pathology embraces the present and future economical traits providing a faster, 
better, efficient and accurate method for earlier depicting of different chronic medical conditions. 
Based on forecasted trends, anatomical pathology laboratories must do the effort to deployment a 
digital pathology system and must have an overview when considering the return on investment. In 
time, the revenues will be enough to consider digital pathology system a successful business model.  

 
Key words: digital pathology market, whole slide imaging, virtual microscopy, business model 
J.E.L. classification: I15, M15, M21 
 
 
1. Introduction 
 

Public health system is under great pressure to cope with old and new threats which can have 
different causes. Numerous factors may influence the performance of the health-system which 
resides not only in a better and quickly diagnosis or a tailored therapy, but also in the presence of 
enough human and capital resources. Informatization of the healthcare have being and is an 
important issue for many countries and huge funds have been allocated to develop and to improve 
this domain, which brings great benefits for the patients, doctors and ultimately for society. 
Nowadays, information management is a constant presence in the daily practice of medicine and is 
a “must have” for many hospitals around the world. It is involved in many aspects: from individual 
patient to public health management.  

Pathology is defined as “that branch of medicine which treats of essential nature of disease” 
(www.medicinenet.com). It is an important tool for medicine which provides a diagnosis for 
surgical specimens. Oncology is one field of medicine in which the role of a pathologist is crucial 
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for established a correct diagnosis and the specific treatment for patients. There had been huge 
progress in improving the prognosis of this patients by applying principles of personalized 
medicine, in which specific drugs are recommended based on different molecular features. These 
specific morphological and molecular features of a tumor can be unravel based on special 
techniques of pathology (e.g. immunohistochemistry) or molecular techniques (e.g. chromogenic in 
situ hybridization, fluorescence in situ hybridization). The main goal of “tailored therapy” concept 
in medicine is to provide the correct drug and dose to the patient at the proper time, based on 
cancer tests, known as companion tests which can characterize a tumor from multiple points of 
view: the DNA, the RNA and protein levels (Walk, E.E. 2009). All these tests provide essential 
information to the clinicians which will help them to predict which treatment scheme is best for the 
patient.  

 
2. Theoretical background 
 

Progresses regarding methods of diagnosis and treatment options pushed the pathology filed to 
move forward in order to be able to provide answers to all variables which may influence the 
prognosis of the patients. So, from primary tasks (diagnosis, classification and subclassification of 
tumors), the pathology laboratory is now responsible for providing important prognostic features of 
the tumor for an individual person. In the present, the pathology filed has a huge impact on 
personalized medicine paradigm and it is directly responsible for the quality of life of a patient 
undergoing cancer treatment. The shift from general therapies to personalized medicine targeted for 
individual patient implied also high costs in all the steps required to reach to the final diagnosis and 
to initiate a proper therapy. For this reason, digital pathology emerged two decades ago as a new 
tool in the service of pathology lab to improve the quality of medical reports and to enhance the 
researches studies.  

In radiology department, image digitalization is already successfully implemented and proved 
its utility, but digitalization of usual slide of pathology laboratory proved to be a difficult task. 
Digital pathology means that high resolution images are captured from scanning the entire 
morphological, usual slides and visualized them on the monitor. The process of acquisition, 
processing, analyzing and storage of these images is defined as “virtual microscopy” or “whole 
slide imaging” (WSI) and it was possible due to innovation and developing the scanners machines 
(Felten C.L.1999). The first virtual microscopy was announced in 1997 by the Computer Science 
Department at the University of Maryland and the Pathology Department at Johns Hopkins 
Hospital, Baltimore, Maryland (Afework, A. 1998; Consolato, M.S. 2019). Since than many 
vendors came up with new, better, faster machines which are capable to scan many slides in a 
relatively short of time and with a high quality of the images obtained. In the same time, different 
software solutions have been developed to analyze de whole slide images using artificial 
intelligence which eventually bring a great value to scientific world and to the patient by providing 
tools used in the management of the oncologic or other chronic patients.  

 
3. Research methodology 
 

In the present study we analyzed the effect of digital pathology on health care system from the 
economical point of view. In order to reach this goal, we used as a research methodology an 
indirect method by analyzing secondary data selected from specialized literature and from internet 
resources. Our research is a descriptive research, presenting the facts identified and mentioned in 
the references. Also, it is an observational and transversal type of research by synthesizing the 
results regarding the impact on finances secondary to introduce digital analyses of whole slide 
imaging in the pathology laboratory workflow. 

 
4. Findings 
 

Precision medicine implies many financial resources in order to deployment this new way of 
therapy management. This is a continuing growing field and there are needed many new or ongoing 
technologies in order to fulfill all the tasks required by the target therapy. The goal is sometimes 
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difficult to reach and one of the most requesting action is to deliver a system of health information. 
Its complex data base can allow an access to an integrated health care system, so the physicians, 
having access to all clinical, para-clinical, imagistic or socioeconomic data, can make the correct 
decision regarding the therapy for their patients. Huge financial resources had been available in 
many countries through different health care programs to support this vision of health care 
management – an information technology (IT) systems – which ultimately represent a strong 
foundation for the development and providing new methods of intervention (Peter, J.E. 2019). In 
2015, president Obama launched in SUA a special program – Precision Medicine Initiative - with 
the aim to “accelerate biomedical discoveries and provide clinicians with new tools, knowledge, 
and therapies to select witch treatments will work best for which patients” with a $213millions 
budget (www.nih.gov, 2015). Other initiatives were successful like “the Health Care System 
Collaboratory” or Patient-Centered Outcomes Research Institute (PICORI) were different networks 
were integrated in health services organizations (Terry, S.F. 2015). 

There are many stakeholders involved in the health care system and anatomical pathology 
laboratory are playing in important role (Figure no. 1). In beginning, digital pathology was used for 
education and for different presentations on pathological or clinical conferences. It was also used as 
useful tool for research and for external quality control. In time, it was introduced into the process 
of pathological diagnosis for both intraoperative consultations, known as frozen sections, and 
expert diagnosis for a secondary opinion (Hassell L.A. 2016). Telepathology, defined by the 
College of American Pathologist as “the practice of pathology, in which the pathologist views 
digitized or analog video or still image(s), and renders an interpretation that is included in a formal 
diagnostic report or documented in the patient record”, is another important feature of digital 
pathology which proved its effectiveness (Williams, S. 2010). 

 
Figure no. 1. Stakeholders involved in the health care system 

 
Source. Hassell L.A. in Digital Pathology 2016, Kaplan,K.J., Rao, L.K.F. (eds.),p 36 

 
The present and the future changes in the medical specialty of the pathology come with a shift 

in the technological workflow. As Food and Drug Association (FDA) approved in 2017 the first 
digital pathology system and whole slide imaging in USA to be used as an instrument for primary 
diagnosis, pathology laboratory and doctors with this medical specialty must eventually embrace 
these changes. If implementation of digitalization process in the radiology medical field brought 
advantages not only for the medical world but also from financial point of view, in pathology lab 
this is not a smooth pathway. The deployment of digital pathology system in a pathological lab 
does not skip steps or reduces costs in the same way as it was in radiology digitalization process 
(Patterson ES 2011).  

A digital pathology system includes scanners, software, storage and communication systems, 
and all of them must be underpinned by consistent financial resources. But, despite all these costs 
the evolution of the digital market is in expansion and the offer is better each year since all 
components are improving and new vendors are in a productive competition. Digital pathology 
market was evaluated between US$ 400millions (Mn) and US$ 450Mn for 2018 by the Industry 
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Analytics, Research and Consulting (IndustryARC) in business (www.industryarc.com), US$ 767.6 
million in 2019 as was stipulated in the Market Analysis Report entitled “Digital Pathology Market 
Size, Share & Trends Analysis Report By Product, By Application (Drug Discovery & 
Development, Academic Research, Diagnosis), By End Use (Hospitals, Clinics), And Segment 
Forecasts, 2020-2027” (www.grandview-research.com) and US$ 613Mn in 2020 according to data 
provided by MarketsAndMarkets report (www.marketsandmarkets.com). These financial resources 
were higher than US$ 389.7millions evaluated for 2017 by the Insight Partners market research 
study which was named “Digital pathology Market to 2025 – Global Analysis and Forecasts by 
Product, Application and End User” (www.theinsightpartners.com). These results reflect the 
continuous expansion of this specific market of medicine. The forecast of global digital pathology 
market is much higher and variable according to different studies. The prediction is US$ 992.1Mn 
for 2026 according to the Insight Partners study and up to 1,139Mn for 2025 as is mentioned by 
MarketsAndMarkets report (www.marketsandmarkets.com). The forecast grows predicted by the 
compound annual growth rate (CAGR) is variable depending the group study but this growth trend 
is still maintained. The CAGR is 7.7%-8.5% going from 2018 through 2025 
(www.industryarc.com), o11,8% from 2020 to 2027 (www.grandviewresearch.com), or 13,2% 
during 2020 and 2025 (www.marketsandmarkets.com). 

North America is recorded with the biggest part of digital pathology market (Figure no. 2) and 
is the leading marketplace as in 2018 represents 38%- 40% from it (www.industryarc.com). In the 
future, North America will continue to be on the first place since the number of new cases of 
cancer is going to be increased from more than 1,7 million in 2018 to 20,3 million by 2026 
according to data provided by the National Cancer Institute, almost 95% of them being diagnosed 
by pathology department (www.cancer.gov). Many academic-based health care or other hospitals 
from USA fully installed this new system and according to the National Center for Biotechnology 
Information almost $18 million have been estimated to be saved in 5 years (www.industryarc.com). 
The second largest digital pathology market is represented by Europe with a higher weight in 
United Kingdom, France, Germany, Denmark and its forecast growth is 12.9% CAGE from 2017 
to 2025 (www.theinsightpartners.com). But there is an increased focus also for developing 
countries in Asia, like China and India, which offer an open land for implementing digital 
pathology system sustained also by increasing number of population 
(www.marketsandmarkets.com). In general, this overall increasing demand is mainly due to 
increase number of cancer cases or other chronic disease for which there is a huge demand for 
accurate and faster diagnosis combined with improving the quality and efficiency of the workflow 
of the laboratories. In the same time, there is an astonished development of the scanners devices 
and image analysis through highly advance computerized system which involves artificial 
intelligence and deep learning algorithms.  

 
Figure no.2 Distribution of digital pathology market in the world by regions 

 
Source: https://www.marketsandmarkets.com/Market-Reports/digital-pathology-market-844.html 
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Digital pathology market can be divided by product, by application or by end user. The market 
based on products includes scanners devices (hardware component), software, storage and 
communication systems and the forecast for this segment is 1.6 billion of dollars by 2026 invested 
in SUA (Figure no.3) (www.grandviewresearch.com). From this point of view, the largest part of 
the market is occupied by the scanners and this branch was leader on the market in 2019. However, 
the software solutions are those who will dominate the market in the next decade due to more 
professional informatic programs design to overcome all the problems encountered in digital 
images analyses and to fulfill the needs required by tailored therapy and drug discoveries.  

The market of digital pathology based on its application is in continues expansion as it is 
involved in disease diagnosis, teleconsultation, training and education. Nevertheless, drug 
discoveries are consider to be the next most important application which will be also an important 
source of revenue (www.marketsandmarkets.com). Actually, the forecast growth for drugs 
discovery and development is the greatest with a CAGR of 4.2%-4.8% through 2025 
(www.industryarc.com). Because of this, from the point of view of end user classification, 
pharmaceutical and biotechnological companies will most benefit from digital pathology. There is 
huge interest for established new connections between pharmaceutical researches and digital 
pathology as precision medicine is the current trend for oncology. Other end-user which can benefit 
are educational institutes, academic institutes, hospital and diagnostic centers all them representing 
a growing market. 

 
Figure no. 3 The distribution of digital pathology market based on product in USA 

 
Source:https://www.grandviewresearch.com/industry-analysis/digital-pathology-systems-market 

 
There are many opportunities to increase the return on investment mainly because there are 

direct and indirect cost reductions. The direct cost reduction can be those for shipping cost or 
overhead cost when a second opinion is required. Another important direct cost reduction is the 
improvement of workflow efficiency in a pathology laboratory as digital pathology can be easily 
integrated in a laboratory information system and a lot of preanalytical, postanalytical and 
analytical problems can be minimized by this system. Indirect cost reduction can be due to 
improved communication with health care team and being part of the precision medicine concept. 
On the other hand, there are also revenue opportunities like increasing the number of cases or cases 
in consultation by receiving them from other, far distance, national or international laboratories. 
Image analyze by artificial intelligence and computational pathology can also be a source for 
income by itself since the huge data base obtained by digitalization of slides can be used in 
partnership with pharmaceutical and biotechnology industries to be more involved in personalized 
therapy. The importance of digital pathology will increase in the next several years also because 
there is a global tendency of reducing the overall number of specialists in pathology, especial in 
low income countries. 
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Nowadays, there are several laboratories which have a digital pathology system fully integrated 
in an informational system. A recent report of Hanna M.G. et all (2019) described the experience 
and the results of the implementation of such a system in the pathology department at Memorial 
Sloan Kettering Cancer Center (MSKCC) from New York (USA) during 5 years (2014 – 2018). 
The savings were more than US$267 000/year and the prediction for cost savings through 2019 – 
2023 were UD$1.3 million (Hanna, M.G. et al. 2019). There experience lead to the conclusion that 
a digital pathology system increases the efficiency and reduced the errors in the laboratory, 
improving the daily work flow.  

 
5. Conclusions 
 

Digital pathology embraces the present and future economical traits providing a faster, better, 
efficient and accurate method for earlier depicting of different chronic medical conditions and to 
initiate a tailored therapy for patient. One of the most important cause which slow down the 
digitalization process in a pathology laboratory refers to the costs. But this issue must be overcome 
in order to meet the new demands and requirements from the medical society. Based on forecasted 
trends, anatomical pathology laboratories must do the effort to deployment a digital pathology 
system and must have an overview when considering the return on investment. In time, the 
revenues will be enough to consider digital pathology system a successful business model. The 
huge progresses made in digital pathology system, digital imaging and computerize pathology 
contributes to growth of this segment of the market. A failure in implementing this “high-tech” 
service for pathology workflow will be responsible for not providing the newest facilities for both 
patients and academic world, like image analysis, virtual tumor bords, telepathology and drug 
discoveries. 
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Abstract 
 

Direct taxation is characterized by the differentiation of the tax burden according to the size of 
income and/or wealth and the personal situation of each payer, with direct influence in the degree 
of their collection In the case of Romania, the share of the tax revenues administered by the 
National Agency for fiscal Administration, derived from the collection of direct taxes in the 
formation of public financial funds, has been decreasing in the last 10 years, because of reduction 
of the income tax rate from 16% to 10%, the transfer of the tax burden of compulsory social 
contributions obligations due from the employer to the employee. The last quarter of each year 
shows increases in the collection rate compared to the other annual quarters.The purpose of this 
paper defines the influence that economic developments, social decisions and fiscal policy, have on 
the collection of direct taxes. 

   
Key words: direct taxes, public financial funds, budget implementation, tax collection 
J.E.L. classification: G32, H11, H21 
 
 
1. Introduction 
 

Economic efficiency is the ultimate goal and aim of any market economy. The State, through its 
institutions using various financial means, aims at maximising the collection of budget revenues 
and making budgetary expenditure more efficient for economic development.The public financial 
funds of a country are generally represented by revenues from various financial channels. It is 
known that any country's resources are limited and demand is steadily increasing. Financial 
resources are the sum of the money necessary to achieve economic and social objectives over a 
certain period of time. The literature presents several criteria for classifying public resources, but 
the main ones are the regularity of the collection from the national public budget, the origin of the 
resources, but also according to economic criteria. 

When making public resources, a major proportion is the collection of taxes and duties due by 
taxpayers as a result of their activities. 

The present paper aims to analyze the impact of fiscal policy measures in the field of direct 
taxation on the formation of public financial funds supported by the national Agency for Fiscal 
Administration. Quarterly and annual data on 10-year revenue collection were used to capture the 
share of direct taxes in national public resources. 

Thus at national level, looking at the budgetary execution over the period 2010-2019, in terms 
of direct tax collection, although in the last quarter there is an increase from the other annual 
quarters, the overall year-on-year trend is decreasing. 

The explanation would be given by economic developments, as well as by fiscal policy 
decisions adopted, by: Increase of minimum wage, reduction of income tax rate from 16% to 10%, 
transfer of tax burden of compulsory social security contributions due from the employer to the 
employee, In the case of wages and similar salaries, implement framework law 153/2017 on the 
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remuneration of public paid staff, the increase in the value of the pension point (etc.). 
 
2. Literature review 
 

Tax governance is the organizational complex of revenue collection agencies of a country 
(Bonney R., 1999, p.282). 

Tax authorities are sufficiently responsible for covering expenditure and at the same time 
ensuring that all taxpayers contribute to the establishment of funds, regardless of the nature of the 
income obtained, in accordance with the provisions of the Tax Code. 

The tax is a form of collecting a part of the income or wealth of natural persons and legal 
persons at the disposal of the State, in order to cover public expenditure. This levy is compulsory, 
non-repayable and without immediate consideration from the State (Culcear G., 2018, p.91). Plastic 
Kinshuk J (2019, p.25) defines the notion of tax as: “the blood of the life of any government, but it 
must be emphasized that blood is taken from the arteries of taxpayers and therefore transfusion 
must be carried out with the principles of justice and fair play.” 

The role of taxes is manifested through the measures the State takes to intervene in economic 
activity. For this purpose, taxes can be used as an instrument to stimulate or to curb a particular 
activity, to increase or reduce the production or consumption of a given product, to stimulate or to 
restrict foreign trade. 

The economic theory States that different taxes have different growth effects and that, for 
economic growth, fiscal progressivity is bad. (Widmalm F., 2001, p.212) 

Taxation requires that all natural and legal persons, irrespective of their place of residence or 
their place of establishment, are not in existence, Differences in tax treatment between areas of the 
country must do the same for all economic activities, irrespective of the legal form in which they 
are organized: Individual producers or large enterprises or small aspects which give effect to tax 
neutrality. (Şaguna D, 2003,p.62). 

Although this method of taxation was practiced in feudal and early capitalist schemes, it was 
nevertheless replaced by a percentage charge, since lower wealth taxpayers felt more strongly the 
mandatory levy than the one with higher wealth. 

Proportionate percentage rate imposition maintains the same proportion between the size of 
income (wealth) and the amount of tax due. 

Different criteria are used to analyze the effects of taxation on public financial resources, but the 
most widely used criterion is the legal and administrative characteristics, against which taxes are 
divided into direct and indirect taxes. 

”Direct taxes are set on taxable matter, charged to a taxpayer and are deemed to generate both 
advantages and disadvantages”.(Dobrotă G., 2010, p.202). 

Direct taxation was considered to respond better to the principle of equality before the laws. 
(Văcarel I., 2007, p. 2) 

Direct tax is a tax that is paid by a person or organization to the imposing entity, or more 
specifically, direct tax is the tax that is paid by the taxpayer to the Government. These taxpayers 
include both natural persons as legal persons, firms. It is also directly imposed by the government 
and cannot be transferred to pay to another entity. 

The impact of direct taxes on growth has been shown to be significant because direct taxes are 
more cost-effective for EU countries. (Bâzgan R, 2018, p. 2) 

Direct taxes have evolved with the evolution of goods production, of the company in general 
and of public finances in particular. From the system of taxation on material objects or activities 
(real taxes), from the early history of public finances, the most common forms of direct taxation 
known today are those on income and wealth taxes (personal taxes), etc. 

The size, type and number of tax and tax borne by taxpayers differ in history, being determined 
by each individual State 

“Instead of the actual taxes prevailing in the Middle Ages, as in the early stages of the modern 
era, personal taxes were imposed. Based on income and profits, assets and movements thereof, or 
assets, personal taxes made it possible to distinguish the tax burden, depending not only on the 
nature and size of the taxable matter, But also the civil status of the taxpayer – natural person – and 

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

853



the legal form of company organization." (Vacarel I., 2007, p.1) 
The differentiation of the tax system in relation to the form of ownership has since 1990 been 

the replacement of the payments from the benefit to the tax on the benefit of the economic units 
As opposed to indirect taxes, direct taxes constitute secure revenues for the State, known in 

advance and which the state can rely on at certain intervals, is calculated and levied relatively easily, 
meeting tax justice objectives, because the minimum income is exempt 

Direct tax benefits (Ban, 2019, p.31) 
-gives inflation: The government will often raise the tax when there is inflation. It reduces 

demand for goods and services and, as a result of falling demand, inflation is forced to compress. 
Social and economic balance: Based on individual earnings and the overall economic situation, 

the government has well-defined tax plates and exemptions at its disposal so that income 
inequalities can be balanced. 

-certainty: There is a sense of certainty about direct taxes on the part of the taxpayer and the 
government, because everyone knows how much to pay and how much to expect to collect. 

-productivity: Direct taxes are considered to be highly productive, as the working population 
and the Community grow, as are the returns on direct taxation. 

-create an equal distribution of wealth: The money is distributed equally, as the Government 
collects more taxes from those who can afford it, and this money is used for the benefit of the lower 
and poorer sections of society. 

The advantages of direct taxation include the stable tax return, their elasticity (depends mainly 
on the objectives pursued by the legislator), the assurance of a tax in relation to the size of the 
income obtained or the wealth held.(Dobrota G., 2010, p. 203) 

Besides the advantages, direct taxation has a number of disadvantages synthesized by the fact 
that it is not pleasant for taxpayers, it is estimated that the governments of the states would not have 
an interest in becoming unpopular by increasing these taxes and could lead to abuses in the area of 
tax settlement and collection. 

These taxes also have other shortcomings such as the existence of wide possibilities for tax 
evasion, the lack of uniformity in the determination of taxes, the way in which tax is levied cannot 
be taken into account, in taxation activity only a part of the taxable matter. 

The main disadvantages are the time lag between the moment of the tax liability and the 
moment of collection, the tendency to evade taxation, particularly in situations where the tax 
burden is increased, Existence of branches or professions in which the assessment of the income 
obtained is difficult. (Dobrota G., 2010, p. 203) 

However, the European Commission has stated under the priority category that: " tax should be 
designed to be more growth-friendly, for example by shifting the tax burden from labor to tax bases 
related to consumption, property and pollution". (European Commission, 2013, p.9) 

In the case of actual direct taxes on taxation, no account is taken of the net product (income) 
obtained by the taxable subject, but only the estimated gross or average product, which puts small 
producers at a disadvantage and benefits those who earn more than average income.  

As a result, direct taxes were often regressive. 
Personal direct taxes, remove unjustified shortcomings in the case of actual taxes and take into 

account the personal situation of the taxpayer. At the same time, they allowed the taxable 
minimum, i.e. the tax exemption of the taxable matter produced up to a certain level considered 
sufficient to ensure a decent standard of living. 

Income tax provides almost the same welfare/social weight for people with income above a 
certain level, Including both billionaires and employees with close income. (Murty S.,2019, p.30) 

Among the real taxes, the most widespread, which international financial practice knows, are 
taxes having as object of taxation land, buildings, non-agricultural economic activities and the 
movement of money capital. 

The characteristic of real taxes is that they are established on the basis of external criteria which 
give a certain picture of the taxable matter, but not of the economic power of the subject. 

From 1 January 2012, Another/new tax code has been implemented in our country, after nearly 
sixty years the Regulation of taxes and duties has been established by various regulatory acts 
(Minea M, 2013, p. 71) 
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Starting with 2016, the first tax code to legislate direct taxes in our country was replaced by the 
tax Code in force (Law no. 227/2015).The tax code reflects the legal framework for the settlement, 
establishment and collection of taxes and duties, irrespective of the budget charged, and also 
includes tax legislation on direct taxes from which the financial funds are formed: The income tax, 
the income tax, the income tax on the incomes of micro enterprises, the tax on the income of 
non-residents in Romania. The tax and tax administration framework is provided by the Code of 
tax procedure. The drafting and adoption of the law on the tax Code avoids the multitude of tax 
regulations, contradictions between various provisions, the rules of taxation are simplified, the 
related and unified approach of taxes and duties is ensured. The commendable initiative to bring all 
tax regulations into a single piece of legislation to ensure stability and certainty on tax liabilities. 
 
3. Research methodology 
 

In this paper, both quantitative and qualitative methods were used based on statistical values 
reported by the competent institutions. 

 
4. Results. The share of direct taxes in the formation of public financial funds in Romania in 
the period 2010-2019 

 
In Romania, according to the tax Code (Law No 227/2015), direct taxes include: 
-Profit tax 
The activity carried out by an economic operator is directed toward making profits. The state, 

under its right to impose taxes to procure its resources, taxes this profit. 
-Micro-enterprise income tax 
In order to ensure higher revenues to the State budget and to provide a simple record of 

operations carried out by certain economic operators which have a reduced activity in value terms, 
The tax on income of micro-enterprises was introduced by the Finance Ministry. 

-Dividend tax 
The dividend represents a share of the profits of the company in share capital, which is due to an 

associate in proportion to the number and value of the shares held. 
-Individual income tax 
Under the category of taxpayers' income tax on individuals, the legislator sought to include all 

resident natural persons (Romanian or foreign) who, under certain conditions, carry out, Income on 
the territory of Romania and/or abroad. 

Analyzing over a period of 10 years (2010-2019) the evolution of the collection of direct taxes 
administered by the national Agency for Fiscal Administration, the trend is decreasing from 
19.64% in total revenues administered by ANAF in 2010 (lei 142.323 Mil). It amounts to only 
12,91% in 2019 when the total income administered by ANAF was lei 321.121 Mil. 

Figure no. 1 Degree of direct tax collection administered by ANAF 

 
Source: Own statistical data collected from annual final budget implementation reports, fiscal statistical 
bulletins - Ministry of Public Finance 
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If by 2017 the trend of the collection rate was increasing, from 20178 the collection of direct 

taxes reached lei 38.197 Mil to total income of lei 244.832 Mil, this means that 15.60% of direct 
tax collection is accounted for as a percentage of revenue. 

In 2019 the situation is even more severe, with the direct tax collection rate (lei 41.460 Mil) in 
total income administered by ANAF ( lei 321.121 Mil) reaching only 12.91%. 

The tax authorities have, however, been trying to increase the level of collection, The effects are 
visible in the last quarter of each fiscal year, according to the quarterly budget execution published 
by the Ministry of Finance, probably the result of tax inspectors payment incentives but also the 
seasonality of payment for tax payers in the last part of the fiscal year. 

 
Figure no.2 Quarterly budget execution direct tax revenues 

 
Source: Own statistical data collected from annual final budget implementation reports, fiscal statistical 
bulletins - Ministry of Public Finance 
 
 Overall, this is partly due to changes in taxation in recent years, when regressive measures 

have been dominated. in 2017, the level of budgetary collection of direct income tax was shown to 
be below-estimated of the budgetary impact of the change in the micro-enterprise regime (raising 
the threshold up to which a firm is considered a micro-enterprise from euro 100.000 in 2016 to euro 
500.000 as from 1 January 2017), given the uncertainty surrounding the behavior of firms which, 
under certain conditions, could opt either for corporate tax, or for payment of income tax on 
micro-enterprises. This factor could be added to the major economy-wide wage increases with a 
potential negative effect on companies' profits, as well as the introduction from 1 January 2017 of 
specific tax for companies in the tourism and food sectors which have effectively replaced 
corporate tax, the budgetary impact of this measure is negative. 

A number of tax measures have also been adopted with a negative impact on the revenue 
collected that is, the tax exemption of pensions lower than 2.000 lei and the introduction of a 
non-taxable ceiling in the amount of 450.000 lei for the income obtained as a result of the transfer 
of the ownership right. 

Against the background of falling revenues in GDP and record economic growth, in 2018 the 
single tax rate was reduced from 16% to 10%. Various analyzes have shown that the introduction of 
the single tax during the period of economic growth has led to a rise in the current account deficit, 
which has fueled some of the engines of the economic crisis and austerity in Romania in the years 
2009-2011 (Voinea L., 2009). 

According to the tax Council (Tax Council Report 2019, p. 57), the reduction had a significant 
negative impact on income tax revenues, which decreased by 41,7 percent. It is essential to recall 
that "this development is more than the impact of the reduction in the rate (-37.5 percent) because 
the transfer of contributions from employer to employee led to a lower income tax base. The gross 
wage increase effect as a result of the change in the tax system means that the new rate is 
equivalent to a higher total contribution of 44,65 percent as compared to the gross wage in 2017. 
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Secondly, there have been a number of waves of reductions in employers' social security 
contributions, with their full transfer to the workforce finishing in 2018. The transfer of social 
contributions from employers to employees took place with the total amount of the contributions 
changed from 39,35 percent to 37,25 percent, simultaneously with the reduction of the tax rate for 
income from wages, pensions, self-employment and copyright from 16 percent to 10 percent. The 
share of taxes and duties in gross wages has increased from 27,5 percent in 2017 to over 40 percent 
since 2018 (Guga 2019, p. 61). The capital also benefited from tax relief: Exemption was given to 
capital gains made by non-residents, significant reductions applied to the dividend tax for all 
shareholders (from 16% to 5%). Deductions for investments in assets, tax exemption for reinvested 
profit and exemptions for compulsory health contribution payments for persons who derive 
investment income (dividends, interest) have also been provided. Starting with February 2018, the 
ceiling of annual income was raised again by which a company is considered a micro enterprise 
from the lei equivalent of 500.000 euros to 1.000.000 euros, and the companies that make income 
from consultancy and management, more than 20% of total income is no longer excluded from 
micro-enterprises. 

All these tax measures have only led to a decline in direct tax collection, with the country's 
financial funds falling. 

 
5. Conclusions 

 
The analysis of direct tax collection proves to be an important source of the formation of the 

country's financial funds, with an average of 15% of the revenues administered by the national 
Agency for tax Administration, 

For Romania fiscal measures to increase the minimum wage in economy, reducing the income 
tax rate from 16 % to 10 %, the transfer of the tax burden of compulsory social security 
contributions obligations owed by the employer to the employee, they had a negative effect in 
terms of the collection of direct tax revenues, which led to a reduction in the country's resources. 

Legislative possibility since 2017 as regards the purposes of migration for either corporate tax, 
either the payment of tax on the income of micro-enterprises resulted in reductions in the level of 
budgetary collection of direct taxes. 

The numerous legislative changes have contributed to the reduction of the fund of financial 
income from the direct tax collection, part of the taxpayers are pursuing legislative loopholes for 
fraud in the reporting and payment of direct taxes. 

At the same time, differentiation of tax by activity (specific tax for firms in the tourism and food 
sectors) which has practically replaced corporate tax, they have created a negative budgetary 
impact. 

The introduction of the single tax during the period of economic growth, and in particular its fall 
from 16% to 10% in 2018, has led to an increase in the current account deficit. 

Following the transfer of labor contributions, the share of taxes on gross wages has increased to 
over 40 percent since 2018, this has led to a much lower collection rate of many firms giving up a 
number of employees to cope with tax debts. 

All these shortcomings have been countered by measures to relax investment and tax 
exemptions for reinvested profit. 

Taxation policy as regards the number, size and form of direct tax must be implemented on the 
basis of the economic situation of the country, as it is a powerful financial instrument, with the 
potential to serve the economic objectives to be achieved. 
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Abstract 
 

In corporate governance, in any entity, risk management is necessary because both in the 
company and in the environment in which it operates, there are uncertainties about the nature of 
threats in achieving objectives, or the nature of opportunities. Any manager must ask himself the 
problem of managing threats, because otherwise, failing to achieve his goals, he would be 
disqualified, or to take advantage of opportunities for the benefit of the organization, proving his 
efficiency. If uncertainty is an everyday reality, then the reaction to uncertainty must also become a 
permanent concern.  

Over time, risk management should be incorporated into the organization's operations and 
procedures and become a component of its culture but also its decision-making processes and 
structures, with substantial possibilities for performance monitoring.  

In this article I will analyze the conceptual framework on risk management in financing 
decisions in corporate governance. 

Key words: risk, risk management, corporate governance, organization, uncertainties. 
J.E.L. classification: G30, M40, M41, M42.  

 
 

1. Introduction 
 

Before facing the issue of financial risks (currency, interest rate, systematic risk), an entity in 
general, but especially in corporate governance, in my opinion, must manage with priority the risks 
of an economic nature, which are more evident and more stringent: the evolution of demand for 
own goods or services, modification of consumer preferences and increased market competition, 
price dynamics for raw materials and finished products, lack of qualified personnel, etc. Once a 
mechanism for the management of these economic risks is implemented, attention can also be 
pointed on financial risks, less visible and often less aware. 
 
2. Literature review 
 

The risk-based decision has always been important in business. Enterprise risk management is 
the latest approach to risk management faced by an organization from the view of a system (Wu et. 
al., 2015), probably becoming the main objective of the strategic management of organizations, 
mainly due to multiple factors - the aversion of representative personnel to uncertainty, the 
volatility of the current market and the mandates of compliance, as the authors said Arnold et. al. 
(2015). 

The risk management of an organization is to define the risk, identification and assessment of 
the impact and likelihood of materialization and subsequently laying down appropriate ways of 
managing significant risks (Ghiţă, 2008, p.239) 

As the author said, the risk management of an organization is among new arrived in the context 
of the concept of corporate governance, which brings a holistic perspective, as the integral factor of 
the parts of a whole, which is the organization. So was Oliva (2016) mentioning, that the 
enterprises risk management was a recurring theme on the organizations daily issues and as Fraser 
and Simkins (2016) said, was generally recognized as an expectation of good management and 
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good corporate governance. Moreover, as the authors of Bromiley et al. (2015) said, risk 
management suggests integrated management of all the risks faced by an organization and which 
inherently require alignment of risk management with corporate governance and strategy, which 
can lead, as the authors claim, to the conclusion that a critical review of risk management research 
allows us to identify certain limitations and shortcomings that management specialists are more 
entitled to solve them.  
 
3. Research methodology 
 

In corporate governance, in any entity, risk management is necessary because both in the 
company and in the environment in which it acts, there are uncertainties of the nature of threats in 
achieving objectives, or the nature of opportunities. 

Any manager must question, on the one hand, to manage threats, because otherwise by not 
achieving his goals, would disqualify, or, on the other hand, to capitalise on opportunities for the 
benefit of the organization, proving his efficiency. If uncertainty is a daily reality, then the reaction 
to uncertainty must also become a permanent concern. 

My work presents a positive and at the same time constructive view on risk management in 
corporate governance. To achieve the purpose and objectives of the research we have proposed a 
descriptive research of the concepts in the specific literature. 

Through qualitative research, we analyzed the conceptual framework on risk management in 
financing decisions in corporate governance. Thus, I will not neglect the method of observation, 
which will gradually emerge as the main method used to collect data and will include both passive 
observations, namely spontaneous observations, made by chance, and provoked observations, 
necessary to verify an idea. 

In order to carry out research on risk management in financing decisions in corporate 
governance, I propose to consider both the theoretical and the applied component using: 

-methods of research (collection, processing and interpretation of data), 
-research techniques (bibliographical selection, data synthesizing study), 
-research processes (reading, gathering, building and synthesizing data). 
  

4. Findings 
 

In other terms, considering financing decisions and risk management in corporate governance, 
the structure of risk and profitability examples in financial literature underlines that, in the case of 
any investment, the expected profitability will depend mainly on the degree of undiversified risk 
associated with getting underlying asset.  However, it is necessary to clarify that the market, 
through investors, will not remunerate all the risks assumed by an entity but only those that cannot 
be eliminated by prevention or primary techniques, as Zoicaş-Ienciu said (2013, p.192) it goes 
without saying that investors will not encourage by financial support unforeseen entities or those 
that completely ignore the risks, putting in their decisions the emphasis on intuition, luck or 
resolutions at the right time. But, however, if desired, the entities are free to speculate on price, 
currency or interest rate developments. Moreover, there are many cases where such entities record 
a profitability above average but both theory and corporate experience have shown that this excess 
of profitability cannot be achieved consistently, being only the effect of the moment. 

Furthermore, as the author also said, the voluntary assumption of risks that could otherwise be 
covered and avoided, will lead sooner or later to substantial losses, able to completely cancel any 
extra-profits. 

In general, we can say that uncertainty and risk are part of the activity of any entity; but over 
time, performance, dynamic, or even survival differentiations at entity level come from the way the 
risk is managed. Before facing the issue of financial risks (currency, interest rate, systematic risk), 
an entity in general, but especially in corporate governance, in our opinion, must manage with 
priority the risks of an economic nature, which are more evident and more stringent: the evolution 
of demand for own goods or services, modification of consumer preferences and increased market 
competition, price dynamics for raw materials and finished products, lack of qualified personnel, 
etc. Once a mechanism for the management of these economic risks is implemented, attention can 
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also be pointed on financial risks, less visible and often less aware. 
In this respect, one of the most valuable contributions that financial management in an entity 

can have is to promote preventive behaviour; the usefulness of such an attitude becomes evident 
whenever there is a question of making an important decision. In such situations, nothing can 
substitute a competent analysis of potential risks resulting from the decision or finding preventive 
solutions before a direct confrontation with the damage. On the other hand, exposures to systemic 
risks cannot be prevented, in their case requiring the use of transfer techniques (insurance) or some 
coverage. 

As a rule, financial risks are generated with the conduct of various transactions involving 
specific flows: acquisitions of immobilized assets in investments, bond issuance, bank loan 
contractions, commercial credit, export-import operations, mergers and acquisitions, etc.  In most 
situations, the factors leading to the manifestation of financial risks come from the macroeconomic 
sphere: the sequence of economic cycle phases, monetary policy, fiscal policy, market 
developments, currency markets, social and political dissension, military conflicts, natural 
disasters, etc.  Therefore, many of the generator factors are not under the control of entity 
management. 

Thus, from a political perspective, on the factors that cause risk-like manifestation in general, 
and by referring to mitigating these risks, investigating risk mitigation strategies for multinational 
companies in emerging markets, Zhu&Sardana (2020), based on the institutional perspectives and 
theoretical concept of March's to form a 'political coalition', the authors point out that risk 
mitigation at multinational companies cannot be limited to passive compliance and/or 
demonstration of good corporate behaviour, but should also extend to collective efforts by building 
a political coalition and working with company representatives to manage the potential of risk and 
achieve favourable results in complex institutional environments. 

As Lundqvist (2015), quoting Kirkpatrick (2009), and entity’s representatives have also made 
efforts to manage the risks of the enterprise (ERM) in response to faulty risk management systems 
and corporate governance. The author argues that risk management should be seen as a component 
of traditional risk management and risk governance, each having its own determinants, and that the 
implementation of risk governance is the active stage beyond the traditional risk management to 
risk management. The author, approaching the complexity of risk management, dividing it into its 
traditional risk management and risk governance components and investigating determining factors 
separately, but simultaneously, argues that the level of governance of risks in an entity is linked to 
the size of that entity, the different levers, dividends and the influence of the executive manager on 
the management board. This may suggest that corporate governance reasons, such as the need for 
governance, existing governance and executive manager's control over governance decisions, 
determine the decision to step towards the implementation of management risk. Finally, the author 
concludes that entities implement risk management in line with the wishes of the representatives to 
better govern the risk management system. 

Moreover, Naciti (2019) states that one of the approaches to engaging the sustainable practices 
of companies also focuses on the composition of the board of directors, a composition that 
influences a company's financial performance. However, as the author states, cooperation between 
the composition of the boards and the sustainability practices of companies have not been 
empirically examined for a due period.  As a result, focusing on the key characteristics of 
corporate governance – namely the diversity of the management board, the independence of the 
management board and the duality of executive management – the author discovers that entities 
with more diversity in the council and a separation between the functions of president and 
executive management lead to greater sustainability performance.  At the same time, a greater 
number of independent managers lead to a lower performance of sustainability, and finally, as the 
author claims, the composition of the board affects an entity's sustainability performance. In 
another context, the authors Al-Hadi et al. (2019) argue that, in corporate governance, the 
independence of managers and the dual roles of the general manager and the chairman of the board 
of directors reduce the importance and quality of market risk disclosure. 

Otherwise, Kovermann&Velte (2019) analysing the specific literature on the impact of 
corporate governance on corporate tax avoidance, applying a representatives oriented perspective, 
authors discover that various aspects of corporate governance, such as aligning incentives between 
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management and representatives, board composition, ownership structure, capital market 
monitoring, auditing, enforcement and government relations, and pressure from other 
representatives have strong pressure/influence on the avoidance of corporation tax in particular. 
The authors point out that effective corporate governance mechanisms lead to the avoidance of 
taxes at the optimal entity level, so that, in the authors' opinion, good corporate governance does 
not only have the potential to increase avoidance more cost-effective entities, but also limits tax 
avoidance to a level where the risks that arise do not exceed the benefits. 

In view of the above, we also believe that, especially in corporate governance, a concrete 
knowledge of the hedging techniques against the various risks is absolutely necessary for financial 
management within an entity, in volatile conditions of the contemporary business environment. 

In any case, as the author states (Zoicaş-Ienciu, 2013, p.192), given the complexity of the facts, 
risk management is not a subject that can be treated with indifference by an entity manager; this is 
because risk coverage solutions are often difficult to implement even when the risk is correctly 
identified beforehand and the steps to follow are precisely known. 

Thus, we also agree with the author that a general conclusion can be drawn on the objective of 
risk management, namely to avoid the achievement of events that threaten the survival of the 
entity, and not to increase sales or reduce costs in no case being reccomended the removing of 
protection measures against the relevant risks, based on the cost savings, that expenditure is not 
less necessary than those of raw materials or salaries. 

However, if there are more alternative risk coverage, we are also of the opinion that they need to 
be analysed in detail, and the solution that is least costly should be selected in the end. But, 
regardless of the situation, we can talk, including corporate governance, about a subordination of 
risk management to the fundamental objective of maximizing the worth of the entity.  

In other terms, the express of risks at the entity level will affect both the size, stability and 
succession over time of future cash flows and the cost of the capital used to update them and as 
stated by Zoicaş-Ienciu (2013, p.195) risk management, as part of financial management, aims at 
eliminating (as appropriate, reducing) the risk exposure of the entity but also reducing the 
likelihood of risk. 

Basically, by transferring and covering the risk, the entity ensures that when its cash flow 
depreciates as a result of the risk, amounts will be collected from different third parties in  
values similar to the decrease that compensate for the negative impact. This gives a certain degree 
of safety in maintaining financial parameters in the projected direction of management and 
preserves the market value of the entity; and in this respect any expense considered to cover the 
risk must be perceived as a common investment, the assessment of its opportunity being carried out 
by applying the classic criteria, as the author claims, only risk solutions leading to a positive net 
present value. At the same time, as authors, Ali et. al. (2018) say in corporate governance, entities 
that are better governed are associated with a lower level of default risk and that association is 
stronger among entities with more opportunities growth. 

Moreover, investment decisions play a key role in achieving any entity's strategic plan. Due to 
the involvement of a large amount of money, these decisions are the most important for all compay 
representatives. Thus, investigating the impact of corporate governance and investor confidence in 
corporate investment decisions in two different countries, Shahid&Abbas (2019) confirms that 
there is a significant impact of investor confidence corporate investment decisions in both 
countries. The authors also argue that the level of investment is higher in entities with good 
corporate governance practices; the latter stimulating the impact of investor confidence on 
corporate investment decisions. Also, good corporate governance practices improve the monitoring 
function of board members, so they moderately control the interests of representatives, and that is 
why, as the authors claim, firm/determined managers make decisions effectively. However, the 
authors conclude that in the presence of rigorous corporate governance practices, however the 
impact of investor confidence on corporate investment is mitigated. 

However, as the authors Bhaumik et al. (2019), said, in corporate governance, foreign 
investment by emerging economy entities, led to improved governance capacities. Thus, these 
entities have also become supporters for policy reforms in their native country that have required 
the development of similar capacities for local entities.  
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In other words, in terms of risk management strategies, we mention that corporate governance is 
an attempt to implement risk analysis, verification, evaluation and control systems, which 
contribute to achieving effective management for the operation of them. Therefore, as Ghiţă (2008, 
p.18) considers, the concept of corporate governance must be approached together with the risk 
management of the entire organization and with the evolution of the financial management and 
internal control system. 

Risk is a level of exposure to the uncertainties that a company needs to understand and manage 
effectively in order to achieve its goals and create value for stakeholders. In any business process, 
achieving goals involves a certain level of uncertainty, and in any business process there are factors 
that stand or can stand in achieving these goals. (Crenicean, 2013, p.61)  

The author considers that risk management is the manipulation, control and management of 
situations that jeopardize the operation of the business, assets, costs, and business objectives and 
results. At the same time, risk management uses a holistic approach to identify, quantify and 
mitigate risks, developing effective control systems and early warning systems, to monitor changes 
in risk factors and reduce them to reasonable levels. Given the above, we also believe that in the 
face of ongoing globalization, entities need a comprehensive risk management system that is 
flexible, systematic and long-lasting to identify, measure and monitor corporate risks self-
monitoring tools. 

In corporate governance, risks affect the ability to organize, survive, compete successfully, or 
maintain adequate financial strength, an adequate public image, or the quality of the goods and 
services provided. Thus, financial groups, organizations or entities in general need to identify and 
control all the risks they face; because otherwise they cannot achieve their strategic objectives. As 
the author said, this process is a risk analysis, which, in fact, we believe that it can be said that it is 
understood to track the occurrence of risks (for which there must be methods to identify and 
measure the consequences of risks) and management (making decisions to minimize their impact 
on the organization's activity). In turn, risks can involve positive consequences, known as 
opportunities or negative consequences, known as threats.  

Crenicean (2013, p.62) states that the alignment of processes and systems with the 
organization's objectives essentially means that, at this stage, management makes decisions about 
how to act within the organization, in order to achieve the objectives and risk management suitable. 

As such, as the author said, there are different risk management strategies, both in theory and in 
practice, which can be classified as follows: 

-the elimination. In this strategy the management trying to abandon the process in question, 
given that the risks of those processes cannot be properly managed. 

-retention. Through this strategy, the management tries to maintain the process in question, 
accepting the risks involved. 

-reduction. This strategy aims to reduce risks to an acceptable level. 
-transfer. In this strategy, the management aims to attract, to involve a third person / entity in 

the management of its own risks. 
-exploration. In this strategy, the management aims to transform the risk, as a negative effect, 

into a future development opportunity for the organization.  
Regarding the human behavior of managers in various organizations, regarding risk 

management, Crenicean (2013, p.63), citing Likert, concluded that there are in fact four 
management systems, which directly influence the efficiency of the organization, as follows: 

• authoritarian-exploitative, where the place and role of employees is to respect exactly the 
decisions taken by those at the higher hierarchical level. Thus, the primary purpose of the 
organization is to achieve its objectives, ignoring the participation of employees in any way in 
decision making; even more, certain methods of coercion (through threats, fear, etc.) of employees 
will be used to achieve the expected results; 

• authoritarian-bureaucratic, where, as in the previous model, decisions are made at the top level 
of the organization, but, this time, employees are motivated by certain rewards rather than being 
constrained or threatened; 

• advisory. This type of management system involves motivating employees through various 
rewards, they have a certain degree of involvement in decision making, management constructively 
using their ideas and opinions. However, there is a limited involvement of the enforcement staff, 
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who can only expose certain situations, but cannot participate in the direct decision-making. 
• participatory management. In this system Likert assumes that managers can have full 

confidence in their subordinates, thus both parties being fully involved in the decision-making 
process. Subordinates freely express their ideas and communicate perfectly between work groups.  

At the same time, risk management involves taking into account ethical risk because new 
business concepts show that managers have a legal and fiduciary obligation to manage social, 
environmental and governance risks. 

Thus, as the author said, managers must be informed and prepared to be able to manage these 
references in the long term, along with typical corporate directives; and by effectively addressing 
these risks, management can manage its business in such a way that it thrives financially and 
ensures the long-term functionality of the entity. 

Otherwise, respectively in case of failures, the administrators undermine the authority of the 
companies they run; that is why internal control is being extended to more and more companies, 
precisely in order to detect in a timely manner the ethical and integrity issues that may arise, 
respectively. In many entities, many investment managers examine the rigor and quality of these 
controls, precisely to ensure that entities use sound and well-managed business practices. 

In these conditions, in conclusion, we are of the same opinion that the rules of an effective risk 
management in corporate governance must be manifested and be permanently observed in the 
activity of a socially and economically environmentally responsible entity through the following:  

-adoption of corporate values to be communicated both within the entity and the market; 
-adherence to the codes of good practice in matters of corporate governance; 
-the inclusion in the Internal Code of Conduct or in the Internal Regulations of clear rules and 

procedures of ethics and independence, which should be applicable to all staff; 
-recruitment of employee profiles that correspond through capabilities, skills and experience to 

the expectations of ethical professional conduct; 
-implementation of systems for educating and improving employees from the very beginning in 

order to establish the landmarks and limits of action on behalf of the entity; 
-introduction of the obligation to declare annually, by each employee, the conformity with the 

ethics and independence policy; 
-extending the rules of ethics and integrity as requirements of good practice to suppliers, 

customers, subcontractors, contractual partners of any kind; 
-observance of public procurement rules; 
-organizing an internal audit activity; 
-implementing effective testing and internal control methodologies, including in terms of 

avoiding conflicts of interest, acts of corruption or other inaccuracies regarding independence; 
-encouraging a transparent work environment, with the organization of a help-desk, designating 

a person responsible for risk management, so that quick and relevant solutions can be found to any 
problem or situation that arises; 

-implementing and monitoring a procedure for informing, investigating and resolving any 
potential inaccuracies regarding certain inappropriate practices; 

-promoting the principles of ethics and independence in the public and business environment by 
practicing the best standards, contributions to awareness of direct and indirect benefits for any type 
of entity, regardless of size, type of business or stage of development, consultations between the 
main actors of different platforms for dialogue in the business community or with the authorities; 

-supporting opinion leaders and projects that seek to modernize local practices to European or 
international customs and standards; 

-delimiting as much as possible from incorrect, illegal or ethically inappropriate practices, etc. 
 
5. Conclusions 
 

As a rule, financial risks are generated with the conduct of various transactions involving 
specific flows: acquisitions of immobilized assets in investments, bond issuance, bank loan 
contractions, commercial credit, export-import operations, mergers and acquisitions, etc. In most 
situations, the factors leading to the manifestation of financial risks come from the macroeconomic 
sphere: the sequence of economic cycle phases, monetary policy, fiscal policy, market 
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developments, currency markets, social and political dissension, military conflicts, natural 
disasters, etc. Therefore, many of the generator factors are not under the control of entity 
management. 

However, if there are more alternative risk coverage, we are also of the opinion that they need to 
be analysed in detail, and the solution that is least costly should be selected in the end. But, 
regardless of the situation, we can talk, including corporate governance, about a subordination of 
risk management to the fundamental objective of maximizing the worth of the entity.  
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Abstract 
 

In general, public finances are constantly exposed to many risks, shocks, stressors or pressure 
factors, demographic evolution, political turbulences, including economic and financial crises, 
depending on the stages of an economic cycle. On this background, we analyze the efforts of fiscal 
consolidation enacted in the EU Member States and their effects, using for judgments the concept 
of “smart fiscal consolidation”, aiming to identify the sources of success and failure in matter of 
governmental interventions. Our analysis relies on data from Eurostat database for the 28 Member 
States of the European Union, covering a decade timescale, from 2008 to 2017. The main findings 
suggest that the composition of fiscal adjustment measures, timing, burden or sacrifice distribution 
over society and the harmonization of structural reforms represent the most important 
determinants of the success of fiscal consolidation episodes. Based on our findings, we identify and 
formulate some successful recipes, which could be useful for policy makers in the context of other 
economic turbulences. 

 
Key words: smart fiscal consolidation, fiscal policy, public budget deficit, global economic crisis, 
budget reform  
J.E.L. classification: H30, H50, H62 

 
 

1. Introduction 
 

The subject of fiscal consolidation presents great interest for the political leaders all over the 
world, in the context of the inevitable phases of a business cycle. A major issue relates to the fact 
that during and after every recession, it seems that the public debt becomes deeper for most of the 
countries. Another related issue is represented by the fact that every time the economy runs on an 
ascending path, in general governments conduct irrational fiscal policies, which creates a narrowed 
fiscal space in front of future economic turbulences, thus affecting the resilience of public finance 
(budgets) against new economic shocks. Having limited fiscal choices in a new recession context, it 
may be installed kind of a vicious business cycle, which, the more it runs, the more the distance 
between its phases grows. Further, these may reflect into a higher and unsustainable public debt 
and social inequity between citizens, communities, regions and between countries, which confirm 
the economic cliché that the rich get richer and the poor get poorer (Rose and Spiegel, 2012). 
Avoiding this vicious business cycle, public authorities should conduct strong and permanent fiscal 
consolidation strategies. 

The main aim purpose of this paper is to analyze the efforts of (smart) fiscal consolidation 
enacted in the European Union member states and their effects, in order to identify the potential 
“patterns” of interventions from the government side and the main factors determining these 
patterns and affecting the viability of fiscal packages. In this respect, we exposed successful and 
failure approaches of the fiscal governmental interventions during and after the crisis. In the end, 
the paper includes some potential lessons or best practices in fiscal consolidation. 
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The paper is organized as follows: Section 1 shows discussions and empirical research about 
fiscal consolidation in the extant literature, Section 2 presents theoretical consideration in matter of 
choices of fiscal consolidation, Section 3 presents some stylized facts of the recent episode of 
economic crisis, Section 4 confer a discussion about the practices of fiscal consolidation of 
European member states and their budgetary evolution after a decade from the global crisis, and in 
the last section we provide the conclusions and recommendations. 
 
2. Literature review 
 

Fiscal consolidation represents a topic with various approaches in the extant literature. Firstly, 
one should distinguish that fiscal consolidation could be understood both as a process and as a 
result of the respective process (Oprea, 2013). As a process, this should reflect a permanent 
concern to optimize the volume and structure of public spending and revenues in order to achieve 
budgetary equilibrium and to reduce public debt, policy options not being limited to fiscal 
decisions. As a result, it refers to the budgetary equilibrium accomplished by these efforts of the 
public authorities. 

Before discussing about the governmental intervention in matter of fiscal consolidation, we 
should remark that the functionality of budgetary system has also an inherent side of the fiscal 
consolidation process, identified with the action of the automatic stabilisers. The utility of 
automatic fiscal stabilisers in targeting public budget resilience represents a subject of great interest 
in the extant literature (Fatás and Mihov, 2001; Darby and Mélitz, 2008; Fischer and Justo (2010), 
where it is confirmed their primary role of fiscal reaction against small deviation of the economy. 

Regarding the effectiveness of the fiscal consolidation on the expenditure side compared to the 
one on revenue side, Alesina and Perroti (1997) argued that fiscal consolidation based on spending 
is more effective than fiscal consolidation based on public revenues. Alesina and Ardagna (2013) 
showed that fiscal consolidation based on spending could lead to a bigger reduction of public debt. 
The extant literature provides evidence that fiscal consolidation on the spending side determines 
positive effects on the competitiveness and investments in the private economy also: Alesina and 
Perotti (1995), Alesina and Ardagna (2013) and Kumar et al. (2007). At any rate, revenue-based 
strategies couldn’t be neglected; they still remain part of the composition of the fiscal 
consolidation, this being also an important determinant of its success (Alesina et al., 1998).  

The design of the budget consolidation policies is shaped by a multitude of factors. A 
comprehension and large approach of the main determinants of fiscal consolidation is found at 
Oprea (2013). The study explains how the process of fiscal consolidation is influenced mainly by: 
economic situation, legal framework, elections, political ideology, institutions soundness, the 
administrative fragmentation and multiplied expenditures centres, the correlation of public 
financial policies with other macroeconomic policies, the scientific foundation of decisions. 

Important contributions regarding the determinants of fiscal consolidation were encountered 
also at Alesina and Perotti (1995), Alesina et al. (2006), Kumar et al. (2007) and Mulas-Granados 
(2003). These relate to macroeconomic and political background, the composition, size and 
duration of the adjustments, the involvement of local governments, institutional changes and the 
adoption of structural reforms in order to support the adjustment measures.  

An important point of view is offered by Mulas-Granados (2003), which argues that when 
engaging to fiscal consolidation, the policy makers should be aware of the accumulated levels of 
debt and structural deficits in order to avoid creating a “snow-ball effect” for the both. This is 
because increased interests of public debt are regularly paid through public budget and increased 
structural deficits hinder the possibility to run structural surpluses. 

Another important determinant of fiscal consolidation process is represented by the composition 
of the government. Tavares (2004) and Mierau et al. (2007) revealed that in multi-party 
governments it is likely to appear difficulties in meeting and agreeing opinions and governing 
plans. Similar discussion/ results are brought by: Roubini and Sachs (1989), Grilli et al. (1991), 
Volkerink and De Haan (2000) and Armingeon (2012).  

According to other researches in the field, fiscal decentralization represents also an important 
determinant of fiscal consolidation. Some authors claim that this determinant is likely to weaken 
the local fiscal discipline (DeMello, 2000 and Rodden, 2002), while others discuss and argue the 
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contrary: Baskaran (2010), Asatryan et al. (2015) and Argimón and Cos (2012). 
Finally, fiscal consolidation process represents great interest from the perspective of its design, 

meaning its composition, timing, duration and the size of the adjustments conducted through public 
interventions and their effects on the social-economic life. The subject is more important as, 
although on short term fiscal consolidation measures could improve the situation of public budgets 
and economies, on long term it could deliver more deterioration of them. In this respect, empirical 
research of Ball et al. (2013), Woo et al. (2013) and Buyse (2016), argued that during fiscal 
consolidation periods, there is determined an increase in income inequality, though social inequity. 
On this background, the focus in our paper is on the experiences of the EU member states in the 
last economic crisis, aiming to point the successful and failure approaches of them. 

 
3. Fiscal consolidation - a matter of choices 

 
The fiscal consolidation process of public budgets comprehends actions of public financial 

policy related to the optimization of the volume and structure of public expenditures and revenues. 
It refers both to the increase the efficiency of allocation and distribution of public spending, as well 
as to the increase of own financial sources of income and the attracted or borrowed resources. The 
purpose of fiscal consolidation process claims to maintain (regain) the equilibrium of public 
balances and to reduce (eliminate) public debt, without endangering the economic growth, and 
having as purpose the sustainability of public finances and thus resilience (strength) of public 
budgets against new economic turbulences. 

At any rate, fiscal systems have their own (non-discretionary) capacity to absorb some of the 
negative effects of the small deviations of the economy through its automatic stabilisers. It is 
appreciated that automatic stabilisers can react and produce effects more rapidly than discretionary 
government intervention, having an important role in economic system reconfiguration. In the same 
time, it is accepted their limited capacity to fully resolve (eliminate) the difficulties caused by an 
economic shock. Thus, claiming and legitimating the discretionary government intervention in 
order to complete consolidation process with appropriate fiscal measures against the negative 
effects felt during the recession. 

Consolidation of public budgets should represent a permanent concern of policy makers in 
charge, ideally, aiming to achieve a permanent resilience of public budgets (or fiscal sustainability 
of public finances). In this sense, the policy makers should anticipate the turning points of the 
economy and enacting fiscal packages against the inevitable phases of a business cycle (specifics 
for capitalist economies). In this respect, fiscal consolidation must be subject for public financial 
policies also in periods of economic prosperity in order to temperate the “overheat” of the 
economy. Regarding the relation with the term (mandate) of a government in charge, consolidation 
policies should be starting since the “honeymoon” period. The point is that they will have the 
chance to lead effective consolidation measures and the positive results may also assure another 
mandate. The most convenient measures which should be enacted in this respect are represented by 
raising tax level and decreasing public spending, called to temperate economic growth when 
necessary. Therefore, appropriates public financial policies will attenuate the negative effects both 
for public and for private sector, which are deeply interconnected, when economy turns to a 
descending path, creating the effect of a “soft blanket”. Beside the fact that the negative effects of 
the recession would be felt less deep, governments would benefit of a large fiscal space and 
favorable instruments for a smoothly cross over, thus, restoring earlier the public balances 
equilibrium and reanimating the economy. On the contrary, at every downturn of the economy, 
public finances would be strongly hit and pushed closer to the edge of the collapse. The chasm 
between the phases of business cycle would be higher and harder to cross over. 

Reported to the above, the efficient allocation and redistribution of public expenditures and 
revenues to destinations is closely linked to their management in the stages of the business cycle. 
Theoretical considerations in the matter were formulated for the first time by John Maynard 
Keynes, and nowadays are retrieved under the concept of “smart fiscal consolidation”, (see for 
example Kolev and Matthes, 2013), both identified in practice with successful consolidation 
programs. The concept of smart fiscal consolidation was fixed in the context of the sharp declining 
of public budgets and increasing public debts after the global crises since 2008. According to Kolev 
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and Matthes (2013), the objectives of public finances through smart fiscal consolidation are long 
term targeted, minimizing the potentially negative effects on short term, thus regaining its 
credibility. 

From the point of view of the Keynesian theory, in a context of an economy in recession, the 
successful recipe in order to face the economic turbulences is grounded on counter-cyclical fiscal 
measures, which can be tinted as follows: cutting taxation and maintaining public spending level, 
maintaining tax level and raising public spending or an optimum combination adjustment of the 
two sides of the public balance. On the contrary, in a period of economic boom the fiscal measures 
would be inversed. Thus, the involvement of the state in the recovery of the economy should imply 
rather an increase of the expenses considered productive, of investments in key areas and branches 
of the economy. However, successful recipe fostering stabilisation of public budgets and 
economies doesn’t relate only to discretionary measures of simply increasing or decreasing 
budgetary indicators. Thus, timing and the design of fiscal packages appear as very important 
elements of smart fiscal consolidation. 

Related to the timing, in our view, the most appropriate moment of adopting discretionary 
measures in respect of fiscal consolidation is placed before the manifestation of the economic 
turbulences. Policy makers should anticipate such turbulences and they should be prepared with 
fiscal alternatives. In addition, it is very important that when governors conceive these alternatives, 
they should take into account the (recent) economic and fiscal-budgetary situations. On a recession 
context, the countries with more fiscal space (and low burden of public debt) can prepare gradually 
steps of the fiscal consolidation strategy, which can be executed, after letting automatic stabilisers 
performing their fiscal stimulus. On the contrary, for the countries where the public deficit and debt 
have already reached critical levels, fiscal consolidation measures immediately adopted should be 
packed into an austerity fiscal package, avoiding public debt becoming unsustainable and in the 
end a possible collapse. 

Decisions related to the design of the fiscal packages include decision concerning the mix 
measures (expenditures versus revenues), size and duration of the fiscal adjustment. From all these, 
the mix between various categories of public expenditures and revenues represents the main 
interest of this paper. According to theoretical considerations and the practice in the field, the 
composition of fiscal packages should consist more on public expenditure than public revenues, the 
former being more reliable to achieve effectiveness of the consolidation process, as it proved in 
some recent studies (see for instance, Alesina and Ardagna, 2013). This is somehow natural as the 
budgeting processes are designed starting from the public needs of a nations, thus firstly 
dimensioning the volume of public expenditure categories, which can be re-evaluated in harsh 
economic conditions, reprioritized and adjusted accordingly. Besides, decision makers could better 
estimate and control the dimension of public expenditures than the dimension of public revenues, 
because the latter is impacted in addition by other exogenously factors: the economic juncture, tax 
evasion and the collection degree of taxes and duties. 

Regarding the shares of public resources allocated on the destinations of the functional 
classification of public expenditures, the rational requirements in terms of fiscal consolidation look 
for optimum between the different public expenditure categories. Accordingly to this, important 
public resources should be redirected on those destinations considered productive and associated 
with a creative capacity in the economy (e.g. health, education, research, capital expenses, etc.), 
different from the ones that do not bring a direct surplus to the economy (e.g. general public 
services and social protection). Restructuration of general public services should be accompanied 
by staff reduction if there is the case, as these expenditures couldn’t bring (in a direct and visible 
way) added value in the economy. Also, social protection expenditures should be conditioned 
under strict criteria of spending related to the eligible beneficiaries.  

In relation to the public revenue side, in normal economic situations, these must be designed in 
accordance with the basic taxation principles of covering appropriates taxation bases with optimum 
tax rates. Following the economy’s phases, public decision makers must have preserved fiscal 
space in order to reduce or increase taxation level depending on the needs of the economy. The 
main options for fiscal consolidation on the public revenue side oscillate between: direct and 
indirect taxation, movable or immovable basis taxation, consumption or income taxation. For 
public decision-makers, the choice of one or another form of taxation must be based on the benefits 
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it brings to the public budgets, but necessarily in balance with its effects generated on the socio-
economic life. 

In order to better face the economic downturns, the structure of tax system should be mostly 
based on a less mobile fiscal base and on consumption taxes too, so that the overall fiscal 
architecture could be less volatile to the economy’s fluctuations. In this sense, property tax appears 
more fitted for use, compared to income tax or consumption taxes, which are definitely more 
sensitive to economic fluctuations, and taking into account that raising them represents 
disincentives to work or demand. From another perspective, shifting taxes from mobile to 
immovable fiscal bases (consumption tax relies in general in mobile bases) does not represent 
solely the optimum solution from for system efficiency. Policy makers should absolutely consider 
that pointing up on the indirect taxes (consumption taxes) will increase fiscal inequity among social 
categories. People with low incomes will support a relative higher fiscal burden compared to the 
persons with high incomes. From an overview perspective, indirect taxes, acts in the sense of 
expanding the distance between the social categories, this profoundly contradicting the principle of 
social fairness. In order to restrain this tendency, in the extant literature (Kolev and Matthes, 2013) 
it is recommended to increase income tax allowances for groups having low incomes, if there is 
fiscal space available, recommendation that we agree with. In the Discussion section of the paper is 
reflected and debated the report between direct and indirect taxation among the Member States 
during the first decade after the economic and financial crisis from 2008.  

The effectiveness of fiscal measures should be further supported by enacting structural reforms 
in the fields of education, health, pension systems and labour market. In this sense, the reforms and 
the public policies should be focused on enhancing social fairness, social inclusion and/ or equality. 
Also, in general, governments should be more focused on decreasing bureaucracy and improving 
regulation for the private sector. 

 
4. Budgetary reflections of the recent economic crisis - some stylized facts 

 
On the context produced by the last global economic crisis, the situation of public finances of 

European Union member states was differently affected and materialized in consequence. In the 
Appendices section we exposed some budgetary indicators (public deficit/ surplus of general 
government, public debt, relevant categories of public expenditures and revenues) aiming to draw 
attention of their configuration when crisis hit and during a period of ten years after. 

Appendix A shows the (public deficit/ surplus of general government. In 2008, when global 
economic crisis hit, on the EU context there were 12 countries that had the general government 
deficit higher than the threshold of 3% (established at Maastricht Treaty). The most affected were 
Greece, Ireland, Romania and the United Kingdom deficits of 10.2%, 7%, 5.4% and 5.2% of GDP. 
On the other side, other 7 countries had budgetary surplus, still showing little resilience against the 
economic shock – Netherlands, Cyprus, Bulgaria, Sweden, Denmark, Luxembourg and Finland – 
with values varying from 0.2% to 4.2% of GDP. However, after 10 years from the crisis hit, only a 
country recorded the deficit higher than 3% (Spain with 3.1% of GDP). Instead, some countries 
(Estonia, Luxembourg, Malta and Sweden) had little fluctuation of the budget balance of general 
government and close to the equilibrium, proving a sort of resilience of its public budgets. 

Concerning the public debt (Appendix B), in 2008 there were 9 countries with the level above 
the threshold of 60% of GDP (established at Master Treaty). The countries with the highest level of 
public debt were Greece and Italy (109.4 and 102.4% of GDP), closely followed by Belgium. With 
the years passing, the number of countries with the debt level higher than 60% of GDP increased, 
so that in 2014 their number was of 17, from which 7 countries had public debt over 100% of GDP 
(Greece, Italy, Portugal, Ireland, Belgium, Cyprus and Spain). On the other side, the lowest 
indebtedness of the governments in 2008 was encountered in Estonia, Bulgaria, Luxembourg, 
Romania, Lithuania and Latvia (under 20% of GDP. Overall, after a decade from the global crises, 
the relative indebtedness of the member countries of European Union reached values higher than 
they recorded when the crisis hit. Exception, are Germany and Malta, for which in 2017 the 
percentage of public debt was lower than the countries had in 2008. 
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With respect to the expenditure for general public services (Appendix C), the highest levels of 
GDP percentages for all the analyzed period were supported in Greece, Hungary and then Italy, 
Belgium and Cyprus, although on a normally trend, this type of public expenditure (most including 
salaries), should have decreased or maintain its level, at least. However, it is important to notice 
that in 2017 compared to 2008, the relative level of public general services expenditures decreased 
in 18 of the selected countries. The smallest relative values for these expenditures recorded in 
countries as Estonia, Ireland, Latvia, Lithuania, also United Kingdom. 

Regarding the social protection expenditure (Appendix D), more than a half of the selected 
countries recorded values above the average, which was about 16% in GDP for our sample. In the 
ranking top we had France, Denmark, Sweden, Austria, Finland, Germany, Italy and Belgium, for 
which in 2017 the relative level of social protection is higher than its correspondent from 2008, 
despite the fact that most of these, struggled to decrease or maintain its level during the next years 
of the global crisis. The smallest relative values of social protection spending of general 
government compared to the rest of the countries were recorded in Latvia, Cyprus and Bulgaria. 

According to the collected figures (Appendix E), economic spending has few percentages in 
GDP. In order to implement fiscal consolidation during recession caused by the global crises from 
2008, countries should have increased economic spending or at least, maintained it at the same 
level. However, countries as Denmark, Germany, Sweden, Finland, Italy and Lithuania reached a 
low level of economic spending in general government, despite the standing of developed countries 
for some of them. Even Germany and Italy had a small relative level of public spending of general 
government. Instead, the higher relative levels of economic expenditure, especially in 2008 and few 
years after were reached by countries as Croatia, Romania, Malta, Latvia, Czech Republic and 
Bulgaria. Overall, in 2017 we encountered 21 countries with relative levels of economic spending 
lower than they had in 2008, from these 14 countries recorded and a nominal lower level. 

In Appendix F, we reflected the level of taxation from income and health (these representing the 
main categories of direct taxation). In 2008, Denmark and Sweden had the higher level of taxation 
from income and health (these representing the main categories of direct taxation), while the lower 
level were recorded in Eastern countries, as Bulgaria, Romania, Baltics, Greece and others. During 
the next 10 years the relative values of direct taxation varied about 1 to 4 percentages plus / minus 
at national levels. In 2017 Denmark and Sweden remained the countries with the higher level of 
direct taxation and on the other side we encountered Lithuania, Bulgaria, Romania, Croatia and 
others. In Lithuania’s case it was recorded the greatest variation between the level from 2017 (5.4% 
of GDP) and the level from 2008 (9.2% of GDP), of 3.8% of GPD. Overall, in 2017 17 EU member 
states had a lower direct taxation than they had in 2008. 

With respect to the taxes on production and import, formed in general by indirect taxes 
(Appendix G), we note that during the selected period, the small relative values were recorded in 
countries as Spain, Slovakia, Czech Republic Germany and Latvia and the higher relative values 
were recorded in countries as Sweden, Croatia, Bulgaria and Denmark. After a decade from the 
global crisis, in 2017, the relative level of the taxes on production and import indicator was higher 
for 19 countries. For Lithuania, the relative level maintained in 2017 and only for 8 countries the 
relative level of indirect taxation decreased. The few relative decreases cases of this indicator 
reflect little fiscal effort from the part of the respective countries too, as e.g. Cyprus, Bulgaria, 
Poland, Germany and Denmark. The best reduction of the indirect taxation level in 2017 was 
reached by Ireland, by 2.4% less than it had in 2008. 

 
5. Discussions 

 
The EU member states were differently affected by the global economic crisis from 2008. The 

public balances in Ireland, Greece, Portugal, Romania and Spain were seriously damaged, while 
less affected encountered in France, Germany, Luxembourg, Netherlands and Sweden. Since 
December 2008, European Council has launched The European Economic Recovery Plan aiming to 
provide support for the Member States to the inception of the fiscal measures that should have 
responded to the global economic crisis. The primary coordinates of the fiscal measures 
recommended – well designed fiscal stimulus/ incentives for the recovery of the economies and 
low taxes and contribution - to the states related to the need of being well targeted, timely and 
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temporary. Depending on the negative effects’ intensity on states, the national governments 
couldn’t all have taken similar commitments in designing the fiscal policies as per the 
recommended directions of the European Council.  

According to the European Commission Report on Public Finances in EMU (2009), some 
countries opted for expansionary fiscal measures immediately after the crises hit: Spain, Austria, 
Finland, Malta, Germany, Sweden and United Kingdom. For Austria and Germany the explanation 
resides in the fact that in 2008 they had relative low deficit or even recorded surpluses of the public 
balances, which at that moment permitted those expansionary measures. Finland and Sweden 
recorded balance surpluses in 2008 (and the primary balance deficit respected in general the criteria 
of 3% of GDP during the next period), fiscal expansionary policies being more recommended in 
their cases. On the contrary, these weren’t recommended for Malta, Spain and United Kingdom, 
giving their deficit from 2008, above the threshold of 3% of GDP. 

From the three countries, more attention is drawn by Spain case. On the context of the housing 
bubble before 2008, improper speculations have been taken, which made government constructing 
budget strategies for permanent expenditures based on temporary revenues. Despite all these, after 
the crisis hit, the government still implemented expansionary measures, “without following any 
rational, well-designed plan” (Monastiriotis et al., 2013, 23). Thus, the fiscal imbalances worsened 
in 2009 to the level of 11% in GDP. In Malta’s case it was not recommended to adopt fiscal 
expansionary measures (giving its fiscal space when the crisis came over), though the government 
stabilized the public finances in 2013 and succeeded important reduction of public sector, especial 
on the expenditure side. Implementing expansionary measures without having enough fiscal 
spaces, it cost the countries a longer way to stabilize the primary balance. So, Austria and Germany 
reached the public deficit under 3% of GDP in 2011, Malta in 2013, United Kingdom in 2016 and 
Spain only in 2017.  

Other Member States opted for austerity measures. Some of them had some fiscal space - 
France, Poland, Portugal, Ireland, Estonia – but some of them had zero fiscal space in the first 
years of the crisis - Greece, Italy, Latvia, Lithuania and Romania. Although, their options in matter 
of fiscal consolidation may appear in contradiction with the notion of smart fiscal consolidation, 
these may be considered positive as long as is proved their contribution to have rehabilitated on 
short term the situation of public finances. In another words, these countries, due to their low fiscal 
space, couldn’t afford to have taken fiscal stimulus measures during the first years of recession. 
Except Estonia, all of them had the primary balance deficit higher than 3% of GPD since 2008. 
Estonia managed to maintain the general government deficit under 3% during all the selected 
period in the study. Its fiscal policies were led under the desire to join euro-zone in 2011, as indeed 
it happened. The rest of the countries managed to reduce the decline of public finances later than 
the countries which implemented expansionary policies (and these were appropriate): Italy, Latvia 
and Lithuania reached the deficit of general government under the threshold of 3% in 2012, 
Romania in 2013, Ireland and Poland in 2015 and France in 2017. These facts confirmed 
theoretical considerations that during a recession expansionary policies appear to be better than 
austerity policies. 

Further, we exposed some efforts of fiscal consolidation enacted in the Member States after the 
crisis and their results reflected over the public budgets after a decade from the crisis hit. The main 
concerns refer to the composition of fiscal measures, the timing of the enacted measures, the 
distribution of social burden, the lack of structural reforms supporting the fiscal consolidation 
packages and the lack of national long term fiscal framework, harmonised with the European 
fiscal-budgetary framework. 

Related to the composition of fiscal measures, some of the countries adopted strategies based on 
revenue side rather than strategies based on the expenditure side: France, Italy. On the other side, 
some more of the EU countries focused on the expenditure based fiscal measures: Greece, Ireland, 
Portugal, Baltic countries. Most of the fiscal packages were not efficient due to the fact that these 
were not well targeted (especially for France and Italy), or inappropriate, considering the fiscal 
space where the “consolidation” measures were placed. In France, since 2007-2008, the fiscal 
package was focused on cutting taxes with the purpose to decrease public spending too, but without 
managing to cut them substantially (due to automatic fiscal stabilizers), which led to a sharp 
decline of general government deficit in 2009. In Italy, the government opted to increase taxes 
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(VAT, taxes on companies and financial operators, excise duties for gaming), introduced new ones 
("tax-shield", in 2010) and decreased taxes on capital investment and labor were reduced, but with 
no significant effect on the public balance. In many European countries, it was found that the VAT 
rate has been increased besides other consumption taxes (France, Greece, Ireland, Italy, Spain, the 
United Kingdom, Baltic countries etc.), Raising indirect taxation stimulated the increase of social 
burden inequity between the social categories. The shift from direct to indirect taxation after a 
decade from the global crisis was more visible for France, Greece, Latvia, Portugal, Spain, but it 
could be noticed for the rest of the most European countries too (Appendix I).  

Greece, Portugal and Ireland conducted very hard fiscal austerity packages, based on 
expenditures cuts. All the three opted for reducing public services (public wages and other financial 
benefits at the same time with reductions of the number of public servants) and particularly in 
Portugal the government cut pensioners’ wages and education expenditures. In Ireland, the fact that 
two thirds of the fiscal package were expenditure bases, may the main reason for which the 
government restored earlier the public finance situation and during the decade after the crisis it 
reduced very much the public sector (Appendices H and I). To keep up with the current needs of 
the economy and to avoid a possible collapse, some governments cut even investment spending 
(e.g. Greece, Baltic countries, Portugal, Ireland and Italy), but such measures definitely helped on 
short term to improve the situation of public finances and decreased the deficit of public balance. 

The inappropriate timing of the adopted fiscal measures represents another determinant of the 
ineffective consolidation strategies of the countries, although the global market gave signals that 
the crisis wave was due to come since the bankruptcy of Lehman Brothers from 2008. 
Unfortunately, on the European context, policy makers in the overwhelming of the states showed 
too much optimism towards those signals and also proved great lack of public budgets resilience, 
being unable to conduct preventive fiscal measures. Therefore, some proceeded to totally 
inappropriate fiscal measures, as raising public wages and pensions in Romania in 2008. A good 
practice we found in Estonia, where fiscal consolidation on the expenditure side started in 2008, 
which led to a smooth cross over the negative effects of the crisis and maintained a lower public 
deficit. Another issue related to the timing of the fiscal measures is that in the case of countries that 
had been applied austerity measures, after the situation of public finances have improved a little, 
they should have applied further expansionary measures, instead of continuing to increase the 
current spending (e.g. Romania increased public wages).  

Additional to the above, fiscal consolidation strategies led by the governments on the European 
Union context were not supported by structural reforms. From our selected countries, some as 
Spain, Greece and Romania represent noticeable examples in this respect. Spain needed a radical 
tax reform when the housing bubble exploded and the wave of global crisis came over, which 
should have ensured stable and broad base of public revenues. Concerning Greece and Romania, 
there was a lack of credible structural reforms even before the global crisis and also during the 
recession, although for Greece, European Commission imposed the condition to lead reforms in 
order to sustain fiscal consolidation strategies, when the national government was the beneficiary 
of a bailout package in 2010. Some progress regarding the issue of structural reforms could be 
assumed by the foundation of the independent fiscal councils in Romania, Greece and the United 
Kingdom in 2010, which are responsible for monitoring the state budget implementation and its 
evaluation, analysis and forecast and its sustainability on long term. At any rate, there is still a great 
lack of the fiscal responsibility laws enforcements. 

However, the recommendations from the report of EMU Public Finances of the European 
Commission (2016) showed that the countries still lacked credible structural reforms, so the 
Commission recommended to the Member States that they focus on expanding their investments 
and besides, reforming their pension, health and welfare systems.  

The ineffective fiscal consolidation strategies during the decade after the global crisis were 
caused also by the lack of a national fiscal framework harmonised with the long term fiscal-
budgetary framework at the European Union. At least, it is known the Romania’s case, where the 
fiscal strategies are currently for a two years’ timeframe. In this respect, considering the next 2021-
2027 fiscal-budgetary period of European Union, it is recommended that all countries have already 
prepared consolidation strategies and coherent, sustainable and achievable future investment 
projects and reforms, aligned to the next fiscal-budgetary framework of seven years. 
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After a few years of the crisis hit, little improvement of the public finance situation could be 
noticed on the EU member states scenery and hence, countries as Portugal, Italy, Ireland and 
Greece applied for Troika (partnership of European Commission, International Monetary Fund and 
European Central Bank) program for financial assistance. Because of the consolidation policy, the 
government debt increased after the Troika bailout program, which further worsened the level of 
government debt.  

 
6. Conclusions 

 
Smart fiscal consolidation should represent a permanent concern for the policy makers, 

especially during expansion period. Consolidation measures should be run against the phases of the 
business cycle. On the contrary, at every downturn of the economy the chasm between the phases 
of business cycle would be higher and harder to cross over and public finances would be closer to 
the edge of the collapse. After a decade from the recent episode, the overwhelming Member States 
had a worse situation of the main budgetary indicators higher social protection expenditures, lower 
economic spending, and an increased indirect taxation compared to direct taxation, which 
automatically means an increase in inequality of the social burden distribution (Appendices H and 
I). Moreover, public debt also recorded higher values after the past decade from the global crisis.  

Also, in the context of the recent crisis episode, we noticed that expansionary policies are more 
effective than austerity policies in order to face the crisis’ negative effects. By following this type 
of fiscal measures, governments managed to have brought the deficits of public budgets under the 
3% of GDP established at Maastricht Treaty earlier. Concerning austerity measures, these are 
useful on short term and it would be more effective if these were implemented by anticipating the 
moment the crisis wave came. After the temporary austerity helped the governments to improve the 
stability and credibility of public finance situation, further it should have reduced more the public 
transfers and it should have increased the investments. Therefore, austerity measures could be 
useful in order to cross over a recession period, but strictly respecting criteria of timing, duration 
and size of the adjustments. Besides, after the austerity period, governments should have attracted 
new financial resources and committed to public-private partnerships, enhancing development and 
economic growth. Following these phases, governments would have started shifting the situation of 
public finances towards reducing the deficit and public debt and starting to achieve long term fiscal 
sustainability and resilience against future economic turbulences. 

Regarding the fiscal package composition, the practice confirms the theory and previous 
empirical research that fiscal measures on the expenditure side are more effective than the fiscal 
measures on the revenue side. Thus, in a recession episode, the best measures on the expenditure 
appear to be cuts of public transfers. When conducting fiscal consolidation on the revenue side, the 
policy makers should conceive the respective adjustments by considering the decrease of the 
inequity of fiscal burden and by maintain/ creating incentives for working. 

Overall, the consolidation strategies (of any type or composition) should be organized and 
integrated into multiannual budgetary framework harmonized with the budgetary framework from 
the European level, thus ensuring more effectiveness and consistency of public investment projects. 
Moreover, these should be supported by credible structural reforms oriented on pension, health and 
welfare systems, but also in the fields of labor market, pension and market liberalization. Following 
structural reforms, policy makers should ensure delivering social fairness and social inclusion. 
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Appendices 
 
Appendix A: Budget deficit/ surplus of general government in the Member States (2008-2017) – 
percentage of GDP 

Country / Year 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 
Austria -1.5 -5.3 -4.4 -2.6 -2.2 -2.0 -2.7 -1.0 -1.6 -0.8 
Belgium -1.1 -5.4 -4.0 -4.2 -4.2 -3.1 -3.1 -2.4 -2.4 -0.8 
Bulgaria 1.6 -4.1 -3.1 -2.0 -0.3 -0.4 -5.5 -1.7 0.1 1.2 
Croatia -2.8 -6.0 -6.3 -7.9 -5.3 -5.3 -5.1 -3.2 -1.0 0.8 
Cyprus 0.9 -5.4 -4.7 -5.7 -5.6 -5.1 -9.0 -1.3 0.3 1.8 
Czech Republic -2.0 -5.5 -4.2 -2.7 -3.9 -1.2 -2.1 -0.6 0.7 1.6 
Denmark 3.2 -2.8 -2.7 -2.1 -3.5 -1.2 1.1 -1.3 -0.1 1.4 
Estonia -2.7 -2.2 0.2 1.2 -0.3 -0.2 0.7 0.1 -0.3 -0.4 
Finland 4.2 -2.5 -2.6 -1.0 -2.2 -2.6 -3.2 -2.8 -1.7 -0.8 
France -3.3 -7.2 -6.9 -5.2 -5.0 -4.1 -3.9 -3.6 -3.5 -2.8 
Germany  -0.2 -3.2 -4.2 -1.0 0.0 -0.1 0.6 0.8 0.9 1.0 
Greece -10.2 -15.1 -11.2 -10.3 -8.9 -13.2 -3.6 -5.6 0.5 0.7 
Hungary -3.7 -4.5 -4.5 -5.4 -2.4 -2.6 -2.6 -1.9 -1.6 -2.2 
Ireland -7.0 -13.8 -32.1 -12.8 -8.1 -6.2 -3.6 -1.9 -0.7 -0.3 
Italy -2.6 -5.2 -4.2 -3.7 -2.9 -2.9 -3.0 -2.6 -2.5 -2.4 
Latvia -4.2 -9.5 -8.6 -4.3 -1.2 -1.2 -1.4 -1.4 0.1 -0.6 
Lithuania -3.1 -9.1 -6.9 -8.9 -3.1 -2.6 -0.6 -0.3 0.2 0.5 
Luxembourg 3.3 -0.7 -0.7 0.5 0.3 1.0 1.3 1.4 1.9 1.4 
Malta -4.2 -3.2 -2.4 -2.4 -3.5 -2.4 -1.7 -1.0 0.9 3.4 
Netherlands 0.2 -5.1 -5.2 -4.4 -3.9 -2.9 -2.2 -2.0 0.0 1.2 
Poland -3.6 -7.3 -7.3 -4.8 -3.7 -4.1 -3.7 -2.7 -2.2 -1.5 
Portugal -3.8 -9.8 -11.2 -7.4 -5.7 -4.8 -7.2 -4.4 -2.0 -3.0 
Romania -5.4 -9.1 -6.9 -5.4 -3.7 -2.2 -1.3 -0.7 -2.7 -2.7 
Slovakia -2.4 -7.8 -7.5 -4.3 -4.3 -2.7 -2.7 -2.6 -2.2 -0.8 
Slovenia -1.4 -5.8 -5.6 -6.7 -4.0 -14.7 -5.5 -2.8 -1.9 0.0 
Spain -4.4 -11.0 -9.4 -9.6 -10.5 -7.0 -6.0 -5.3 -4.5 -3.1 
Sweden 1.9 -0.7 0.0 -0.2 -1.0 -1.4 -1.6 0.0 1.0 1.4 
United Kingdom -5.2 -10.1 -9.3 -7.5 -8.1 -5.3 -5.3 -4.2 -2.9 -1.9 

Source: Eurostat 
 

Appendix B: Public debt in the Member States (2008-2017) – percentage of GDP 
Country/ Year 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 

Austria 68.7 79.9 82.7 82.4 81.9 81.3 84 84.7 83 78.2 
Belgium 92.5 99.5 99.7 102.6 104.3 105.5 107.5 106.4 106.1 103.4 
Bulgaria 13 13.7 15.3 15.2 16.7 17.1 27.1 26.2 29.6 25.6 
Croatia 39 48.3 57.3 63.9 69.5 80.4 84 83.7 80.5 77.8 
Cyprus 45.6 54.3 56.8 66.2 80.1 103.1 108 108 105.5 95.8 
Czech Republic 28.3 33.6 37.4 39.8 44.5 44.9 42.2 40 36.8 34.7 
Denmark 33.3 40.2 42.6 46.1 44.9 44 44.3 39.8 37.2 35.5 
Estonia 4.5 7 6.6 6.1 9.7 10.2 10.5 9.9 9.2 9.2 
Finland 32.7 41.7 47.1 48.5 53.9 56.5 60.2 63.4 63 61.3 
France 68.8 83 85.3 87.8 90.6 93.4 94.9 95.6 98 98.4 
Germany 65.2 72.6 81.8 79.4 80.7 78.2 75.3 71.6 68.5 64.5 
Greece 109.4 126.7 146.2 172.1 159.6 177.4 178.9 175.9 178.5 176.2 
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Hungary 71.6 77.8 80.2 80.5 78.4 77.2 76.7 76.7 76 73.4 
Ireland 42.4 61.5 86 110.9 119.9 119.7 104.1 76.8 73.5 68.5 
Italy 102.4 112.5 115.4 116.5 123.4 129 131.8 131.6 131.4 131.4 
Latvia 18.2 36.3 47.3 43.1 41.6 39.4 40.9 36.8 40.3 40 
Lithuania 14.6 28 36.2 37.2 39.8 38.8 40.5 42.6 40 39.4 
Luxembourg 14.9 15.7 19.8 18.7 22 23.7 22.7 22.2 20.7 23 
Malta 62.6 67.6 67.5 70.2 67.7 68.4 63.4 57.9 55.5 50.2 
Netherlands 54.7 56.8 59.3 61.7 66.2 67.7 67.9 64.6 61.9 57 
Poland 46.3 49.4 53.1 54.1 53.7 55.7 50.4 51.3 54.2 50.6 
Portugal 71.7 83.6 96.2 111.4 126.2 129 130.6 128.8 129.2 124.8 
Romania 12.4 21.9 29.8 34.2 37 37.6 39.2 37.8 37.3 35.2 
Slovakia 28.5 36.3 41.2 43.7 52.2 54.7 53.5 52.2 51.8 50.9 
Slovenia 21.8 34.6 38.4 46.6 53.8 70.4 80.4 82.6 78.7 74.1 
Spain 39.5 52.8 60.1 69.5 85.7 95.5 100.4 99.3 99 98.1 
Sweden 37.7 41.3 38.6 37.8 38.1 40.7 45.5 44.2 42.4 40.8 
United Kingdom 49.7 63.7 75.2 80.8 84.1 85.2 87 87.9 87.9 87.1 

Source: Eurostat 
 

Appendix C: General services expenditure in the Member States (2008-2017) – percentage of GDP 
Country/ Year 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 

Austria 7.2 7.8 7.7 7.4 7.3 7.2 6.8 6.8 6.6 6.1 
Belgium 8.7 9.1 8.6 8.7 8.7 8.7 8.5 8.1 8.0 7.2 
Bulgaria 5.0 7.1 3.8 3.7 3.4 3.6 3.9 3.0 2.8 3.2 
Croatia 6.8 7.7 8.4 9.6 7.3 7.9 8.8 8.5 8.1 7.6 
Cyprus 8.4 9.2 8.0 8.5 9.5 7.7 8.6 8.8 7.7 7.3 
Czech Republic 4.3 4.6 4.5 4.4 6.3 4.7 4.7 4.3 4.2 3.9 
Denmark 7.1 7.9 8.0 8.2 9.2 7.5 7.3 7.4 6.6 6.2 
Estonia 3.2 3.8 3.4 3.5 4.1 4.1 4.0 4.1 4.0 3.9 
Finland 7.0 7.8 7.7 8.0 8.2 8.3 8.3 8.5 8.1 7.9 
France 7.3 7.3 6.9 6.9 7.0 6.9 6.6 6.3 6.2 6.0 
Germany  6.4 6.6 6.6 6.7 6.5 6.5 6.2 5.8 5.6 5.6 
Greece 11.4 12.1 12.3 12.9 11.0 9.9 10.0 10.0 8.9 8.3 
Hungary 9.3 9.9 9.4 9.0 9.6 10.1 9.8 8.9 8.2 8.0 
Ireland 3.8 4.6 5.2 5.7 6.4 6.4 5.8 4.1 3.7 3.4 
Italy 8.9 8.6 8.3 8.6 9.4 9.1 9.0 8.5 7.9 8.2 
Latvia 3.8 4.6 4.8 4.7 4.8 4.8 4.9 5.1 4.4 4.1 
Lithuania 4.0 4.4 4.6 4.7 4.5 5.3 4.7 4.3 4.0 3.5 
Luxembourg 4.9 5.1 5.1 5.1 5.4 5.1 4.9 4.8 5.0 4.9 
Malta 7.3 7.9 6.8 7.2 7.4 7.0 6.8 6.4 6.0 5.7 
Netherlands 5.7 5.6 5.7 5.4 5.3 5.2 5.2 5.0 4.6 4.3 
Poland 5.3 5.5 5.6 5.6 5.7 5.7 5.0 4.9 4.7 4.4 
Portugal 6.4 7.3 7.5 8.8 9.1 9.3 9.0 8.8 8.3 7.6 
Romania 4.6 4.2 4.5 4.9 4.9 4.9 4.7 4.8 4.4 4.2 
Slovakia 4.4 5.9 4.9 4.9 4.9 5.4 5.5 6.4 5.6 5.6 
Slovenia 5.2 5.7 5.6 5.8 5.8 6.3 7.2 6.7 6.6 5.9 
Spain 5.1 5.6 5.6 6.2 6.6 7.2 7.0 6.4 6.1 5.6 
Sweden 7.8 7.4 7.4 7.6 7.7 7.8 7.5 7.1 6.7 6.8 
United Kingdom 4.3 4.1 5.3 5.5 5.2 5.3 5.0 4.5 4.5 4.7 

Source: Eurostat 
 

Appendix D: Social protection expenditure in the Member States (2008-2017) – percentage of GDP 
Country/ Year 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 

Austria 19.6 21.2 21.4 20.7 20.9 21.3 21.5 21.2 21.1 20.5 
Belgium 17.4 19.1 18.8 19.0 19.5 20.0 19.9 19.7 19.6 19.6 
Bulgaria 10.7 12.9 12.9 12.2 12.4 13.5 13.4 13.3 12.7 12.5 
Croatia 13.4 15.0 14.9 15.3 15.1 15.2 15.6 15.7 14.6 14.3 
Cyprus 10.2 11.5 12.2 12.6 12.9 13.4 13.7 13.6 13.5 13.1 
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Czech Republic 11.9 13.1 13.2 13.2 13.3 13.5 13.1 12.5 12.3 12.0 
Denmark 21.6 24.3 24.8 24.7 24.6 24.5 24.0 23.5 23.0 22.4 
Estonia 11.5 15.4 14.2 12.6 12.3 11.9 11.8 12.8 13.2 13.0 
Finland 19.4 22.7 22.8 22.7 23.8 24.8 25.4 25.5 25.6 24.9 
France 21.8 23.7 23.7 23.7 24.2 24.5 24.5 24.3 24.5 24.3 
Germany  18.6 20.6 19.9 18.8 18.8 18.9 18.7 19.0 19.3 19.4 
Greece 17.0 18.6 18.8 20.2 21.0 19.6 20.2 20.3 20.4 19.4 
Hungary 17.4 18.1 17.4 16.9 16.7 16.5 15.4 14.8 14.5 14.0 
Ireland 15.5 18.0 17.7 16.2 16.0 15.1 13.8 10.4 10.0 9.5 
Italy 18.1 19.8 19.9 19.8 20.5 21.0 21.2 21.3 21.0 20.9 
Latvia 9.1 14.0 14.2 12.2 11.4 11.5 11.4 11.9 12.0 11.7 
Lithuania 12.1 16.4 14.1 12.4 12.0 11.4 11.4 11.1 11.2 11.2 
Luxembourg 16.8 19.2 18.5 17.9 18.7 18.6 18.1 18.3 18.0 18.4 
Malta 13.3 14.2 13.7 13.8 14.0 13.8 13.1 12.0 11.6 11.3 
Netherlands 14.7 16.4 16.7 16.7 16.9 17.1 17.0 16.5 16.4 15.9 
Poland 15.5 16.1 16.3 15.5 15.6 16.0 15.9 15.7 16.6 16.4 
Portugal 15.1 17.0 17.1 17.7 18.3 19.2 18.8 18.4 18.0 17.4 
Romania 11.0 13.1 13.9 13.0 12.4 11.5 11.4 11.4 11.5 11.7 
Slovakia 12.6 15.1 15.3 14.7 15.0 15.3 15.1 15.0 15.1 14.5 
Slovenia 15.5 17.5 18.1 18.7 18.5 18.6 17.8 17.3 16.8 16.2 
Spain 13.8 16.0 16.6 16.8 17.6 18.0 17.7 17.1 16.9 16.6 
Sweden 20.1 21.8 20.7 20.0 20.7 21.3 20.8 20.4 20.7 20.2 
United Kingdom 14.9 16.8 16.9 16.7 17.0 16.6 16.2 16.1 15.8 15.2 

Source: Eurostat 
 

Appendix E: Economic expenditure in the Member States (2008-2017) – percentage of GDP 
Country/ Year 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 

Austria 7.2 8.6 7.5 7 7.2 7 8.2 6.9 6.4 6.4 
Belgium 7.3 8 8.1 9 9.3 8.6 8.4 7.8 7.6 7.5 
Bulgaria 8.5 6.6 6.7 6.1 6.9 7.7 10.7 8.9 6.6 6.3 
Croatia 9.8 9.7 8.4 7.6 8.5 8.3 7.7 7.5 7.6 6.9 
Cyprus 6.2 6.7 6.5 6.3 5.4 6.2 13.8 5.7 4.3 4.3 
Czech Republic 8.5 9 8.5 8.6 8.1 7.7 8.2 8.3 7.2 7.1 
Denmark 3.70 4.20 4.1 4.1 4.3 4.3 4.3 4.2 4 3.9 
Estonia 6.5 7.3 4.9 4.7 6.1 5.8 5.7 5.8 5.1 5.4 
Finland 5.3 5.7 5.6 5.5 5.4 5.5 5.6 5.3 5 4.8 
France 6.6 7.5 7.5 7.3 7.5 7.4 7.6 7.8 7.5 7.8 
Germany  4.8 5.4 6 4.8 4.4 4.2 4.1 4.1 4.2 4.1 
Greece 6.9 6.7 5.5 5.3 8.5 18.4 5.6 9.1 5.7 5.1 
Hungary 7.1 7.5 7.3 8.8 7.9 8.7 9.9 11.3 8 8.3 
Ireland 7.9 8.8 27.2 9 4.6 4.2 4.2 4.1 3.3 3.2 
Italy 5.5 6.4 5.9 5.8 5.8 5.8 5.6 5.7 5.4 5.1 
Latvia 8.7 9.3 11.5 9 7.9 7.6 7.4 6.9 6.1 7.2 
Lithuania 5.8 5.6 6.1 8.7 4.4 4.2 4.1 4.3 3.9 3.6 
Luxembourg 6.3 7.6 7.1 6.6 6.8 6.7 6.8 6.9 6.9 7.3 
Malta 8.9 6.3 6.6 6 6.9 6.8 6.9 7.2 5.7 5.6 
Netherlands 6.3 7.7 7.4 6.7 6.6 6.4 6 5.6 5.5 5.5 
Poland 7.4 7.8 7.9 7.5 6.6 5.9 6.6 6.2 5.4 5.7 
Portugal 6.1 6.2 7.6 5.7 4.8 4.8 8.3 6.1 4.3 6.3 
Romania 9.6 9.8 9.2 9.2 9.1 8.2 8.4 8.4 6.6 5.8 
Slovakia 6.2 7.5 6.6 6.2 6 6 6.1 8.1 5.5 5.3 
Slovenia 6.3 6.6 6.5 7.2 6.1 16.7 8.3 7.5 5.6 5.3 
Spain 7.5 8.1 7.6 7.3 9.4 5.9 5.9 5.8 5.1 5.1 
Sweden 5.2 5.7 5.4 5.4 5.5 5.3 5.4 5.2 5.2 5.2 
United Kingdom 7 6.5 5.5 4.9 5.1 4.4 4.4 4.5 4.3 4.5 

Source: Eurostat 
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Appendix F: Current taxes on income and wealth in the Member States (2008-2017) – percentage of GDP 
Country/ Year 2008 2009 2010 2011 2012 2013 2014 2015 2016 

Austria 13.8 12.6 12.7 12.8 13.1 13.4 13.7 14.2 12.9 
Belgium 16.1 14.9 15.3 15.8 16.1 16.7 16.8 16.6 16.2 
Bulgaria 5.8 5.3 4.8 4.6 4.7 5.1 5.4 5.4 5.4 
Croatia 7.1 7.1 6.6 6.4 6.3 6.5 6.3 6.1 6.5 
Cyprus 11.1 9.6 9.4 10.1 9.9 10.3 10.3 9.9 9.5 
Czech Republic 7.8 7.1 6.8 7.0 6.9 7.2 7.3 7.2 7.6 
Denmark 27.9 28.3 28.5 28.4 29.2 30.2 33.2 30.6 29.8 
Estonia 7.7 7.4 6.6 6.3 6.6 7.2 7.4 7.8 7.5 
Finland 16.8 15.5 15.4 15.9 15.6 16.2 16.4 16.6 16.5 
France 11.9 10.7 11.2 11.7 12.4 12.9 12.7 12.7 12.6 
Germany  12.0 11.2 10.6 11.1 11.6 12.0 12.0 12.2 12.6 
Greece 8.1 8.5 8.3 9.2 10.8 10.5 9.7 9.6 10.3 
Hungary 10.3 9.6 7.8 6.3 6.8 6.6 6.8 6.9 7.4 
Ireland 12.2 11.8 11.7 12.2 12.7 12.7 12.7 10.6 10.6 
Italy 14.7 14.1 14.1 13.9 14.9 15.0 14.6 14.7 14.6 
Latvia 9.1 7.0 7.4 7.3 7.7 7.7 7.8 7.9 8.4 
Lithuania 9.2 5.9 4.6 4.3 4.8 5.0 5.0 5.4 5.6 
Luxembourg 13.8 14.2 14.3 13.9 14.2 14.2 13.6 14.5 15.0 
Malta 12.1 13.0 12.2 12.4 13.0 13.7 13.6 13.0 13.6 
Netherlands 10.7 10.8 11.0 10.5 10.0 9.9 10.5 11.3 11.5 
Poland 8.4 7.2 6.7 6.7 7.0 6.7 6.8 6.9 7.1 
Portugal 9.3 8.6 8.5 9.5 9.0 11.4 11.0 10.9 10.2 
Romania 6.4 6.0 5.8 6.1 5.8 5.9 6.2 6.6 6.4 
Slovakia 6.7 5.8 5.6 5.7 5.8 6.4 6.8 7.3 7.3 
Slovenia 8.7 8.1 8.0 7.8 7.5 7.0 7.2 7.2 7.5 
Spain 10.5 9.4 9.3 9.5 10.2 10.3 10.2 10.1 9.9 
Sweden 18.7 18.5 18.1 17.6 17.4 17.8 17.8 18.4 18.8 
United Kingdom 15.2 14.7 14.8 14.7 14.0 13.9 13.5 13.7 14.0 

Source: Eurostat 

 
Appendix G: Taxes on production and imports in the Member States (2008-2017) – percentage of GDP 

Country/ Year 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 
Austria 13.9 14.3 14.3 14.3 14.6 14.5 14.3 14.3 14.3 14.1 
Belgium 12.5 12.5 12.8 12.7 13.1 13.1 13.0 12.9 13.0 13.0 
Bulgaria 16.7 14.3 14.1 13.7 14.8 15.4 14.7 15.4 15.4 15.0 
Croatia 18.0 17.2 17.6 17.2 18.1 18.6 18.5 19.1 19.3 19.5 
Cyprus 16.4 14.1 14.3 13.6 13.9 13.6 14.8 14.7 14.8 15.6 
Czech Republic 10.4 10.8 11.1 11.9 12.4 12.7 11.8 12.2 12.3 12.5 
Denmark 16.5 16.3 16.2 16.3 16.3 16.4 16.2 16.3 16.2 16.0 
Estonia 12.1 14.5 13.7 13.4 13.8 13.3 13.7 14.2 14.6 14.2 
Finland 12.4 12.9 12.9 13.8 14.1 14.4 14.4 14.2 14.4 14.1 
France 14.7 14.9 14.7 15.1 15.3 15.5 15.7 15.8 16.0 16.2 
Germany  10.7 11.2 10.8 10.9 10.9 10.8 10.7 10.7 10.6 10.5 
Greece 12.6 11.7 12.6 13.5 13.9 14.4 15.7 16.2 17.2 17.1 
Hungary 15.4 16.3 17.4 17.2 18.5 18.4 18.3 18.7 18.1 18.0 
Ireland 12.0 10.8 10.8 10.4 10.5 10.7 10.9 8.6 8.6 8.4 
Italy 13.6 13.4 14.0 14.1 15.3 14.9 15.3 15.1 14.3 14.5 
Latvia 10.8 11.2 12.3 12.2 12.6 13.0 13.3 13.6 14.2 13.9 
Lithuania 11.6 11.6 11.8 11.6 11.2 11.0 11.2 11.6 11.7 11.6 
Luxembourg 12.4 12.5 12.3 12.3 12.9 12.9 13.1 12.0 11.9 11.9 
Malta 13.8 13.3 13.7 13.5 13.1 12.9 13.1 12.4 12.4 12.6 
Netherlands 11.3 11.1 11.0 10.8 10.6 10.9 11.3 11.1 11.5 11.5 
Poland 14.4 12.8 13.8 13.9 13.0 12.9 12.8 12.8 13.5 13.8 
Portugal 14.0 12.6 13.2 13.9 13.9 13.7 14.2 14.5 14.7 14.9 
Romania 11.3 10.3 11.8 13.0 13.1 12.7 12.7 13.2 11.3 10.3 
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Slovakia 10.3 10.4 10.0 10.4 9.9 10.3 10.6 10.7 10.6 10.9 
Slovenia 13.9 13.6 14.1 14.0 14.5 15.0 14.8 14.7 14.6 14.3 
Spain 9.7 8.5 10.2 10.0 10.4 11.2 11.5 11.8 11.6 11.6 
Sweden 22.3 22.6 22.2 21.9 22.2 22.1 21.8 21.8 22.5 22.5 
United Kingdom 11.2 10.8 12.0 12.6 12.5 12.6 12.7 12.7 12.8 12.9 

Source: Eurostat 
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Appendix H: The evolution of the general public service, social protection and economic 
expenditures for the Member States (2008, 2017) - percentage of GDP  

 
Source: Eurostat 
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Appendix I: The evolution of current taxes on income and health and taxes on production and 
import for the Member States (2008, 2017) – percentage of GDP 

 
Source: Eurostat 
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Abstract 
 

Collect the programmed government revenues decisively influences the quality and quantity of 
public goods and services available to a population.  Romania and many countries failed to collect 
targeted revenue, therefore we consider that an evaluation of the factors which affect revenue 
collection efficiency is required in order to establish the most appropriate reform 
measures.  Factors such as the personnel's capacity to collect revenue, technology, the tax audit 
and the laws enforcement effect influence the dimension of the government revenues. The paper 
aims to highlight the efficiency of fiscal revenue collection in Romania in the period 2016-2018, in 
the context of the numerous challenges that tax administration goes through, which were generated 
by the low share of the fiscal revenues in GDP and by the difference between the incomes resulted 
from the realized taxes and the potential ones. 
 
Key words: governmental revenue, tax collection, tax reform measures. 
J.E.L. classification: H11, H21, H61 
 
 
1. Introduction 
 

Taxation and collection of fiscal revenues are indispensable activities for the existence and 
functioning of any government. The options regarding the accomplishment of these activities 
influence the consumption, the savings, but also the volume of the resources allocated to the 
activity sectors financed from the public budget. According to the European Commission, it is 
important that taxation is fair, easy and efficient both for state authorities as well as for companies 
and the population (European Commission, 2015). As noted by Daianu Daniel (2015), the 
efficiency of tax revenue collection, in Romania, is lower than in most member states of European 
Union . The problems of the Romanian fiscal administration related to the low index of the 
efficiency of collecting the most important fiscal revenues are revealed annually by the Fiscal 
Council. In recent years, steps have been taken to increase the efficiency of collection in order to 
reduce financial and time costs both for taxpayers, as well as for the administration by simplifying 
the procedures of using the online reporting service. The Government of Romania (2020) in order 
to increase the efficiency of collection, aims to improve the legal framework to streamline the 
activity of the administration and to improve the forecast and reporting of tax revenues. 

The analysis of the evolution of the achieved level and the proposed one of fiscal revenues 
resulted from various categories of taxes, in the period 2016-2018, in Romania, demonstrated that 
the efficiency of certain tax revenue collection (especially indirect taxes) is low. At the same time, 
following the important fiscal relaxation operated over the last years, the share of revenues out of 
the most relevant taxes in GDP decreased. 
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2. Literature review 
 
Any government wants to be able to collect all the tax revenue it deserves, the issue of 

improving revenue efficiency is current. Taxation policy is demonstrated by the level of taxation 
that impacts the collection level of the budget revenues and the tax evasion directly (Moldovan, 
2014). Assessing the efficiency of tax revenue collection is quantifiable and extremely useful for 
policy makers (Das-Gupta et al., 2016). According to Allan Ian (2008), an important tool in 
improving the efficiency of tax revenue collection is to reduce operational costs by introducing 
information and communication technology in tax administrations. Improving the administrative 
acts and procedures used to collect tax revenue increase the efficiency of tax revenue collection 
(Kaul and Conceição-coord., 2006). 

 
3. Research methodology 

 
The research was conducted through quantitative and qualitative methods and techniques. 

Therefore, statistical indicators of dynamics and structure were used in order to process statistical 
data and the comparative analysis was used in order to generate relevant conclusions for the topic 
dealth with.  
 
4. Analysis of the efficiency of VAT collection in Romania, in the period 2016-2018 
 

Romania ranked first among the member states of the European Union, in terms of the level of 
the fiscal gap, as a share of GDP, both in 2016 and in 2017, with a value of 35.5% in 2017 after a 
decrease of 0.6 percent, according to the report published by the Center for Social and Economic 
Research in 2019. 

The information available on the website of the Ministry of Public Finance regarding the VAT 
estimated and realized revenues in Romania highlights that the VAT revenues were not realized in 
the years 2016-2018 (figure no. 1). 
 

Figure no. 1. VAT estimated and realized revenues in Romania, in the period 2015-2018 (billion lei) 

 
Source: based on information available on the website of the Ministry of Public Finance (budget projects 
and budget executions) 

 
In 2016, the VAT revenues were lower than the initial program by about 660 million lei. The 

year 2016 marked the implementation of important fiscal relaxation measures, the standard VAT 
rate decreasing from 24% to 20%, and for certain deliveries of goods and services a reduced VAT 
rate of 9% or even 5% was applied in some cases. In implementing these measures, the Romanian 
rulers hoped to reduce tax evasion, following the reduction of the tax burden and to stimulate 
consumption. The reduction in VAT collection in the budget, generated by the reduction of tax 
rates, should have been offset by the corresponding increase in tax bases. The VAT revenues 
collected in December 2016 were approximately 20% lower than those collected in December 
2015. The situation was attributed to the postponement of fuel purchases by individuals and legal 
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entities who are believed to have expected a reduction in VAT from 20% to 19% and the 
elimination of the petrol excise tax, measures announced by the new government in early 2017. 

In 2017, the Fiscal Council, pointed out that reducing consumption taxation does not improve 
the internal and external competitiveness of products in the national economy, the VAT rate 
decreased from 20% to 19%. The unrealized VAT level was about 600 million lei, but according to 
the opinions expressed by experts, the situation was not going to improve. Analysing the 
implications of the long-term economic effects of the fiscal relaxation measures in the field of 
VAT, the Fiscal Council believes that, "the most likely scenario being a temporary increase in 
aggregate demand, not accompanied by a similar significant impact on the potential for long-term 
economic growth "(Fiscal Council, 2017, p. 54). 
The estimates regarding the VAT receipts, in 2018, were much higher than the level achieved as 
the VAT receipts were 7.58 billion lei below the level provided in the initial draft budget, given 
that, as stated in the Fiscal Council report for 2018, "the context in which the relevant 
macroeconomic basis for this budget aggregate (final consumption of households, excluding the 
self-consumption component and IFSLSG) registered an increase of 8.7%". Consequently, in 2018 
the forecasted level of VAT receipts was slightly overtaken (by 0.2 percentage points). 

In nominal terms, the revenues collected from VAT registered a slight increase in the period 
2016-2018, after decreasing by about 5.45 billion lei in 2016 compared to 2015 (figure no. 2). The 
fiscal revenues of the budget decreased in 2018 by approximately 10.19 billion lei in 2018, 
compared to 2017. Thus, the share of revenues collected from VAT increased in 2016 from 
approximately 38% to approximately 41% in 2018. 
 

Figure no. 2. The evolution of VAT revenues and fiscal revenues of the general consolidated budget in the 
period 2015-2018 

 
Source: based on information available on the website of the Ministry of Public Finance (budget 
execution) 

 
During the entire analyzed period, the share of VAT revenues in GDP registered a decreasing 

trend (from 8.1% in 2015 to 5.7% in 2018), however, the line is less inclined compared to the 
decreasing trend of the share of fiscal revenues of the general consolidated budget in GDP. 
 

Figure no. 3. The share of VAT revenues in GDP and the share of fiscal revenues of the general budget 
consolidated in GDP, in the period 2015-2018 

 
Source: based on information available on the website of the Ministry of Public Finance (budget 
execution) 
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Assessing the efficiency of VAT revenue collection through the ratio between the default tax 

rate and the weighted average tax rate, shows that during the period 2016-2018 there were no 
significant increases in revenue to indicate an improvement in collection. In 2018, Romania 
occupied the penultimate position in the group of the new EU member states from Central and 
Eastern Europe in a ranking made by the Fiscal Council (table no. 1). 
 

Table no. 1 Efficiency of taxation - VAT 
The 

country 
Weighted average VAT 

rate% 
Default tax rate% Tax efficiency index Position 

The 
year 

2016 2017 2018 2016 2017 2018 2016 2017 2018 2016 2017 2018 

BG 17,0 17,0 16,9 15,1 14,9 15,0 0,89 0,88 0,89 3 4 4 
CZ 18,8 18,8 18,8 15,8 16,2 16,1 0,84 0,86 0,86 5 5 5 
EE 18,6 18,6 18,60 17,7 18,1 18,2 0,95 0,97 0,98 1 1 3 
LV 19,5 19,5 19,3 13,5 13,4 14,1 0,69 0,69 0,73 9 9 8 
LT 19,2 19,3 19,2 12,2 12,5 12,5 0,63 0,65 0,65 10 10 10 
HU 21,8 20,7 19,9 18,7 19,1 20,0 0,86 0,92 1 4 3 2 
PL 17,1 17,3 17,1 12,4 13,3 14,0 0,72 0,77 0,82 6 6 6 
RO 14,6 14,1 14,5 10,3 9,9 10,2 0,71 0,70 0,70 8 8 9 
SL 16,4 16,3 15,9 15,4 15,6 16,1 0,94 0,96 1,02 2 2 1 
SK 17,1 17,1 17,3 12,2 12,7 12,9 0,71 0,74 0,75 7 7 7 
Source: Fiscal Council Annual Report, 2019 

 
In connection with this position, it should be noted that Romania recorded the lowest weighted 

average VAT rate (14.5% in 2018). On the other hand, the report of the Fiscal Council for 2017 
mentioned that this ranking is not fully relevant, because the high share of self-consumption in the 
rural population expenditures (which represents about 40% of the total population) and non-
taxation of products capitalized by agricultural producers influences the value of the fiscal 
efficiency index. Taking into account the above-mentioned aspects, the Fiscal Council states that 
the results obtained regarding the efficiency of the collection could be 7% - 10% higher than those 
presented in table no. 4. Even in these conditions, our country would be in the second half of the 
aforementioned ranking. 
 
5. Analysis of the efficiency of excise collection in Romania, in the period 2016-2018 
 

For Romania's general consolidated budget, excise duties represent the second tax with a 
significant impact on tax revenues (after value added tax),with a weight of about 20%.The 
collection of excise duties registered a negative performance, materialized in achievements lower 
than the estimates, in 2016 and 2018 (figure no.  4). 

Figure no. 4. Estimated and realized revenues from excise duties in Romania, in the period 2015-2018 
(billion lei) 

 
Source: based on information available on the website of the Ministry of Public Finance (budget projects 
and budget executions) 
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In 2016, the revenues collected from excise duties amounted to 26.96 billion lei (3.54% of 

GDP), representing about 98% of the estimates taken into account in substantiating the draft 
budget. The non-collection of all estimated excise revenues was due to the fiscal policy adopted by 
the companies, in the context of the announcement by the new government on the reduction of 
excise duties on energy products starting with January 1, 2017. Thus, both the reduction of the 
excise duty for alcoholic beverages by 30%, from about 1000 euro / hl pure alcohol to 
approximately 700 euro / hl pure alcohol, and the elimination from the taxation sphere of the 
category “other excisable products (coffee and luxury products)” would be offset by an increase in 
the level of excise duty on tobacco products by 4.5% and the introduction of non-harmonized 
excise duties on electronic cigarettes and heated tobacco products in the field of taxation. The 
efficiency of excise collection in 2016 can be considered low. 

In 2017, against the background of the increase of excise duties for gasoline and diesel and the 
significant advance of the relevant macroeconomic basis  the excise revenues exceeded by about 
553 million lei the estimated level taken into account when substantiating the draft budget. 

The performance of excise revenues deteriorated significantly during 2018, but the Fiscal 
Council appreciated that the much lower level of excise revenues compared to the revenue plan is 
also explained by the exaggerated optimism of the Ministry of Public Finance which aimed at a 
considerable increase in revenues due to the reintroduction of excise duty on fuels in September 
and October 2017. 

During the analyzed period, the share of excise duties in tax revenues increased, the trend being 
reversed compared to the share of excise revenues in GDP (figure no. 5). 

 
Figure no. 5. The share of excise revenues in the fiscal revenues of the general consolidated budget and 
the share of excise revenues in GDP, in the period 2015-2018 

 
Source: based on information available on the website of the Ministry of Public Finance (budget 
execution)  

 
In the context of the significant GDP growth in the period 2016-2018, mainly due to the 

increase in consumption, this evolution is an additional proof of the existing problems in the field 
of excise revenue collection. 
 
6. Analysis of the efficiency of collecting the salary and income tax in Romania, in the period 
2016-2018 
 

The objectives of the Romanian fiscal policy, in the period 2016-2018, aimed at reducing the 
tax burden of taxpayers and increasing the net income, the tax rates of salaries and incomes being 
used as fiscal levers to achieve these objectives. During the analyzed period, the efficiency of 
collecting income from payroll and income taxes was higher than that observed in the case of the 
main indirect taxes (figure no. 6). 
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Figure no. 6. Estimated and realized revenues from taxes on salaries and incomes in Romania, in the 
period 2015-2018 (billion lei) 

 
Source: based on information available on the website of the Ministry of Public Finance (budget projects 
and budget executions) 
 
In 2016, the level of income from taxes on salaries and income exceeded the initially scheduled 

level, due to the increase of 12.8% of the average gross salary in the economy, being much higher 
than the initial estimate of + 7.2% (Fiscal Council, 2017 ). However, despite the favorable 
economic context (characterized by increasing the number of jobs and increasing the average gross 
salary in the economy), revenues from taxes on salaries and revenues in 2016 compared to 2015 
increased very little, amid the implementation of fiscal policy measures that affected this category 
of budget revenues: decrease of the dividend tax rate to 5%, from 10%, the increase of the personal 
deductions benefited by the employees who realize gross incomes below the threshold of 3,000 lei, 
increasing the quotas of flat-rate expenses from 25% to 40% for disposable income and the 
increase of the monthly non-taxable amount taken into account when establishing the monthly 
taxable income from pensions.  

In 2017, receipts from payroll and income taxes increased, but the dynamics of these receipts 
was lower than the dynamics of the relevant tax base: gross salaries from national accounts, from 
which the social contributions paid by employees were deducted.  

In 2018, the receipts from payroll and income taxes registered a significant decrease (about 10 
percentage points), amid the reduction of the tax calculation base and the decrease of the tax rate 
from 16% to 10%. 

Compared to other countries in the group of new EU Member States in Central and Eastern 
Europe, the efficiency of taxation in the field of income is higher, but during the periods 2016-
2018, the efficiency index of taxation has worsened (table no. 2). 

 
Table no. 2 Tax efficiency - income tax 
The 

country 
Legal income tax 

rate% 
Default tax rate % Taxation efficiency 

index  
Position 

The 
year 

2016 2017 2018 2016 2017 2018 2016 2017 2018 2016 2017 2018 

BG 10,0 10,0 10,0 9,0 9,4 9,3 0,90 0,94 0,93 2 2 2 
CZ 15,0 15,0 15,0 9,5 9,7 10,1 0,63 0,65 0,67 7 7 6 
EE 20,0 20,0 20,0 16,8 16,4 15,3 0,84 0,82 0,76 4 3 4 
LV 23,0 23,0 23,0 16,8 17,9 14,3 0,73 0,78 0,62 6 5 8 
LT 15,0 15,0 15,0 11,7 11,3 11,9 0,78 0,75 0,79 5 6 3 
HU 15,0 15,0 15,0 15,7 15,6 15,2 1,05 1,04 1,01 1 1 1 
PL 25,0 25,0 25,0 15,5 15,7 16,1 0,62 0,63 0,64 8 8 7 
RO 16,0 16,0 10,0 13,7 13,0 7,0 0,85 0,81 0,70 3 4 5 
SL 27,0 27,0 27,0 14,2 13,9 14,2 0,52 0,51 0,52 10 10 10 
SK 22,0 22,0 22,0 12,4 12,3 12,7 0,56 0,56 0,58 9 9 9 
Source: Fiscal Council Annual Report, 2019 
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The share of revenues from salaries and taxes on revenues from the revenues of the general 

consolidated budget, as well as the share of revenues from taxes on salaries and revenues from 
GDP, in the period 2015-2018, decreased (figure no. 7). 
 

Figure no. 7. The share of income from payroll and income taxes in the fiscal revenues of the general 
consolidated budget and the share of income from taxes on salaries and incomes in GDP, in the period 
2015-2018 

 
Source: based on information available on the website of the Ministry of Public Finance (budget 
execution)  
 
Decreasing the share of income from taxes on wages and incomes in GDP, in the context of the 

significant advance of economic activities, accompanied by the accelerated growth of individuals' 
incomes, correlated with the accentuation of the budget deficit demonstrates the deficiencies of the 
Romanian state in the efficient administration of the fiscal policy measures. 
 
7. Analysis of the efficiency of profit tax collection in Romania, in the period 2016-2018 
 

In the period 2015-2018, extensive legislative changes were made regarding the income tax 
regime of Romanian companies. Income tax rate obtained by small and medium enterprises (3% in 
2015) was differentiated according to the number of employees. In 2016, the tax rate was applied 
as follows: 3% for companies without employees, 2% for companies with 1 employee and 1% for 
companies with at least 2 employees. In 2017, the number of tax rates was reduced to two: 1% for 
companies with employees and 3% for those without employees. Conditions related to the 
necessary capital capital small and medium enterprises in order to exercise the option regarding the 
payment of the income tax or the profit tax, they changed from the equivalent of 25,000 euros in 
2015 and 2016 to 45,000 lei starting with 2017. At the same time, starting with January 1, 2017, the 
companies that carried out activities in the tourism sector, restaurants and public catering and were 
taxpayers of income tax became payers of a specific tax, having the characteristics of a flat tax. The 
income ceiling that a small and medium-sized enterprise should not exceed, in order to maintain the 
income tax rate, has been increased from 65,000 euros in 2015 to 100,000 euros in 2016, in 2017 it 
was 500,000 euros, and in 2018 it became 1,000,000 euros. 

The major changes in the income tax regime of Romanian companies have also had important 
consequences on the receipts of the consolidated general budget. The share of income tax revenues 
in GDP decreased steadily in the period 2015-2018 (figure no. 8), due to the extension of the scope 
of income tax to micro-enterprises to the detriment of corporate income tax. 
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Figure no. 8. The share of income tax revenues in the fiscal revenues of the general consolidated budget 
and the share of income tax revenues in GDP, in the period 2015-2018 

 
Source: based on information available on the website of the Ministry of Public Finance (budget 
execution)  

 
The share of income tax revenues in the fiscal revenues of the general consolidated budget has 

increased, amid the increase in corporate tax revenues. According to the report of the Fiscal 
Council for 2016 "this development can be explained by the high elasticity of this budget aggregate 
according to the macroeconomic basis, respectively the gross operating surplus." 

With the exception of 2017, corporate tax revenues were higher than the initial estimates (figure 
no. 9). 
 

Figure no. 9. Estimated and realized revenues from the profit tax in Romania, in the period 2015-2018 
(billion lei) 

 
Source: based on information available on the website of the Ministry of Public Finance (budget projects 
and budget executions) 

 
According to the opinions expressed by the representatives of the Fiscal Council, favourable 

evolution of income tax revenues compared to estimates was determined by the increase of the 
profit tax paid by the commercial banks. Dynamics of income tax revenues paid by non-financial 
corporations was below nominal GDP dynamics (relevant macroeconomic basis), which indicates 
poor collection efficiency.  

In the period 2016-2018, in terms of income tax revenues, Romania is in the second half of the 
ranking in the group of new EU member states in Central and Eastern Europe (table no. 3). 
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Table no. 3 Tax efficiency - profit tax 
The 

country 
Standard income   

tax rate 
Default tax rate % Taxation efficiency 

index  
Position 

The 
year 

2016 2017 2018 2016 2017 2018 2016 2017 2018 2016 2017 2018 

BG 10,0 10,0 10,0 4,6 5,1 5,1 0,46 0,51 0,51 1 2 1 
CZ 19,0 19,0 19,0 7,0 7,1 7,0 0,37 0,38 0,37 2 3 3 
EE 20,0 20,0 20,0 4,4 4,0 5,3 0,22 0,20 0,26 10 10 8 
LV 15,0 15,0 15,0 4,5 3,7 3,4 0,30 0,27 0,17 5 8 10 
LT 15,0 15,0 15,0 3,4 3,5 3,3 0,24 0,22 0,23 8 9 9 
HU 19,0 19,0 19,0 6,0 5,2 3,8 0,31 0,58 0,42 4 1 2 
PL 19,0 19,0 19,0 4,4 4,7 5,2 0,23 0,25 0,27 9 6 7 
RO 16,0 16,0 16,0 4,4 3,9 4,5 0,27 0,24 0,28 6 7 5 
SL 17,0 19,0 19,0 4,3 4,8 5,2 0,26 0,25 0,27 7 5 6 
SK 22,0 21,0 21,0 7,0 7,2 6,5 0,32 0,34 0,31 3 4 4 

Source: Fiscal Council Annual Report, 2019 
 

According to estimates made by the Fiscal Council ‘the advance of the tax efficiency index in 
2018 was conjectural, it is expected to see a large reduction ". 

 
8. Conclusions 
 

Indirect taxes have a significant share in the formation of tax revenues in Romania. Over 60% 
of the budget's tax revenue is accounted for by VAT and excise duties. In these circumstances, the 
authorities should pay particular attention to ensuring a high level of fiscal efficiency for these two 
budget aggregates. The analysis reveals important deficiencies in the collection of value added tax 
and excise duties. Reduction of VAT rates from 2016-2017 (materialized by significant decreases 
in both legal rates and weighted average rates) did not lead to an improvement in collection 
efficiency and, implicitly, neither to an improvement of the payment compliance, so that Romania 
registers a very low VAT efficiency index in the field of VAT. In the period 2016-2018, VAT 
revenues were lower than estimated and the gap increased significantly in 2018. With regard to 
excise duties, there were no significant increases in revenue indicating an increase in collection 
efficiency, given the fact that the relevant macroeconomic base had a significant positive 
momentum. 

Low collection efficiency is also a problem in the case of payroll, income and profit taxes. The 
decrease in tax revenue received from the budget, generated by the fiscal easing measures adopted 
in the field of personal income taxation, should have been offset by the excess revenue collected by 
increasing the relevant tax base. Also, the dynamics of income tax revenues paid by non-financial 
corporations was below the nominal dynamics of GDP (relevant macroeconomic basis). The trend 
of extending the ceiling applied to income tax paying companies has accentuated the process of 
shifting taxation from profits to income, and the profit tax significantly lost its importance as a 
source of income for the Romanian consolidated general budget. 
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Abstract 
 

   In 2007 with Romania's accession to the European Union, the evolution of civil societies is a 
heritage or a main concern for the care and conditioning of the implementation of a new 
management in public institutions from Romania and the harmonization of the national legal 
framework with international accounting rules. Legislative modernization and the transition of 
quality management based on results obtained as the main objective eliminating bureaucracy of 
the public system and simplification of financing reporting methods by creating transparency and 
relevance information about them can be provided. An innovation solution to be able to control 
public institutions can be inspired by the administrative model in the countries of the European 
Union and Switzerland, but also in the private sector. The aim of this paper is to research the 
specialized literature, in order to identify the particularities of the accounting of public institutions 
and to highlight the degree of harmonization of the national legislation with the international 
accounting standards. 

 
Key words: public sector, financial reporting, accounting, public services 
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1. Introduction 
 
The main purpose of public institutions is to ensure social and political order and security, so 

they have higher priority in their implementation and can use efficient function and care systems to 
ensure good local organization. . At the moment in Romania, the public administration is possible 
for a reform of the administrative follow-ups regarding the progressive indicators of quantity and 
for the qualitative ones. Stages of modernization and the purpose of the traditional and normal 
combination are needed, which sediment the necessary local community, the elements of 
modernism corresponding to the international principles and standards for state care have adopted 
and are committed to implement them. In terms of economic security, the influence of globalization 
can be used to enable economic and financial activities, seeking to standardize global reporting. In 
the field of accounting, the phenomenon of internationalization can be achieved by ensuring the 
harmonization of care is a process of reconciling the different positions and one can observe a 
uniformity of them, when one can make an overlap, when one can see completely opposite of to 
another high country. 
 
2. Literature review 

 
Accounting is the activity by which persons who perform economic operations, measure, weigh, 

estimate, evaluate, manage and control the assets, liabilities and equity of an entity, and the results 
obtained through these operations and from the chronological and systematic recording of events, 
generate data important information on the financial position, financial performance and cash 
flows, information that is processed and published for use by various people. 
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Professor Ștefan I. Dumitrescu presents in the course “Elements and principles of accounting 
science” public accounting as follows: it can be stated that this type of accounting is not designed 
in order to highlight the results of the activity by sizing the profit, this being born in order to 
provide information about the revenues and expenditures that build up the public administration 
budget (Constantin E., 2005, p. 253). Public accounting reflects the record of operations within a 
public patrimony, this appeared as a consequence of the need to highlight the expenses of 
administration of cities, then of states. This branch of accounting was also known as chamber 
accounting, a notion used especially in German-occupied states, where all the financial 
management procedures were based on the usual operations and did not take into account the 
formation of assets. The beginning of chamber accounting divides specialists in two fields, namely: 
some who consider Mathias Puechberg as the father of this accounting, he published in 1772 a 
paper on his method of accounting being the head of accounting at the Chamber of the Imperial 
Court in Vienna, and others consider Professor Jung of Heidelberg to be the founder, who 
published his work in 1786. 

In our country, the Union of Romanian Principalities from 1859, was the starting point in the 
development of public accounting, and the first law on financial organization was to appear a year 
later with the vote on the Financial Regulation. 

As society was constantly changing, this regulation began to present certain deficiencies, 
inconsistent with the needs of the environment, and as a consequence in 1864 appears the General 
Accounting Law of the state which stated that "all income and expenses necessary to meet special 
services, established according to the laws, must be authorized for each year by an annual finance 
law and form the General State Budget "(Bistriceanu G., 1992, p. 236). The Great Union of 1918 
created a consolidated financial and fiscal system by merging public accounting, and the first 
unified budget presented by Finance Minister Nicolae Titulescu brings with it the fiscal reform of 
reunited Romania, based on the legislation of economically developed countries. This reform 
focuses on: 

 reducing expenses without influencing the quality of services provided; 
 establishing preventive control over public expenditures; 
 introduction of the global income tax; 
 ordering material and personnel expenses in 12 equal monthly installments. 
Economic and social progress has required measures to improve the forms of accounting as 

modern means of calculation are addressed, and the Ministry of Finance has supported this 
development by developing year-by-year instructions and methodological rules for implementing 
the legislative framework. 

Public institutions are represented by those units through which the state performs its Public 
institutions are represented by those administrative units through which the state fulfills its 
functions and prerogatives in the field of administration, in the sphere of socio-cultural actions, 
justice, criminal prosecution, defense of the country (Macriș M., 2009, p. 6). These can be of 
central importance such as the Parliament, the Presidential Administration, ministries and other 
central institutions, or local such as territorial, city or communal administrative units, county 
councils and public services under their subordination. The public financial resources available to 
the state through the components of the general consolidated budget are intended to finance the 
public sector, which is the main consumer of public funds, so the accounting of this sector must 
inform correctly, relevant and timely users of accounting information. 

The chart of accounts of public administrations includes budgetary accounts and general 
accounts, with particularities regarding their structure, but also with distinct operating rules. The 
budget accounts reflect the operations of revenue collection and payment of expenditure, but also 
of establishing the result of budget execution. The general accounts reflect transactions generated 
by assets and equity, but also by expenditure and revenue for the current budget year, which is 
similar to the calendar year, regardless of whether revenue has been collected and expenditure paid. 
Although public accounting is different from private accounting, they also have common points 
such as: they use the same models of accounting records, have the same legislative framework and 
deliberative body (Ministry of Public Finance) when preparing the balance sheet models and the 
structure of the budget execution account, the accounting is performed in double entry, the 
operations are recorded chronologically and systematically in the accounting, the total debit and 
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credit amounts are established but also the final balance of each account, the verification balance is 
drawn up monthly to determine the equality between the total debit and credit amounts and totaling 
account balances. In exceptional cases, deviations from the accounting principles may be made, 
they must be presented in the explanatory notes, together with the reasons that led to this decision 
and with a report in which the impact they have on the elements of assets, liabilities, but also on the 
financial position and the patrimonial result. 

The reform in the field of accounting of public institutions begins with the real and well-
understood correct recognition of expenditures, and a superficial application of accounting 
principles and rules leads to diminished transparency of operations, therefore it is necessary that the 
staff of the accounting department be highly trained. and extensive experience in the field. 
Transparency of accounting information exists only if decision-makers and the public are well 
informed about their financial implications. This is not always the case because financial reporting 
through financial means is often inadequate to social requirements. In this case, the government 
must support the independent audit of financial statements and budget execution to demonstrate 
how public money is used. 

In recent years, in our country, a number of changes have taken place in the public sector in 
order to improve the management of public institutions, showing that the objective of 
comparability of information can only be achieved through accounting harmonization, which 
makes institutions accountable in making every decision public. Starting from the idea of designing 
a standardized legislative framework, common to the public sector, IFAC has created a 
comprehensive harmonization program to design a set of accounting standards for this sector and 
has supported their application at all levels. At European level, there is a need for European 
standards, and the European Commission is putting this idea into practice through Eurostat, which 
aims at accounting harmonization between Member States, and a number of supporting documents 
on heritage assets, infrastructure assets are being discussed in the committee military assets, 
segment reporting, social benefits. 

The development of EPSAS is a complex process based on the IPSAS framework together with 
the particularities of the European legislative framework. The IPSAS framework is approached 
from three points of view, in terms of taking over within the standards, namely: standards that can 
be implemented with or without minor adaptations, standards that require adaptations before 
implementation and standards that need amendments for implementation (Adriana T. et al, 2017, 
p.4). 
 
3. Research methodology 
 

To highlight the evolution of financial reporting in the public sector, in developing this 
scientific research we approached the historical analysis by describing and fixing the events, in 
chronological order, which marked the evolutionary trend of the process of completing, 
transmitting and using financial statements. 

The research objectives set for this paper are the following: 
 identifying the need for local public administration research; 
 highlighting the particularities of public institutions' accounting; 
 analyzing the accounting principles applied in the public sector; 
 calculating and interpreting the results of the degree of harmonization with the international 

legislative framework; 
 explaining the need to reform the local public administration; 
The author Constantin Enachescu relates in his work "Treatise on the theory of scientific 

research" that ideas do not appear by chance and cannot arise from anything, having something that 
is at their origin, coming from a source and being intelligibly related to it (Constantin E., 2005, p. 
223). Starting from this teaching and analyzing the management system of methods, procedures 
and techniques used in the financial reporting activity, we used analysis and deduction as main 
research methods to achieve the proposed objectives and to draw conclusions. 
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4. Findings 
 
Reviewing the specialized literature, regarding the extent to which the Romanian 

legislation incorporated the provisions of IPSAS, we found that the Jaccard coefficients 
present the highest degree of confidence regarding the measurement of formal 
harmonization. The following formulas are used to calculate Jacard similarity and 
dissimilarity coefficients: 

 

 
where: 
𝑠𝑖𝑗−  this element expressed the Jaccard similarity coefficient, representing the degree to which 

the sets of regulations i and j are similar; 
𝐷𝑖𝑗 - this element expressed the Jaccard dissimilarity coefficient, representing the degree to 

which the sets of regulations i and j are different; 
a - this unknown expresses the number of elements found in both sets of regulations; 
b - this unknown expresses the number of elements that are found in the set of regulations j, but 

not in the set of regulations i; 
c - this unknown expresses the number of elements that are found in the set of regulations i, but 

not in the set of regulations j. 
The Jaccard similarity and dissimilarity coefficients are complementary, the sum of their value 

being equal to 1. Within the determination of these coefficients, national and international 
regulations were analyzed, such as: Order of the Ministry of Public Finance no. 1917/2005, the 
Chart of accounts for public institutions in Romania, Law no. 500/2002 on public finances with 
subsequent amendments and completions, IPSAS 1 (Presentation of financial statements), IPSAS 2 
(Statements of cash flows), IPSAS 3 (Accounting policies, changes in accounting estimates and 
errors) and IPSAS 10 (Financial reporting in hyperinflationary economies). 

 
Table no. 1 Analysis of national and international legislation on formal harmonization 

Standard Number of items sij  
 

Dij  
 Usual Analyzed 

IPSAS 1  46  102  0,451  0,549  
IPSAS 2  1  24  0,042  0,958  
IPSAS 3  7  17  0,412  0,588  
IPSAS 10  3  6  0,500  0,500  
TOTAL  57  149  0,382  0,618  

Source: Tudor A.T., Romanian public institutions financial statements on the way of harmonization with 
IPSAS, Accounting and management information systems, vol. 9, no.3, 2010, p. 422. 

 
The table above shows the degree of formal harmonization between the Romanian accounting 

regulations regarding the public sector and the international accounting standards. Analyzing the 
figures in the table, we notice that between IPSAS 1 and the regulations of our country there is a 
degree of similarity of 45.1%, being identified 46 common elements that refer to the notions in the 
definition, for the purpose of the financial statements regarding the formation of information about 
the elements of assets, liabilities, income, expenses or cash flows. Both Romanian and European 
regulations provide for the obligation to present data on financial position, financial performance, 
changes in the situation of net assets and cash flows and the preparation of explanatory notes that 
include a summary of accounting policies. For IPSAS 2, the similarity ratio is 4.2%, the common 
element of the two pieces of legislation is the obligation to present cash flows classified by 
operating, investing and financing activities. IPSAS 3 has a similarity coefficient of 41.2%, having 
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as common elements the definition of accounting policies and the situations in which their 
modification is allowed, but also a set of regulations referring to the quality of accounting 
information, it must be independent, relevant to users and complete. IPSAS 10 presents the highest 
degree of similarity among all the analyzed standards, although Romania is not part of the category 
of countries with hyperinflationary economy. The common elements between the two laws, which 
regulate the accounting activity in the public sector, refer to the definition of the book value of an 
asset, a debt and non-monetary elements. 

 
5. Conclusions 

 
Researching the literature in Romania, we can say that the public sector is not subject to literary 

analysis as detailed as the private sector, but lately there is an upward trend in terms of interest in 
the public sector. In this scientific approach, we approached as the main research topic financial 
reporting in public institutions. Analyzing the current state of knowledge we noticed that about two 
thirds of the studied articles are published in internationally recognized journals, journals belonging 
to the fields of accounting, economics, management, financial audit, public finance and public 
administration. In conclusion, it can be stated that knowledge of financial position and performance 
is an ongoing need for users of accounting information, representing the most important objective 
of accounting information provided by the financial reporting of the public system.  

The financial statements to be prepared by public sector units must be adapted to the 
requirements of civil society, be able to provide the necessary information to the various categories 
of users and develop mechanisms for analyzing this information. In the case of the public sector, 
great emphasis is placed on the result of equity because they express the capital surplus or deficit, 
which is determined by each source of financing and the total, being calculated as the difference 
between revenues in the current financial year and expenditures in the same period.  

The result of the patrimony, according to the legislation in force, is determined on the basis of 
the employment accounting, and the result of the budget execution is determined on account of the 
liquidity accounting principle, which realizes a situation of budgetary revenues and payments made 
from budgetary credits uncollected in the current financial year will influence the budget 
executions in the coming years in which they will be collected. The way in which the company 
evolves both socially and economically has forced the public sector to implement a new 
management system, which takes advantage of technical and IT opportunities and deepens the 
problems related to the formalization of a methodology for analyzing the financial statements in 
this taking the example of the private sector where economic and financial information is used and 
exploited to its full potential, responding to the needs of different categories of users. 

 
6. References 

 
• Bistriceanu, Ghe., 1992. General Finance, vol.I, U.R.A. Bucharest: Publishing House, p. 236. 
• Brusca, I., Gomez, V., M., Montesinos, V., 2016. Public financial management reforms: The role of 

IPSAS Latin – America. Public Administration and development, vol. 36, no.1, pp. 51 – 64.  
• Enăchescu, C., 2005. Treatise on the theory of scientific research. Iasi: Polirom Publishing House, p. 

223. 
• Măcriș M., 2009. Accounting of public institutions, Petroșani, p. 6. 
• Tiron-Tudor, A., Crișan, A., 2017. IPSAS Elements found in the Romanian accounting  regulations 

for the public sector - Formal harmonization. Expertise and business audit, no. 34, p.4. 
• Tudor A.T., 2010. Romanian public institutions financial statements on the way of harmonization with 

IPSAS. Accounting and management information systems, vol. 9, no.3, p. 422. 
• Law no. 500/2002 on public finances, published in the Official Gazette no. 597 / 13.08.2002, with 

subsequent amendments and completions. 
 
 
  

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

897



Corporate Governance in Romania:  
Academic Literature Review and Research Perspectives 

 
 

Delia Deliu 
West University of Timişoara, Faculty of Economics and Business Administration, 

Romania 
delia.deliu@e-uvt.ro   

 
 

Abstract 
 

Corporate governance, comprising an environment of confidence, integrity, ethical values and 
trust, respectively a synergic exertion of all the actors involved, has become a pivotal concept, vital 
to most companies. Corporate governance in Romania advanced from the centralized model in 
the early 1990s, to the market economy-based model, concerning not only the respect for the rule 
of law, but also social economy and inclusive sustainability. This paper proposes a theoretical 
approach of the corporate governance framework in Romania. The research establishes the 
importance of good practices for ensuring effective corporate governance, the results pointing out 
some pitches for improving the Romanian legal framework in the corporate governance field, as 
well as provide a useful standpoint in comprehending the complex conversion of legislation and 
research, thus developing the existing literature on accounting and corporate finance. Finally, 
specific areas for future research in relation to corporate governance in Romania are suggested. 

 
Key words: effective corporate governance; good practices; research perspectives 
J.E.L. classification: G34; G30; M40 
 
 
1. Introduction 

 
The concept of governance is not a new-fangled one, but currently one can perceive notions 

such as qualitative organizational governance or effective governance more recurrently.  
The term corporate governance was first coined by Tricker (1984), while eight years later, the 

Cadbury Report (1992) gave it impetus, as did following reviews of corporate governance best 
practice. The pillars the principles of good corporate governance are based on, consistent with the 
Cadbury Report, are integrity – through which the interests of all users and social responsibility are 
taken into account, transparency – which offers openness and is a prerequisite for performance and 
efficiency, respectively accountability – which facilitates the development of written and 
formalized operational procedures through the internal control system, as well as through audit. 

Essentially, corporate governance – or, as defined in ISO FDIS 26000 (2010) – “organizational 
governance”, is “the system by which an organization makes and implements decisions in pursuit 
of its objectives”. Simply put, “governance” means: the process of decision-making and the process 
by which decisions are implemented (or not implemented). And according to ISO FDIS 26000, it is 
“the most crucial factor in enabling an organization to take responsibility for the impact of its 
decision and activities and to integrate social responsibility throughout the organization and its 
relationships”. 

As stated by OECD (2010), on the other hand, corporate governance finds its correspondent in 
the system that ensures a fair and reasonable treatment for investors or more broadly, for society as 
a whole. Since each country is located in different regions, the cultural features of different nations 
can influence the practices of business – in general and of corporate governance practices – in 
particular.  

More attention should be focused on the practical aspects of the corporate governance and its 
run-through in real business environment, since these particular aspects need to be studied closely. 
Within an economic entity, regardless of its form of organization (public or private), different 
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interests are manifested between managers and other stakeholders. In this context, corporate 
governance deals with how – through the equitable distribution of rights and responsibilities among 
all stakeholders – this multitude of interests can be harmonized in order to streamline all activities.  

Thus, in order to understand (and, at the same time, to implement!) good practices relating to an 
effective corporate governance, approaching the main theories underlying the concept of corporate 
governance, namely systems for quantifying corporate governance, its purpose and determinants, is 
a vital process. 

Recently, one can notice that deep crises – either the financial crisis of 2007 or the current crisis 
caused by the new Coronavirus pandemic (CoVid-19) – which can, for example, cause the collapse 
and fraud of multinational companies, increase the concern for both good practices regarding 
corporate governance, as well as concern about regulations regarding the accuracy of reported 
information. As a result of major financial scandals, corporate governance and corporate 
accounting have become key areas of modern management, representing a basic concern for 
investors, managers, bankers, accountants, auditors, financial markets, including government 
bodies. 

Like any extremely paradigmatic concept, in its evolution, corporate governance had specific 
connotations for each stage of its development, in which the environment, level of development or 
specific culture to each country, economy or entity has left its mark.  

Hence, the literature attributes a wide variety of connotations to corporate governance.  
Henceforth, aware of the importance of corporate governance for the sustainable development 

of an entity and, implicitly, of an economy, at international, community and national level, 
numerous theoretical and empirical studies and papers have been developed that have focused on 
addressing different segments or areas of manifestation (developed or emerging countries) or other 
aspects specific to the analysed concept (principles, axes, responsibilities, indicators, contributions 
and other aspects).  

This paper provides an overview of corporate governance, with precise highpoints on 
governance research with a Romanian perspective. The paper starts by investigating various 
definitions of corporate governance. Various theories applied in prior empirical international 
research are discussed, this being followed by a summary of prior empirical Romanian research. 
The research aims to encourage Romanian researchers to consider obtaining a more comprehensive 
view of prior corporate governance research, in order to focus, further on, on specific issues 
regarding corporate governance, especially in the context of a sensitive socio-economic 
environment. 

This qualitative research starts from the assumption that, based on the regional performed 
literature review, an eloquent conclusion can be drawn in order to anticipate the trends regarding 
corporate governance in Romania for the years 2020-2021. 
 
2. Literature review 

 
2.1.  The concept of corporate governance in the international specialty literature 

Multiple valences have been attributed, over time, to the concept of corporate governance. Most 
often, however, the notion is used to define the actions and operations necessary for the overall 
management, running or administration of an entity, as well as for its ownership or control in order 
to achieve its objectives. Thus, as early as 1932, Berle & Means (1932) highlighted one of the 
initial dimensions of the concept, since, starting from the importance of the governing processes of 
an entity, they showed that the new concept defines the processes of regulating the behaviour of 
leaders, as well as designing the rules that make up the managerial game. 

Discussions on corporate governance and its importance in corporations, thus, began in the 
American academic world, and only later, in Europe.  

In line with the principles set out by the Organisation for Economic Co-operation and 
Development (O.E.C.D.), corporate governance involves a set of “relationships between a 
company’s management, its board, its shareholders and other stakeholders”. Therefore, it can be 
defined as a system that ensures a fair and reasonable treatment for investors or more broadly, for 
society as a whole. 
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Although shareholders play a key role in a company's life, it must also take into account the 
multiple interests of other actors in the life of the company, including creditors, customers, 
suppliers, employees and the local community, as both Ardalan (2007) points out, as well as Wei & 
Geng (2008) and, later on, Messabia & Elbekkali (2010). 

Consequently, one can note how the quality of corporate governance is influenced by the 
shareholding structure, the level of protection and a proper balance of the of majority and minority 
shareholders, the decision-making power of the board of directors, accounting policies applied to 
prepare financial statements (Rao et al., 2012), including their compliance with the International 
Accounting Standards (Talamo, 2011). Although there is a permanent conflict and a close 
interdependence between the long-term and short-term interests of a corporation, respectively (Lin-
Hi & Blumberg, 2011), an economic entity that is balanced and well-run maintains good 
relationships with all stakeholders (Talaulicar, 2010). 

The concept of corporate governance or organizational governance, as defined by ISO FDIS 
26000, includes the way an entity is run, representing the system through which an organization 
adopts and implements the decisions necessary to achieve its objectives. In other words, the term 
“governance” equals the decision-making process, as well as the procedures by which they are 
implemented, as Crowther & Seifi (2011) point out. Corporate governance can also be defined as a 
structure used to determine the responsibility and authority of the various groups involved in the 
operation of the organization, or as a system of rules and practices by which managers and owners 
become responsible for the performance that society expects from an entity (Haspeslagh, 2010).  

On the other hand, as evidenced for the first time in the Romanian specialty literature, good 
corporate governance increases trust in the entity, reduces the cost of capital and determines a more 
efficient use of information, material, financial and human resources (Tabără & Ungureanu, 2012). 

Reducing the conflict between an entity's managers and its shareholders leads to a significant 
increase in profit (Holder-Webb et al., 2008). Hence, firms that perform well (either by having an 
increased value for the Return on Equity, or a high Asset Turnover Ratio) are able to obtain loans 
at a lower cost, as they receive financing resources more easily because they are able to pay their 
debts on time (Shan & Xu, 2012; Abor, 2007). 

International specialty literature points, accordingly, an all-encompassing selection of inferences 
to corporate governance.  

On one hand, corporate governance was initially seen as the system through which entities are 
governed and controlled, respectively, both the system of management and control of activities 
carried out by an entity to protect the interests of all stakeholders, and the set of rules, principles 
and methods imposed to achieve the pursued objectives (Cadbury, 1992). Four years later, 
Bengoechea (1996) considers that corporate governance finds its counterpart in the mechanism 
governing shareholders' rights, board’s responsibilities, but also in the way they are guided and 
controlled, while later, Shleifer & Vishny (1997) point out that the focus is in fact on “the means by 
which investors ensure that they will receive the expected benefits from the investments they have 
made”. Deakin & Hughes (2002) consider that good governance is where the parties receive what 
they reasonably want, while poor governance is when the results obtained are below expectations. 

On the other hand, some researchers consider that the definition of corporate governance should 
highlight the set of rules and principles that govern the conduct of shareholders and directors of the 
company, establishing the obligations and responsibilities of minority shareholders. Amato et al. 
(2009) depict that corporate governance refers to the way in which the rights and obligations of 
different stakeholders of a particular company are distributed. Alternatively, corporate governance 
can be seen as the mechanism by which the value created by entities in society is directed and 
distributed equitably; in this sense, Crowther & Seifi (2011) start from looking at it as a “decision-
making process and the procedures through which they are implemented”, respectively, as a 
“system through which an entity takes and puts in place implementation of the decisions taken in 
order to achieve the objectives pursued”. In unison, Sifuna (2012) postulates: corporate governance 
refers strictly to that system of laws and approaches by which corporations are governed and 
controlled, which emphasizes internal and external structures in order to monitor the actions of 
management and directors, and hence, on reducing the risks that may affect inappropriate 
behaviours. 
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Nevertheless, it seems the concept of corporate governance is considered deeply situated within 
the sphere of agency theory (Jensen & Meckling, 1976; Shleifer & Vishny, 1997; Nakpodia & 
Adegbite, 2018). 

From the comparative analysis of the approaches presented through the aspects and elements 
highlighted in the international literature, it can be considered that corporate governance delineates 
a series of convergences and divergences, symmetries and asymmetries, especially in terms of 
cognitive valences attributed to this concept. In relation to the act of ensuring the management or 
control of an entity, corporate governance incubates much broader connotations. On one hand, it 
refers to the system of management and control of the activities of an entity, in order to protect the 
interests of all stakeholders, while, on the other hand, it indicates and defines the set of rules, 
principles, methods and customs imposed by the achievement of the intended objectives. 

Concluding, the concept of corporate governance has been restricted, over time, to a few basic 
features, such as regulatory enforcement, economic rationalism, materialism, wealth, and power 
transfer to wealthy shareholders who can appoint and control directors, managers, and auditors, 
respectively aspects regarding self-interest behaviour, ethics and the needs of stakeholders. 

 
2.2.  Problems raised within Romanian literature review 

The concept of corporate governance appeared in Romania at the beginning of 2000, with a 
certain delay compared to other European states. This phenomenon is explained by the difficulties 
encountered in the line of political, legal, economic and social reform in Romania. However, the 
quality of corporate governance in Romania has increased in recent years, with transparency and 
accountability becoming essential pillars for any company. 

Thus, Romanian researchers, although with less experience in the field of corporate governance, 
have also contributed to defining the concept.  

Hence, most research focuses on the rules according to which entities are led and controlled, as 
a result of norms, practices, traditions and behavioural models, developed by legislative systems. In 
this context, Feleagă & Vasile (2006) considers that through corporate governance managers are 
legitimate to “sign contracts, buy, sell, decide on the execution of financial operations, hire and 
dismiss employees, etc.”. 

In the same framework, Ghiță (2008) defines governance as “the overall management of the 
entire organization by accepting all internal components, which work together, but which will 
ultimately be integrated into the management and implementation of risk management within the 
organization, as well as financial and management systems, internal control, including internal 
audit”.  

Corporate governance has been a concept that has preoccupied the accounting profession in 
Romania more and more in the last 15 years. Analysing the definitions of this concept the first 
clues on the complexity, but also on the implications it may have within organizations can be 
identified. Subsequently, it was seen as a set of “rules of the game” by which companies are 
managed internally and supervised by the Board of Directors, in order to protect the interests of all 
parties involved (Feleagă et al., 2011). This definition focuses on the distribution of rights and 
responsibilities between different participants in a company and specifies the rules and procedures 
for making correct decisions for the entity. In this way, corporate governance provides the structure 
through which a company's objectives and the means to achieve them are established, as well as 
performance monitoring. 

Another more recent definition presents governance as “the way in which capital providers 
ensure that they will receive remuneration for the investment made”, referring to the way in which 
companies are credibly committed to return the funds offered by investors and to attract further 
funding (Dragomir, 2012). 

Emerging economies have begun to be considered in recent years the engine of global economic 
growth, and a consequence was the need to implement codes of good practice in business in order 
to increase the attractiveness of investors, but also to align with the requirements of institutions 
(Gîrbină et al., 2012). 

Among the factors that generate difficulties in implementing governance principles from 
developed countries at the level of emerging countries the following must be emphasized: informal 
institutions, poor execution, poor audit quality, and a greater need for knowledge than 
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independence. In the same direction - the importance of the local environment, it is mentioned that 
there is no single model of governance. Each structure is unique and, as a consequence, the model 
it will implement will be influenced by the particularities of the company (Răileanu et al., 2011). 

As both public and private entities pursue efficiency and profitability, job creation, 
competitiveness in domestic and foreign markets, these are the reasons why the adequate disclosure 
of corporate governance information is a powerful tool for monitoring management and influencing 
corporate behaviour (Morariu & Stoian, 2006). Thus, strengthening corporate governance practices 
is an essential part of the process of creating the necessary climate for investment and economic 
development. However, as Fülöp (2012) notices, Romania is still at the beginning of the road in 
terms of understanding and applying the principles of transparency. 

Following the study conducted by Ionescu et al. (2015), it seems that the general perception of 
professional accountants and other practicians regarding the implementation of the corporate 
governance code at the level of each company, regardless of its size, is, indeed, beneficial for the 
company, because it provides the guarantee of efficient management, ensures the transparency of 
the transactions carried out, as well as points out an efficient control system, a superior quality of 
the presentation of the annual financial reports and a certainty that the interests of the investors and 
of other interested parties are protected. 

The following table summarizes the most relevant and cited studies in the Romanian specialty 
literature that highlight particular aspects of corporate governance in Romania. Therefore, prior 
corporate governance research is briefly reviewed from a Romanian perspective – the theoretical 
perspectives adopted, the governance mechanisms studied, the methodologies applied, the issues 
and particular contexts being considered. 

Analysing the depictions in the Romanian specialty literature, it can be concluded that corporate 
governance, according to Romanian researchers, delineates the system that sums up all the 
structures and processes regarding the management and control of companies, as well as the 
relationships between them and other stakeholders. 

 
3. Research methodology 

 
This study seeks to explore the degree to which the key concepts, principles and techniques 

typical to corporate governance are spread and enabled in the Romanian specialty literature by 
performing a literature review. The research methodology used, the observation, was based mainly 
on the analysis of the most relevant and cited Romanian scientific papers.  

Since this paper’s purpose is to assess research trends in Romania, in comparison with the ones 
depicted from the international specialty literature, research methodology was fundamentally based 
on non-participating observation.  

Therefore, the research required both a qualitative approach, enlightened by the fact that the 
research has prerequisite interpretations, clarifications, explanations and deep understanding of the 
analysed phenomena.  
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Table no. 1. Identifying and positioning the approaches to the concept of corporate governance in the Romanian specialty literature – a non-exhaustive approach 
 

No 

Researchers 
(papers – in 
chronologic

al order) 

Method 
 Issue researched Research results 

1 
Feleagă & 
Vasile 
(2006a) 

M5 • comparison between the classical and modern corporate governance 
experiences. 

• a grounded study of governance is required with major implications, in which both 
conceptual and practical aspects should be targeted. 

2 Feleagă 
(2006) 

M5 • the degree to which the effectiveness of companies has been influenced by 
institutional investors. 

• it is probable that the form of share capitalism, which has spread to the Anglo-Saxon 
countries, will not apply in the rest of the world but in its diverse models, with strong 
national differences and particularities. 

3 
Morariu & 
Stoian 
(2006) 

M5 • identifying the constitutive elements of the corporate management vs 
corporate governance. 

• information disclosure is the most powerful tool for monitoring management and 
influencing corporate behaviour. 

4 
Dobroțean
u et al. 
(2009) 

M3 • comparison between the different corporate governance frameworks (UK 
vs US vs Romania). 

• BSE’s CCG was formulated by drawing up characteristics from both systems, with a 
strong preference for UK best practice; it is to be seen in the future whether such an option 
proves to be a viable one for Romanian companies and national particular circumstances. 

5 
Feleagă et 
al.  
(2011)  

M2, M4 • analysing the principles of corporate governance implemented by 
companies from emerging countries, where competitiveness in today’s 
global economy is more difficult 
the case of Romania serves the purpose of demonstrating that functioning 
market rules need to exist prior to the implementation of corporate 
governance codes, which would otherwise fail in their purpose of insuring 
accountability. 

• most sample companies do not meet the recommendations of the BSE’s CCG regarding 
the independence of directors and audit committee members; 
• in addition, for most of the Romanian companies in our sample, the degree of 
transparency is much lower than that of other European companies. 

6 
Manolescu 
et al.  
(2011)  

M4 • assessing the implementation of relevant regulations by investigating the 
opinions of the Romanian public interest entities regarding the forms of 
control/audit applied in these entities.   

• in Romanian companies of public interest (state-owned companies, entities listed on the 
BSE, credit institutions, non-banking financial institutions) there is a lack of concern 
regarding the internal control activity;  
• Romanian entities are not aware that a quality internal audit brings added-value.  

7 Răileanu et 
al. (2011) 

M4 • investigating who is responsible for implementing an appropriate system 
of corporate governance and how can the current level of corporate 
governance in Romania be assessed; 
• outlining the main obstacles that Romanian companies face in terms of 
corporate governance, respectively the existence of a governance model 
that, through its qualities, has proven to be better than the others. 

• the 2008 economic and financial crisis has highlighted the benefits of implementing an 
adapted system of corporate governance, despite the additional required costs. 

8 Ienciu 
(2012)  

M4 • identifying the existence of certain associations between the characteristics 
of corporate governance and the existence of environmental reporting in the 
case of the Romanian companies listed on BSE;  
• examining the relationship between corporate governance characteristics 
and the extent of environmental reporting. 

• the size and structure of the board, the independence of the board and board size have a 
significant relationship with environmental reporting as far as Romanian listed companies 
are concerned. 

9 Fülöp 
(2012) 

M4 • examining  the  role  of  effective  corporate  governance  and application 
of the principle of transparency by Romanian entities. 

• BSE’s CCG should be revised as there are a few recommendations and provisions that 
are not in line with the national law. 

10 Matiș et al.  
(2012)  

M4 • the empirical analysis focuses on developing a corporate governance 
disclosure index for companies listed on the BSE, also looking at similar 
studies in literature and further considering potential determinants of the 
disclosure index.  

• not all companies listed on the BSE meet minimum standards of transparency. 

11 Dragomir 
(2012) 

M5 • corporate governance as a puzzle / exploring the multi-dimensional 
character of corporate governance from all actors’ perspectives: the 
managers, the regulators, the academia, but mostly for those gathered under 
the comprehensive notion of “stakeholders”. 

• a number of key trends has fuelled the Global Reporting Initiative’s swift progress: 
expanding globalisation; the search for new forms of governance; reform of the corporate 
governance in the light of the stakeholder theory. 

12 Gîrbină et 
al. (2012) 

M3, M4 • assessing the level of implementation of good corporate governance 
disclosure practices by listed companies in Romania, with an in-depth 

• the difficulty of “exporting” good practices from developed to emerging economies 
makes it mandatory that corporate governance disclosures are country and firm-specific 
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consideration of the institutional factors characterizing the environment of 
this country. 

(depending on the institutional factors affecting each case). 

13 
Mănoiu et 
al. 
(2015)  

M3, M4 • analysing the compliance of Romanian listed companies with BSE’s CGC. • most of the observed companies made a step forward in what concerns corporate 
governance principles, although there were cases where the statements made over the 
studied period contained inconsistencies. 

14 
Ionescu et 
al.  
(2015)  

M4 • describing the practitioners’ perception regarding the need of applying 
corporate governance code for listed companies so as for other companies, 
irrespective of their size, as well as highlighting key factors responsible for 
playing an important role in the management of a company. 

• the quantitative analysis performed emphasized the importance of ethical principles 
imposed by the corporate governance code on transparency, financial reporting, control 
and risk management, both for listed companies and for other companies, irrespective of 
their size, the study being conducted on a sample of companies in Romania.  

15 Gherghina  
(2015)  

M4 • assessing corporate governance by the instrumentality of ratings for a 
sample of 68 companies listed on the BSE over the year 2011. 

• the existence of a close correlation between the size of the Board of Directors and the 
number of non-executive directors in a company. 

16 Beleiu et al.  
(2015)  

M4 • exploring corporate governance approaches, governance indicators and 
effects of the governance on GDP in order to effectively analyse governance 
at country level. 

• identifying existing dysfunctions and outlining  possible approaches in order to elaborate 
better governance policies in Romania. 

17 
Dumitrașcu 
et al.  
(2015)  

M4 • analysing the principles of corporate governance in state-owned companies 
(given that most studies up to date focused on listed companies). 

• lack of implementation of governance principles corporate governance in state-owned 
companies reflects on financial losses, also impacting private sector companies. 

18 Tofan et al. 
(2015) 

M5, M4 • presenting a theoretical approach on the process of the development of the 
corporate governance framework in Romania, pointing out the progress that 
has been done and also the aspects that still need to be improved. 

• Romania has made significant progress in corporate governance during the last two 
decades, although a number of issues remain (e.g.: although focusing on risk, audit, and 
other matters have been established by law but, in many cases, have not played their part 
because of a compliance-oriented business culture). 

19 
Stanciu & 
Caratas 
(2015) 

M5 • the authors performed an analysis of the manner in which the OECD 
principles and other governance settlements are respected in some of the top 
Romanian banks 

• the research emphasized some gaps in the Romanian regulation and the need to improve 
corporate governance implementations. The authors’ contribution consists in highlighting 
those regulatory requirements that should be improved in order to increase the 
effectiveness of corporate governance in Romanian financial institutions. 

20 Deliu 
(2019a) 

M4 • measuring the level of bank corporate governance in Romania, by 
analysing the corporate governance quality and effectiveness in the main 
Romanian banks that are listed on BSE. 

• the scrutinized banks have a noteworthy awareness in the implementation of the key 
elements of corporate governance. 

21 Deliu 
(2019b) 

M5 • investigating the existing debates on issues related to corporate 
governance, identify its main key pillars’ weaknesses and deficiencies; 
providing a critical observation on how the financial crisis affects the 
corporate governance soundness and effectiveness. 

• four key areas for urgent action were identified: corporate risk management, pay and 
bonuses, the performance of board directors, and the need for shareholders to be more 
proactive in their role as owners (especially in an imminent sensitive socio-economic 
context). 

22 Tofan & 
Cigu (2020) 

M5, M4 • proposing a theoretical approach of the corporate governance legal 
framework in Romania, in terms of its evolution and its impact throughout 
implementation, as well as the status of its functioning today. 

• the results of the research point out some proposals for improving the Romanian legal 
framework in the corporate governance field. 

23 Deliu 
(2020) 

M4 •  seeking to give emphasis to the current state of corporate governance in 
Romanian regulatory framework and the quality of corporate governance 
culture in Romanian banks that are listed on Bucharest Stock Exchange 
(BSE); 
• performing an investigation of the mode in which the principles enforced 
by the OECD are respected in four top Romanian banks. 

• weaknesses, respectively corporate governance issues that require efforts for revision, 
enhancing and improvement, were identified. 
- . 

* where Methods: 
M1 = Literature review 
M2 = Case/Field study/(Critical in-depths) interviews 
M3 = Content analysis/Historical analysis 
M4 = Survey (of annual reports)/Questionnaire/Other empirical research 
M5 = Commentary/Normative/Policy/Other conceptual 

 
Source: own projection 

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

904



4. Findings 
 
4.1. Results and discussion 

The table above served to exemplify the great variety in Romanian corporate governance research, 
in terms of theories explored, corporate governance mechanisms studied and methodologies adopted. 
The more traditional agency theory approach is illustrated by the work of Feleagă (Feleagă, 2006; 
Feleagă & Vasile, 2006; Dumitraşcu & Feleagă, 2015; Feleagă et al., 2011). Corporate governance also 
lends itself to qualitative research methods including Case/Field studies/Critical in-depths interviews 
(Feleagă et al., 2011), as well as Content analysis/Historical analysis (Dobroțeanu et al., 2009; Gîrbină 
et al., 2012; Mănoiu et al., 2015), along with methods based on Commentaries/Normative 
aspects/Other conceptual approaches (Feleagă, 2006; Feleagă & Vasile, 2006; Morariu & Stoian, 
2006; Dragomir, 2012; Tofan et al., 2015; Stanciu & Caratas, 2015; Deliu, 2019b; Tofan & Cigu, 
2020). Annual reports, with their extensive corporate governance disclosures, also provide a research 
opportunity through Survey (of annual reports)/Questionnaire/Other empirical research (Feleagă et al., 
2011; Manolescu et al., 2011; Răileanu et al., 2011; Ienciu, 2012; Fülöp, 2012; Matiş et al., 2012; 
Gîrbină et al., 2012; Mănoiu et al., 2015; Ionescu et al., 2015; Gherghina, 2015; Beleiu et al., 2015; 
Dumitraşcu et al., 2015; Tofan et al., 2015; Deliu, 2020). Most of the papers pointed to opportunities 
for further research. 

A series of studies conducted on listed Romanian companies focus mainly on corporate governance 
practices, respectively on the manner and transparency in information disclosure (Caloian, 2013; Deliu, 
2019a; Deliu, 2019b; Deliu, 2020). Most researches attempted to measure the degree to which the 
banks listed on the Bucharest Stock Exchange (BSE) comply with the principles and provisions of the 
Code of Corporate Governance (CCG) issued by the BSE regarding the: Responsibilities of the 
Board (either the Board of Directors – in a one-tier system, either the 
Supervisory/Management Board – in a two-tier system) vs. the responsibilities of the 
executive management; Reliability and efficiency of the risk management system and internal 
control system; Fair rewards and motivation of the members of the Board; respectively the 
Added value created through the relationship with the current and potential investors.  
 
4.2. Suggestions for future research 

The implementation of corporate governance in Romania has been – and still is – quite problematic. 
Elements regarding this issue may refer to:  

• lack of a procedure regarding the relationships between management structures and other 
categories of users;  

• non-involvement of all stakeholders in decision making; 
• lack of a legal framework able to regulate the development and functioning of a profitable 

market; 
• insufficient involvement of control bodies in the financial advice of companies; 
• failure of reforms in the accounting system; 
• popularizing corporate governance through auditors. 

In this context, it is important to note that corporate governance regulation in Romania was marked 
by major changes in legal framework since 1990, both in the general perception of the actors involved 
and in the public opinion. The legal framework on the topic “evolved from that specific to a complete 
centralized society, where the management of business was based on the exclusive public authority 
prerogative, to a form of corporate governance based on market economy principles”, as Tofan & Cigu 
(2015) depict. The progress regarding corporate governance practices in Romania was made step-by-
step, in the first phase using legal framework for implementing a set of economic reforms (Onofrei, 
2009), but in practice the necessary reforms were attained much later. 
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As a conclusion of everything depicted above, it can be considered that corporate governance law in 
Romania is still being developed. In the opinion of many researchers and accounting professionals, the 
legislative in Romania is not paying too much attention to the global business environment and its 
current trends. As depicted from the international specialty literature, “regulation in the field of 
corporate governance in all Central and Eastern European countries, including Romania, is in general 
characterized by soft law where participants self-regulate themselves without possessing full legislative 
authority” (Tofan & Cigu, 2020). 

Regarding the possibility of implementing a worldwide perfect model of corporate governance, the 
approach of Stanciu & Caratas (2015) is irrefutable, therefore, it can be deliberated that the attempts of 
countries to import governance systems may be ineffective, since “few of the most important vectors 
are the legal and fiscal system of the country, cultural issues, accounting practices, type of professional 
managers”. 

Despite some inherent inaccuracies that can be pointed out regarding the implementation of the 
principles of corporate governance in Romania, as well as in other states, the importance of 
implementing the concept cannot be neglected. In the case of Romania, it is expected that especially 
listed companies should adopt, implement and disclose information regarding corporate governance 
practices, as also stated by Feleagă et al. (2011).  

In conclusion, research on corporate governance is, just like the corporate governance law, at an 
early stage of development, as well, policy makers and regulators having few research findings on 
which to base their decisions.  

However, it is interesting to observe that most of the corporate governance research follows rather 
than leads regulatory change. In this context, the focus should be on the search for opportunities to lead 
regulation, therefore future research in Romania should provide regulators with insights into the costs 
and benefits of regulatory change. 
 
5. Conclusions 

 
Corporate governance creates a “brave new world”, in which entities have to either comply or 

explain, the “Comply-or-Explain” statement reflecting the extent to which the corporate governance 
guidelines are applied and enforced by Romanian listed entities, through a self-assessment that reflects 
the either full compliance, satisfactory compliance, unsatisfactory compliance or non-compliance with 
the provisions of the Code issued by the BSE. The purpose of corporate governance is, in this context, 
the facilitation of effective, entrepreneurial and prudent, yet visionary management that can deliver 
long-term success for entities worldwide. In this sense, the most researches in Romanian specialty 
literature emphasized, to some degree, a high level of adoption of the principles and provisions.  

However, future research should focus on developing a Corporate Governance Index that BSE 
should develop and implement in order to efficiently assess the degree of applying and aligning with 
the Code’s principles and provisions, as well as to measure the corporate governance performance of 
the entities listed on BSE. 

The consequences of effective, qualitative corporate governance and adequate, innovative 
management lie in the increased transparency in financial and non-financial information disclosure, as 
well as in the trust of all stakeholders. An efficient system of corporate governance facilitates the 
attraction of human and financial capital, along with the increase of the level of foreign investments, 
having a positive effect on the entire Romanian economy. 

 
6. References 
 

• Abor, J. Y. 2007. Corporate Governance and Financing Decisions of Ghanaian Listed Firms. Corporate 
Governance International Journal of Business in Society, 7(1), 83-92. 

• Amato, A.D.; Henderson, S.; Florence, S. 2009. Corporate Social Responsibility and Sustainable 
Business: A Guide to Leadership Tasks and Functions. Center for Creative Leadership, United States. 

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

906



• Ardalan, K. 2007. Corporate Governance: A Paradigmatic Look. International Journal of Social 
Economics, 34, 506-524. 

• Beleiu, I.; Pop, Z. C.; Ṭâmpu, D. L. 2015. Effects of Good Governance on Economic Development – Case 
Study on Romania. Review of Economic Studies and Research Virgil Madgearu, 1(8). 

• Bengoechea, J. 1996. Corporate Governance: Characteristics of the Current Debate. Situación: Revista de 
Coyuntura Económica, 3, 69-118. 

• Berle, A.A. & G.G.C. Means (1932) The modern corporation and private property, Macmillan, New York. 
• Caloian, F. 2013. Analysing the Sustainability of the Entities Quoted in the BSE Using Accounting 

Sustainability Measures. Amfiteatru Economic, 15 (7), 743-758. 
• Cigna, G. P.; Kobel, Y.; Sigheartau, A. 2016. Corporate Governance in Transition Economies. Romania 

Country Report. European Bank for Reconstruction and Development Report. 
• Crowther, D.; Seifi, S. 2011. Corporate Governance and International Business, Copenhagen: Ventus 

Publishing ApS. 
• Deakin, S.; Hughes, A. 2002. Comparative Corporate Governance: An Interdisciplinary Agenda. Journal 

of Law and Society, 24(1), 1-9. 
• Deliu, D. 2019a. Brief Critical Analysis of the Main Corporate Governance Traits within Romanian Banks 

Listed on Bucharest Stock Exchange. Proceedings of the 34th International Business Information 
Management Association Conference, IBIMA 2019 - Vision 2020: Sustainable Economic Development 
and Application of Innovation Management from Regional Expansion to Global Growth. 

• Deliu, D. 2019b. Corporate Governance Issues and Vulnerabilities in the Wake of a Global Financial 
Crisis, SWS International Scientific Conference Proceedings on Social Sciences, volume Political 
Sciences, Law, Economics & Finance, 6(1):297-307. 

• Deliu, D. 2020. Key Corporate Governance Features within Romanian Banks Listed on Bucharest Stock 
Exchange – A Thorough Scrutiny and Assessment. Journal of Eastern Europe Research in Business and 
Economics, 2020 (2020), 271202, 10 p. 

• Dobroțeanu, C. L.; Dobroțeanu, L.; Răileanu, A. S., 2009. A Comparative Study on Corporate Governance 
Frameworks in US, UK and Romania. The Annals of the University of Oradea. Economic Sciences, 153, 
899-906. 

• Dragomir, V-D. 2012. Corporate Governance, Bucharest: Economic Publishing House. 
• Dragomir, V-D. 2012. Sustainability Reporting. A Case for Corporate Accountability, Bucharest: 

Economic Publishing House. 
• Dumitraşcu, M.; Feleagă, L; Feleagă, N. 2015. The Practical Implementation of Corporate Governance 

Principles for Romanian State Owned Enterprises. Audit Financiar, 13(121), 91-99. 
• Feleagă, N.; Vasile, C. 2006. Corporate Governance, between Classicism and Modernism. Theoretical and 

Applied Economics, 7(502), 21-30. 
• Feleagă, N. 2006. The Institutional Investors and Corporate Governance. Theoretical and Applied 

Economics, 10(505), 55-60. 
• Feleagă, N.; Feleagă, L.; Dragomir, V.; Bigioi, A. D. 2011. Corporate Governance in Emergent 

Economies: The Case of Romania. Theoretical and Applies Economics, 9 (562), 5-16. 
• Fülop, T. M. 2012. The Role of Effective Corporate Governance in Understanding and Proper Application 

of the Principle of Transparency by Romanian Companies. Audit Financiar, 10(8), 48-53. 
• Gîrbină, M. M.; Albu, N.; Albu, C. 2012. Corporate Governance Disclosures in Romania. In: Boubaker, S. 

Nguyen, D. K. (eds) Board Directors and Corporate Social Responsibility, London: Palgrave Macmillan, 
122-141. 

• Gherghina, C. 2015. Corporate Governance Ratings and Firm Values: Empirical Evidence from the 
Bucharest Stock Exchange. International Journal of Economics and Financial Issues, 5(1), 97-110. 

• Ghiță, M. 2008. Corporate Governance, Bucharest: Economic Publishing House. 
• Haspelagh, P. C. 2010. Corporate Governance and the Current Crisis. Corporate Governance 

International Journal of Business in Society, 10(4), 375-377. 
• Ienciu, I-A. 2012. The Relationship between Environmental Reporting and Corporate Governance 

Characteristics of Romanian Listed Entities. Journal of Accounting and Management Information Systems, 
11(2), 267-294. 

• Ionescu, I.; Damoc, C.; Rusu, R. 2015. Corporate Governance in Romania: Necessity or Bureaucracy?  
Audit Financiar, 7(127), 126-135. 

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

907



• Jensen, M. C.; Meckling, W. H. 1976. Theory of the Firm: Managerial Behavior, Agency Costs and 
Ownership Structure. Journal of Financial Economics, 3(4), 305-360. 

• Lin-Hi, N.; Blumberg, I. 2011. The Relationship between Corporate Governance, Global Governance and 
Sustainable Profits: Lessons Learned from BP. Corporate Governance, 11(5), 571-584. 

• Manolescu, M.; Roman, A-G.; Mocanu, M. 2011. Corporate Governance in Romania: From Regulation to 
Implementation. Accounting and Management Information Systems, 10(1), 4-24. 

• Matiş, D.; Mănoiu, S. M.; Bonaci, C. G. 2012. Corporate Governance and the Financial Reporting 
Process. Annales Universitatis Apulensis Series Oeconomica, 14(2), 415-426 

• Mănoiu, S. M.; Damian, M. I.; Strouhal, J. 2015. Corporate Governance Quality on Specific Case of 
Romanian Listed Companies. International Journal of Entrepreneurial Knowledge, 3(2), 40-58. 

• Messabia, N.; Elbekkali, A. 2010. Information Technology Governance: A Stakeholder Approach.  An 
Enterprise Odyssey. International Conference Proceedings. 

• Morariu, A.; Stoian, F. 2006. Promovarea guvernanţei corporative în realizarea unui management 
performant, Audit Financiar, 4(19), 14-19. 

• Nakpodia, F.; Adegbite, E. 2018. Corporate Governance and Elites. Accounting Forum, 42, 17-31. 
• Onofrei, M. 2009. Corporate Governance, Bucharest: Wolters Kluwer. 
• Rao, K. K.; Tilt, C. A.; Lester, L. H. 2012. Corporate Social and Environmental Reporting: An Australian 

Study. Corporate Governance: The International Journal of Business in Society, 12(2), 143-163. 
• Răileanu, A.; Dobroţeanu, C.; Dobroţeanu, L. 2011. Current Issues Regarding the Measurement of 

Corporate Governance Level in Romania. Audit Financiar, 1(82), 11-16. 
• Shan, Y. G.; Xu, L. 2012. Do Internal Governance Mechanisms Impact on Firm Performance? Empirical 

Evidence from the Financial Sector in China. Journal of Asia-Pacific Business, 13(2), 114-142. 
• Shleifer, A.; Vishny, R. W. 1997. A Survey of Corporate Governance. The Journal of Finance, 52(2), 737-

783. 
• Sifuna, A. P. 2012. Disclosure of Abstain: The Prohibition of Insider Trading on Trial. Journal of 

International Banking Law and Regulation, 27(9), 340-352. 
• Stanciu, V.; Caratas, M. A. 2015. Which is the Pulse of Romanian Corporate Governance? – An Empirical 

Study. Procedia Economics and Finance, 20, 586-594. 
• Tabără, N.; Ungureanu, M. Effects of Corporate Governance Practices on Firm Performance. The Journal 

of Accounting and Management, 2(3), 89-95. 
• Talamo, G. 2011. Corporate Governance and Capital Flows, Corporate Governance: The International 

Journal of Business in Society, 11(3), 228-243. 
• Talaulicar, T. 2010. The Concept of the Balanced Company and its Implications for Corporate 

Governance. Society and Business Review, 5(3), 232-244. 
• Tofan, M.; Cigu, E.; Bercu, A. 2015. Corporate Governance Framework in Romanian Companies. 

Procedia Economics and Finance, 10, 65-71. 
• Tofan, M.; Cigu, E. 2020. A View on Corporate Governance in Romania: Regulation and Effects. In 

Corporate Governance in Central Europe and Russia. Ed: Aluchna, M.; Idovwu, S. O.’Tkachenko, I., 
Springer. 

• Tricker, R. I. 1984. Corporate Governance: Practices, Procedures, and Powers in British Companies and 
Their Boards of Directors. Gower Pub. 

• Holder-Webb, L.; Cohen, J.; Nath, L.; Wood, D. 2008. A Survey of Governance Disclosures Among U.S. 
Firms. Journal of Business Ethics, 83(3), 543-563. 

• Wei, G.; Geng, M. 2008. Ownership Structure and Corporate Governance in China: Some Current Issues. 
Managerial Finance, 34(12), 934-952. 

• *** - Bucharest Stock Exchange. 2015. Corporate Governance Code (2006, 2008, and 2015) 
• *** - OECD. 2015. G20/OECD Principles of Corporate Governance, OECD Publishing, Paris. 

 

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

908



Financial Audit vs. Corporate Governance Practices – A Viewpoint on 
Current Challenges and Perspectives in the Time of CoVid-19 

 
 

Delia Deliu 
West University of Timişoara, Faculty of Economics and Business Administration, 

Romania 
delia.deliu@e-uvt.ro   

 
 

Abstract 
 

The focus on effective corporate governance and financial audit quality has expanded exponentially over 
the last two decades, but especially now, when the world is in a pandemic crisis, states, companies and 
citizens being in urgent need for strategies to fight, cope with and ease the pandemic, as well as to protect 
their societies and economies during and after this socio-economic crisis. The chosen topic for this paper lies 
in the challenges and perspectives of the (effective) corporate governance – (qualitative) financial audit 
relationship, with a particular emphasis on the factors that influence the relationship of interdependence 
between these two, respectively the (proactive!) role of the financial auditor, in the context of the new 
Coronavirus (Covid-19) pandemic. Endorsements outlined in this paper do not encompass an unequivocal 
statement of law, but epitomise the results of the exploratory and observation research, respectively the 
author’s best interpretation of where things stand as of the date of publishing this manuscript. 
 
Key words: corporate governance; financial audit; sensitive socio-economic context; CoVid-19 
J.E.L. classification: G34; G30; M42 
 
 
1. Introduction 

 
Guidelines, rules and regulations are essential in business, since just a quick look at financial 

scandals worldwide depict the consequences in case a company goes too far in pursuing its self-
interest, by breaking, in the same time, its own internal guidelines. Moreover, the global challenge 
generated by the current pandemic produced the largest turbulences in the environment since the 
Second World War. In this framework, as an outcome of the new Coronavirus (CoVid-19) 
pandemic, practices are shifting and fluctuating speedily.  

The CoVid-19 pandemic is shaking the world economy from its roots and the outcomes will be 
severe. Uncertainty about the future of companies in many areas of activity is growing by the day. 
Both those charged with governance within economic entities and financial auditors need to give 
more weight to the analysis of the exposure to business risk and the implications for the annual 
financial statements. Starting with January 2020, auditors need to be extremely alert to audit risk, 
especially in terms of the direct implications for compliance with the going concern principle by 
audited companies. 

Corporate governance, which incorporates “all the principles of open and responsible 
management, is a way of ensuring that a company keeps within clear ethical lines. It has been top 
of the policymaker's agenda for some time now, but can be a challenge for businesses on several 
levels” (Thompson, 2018).  

The research’s assumption refers to the fact that the major challenge the accounting profession – 
in general, and the auditing profession – in particular that needs to be address setting and refining 
the accounting regulations and auditing standards, so that the balance of confidence in auditors' 
opinion (following an audit of the financial statements) is restored on medium term.  

This desire, however, implies a concerted effort by all involved professional bodies and 
financial auditors, regardless of the geographical position in which they operate, because an 
eventual crisis will require a global solution with specific application to each area or country. 
 

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

909

mailto:delia.deliu@e-uvt.ro


2. Theoretical background 
 
When regarding a company as “a union of some extremely diverse stakeholders and interest 

groups”, then it is fathomable that there is an acute “need for a system in order to achieve the best 
possible way of handling these relationships between the individual groups, so no one gets cheated, 
prejudiced or exploited” (Thompson, 2018).  

Turning to the definition of corporate governance – the author considers it as a management and 
control system of an organization, in line with best practices and principles in this area, a system 
that advocates transparency and accountability. Particularly, at the level of an economic entity, it 
finds its correspondent in the way in which the distribution of power and responsibilities between 
shareholders, directors and management is defined and structured, showing also how some decision 
factors can be balanced. In international literature, corporate governance is defined as the set of 
links that arise between the management of a company and all stakeholders interested in its 
business. According to the Principles of Corporate Governance issued by the Organization for 
Economic Cooperation and Development (O.E.C.D.), corporate governance is defined as “the 
system (the totality of procedures and processes) by which a corporation is directed, managed and 
controlled”. According to O.E.C.D., the corporate governance structure “specifies the distribution 
of rights and responsibilities among different participants in the corporation and spells out the rules 
and procedures for making decisions on corporate affairs”.  

The key principles of a qualitative corporate governance differ depending on the region, 
industry, and regulator – however, most codes of governance include six major features, illustrated 
below:  

 
Figure no. 1. Key elements of corporate governance 
 

 
Source: own elaboration 
 
When performing a synthetic analysis of the international specialty literature on corporate 

governance, it can be noticed that researchers identify five important players, the role and power 
each can exert, depending largely on both the economic environment and the corporate governance 
system of the country concerned: shareholders or owners (who have the right to express 
themselves through vote-guaranteed shares but who, if they disagree with the decision, also have 
the possibility to leave the company by selling the shares); the Board of Directors (the governing 
body of the economic entity, approving its strategy); the steering committee (top-management, 
responsible for implementing the strategic decisions taken); employees (together, of course, with 
the structures in which they act - trade unions or trade unions); respectively the government (which 
impose national rules on corporate governance). 

Below the interactions amid some of the key stakeholders in a corporate governance structure 
are synthesized: 
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Figure no. 2. Actors responsible of corporate governance – a corporate governance framework 

 
Source: Subramaniam & Ratnatunga (2003) 

 
On one hand, external auditors’ role is to express an opinion on the annual financial statements, 

providing an independent evaluation of the fairness of the financial statements and that they are 
free of material errors. No doubt, for them, the audit committee becomes “a critical vehicle for 
providing an avenue for dialogue with the company’s management, as well as the management 
accountants”, as Subramaniam & Ratnatunga (2003) highlight.  

On the other hand, as they show in their research, a strategic audit is far different from the 
common perception of financial audits, since it is, in fact, “a continuous evaluation of all the 
strategic functions of any success-seeking entity, involving an objective assessment of the growth 
and exit options available to shareholders and management when difficult or critical decisions need 
to be made in order to maximise shareholder value”.  

A Corporate Governance Code is particularly specific to stock listed companies that may be 
adopted in full or in part and may include the following: corporate governance structures; the rights 
of holders of financial instruments of issuers; role, obligations and structure of the Board of 
Directors; the appointment and remuneration of its members; the administration system; financial 
reporting, internal control and risk management; conflict of interest and transactions with affiliated 
persons; transparency and corporate information regime; the social responsibility of the issuer. The 
principles of corporate governance represent in fact a guide, some guidelines, a set of rules of good 
practice for the organization of the economic entities themselves, but also their way of reporting on 
relations with third parties. On the other hand, it must be stressed that, in the case of multinational 
corporations, the acceleration of globalization has led to a great extent to the need to adopt the 
principles of corporate governance. By simply analysing articles on corporate governance that 
appear in different databases, one can easily see that, for instance, if Romania has a number of tens 
of studies, one can find a number of articles in terms of European information thousands. In a 
simple observation, in most cases, the principles of corporate governance are found in scientific 
articles, studies or research that directly refer to certain companies in communications, energy, 
insurance, banking, etc. 

In connection with these principles, the literature distinguishes three guidelines, each of which 
refers to different levels of information transfer to and from the company: administration theory, 
company theory and market theory.  

Very often in recent years, especially in the context of a sensitive socio-economic climate (and 
here the focus is in particular on the various economic and financial crises), it is called for more 
detailed (and more profound) implementation of these principles. Company theory, the link 
between company management and shareholders, or potential shareholders, is called today to 
clarify the level of access to financial and non-financial information.  
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Worldwide, according to the "traditions" of the national economy, the "artisans" of corporate 
governance systems have recognised three main models of corporate governance: the 
American/traditional model (based on the extremely close link between shareholders and the 
company and defining best the model of European companies, a long-term orientation of the 
company's strategy and stability), the German / deterministic / Continental-European model (which 
implies a massive concentration of capital) and the Japanese extended model (which brings 
cohesion to the company and holding structures). If one reflects which of these three models can be 
better adapted to a particular economy, one needs to be aware that it is complicated and difficult to 
approach a particular model – precisely because business models are very different (from "family" 
firms, which by development can become important companies at the regional level, to economic 
entities that "import" the way of organization of the parent companies). If in the first case the best 
model is clearly the Japanese one, in the case of the others it can be said that the American model is 
the most feasible for economic development. Although the American model may seem at first sight 
the most suitable for a sustainable development of a company, there are some elements that are 
totally lacking in the East-European companies, elements that should be considered in the next 
period. Thus, in the American model, internal and external auditors are two main pillars of 
corporate governance, and most of these companies from undeveloped countries do not yet have 
the culture and knowledge of the benefits of such an audit. While external audit is seen as 
expensive, the internal audit is considered too much related to the company's activity to be 
completely independent. 

Elseways, if one questions the opportunity of convergence of corporate governance systems (in 
the hypothesis of a globalization of corporate governance), namely the possibility, necessity and 
desirability of a universal model of corporate governance, one will notice that in the specialty 
literature, theory pervades in a vivacious manner between: the imminence of convergence and 
outlining its insurmountable impediments, therefore, on this field of the debate of ideas, the 
competition between models takes place in the speeches of the supporters in more or less relevant 
and diplomatic formulas, as Clark & Wójcik (2007) outline. The neoclassical approach is based on 
the premise that a combination of international labour market competition and financial integration 
will result in a convergent set of best practices in corporate governance, i.e. an improved version of 
the Anglo-American model principles, whose supreme value is maximizing shareholder value. This 
trend would make it possible to accept in many other legal systems a number of provisions that 
were already important in American law, especially as regards the law of societies and the capital 
market, which is why there is a "globalization through americanisation" through which lawmakers 
have tried to improve the ability of companies in their states to attract capital, amid increased 
international competition. In another analysis – much more realistic – it is argued that, on the 
contrary, there is no "best model" to organize an economy, since the variety of forms of capitalism 
must be acknowledged and accepted as such. Thus, while the role of market forces (competition 
and financial integration) needs to be observed and accepted, their impact on corporate governance 
in a particular country or region will always have to be filtered through existing institutions. Third, 
the most skeptical voice on convergence comes from the political theory defenders, who draw 
attention to the central role of the state in the sense that they believe that any major change in 
corporate governance is determined, in the first instance, by the political forces embedded in the 
national state institutions. 

This paper joins the path dependence theory, in the sense that the necessary condition for the 
convergence of corporate governance is that the beneficiaries (or, in any case, those to whom the 
consequences of change – and which are, as a rule, those owners who have control powers), to a 
priori appraise the increased value they would get under the new conditions (generated by 
convergence), their current rights, and their political partners, regardless of whether their exercise 
is formal or informal. 

In this background, a manifestation of convergence can be identified, first of all, by the pressure 
on all models, coming from the other, and pointed to changes that target those features that others 
regards as deficiencies. Thus, Western-European (German) Codetermination or Asian (Japanese) 
aspiration to save the interests of other stakeholders (than shareholders) in the company's activity 
suffer collisions with US investors' claim for these companies to deliver more "shareholder value".  
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In this context, the paper’s assumption lies in the fact that, until the discussion on the moment 
and the way in which global convergence is implemented, it must be done at a lower, i.e. regional 
level. Similarly, as Bratton & McCahery (2006) and McCahery et al. (2006) show in their studies, 
the doctrine has invented four possible ways to follow: (i) a unitary model (as a result of a strong 
convergence that combines the most valuable elements of insider and outsider models); (ii) a 
universal market-based model (that is, the achievement of the desires of the Chicago School, but 
which would also represent the triumph of the outsider); (iii) the persistence of an improved variety 
of models (in which poor governance would continue to survive, but would coexist with the transfer 
of knowledge between models); respectively (iv) a set of distinct governance models (based on 
disruptive institutional features but also on complementarity, each model retaining its identity and 
its own capabilities to create benefits). 

As a result, the author considers that, besides the fact that such a result is undesirable, it is still 
an extremely long and difficult way to go to convergence towards a uniquely universal corporate 
governance model, as long as the diversity of the present – socio-cultural, respectively economic 
and legal – is rather evidence of complexity than of lack of harmony and balance. 

 
3. Research methodology 

 
The aim of this research is to enrich the specialized information on the role, urgency and 

valences of corporate governance, as well as on quality of audit and the role of the external auditor 
in a sensitive-socio economic context, namely the new Coronavirus pandemic. Thus, the main 
objective of the research finds its correspondent in offering recommendations regarding the 
fulfilment of the expectations of the users of the audit report in the context of Covid-19 pandemic, 
respectively in the context of compliance with the principles of corporate governance. This will be 
accomplished by scientific documentation, respectively by analysing the specialty literature on 
these aspects, which will allow the positioning of the research results in the current socio-economic 
context. The methodological instrument to be used in this paper is based on: review, systematic 
analysis of literature and interpretation (deductive and inductive judgments) – namely the 
qualitative research methods. Qualitative research methods have been chosen as this paper’s main 
aim is to analyse the evolution of auditing and audit regulations over time and, above all, to provide 
a deep understanding of the interaction between the elements that an effective corporate 
governance needs to achieve, the quality of the audit, the role of the financial auditor and the 
modification of these regulations. Documentation represents the foundation of the paper, while the 
comparative analysis and critical study will be intertwined with inductive-deductive reasoning. The 
choice of the methods lies in the fact that the dynamics of analysing scientific literature is 
extremely relevant in the analysis of the factors implying an effective, sustainable corporate 
governance, and consequently for increasing complexity of tasks and responsibilities attached to 
the Board of a company, the more that we talk about a sensitive, turbulent socio-economic 
environment.  

 
4. Findings  

 
4.1. Issues and challenges regarding corporate governance 

Qualitative, effective corporate governance is an epitome which is challenging to attain in its 
entirety. For the implementation of a rigorous corporate governance code, companies and 
institutions must come together regionally and internationally to draft corresponding guidelines.  

The pivotal concept that is found throughout the paper is the socio-economic crisis that captures 
the concerns of all societal actors (stakeholders), “calling for fundamental reconfigurations of 
economic philosophies and of the dominant action logic. Therefore, it needs strategies (to break out 
of economic weakness) and tactics (to control the effects of entrainment, immobilization, and 
contribute to restoring of stimuli)” (Deliu, 2019). In this context, the role of Boards of Directors 
increases, especially in the context of efficient, sustainable corporate governance, their value 
having to acquire new valences by “providing additional elements related to the transparency of 
operations, through the need for increased vigilance towards complex financial products and the 
need to better understand both individual and systemic risks” (Deliu, 2018). 
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Main issues regarding corporate governance, especially in a sensitive socio-economic context, 
may refer to: stockholder approval of all stock option programs; tightening independence 
requirements to reduce the ties between independent directors and the company’s executives; 
higher transparency of proxy voting (that should encourage mutual fund directors and investment 
advisers to exercise their fiduciary responsibilities in an appropriate manner); as well as the 
undertaking of “Strategic Audits” in addition to the financial statements audits that are currently 
mandatory. 

This sought to emphasize some of the key challenges, issues and opportunities within 
accounting research to further contribute to the progress of an effective corporate governance (and 
effective corporate governance systems). The main challenge with corporate governance is that it 
does not stand alone, but it has to operate in conjunction with the entity's mission and values. There 
are several difficulties that a company might experience, especially in the current Covid-19 
pandemic, as follows:  

 
Figure no. 3. Main challenges regarding corporate governance 

 

 
Source: own elaboration 
 
It can be observed that most of the recent studies in the corporate governance field were 

undertaken by accounting researchers from a financial accounting perspective, particularly on 
issues as to how to secure or motivate efficient management of corporations by the use of incentive 
mechanisms (Sloan, 2001).  

In the author’s opinion, though, in order for a corporate governance structure to be fully 
effective, the existence and high support from a well-designed management accounting information 
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system is essential, management accounting information systems being a key source of control in 
making available accurate and timely information for organisational decision making.  

In this respect, the author considers management accounting researchers face a critical challenge 
in designing efficient and effective internal monitoring and control mechanisms that meet the 
strategic needs of senior management in discharging their corporate governance duties.  

While it's certainly not undesirable to have the actions of the Board checked by shareholders in 
this way, the future of corporate governance is perhaps more holistic. Companies can and do have 
ethical obligations to their communities, customers, suppliers, creditors and employees, and must 
take care to protect the interests of non-owner stakeholders in the company code of conduct. 

Boards’ role in corporate governance, in general, is “to plan and strategize goals and objectives 
for the short- and long-term good of the entity and to put mechanisms in place in order to 
continuously monitor progress against the objectives”, as Price (2018) depicts. In relation to this, 
Boards must understand, assess and debate the company's goals. 

In this context, we have to assess the manner in which the Boards are taking and will take into 
account, in the most serious way, all these risks. Did they manage to evaluate them? Did they 
prepare a plan to diminish their effects? To alleviate “blame game” apprehensions and to prepare 
for the next crisis, Boards may reflect on taking into consideration some measures. 

 
4.2. Issues and challenges regarding the financial audit 

On one hand, for Public Interest Entities (P.I.E.) and Non-PIE entities for which ISA 701 
“Communicating Key Audit Matters in the Independent Auditor’s Report” is adopted, the auditor 
will now need to consider them very carefully and comprise them in a special paragraph related to 
the impact of the continuity risk on the activity (regarding the going concern) in the KAM section 
of the audit report. For Non-PIEs, if ISA 701 is not adopted, the auditor will need to consider the 
careful assessment of the content of the Explanatory Notes detailing these issues, as well as the risk 
assessment included in the Management Report, as required. 

On the other hand, as of January 2020, auditors need to be extremely alert to audit risk, 
especially in terms of the direct implications for compliance with the going concern by audited 
companies. Coronavirus is an event following the closing of the 2019 financial year which may or 
may not lead to sharp adjustments to the figures in the financial statements, insofar as they can be 
reliably estimated. 

The going concern principle assumes that the financial statements are prepared on the same 
grounds as the current ones, unless management intends to liquidate the entity or cease trading. The 
assessment of whether the appropriate basis for the continuation of the activity is appropriate shall 
be taken into account in subsequent events after the end of the reporting period. For example, for 
December 31, 2019, for companies that are severely affected by the impact of the COVID-19 
pandemic, even if the significant impact on operations occurred after the year-end, it will be 
necessary for the management to consider the appropriateness of financial statements on an 
ongoing basis. When management is aware of significant uncertainties that seriously call into 
question the entity's ability to continue to operate, the entity should disclose those material 
uncertainties in the financial statements. Thus, based on ISA 560 “Subsequent Events”, it is 
necessary to include in the financial statements as of December 31, 2019 a detailed informative 
note on the impact of this situation on the company, so that users can assess the implications or at 
least be aware of the effects on the entity in particular, and the economy in general. Therefore, 
there may be two borderline situations: 
 

Figure no. 4. Main challenges regarding auditing the closing of the 2019 financial year 

 
Source: own elaboration 
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In any of the conditions, it is suggested that the auditor obliges additional written information, 

obtaining formal management representations incidentally, carefully examining the company’s risk 
assessment procedures, reviewing the considerations taken into consideration by the management 
in its risk assessment and deciding, based on his/her professional judgement and available 
information, whether the assessment carried out by the entity is reasonable at the time when the 
audit report is issued. 
 
4.3. Future research lines and objectives 

The rapidly evolving CoVid-19 is activating all kinds of risks impacting manifold features of an 
entity, as Beasley (2020) perceives. Unfortunately, we are seeing first-hand how “a single-root 
cause event can trigger interrelated consequences for an economic entity”.  

As depicted above, the definitions and depictions set in this paper are postulative, more like a set 
of recommendations for companies, comprising good practices of corporate governance. In this 
context, this research outlines that, as future research lines and objectives, accounting researchers 
must aim 3 directions, depicted in the table below: 

 
Table no. 1. Corporate governance and financial audit vs Covid19 – primordial research lines 

 Future research lines concerning the relationship between an effective corporate governance, the quality of the financial audit and 
the auditor’s proactive role in regards to CoVid-19 that must be undertaken by accounting researchers: 

A. Addressing new issues related to the principles of effective corporate governance in the framework in which, over the last 
few years, especially in the context of a sensitive socio-economic climate (in general) and Covid-19 pandemic (in particular), it is 
called for more detailed (and in-depth!) implementation of these principles, by highlighting the degree of importance that 
governance codes (in EU countries) attribute to internal audit activities and activities related to external audit. 

B. Assessing the opportunity for convergence of corporate governance systems (in the hypothesis of a globalization of corporate 
governance), namely the possibility, necessity and desirability of a universal model of corporate governance. 
1. Are there any parameters of corporate governance that may differ between cultures or between nations that are not 

considered in the three well-known corporate governance models? Can we develop effective governance measures that can 
be applied in all countries, organizational cultures and industries? Can we identify the key attributes of effective 
governance? 

2. What is the impact of regulations on the nature of governance processes and the role of the internal audit function in those 
processes? 

3. Different reports (for example, Cadbury) have called for corporate governance reports on the effectiveness of risk 
management. Mandated public reports improve corporate governance? Has the nature of the internal audit function 
changed in countries where specific corporate governance reporting is mandatory? How does organizational governance 
differ in countries that have mandated reporting on corporate governance over those in which there is no such obligation?  

4. What are the main determinants of an effective corporative governance system and how do these factors differ according to 
types of organizations or cultures? What cultural differences affect mostly the nature of organizational governance?  

5. Many organizations are multinational. Are governance processes (including processes for risk analysis and risk 
management) different in multinational companies than in companies operating in a single culture (or country)? How do 
they differ and what works best? 

C. Addressing new issues related to the quality of the audit and the role of the financial auditor in the context of regulatory 
changes, but also in the context of the necessity of (more) effective corporate governance in the times of Covid-19: 
1. Audit quality and financial auditor’s role in the context of the new regulations and the current pandemic 
2. Financial auditor’s proactive pre-audit discussions with their clients (assessing the impact of CoVid-9 on the client, its 

business, operations, reporting timetable and the related audit timetable, including contingency plans; analysing the risk of 
delays since the company can be interrupted in preparing information) 

3. Logistical issues in preparing accounts and undertaking audits (developing alternative procedures, in order to collect 
sufficient appropriate audit evidence) 

4. Presentation, explanation and communication of key audit matters (KAM) in the context of Covid-19 (Does the auditor 
assume a leading role when communicating the key aspects of the audit? Will stakeholders perceive KAM as a 
"performance grid" of leadership performance? Will auditors tend to communicate more than required? How will the auditor 
address the significant issues that were not publicly disclosed by the entity?) 

5. Audit report in the context of new regulations and the current pandemic (less standardized for the auditors who prepared it? 
/ less opaque for shareholders and management? / more transparent for investors? / more credible for financiers and 
investors? / more relevant to the public?) 

Source: own elaboration 
 

The outbreak of the current crisis, followed by its global expansion, but – especially – the 
persistence of its effects, have led to broader debates on the causes and optimal policies needed to 
overcome the difficulties. Inevitably, these debates brought back to the discussion – a fact that has 
already become a cyclical phenomenon – the role of those charged with governance both in the 
credibility of the financial reports of the companies, as well as in the continuity of their activities. 
Sustainability must be reflected as a healthy dynamism and not as the spasmodic search for a single 
point of balance. In this framework, in order to achieve high levels of sustainability, “it is necessary 
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for there to be a widespread sharing of values between those declared by the organization and those 
that guide the behaviours and attitudes of its employees, contributing to generating positive effects 
in the socio-economic environment” (Farcane & Deliu, 2019). Thus, in view of the above, the 
conclusions lead to the fact that a useful initiative is that the role and scope of the measures taken 
by TCWG be discussed and analysed in the general context of the financial market regulatory 
reform. Corporate governance, together with external audit, should contribute to financial stability 
and reduce the risk of distortion, in order to reduce bankruptcy cases. 

The question is how should TCWG act, how will they go through the crisis and what will they 
learn from it? The answer lies, considering the exploration performed, in: 
 caution in evaluating the continuity of the company’s activity, respectively the 

appropriateness of the use of the going concern basis of accounting 
 the transition from effective corporate governance to sustainable corporate governance. 

 
5. Conclusions 

 
The issue of the quality and relevance of financial-accounting information in a sensitive socio-

economic context such as that characterized (and influenced!) by an economic-financial crisis 
generated by certain turbulences in the socio-economic environment (such as the events generated 
by the CoVid-19 pandemic, events that are unfolding right now, under our eyes) is a topic of 
actuality and interest in the context in which the financial-accounting information largely bases the 
economic decisions of the users, and its quality is increasingly questioned in the context of an 
effective corporate governance imposed on companies around the world, as well as in relation to a 
qualitative financial audit. In this context, companies need to carefully analyse their risk exposure 
and carefully assess how their financial reporting for the financial year ended 31 December 2019 
will be affected by this subsequent event. Both those charged with governance and the financial 
auditors should give importance to the analysis of the exposure to business risk and the 
implications for the annual financial statements. 

Businesses are suffering an unprecedented disruption. Every corporation is consumed with 
issues arising out of the CoVid-19 pandemic, which has put their relationships with each of their 
stakeholders – employees, creditors, suppliers, regulators, shareholders – in stark relief. During this 
period of turbulence, stakeholders are looking to Boards of Directors to address the impacts of the 
coronavirus. How Boards balance and prioritize those stakeholders has to swing with shifting 
circumstances, just as Boards are forced to think about the “long-term sustainability of their 
business” (Idowu et al., 2013). Recent developments in crisis management increasingly demand 
that scientific rigor be useful and efficient in practice, through the form, background and 
considerations embraced by researching the extremely complex concept of effective corporate 
governance and sustainable development.  

The current CoVid-19 pandemic may cause managers to rethink what an “effective sustainable 
corporate governance” might be. Especially at this moment of pandemic, we argue that main 
priority finds its correspondent in the sustainability of the corporation. However, at the extreme, the 
current crisis may cause some corporations that are overleveraged to “hit the wall.” Even with the 
government supports being proposed, long-term sustainability may not be possible. Even here, the 
Board should give serious consideration to human issues, such as stability of employment for 
workers. Also, another recommendation would be that those charged with governance should 
create “social responsibility committees” – much like audit committees and compensation 
committees that are already in place, to dissect the relationship of their corporations to their 
stakeholder groups – research suggesting that companies with better performance on corporate 
social responsibility are also those that weather crises more successfully. Also, Boards will likely 
have to engage directly with stakeholders to understand their needs and work collaboratively to 
generate resolutions to trade-offs. In the short term, these committees should enable corporations to 
be nimble and to move quickly to deal with the volatility generated by the pandemic. At a time of 
crisis, trust from stakeholders is primordial, being earned over time, since they may prove to be a 
better lifeline than any government crisis subsidy. These principles and practices would enable 
Boards, as well as auditors, to see this crisis as an opportunity to explore innovative solutions. In 
future research on the challenges and prospects of the financial-corporate governance relationship, 
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we propose a macro-to-micro/international-to-national approach, focusing on the comparative 
studies to be undertaken (and applied) on the various issues of corporate governance and financial 
audit.  

We assume that – in this first phase of research – an observatory approach was essential for 
increasing the awareness of the role of the audit within corporate governance, since they can 
become real lessons of practical applicability of the different aspects of the financial audit, thus 
having the opportunity to outline good practices of corporate governance in general and audit in 
particular.  
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Abstract 
 

In this article I will start from the idea that “the profitability of an optional private pension fund 
has repercussions on the unit value of the net asset, which is able to directly influence the level of 
amounts accumulated in the individual accounts of participants, I consider it useful to know the 
dependency relationship between the annualized rate of return and the unit value of the net asset” 
(Durac, 2018). With the help of the software EViews 10+ Student Version Lite I aim to obtain a 
valid econometric model with which I can forecast the levels of the unit value of the net asset 
(VUAN) depending on the evolution of the annualized rate of return. After obtaining a valid model, 
I will forecast the level of the unit value of the net asset for the period 2020-2025 in the conditions 
in which the annualized rate of return of the fund will keep its evolution trend over the entire 
forecast period. 

 
Key words: voluntary pension funds, pilar III, econometric model, linear regression, net asset 
value  
J.E.L. classification: G23, G28, G29. 

 
 

1. Introduction 
 

To assess the impact of the return of an optional private pension fund on the unit value of net 
assets, we constructed an econometric model in which we included the real values of the 
annualized rates of return of the optional private pension fund AZT VIVACE as well as the unit 
values of net assets recorded on the last day of December 2009-2019. I specify that the market of 
private pension funds in Romania is formed at the time of the study from a number of 10 funds, 
from that I chose the AZT VIVACE fund because it recorded the highest annualized rate of return 
in December 2019. 

The shape of the model is: 
𝑉𝑉𝑉𝑉 =  𝛽0 + 𝛽1 ∗ 𝑅𝑅𝑉 

Where: 
VUAN –the explained variable, i.e. the unit value of the net assets of the voluntary pension fund 

on 31 December of the years 2009-2019; 
RRA –explanatory variable, represented by the annualized rate of return of the voluntary 

pension fund AZT VIVACE, registered in December in the period 2009-2019. 
The data which I used have an annual frequency and were obtained by processing the data 

published on the website of the Romanian Financial Supervisory Authority. These were processed 
with EViews 10+ Student Version Lite software. I estimated the model using the least squares 
method and I tested: the validity of the unifactorial regression model for the chosen background, 
the degree of creditworthiness of the resulting model, the assumptions of the unifactorial regression 
model and the statistical significance of the parameters. After obtaining the econometric model, I 
will use it to forecast the VUAN level for the period 2020-2025 
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2. Research methodology 
 

The unit value of net assets (VUAN) is the indicator based on which the amount of money 
actually available in the personal account of each participant in an optional pension fund at a given 
time is established.  

The annualized rate of return of a privately managed pension fund "shall be determined by 
dividing by 2 the rate of return of that fund, measured for the period of the last 24 months prior to 
the calculation" (A.S.F., 2010). 

The annualized rate of return of the AZT VIVACE pension fund had an oscillating evolution in 
accordance with the evolution of the financial markets, VUAN as can be seen in Chart no. 1. 
 

Chart no.1 Evolution of the annualized rates of return of the AZT VIVACE fund in the period 2009-2019 

 
Source: Made by the author based on data published on www.asfromania.ro, accessed on 14.03.2020 
 
In Table no. 1 presents the values registered on December 31 by the two variables that are the 

object of the analysis in the period 2009-2019, for the AZT VIVACE fund. 
 
Table no. 1 Values recorded on 31 December by VUAN and RRA for the AZT VIVACE fund 

 
Source: Made by the author based on the data published on www.asfromania.ro, accessed on 14.03.2020 
 
The statistical data collected, for which EViews 10+ Student Version Lite generated Table no. 1 

will be the basis for the subsequent processing. 
EViews presents the descriptive statistics for the annualized rates of return of the AZT VIVACE 

fund in Chart no. 2. From these statistics it is observed that the average level of annualized rates of 
return for the period between 2009 and 2019 was 6.9324%, and the standard deviation (Std. Dev.) 
Was 0.037884. 

The distribution shows a positive asymmetry, the higher values being present on the left side. 
This is highlighted by the Skewness asymmetry coefficient which has the value 1.014481. 
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RRA_AZT_VIVACE VUAN_AZT_VIVACE

2009 0.056262 11.36112
2010 0.148046 12.60150
2011 0.053708 12.63390
2012 0.067996 14.25815
2013 0.125367 15.99391
2014 0.091919 16.98634
2015 0.041597 17.35224
2016 0.030763 18.02241
2017 0.053313 19.24205
2018 0.030064 19.08786
2019 0.063529 21.75835
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Chart no. 2 Descriptive statistics of the annualized rates of return related to the AZT VIVACE fund 

Source: Made by the author based on the data published on www.asfromania.ro, accessed on 14.03.2020 
 
Regarding the Kurtosis flattening coefficient, we can notice that it has a value of 2.876572, less 

than 3, which shows that the distributions have a platicurtic shape. 
The value of the annualized rate of return decreased from the maximum value registered in 2010 

of 14.8046%, to the minimum value of 3.0064% registered in 2018. 
 

3. The results of empirical research 
 

To determine the intensity of the link between the annualized rate of return (RRA) and the unit 
value of net assets (VUAN) I will calculate the level of correlation between the two variables. The 
correlation indicates the intensity of the link between the two variables included in the econometric 
model and is highlighted by the Pearson correlation coefficient: 

𝑟𝑥𝑥 = �𝑅2 = 𝑅 
 
For the two variables associated with the AZT VIVACE fund the correlation coefficient is 

𝑟𝑅𝑅𝑅,𝑉𝑉𝑅𝑉 = √𝑅2 = 𝑅 = −0,365621, which can be easily observed in the correlation matrix 
provided by EViews 10+ Student Version Lite in Table no. 2 

 
Table no. 2 The correlation matrix of VUAN and RRA for the AZT VIVACE fund 

Source: Made by the author based on the data published on www.asfromania.ro, accessed on 14.03.2020 
 
Next, I will analyze the data series and estimate the parameters of the regression model by 

applying the method of least squares (Least squares). The generated results are presented in Table 
no. 3. 

 
Table no.3 Estimation of regression parameters by MCMMP (Least squares) for the AZT VIVACE fund 

Source: Made by the author based on the data published on www.asfromania.ro, accessed on 14.03.2020 
 
In the case of the AZT VIVACE fund, the equation of the econometric model has the form: 

𝑉𝑉𝑉𝑉_𝑉𝐴𝐴_𝑉𝑉𝑉𝑉𝑉𝑉 =  𝛽0𝑅𝐴𝐴_𝑉𝑉𝑉𝑅𝑉𝑉 + 𝛽1𝑅𝐴𝐴_𝑉𝑉𝑉𝑅𝑉𝑉 × 𝑅𝑅𝑉_𝑉𝐴𝐴_𝑉𝑉𝑉𝑉𝑉𝑉 
𝑉𝑉𝑉𝑉_𝑉𝐴𝐴_𝑉𝑉𝑉𝑉𝑉𝑉 =  18,48364− 31,50191 × 𝑅𝑅𝑉_𝑉𝐴𝐴_𝑉𝑉𝑉𝑉𝑉𝑉 

VUAN_AZT_VIVACE RRA_AZT_VIVACE

VUAN_AZT_VIVACE  1.000000 -0.365621
RRA_AZT_VIVACE -0.365621  1.000000
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0.025 0.050 0.075 0.100 0.125 0.150

Series: RRA_AZT_VIVACE
Sample 2009 2019
Observations 11

Mean       0.069324
Median   0.056262
Maximum  0.148046
Minimum  0.030064
Std. Dev.   0.037884
Skewness   1.014481
Kurtosis   2.876572

Jarque-Bera  1.893798
Probability  0.387942


Dependent Variable: VUAN_AZT_VIVACE
Method: Least Squares
Date: 03/14/20   Time: 12:39
Sample: 2009 2019
Included observations: 11

Variable Coefficient Std. Error t-Statistic Prob.  

RRA_AZT_VIVACE -31.50191 26.73154 -1.178455 0.2688
C 18.48364 2.089600 8.845539 0.0000

R-squared 0.133679     Mean dependent var 16.29980
Adjusted R-squared 0.037421     S.D. dependent var 3.264062
S.E. of regression 3.202408     Akaike info criterion 5.328649
Sum squared resid 92.29874     Schwarz criterion 5.400993
Log likelihood -27.30757     Hannan-Quinn criter. 5.283045
F-statistic 1.388755     Durbin-Watson stat 0.677700
Prob(F-statistic) 0.268833
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The regression coefficient 𝛽1𝑅𝐴𝐴_𝑉𝑉𝑉𝑅𝑉𝑉 indicates an indirect link between the variables of the 
econometric model. An increase of 1% of the annualized rate of return of the AZT VIVACE fund 
(RRA_AZT_VIVACE) will attract the reduction of VUAN_AZT_VIVACE by 31.50191. 

The high value of the free term 𝛽0𝑅𝐴𝐴_𝑉𝑉𝑉𝑅𝑉𝑉 shows that there are factors that have a significant 
influence on the evolution of VUAN_ AZT_VIVACE that were not included in the model. 

The link between VUAN_ AZT_VIVACE and RRA_ AZT_VIVACE is indirect and weak in 
intensity, indicated by the coefficient of determination (R-squared = 0.133679) which shows that 
13.3679% of the variation of VUAN_ AZT_VIVACE is explained by the evolution of the 
annualized rate of return AZT VIVACE fund (RRA_ AZT_VIVACE)..  

The adjusted coefficient of determination also has a modest value (Adjusted R-squared = 
0.037421. 

The correlation ratio (R = -0.365621) indicates a weak and indirect correlation between the 
variables of the estimated regression model, and the creditworthiness of the model being low 
requires its correction. The mean square deviation of the estimated errors (S.E. of regression) has 
the value of 3.202408. 

In the next step, I will check the significance of the parameters for the econometric model using 
the t-Statistic test. 

 
4. Testing the significance of the parameters 
 

Testing the significance of the parameters in the case of the AZT VIVACE fund starts from the 
formulation of two hypotheses: 

 𝐻0𝑅𝐴𝐴_𝑉𝑉𝑉𝑅𝑉𝑉: 𝛽0𝑅𝐴𝐴_𝑉𝑉𝑉𝑅𝑉𝑉 = 0; 𝛽1𝑅𝐴𝐴_𝑉𝑉𝑉𝑅𝑉𝑉 = 0 (the parameters are not statistically 
significant, the model is not valid); 

 𝐻1𝑅𝐴𝐴_𝑉𝑉𝑉𝑅𝑉𝑉: 𝛽0𝑅𝐴𝐴_𝑉𝑉𝑉𝑅𝑉𝑉 ≠ 0; 𝛽1𝑅𝐴𝐴_𝑉𝑉𝑉𝑅𝑉𝑉 ≠ 0 (the parameters are statistically 
significant). 

We obtain the value of the t test statistic that is generated in the t-Statistical column, on the line 
of each estimated parameter, as can be seen in Table no. 3. It may be noted that 
𝛽0𝑉𝐴𝐴_𝑉𝑉𝑉𝑉𝑉𝑉: �𝑡𝑐𝑐𝑐𝑐𝑉𝐴𝐴_𝑉𝑉𝑉𝑉𝑉𝑉� = 8,845539, and 𝛽1𝑅𝐴𝐴_𝑉𝑉𝑉𝑅𝑉𝑉: �𝑡𝑐𝑐𝑐𝑐𝑅𝐴𝐴_𝑉𝑉𝑉𝑅𝑉𝑉� = 1,178455. The 
resulting values are compared with the value of the t-Statistical distribution (𝑡𝑡𝑐𝑡𝑅𝐴𝐴_𝑉𝑉𝑉𝑅𝑉𝑉 =
2,262), for n-2 degrees of freedom and a chosen significance threshold of 5%. 

Given that the parameter 𝛽1𝑅𝐴𝐴_𝑉𝑉𝑉𝑅𝑉𝑉: �𝑡𝑐𝑐𝑐𝑐𝑅𝐴𝐴_𝑉𝑉𝑉𝑅𝑉𝑉� < 𝑡𝑡𝑐𝑡𝑅𝐴𝐴_𝑉𝑉𝑉𝑅𝑉𝑉) we cannot reject the 
null hypothesis and continue the analysis. But the probability associated with the parameter 
𝛽1𝑅𝐴𝐴_𝑉𝑉𝑉𝑅𝑉𝑉  (0,2688) being higher than 5% indicates the acceptance of the null hypothesis. 

Following the application of the t-Statistic test for the econometric model, we can say that the 
parameters are not statistically significant. 

 
5. Testing the validity of the model 
 

To test the validity of the model we have the hypotheses: 
𝐻0: the model is not statistically valid; 
𝐻1: the model is statistically valid. 
“In order to test the validity of the regression model, the F test is used, having the following 

form: 

𝐹 =
𝑅2

1 − 𝑅2
×
𝑛 − 𝑘
𝑘 − 1

 
Where n is the number of observations and k - the number of model parameters. From the 

Fisher distribution table, depending on a significance threshold α = 0.05 and the number of degrees 
of freedom” (Andrei T., 2008, p. 120), 𝑣1 = 𝑘 − 1 = 1 și 𝑣2 = 𝑛 − 𝑘 = 11 − 2 = 9, is taken 
over: 𝐹𝑐𝑟𝑐𝑡𝑐𝑐 = 𝐹0,05;1;9 = 5,117. 

In the case of the AZT VIVACE fund, the null hypothesis (𝐻0𝑉𝐴𝐴_𝑉𝑉𝑉𝑉𝑉𝑉) is not rejected 
because𝐹 − 𝑠𝑡𝑐𝑡𝑐𝑠𝑡𝑐𝑐𝑉𝐴𝐴_𝑉𝑉𝑉𝑉𝑉𝑉  =  1,388755 < 𝐹𝑐𝑟𝑐𝑡𝑐𝑐𝑉𝐴𝐴_𝑉𝑉𝑉𝑉𝑉𝑉 = 5,117)), which means that 
the model is not statistically significant. 

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

922



In conclusion, the econometric model associated with the AZT VIVACE fund is not valid for a 
significance level higher than 5%. 
 
6. Verification of the fulfillment of the hypotheses of the simple linear regression model 
 

In order to be able to estimate the parameters of the regression models it is necessary to verify if 
the classical hypotheses of the simple linear regression model are fulfilled. 

The functional form is linear for the econometric model: 
𝑉𝑉𝑉𝑉_𝑉𝐴𝐴_𝑉𝑉𝑉𝑉𝑉𝑉 =  18,48364− 31,50191 × 𝑅𝑅𝑉_𝑉𝐴𝐴_𝑉𝑉𝑉𝑉𝑉𝑉; 

 
6.1. Normal distribution of random errors and their average 
To test the normality hypothesis of random errors I will use the Jarque-Bera test, with the following 
hypotheses: 
𝐻0: random errors have normal distribution; 
𝐻1: random errors do not have a normal distribution. 

 
Graph no. 3 The Jarque-Bera test(AZT VIVACE) 

 
Source: Made by the author based on the data published on www.asfromania.ro, accessed on 14.03.2020 

 
Since the probability associated with the Jarque-Bera test is 0.901847, higher than the 

significance threshold of 5%, I will accept the null hypothesis (𝐻0𝑉𝐴𝐴_𝑉𝑉𝑉𝑉𝑉𝑉), the random errors 
having a normal distribution. It can be seen from Graph no. 3. that the average of the random errors 
is very small: 8,07e− 16 = 8,07

1016
 ,being very close to zero. 

Because the probabilities associated with the Jarque-Bera test are much higher than the chosen 
significance threshold (5%), we can conclude that the random errors have a normal distribution for 
the econometric model associated with the AZT VIVACE fund. 

 
6.2. Homoscedasticity of random errors 

To see if the random errors are homoscedastic or heteroskedastic, I will apply the White Test for 
the following hypotheses: 

𝐻0: there is homoscedasticity; 
𝐻1: there is heteroskedasticity. 
Applying the White Test in EViews 10+ Student Version Lite generates the results presented in 

Table no. 4, corresponding to the econometric model associated with the AZT VIVACE fund. 
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Table no. 4 The White Test – AZT VIVACE 

 
Source: Made by the author based on the data published on www.asfromania.ro, accessed on 14.03.2020 

 
As can be seen in Table no. 4, 𝑃𝑟𝑃𝑃. (𝐹 − 𝑠𝑡𝑐𝑡𝑐𝑠𝑡𝑐𝑐) = 0,3535 is higher than the chosen 

significance threshold of 5%, reason for which I will accept the null hypothesis, i.e. I accept the 
existence of homoskedasticity 
 
6.3. Non-autocorrelation of random errors 

To identify first-order autocorrelation, I will apply the Durbin – Watson Test. To test the 
autocorrelation of the errors I will estimate the model by the least squares method and I will 
calculate the residues ut. I will calculate the dw statistic and select from the Durbin – Watson test 
tables the critical values dL and dU, for k - the number of explanatory variables in the model and n 
- the sample size. If dU ≤ dw ≤ 4 - dU, then the null hypothesis indicating the lack of first order 
autocorrelation is not rejected. 

The assumptions for the Durbin-Watson Test are: 
𝐻0: ⍴ = 0 (there is no autocorrelation of first order random errors); 
𝐻1: ⍴ ≠ 0 (there is autocorrelation of first order random errors I). 
Durbin-Watson statistics = 0.6777700 for the model associated with the AZT VIVACE fund 

can be seen in Table no. 5. 
Since the calculated Durbin-Watson statistic is less than dL = 0.93, I will accept the null 

hypothesis, which means that there is a positive autocorrelation of first-order random errors in the 
case of the model associated with the AZT VIVACE fund. 

After applying the Durbin-Watson Test in EViews 10+ Student Version Lite, I came to the 
conclusion that the hypothesis regarding the non-autocorrelation of random errors for the analyzed 
econometric model is not observed and I will adjust it by differentiating the variables. The equation 
of the adjusted model associated with the AZT VIVACE fund are: 

 
𝐷(𝑉𝑉𝑉𝑉_𝑉𝐴𝐴_𝑉𝑉𝑉𝑉𝑉𝑉)  =  𝛽0𝑅𝐴𝐴_𝑉𝑉𝑉𝑅𝑉𝑉 + 𝛽1𝑅𝐴𝐴_𝑉𝑉𝑉𝑅𝑉𝑉 × 𝐷(𝑅𝑅𝑉_𝑉𝐴𝐴_𝑉𝑉𝑉𝑉𝑉𝑉), 
where: 

𝐷(𝑉𝑉𝑉𝑉_𝑉𝐴𝐴_𝑉𝑉𝑉𝑉𝑉𝑉) = 𝑉𝑉𝑉𝑉_𝑉𝐴𝐴_𝑉𝑉𝑉𝑉𝑉𝑉 –  𝑉𝑉𝑉𝑉_𝑉𝐴𝐴_𝑉𝑉𝑉𝑉𝑉𝑉(−1) 
and 
𝐷(𝑅𝑅𝑉_𝑉𝐴𝐴_𝑉𝑉𝑉𝑉𝑉𝑉) = 𝑅𝑅𝑉_𝑉𝐴𝐴_𝑉𝑉𝑉𝑉𝑉𝑉 –  𝑅𝑅𝑉_𝑉𝐴𝐴_𝑉𝑉𝑉𝑉𝑉𝑉(−1). 
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Table no.5 Estimation of parameters by MCMMP (Least squares) for the AZT VIVACE background after 
adjusting the model 

Source: Made by the author based on the data published on www.asfromania.ro, accessed on 14.03.2020 
 
The equation of the adjusted model becomese: 

(𝑉𝑉𝑉𝑉_𝑉𝐴𝐴_𝑉𝑉𝑉𝑉𝑉𝑉)  =  1,031910 + 10,75118 × 𝐷(𝑅𝑅𝑉_𝑉𝐴𝐴_𝑉𝑉𝑉𝑉𝑉𝑉) 
The regression coefficient 𝛽1𝑅𝐴𝐴_𝑉𝑉𝑉𝑅𝑉𝑉 = 10 indicates a direct link between the variables of 

the econometric model, complementing the Pearson correlation coefficient (0.684939). The 
increase by one unit of D(RRA_AZT_VIVACE) will lead to an increase by 10.75118 lei of 
D(VUAN_ AZT_VIVACE). 

The small value (1.031910) of the free term 𝛽0𝑅𝐴𝐴_𝑉𝑉𝑉𝑅𝑉𝑉  shows an insignificant influence of 
the factors not specified in the model on the evolution of D (VUAN_ AZT_VIVACE).  

The connection between the two indicators is direct and of medium intensity, the coefficient of 
determination (R-squared = 0.469140) showing that 46.914% of the variation D 
(VUAN_AZT_VIVACE) is explained by the evolution D (RRA_ AZT_VIVACE), the rest of the 
variation can be explained of other factors that are not included in the econometric model. 

From Table no. 5 we observe the adjusted coefficient of determination (Adjusted R-squared = 
0.402782) which also takes into account the number of explanatory variables and observations 
included (i = Included observations) in the model. 

The correlation ratio (R = 0.684939) tends to 1 and shows that the estimated regression model 
approximates the observation data well, having an average creditworthiness that suggests that the 
model can be adjusted in the future to obtain better results. The mean square deviation of the 
estimated errors (S.E. of regression) is 0.661341. 

The next stage of the analysis aims to verify the significance of the parameters for the 
econometric model adjusted using the t-Statistic test, which determines the ability of the 
independent variable to significantly influence the level of the dependent variable. 

 
7. Testing the significance of the parameters 

 
Testing the significance of the parameters in the case of the AZT_VIVACE fund involves 

defining the two hypotheses: 
 𝐻0𝑅𝐴𝐴_𝑉𝑉𝑉𝑅𝑉𝑉: 𝛽0𝑅𝐴𝐴_𝑉𝑉𝑉𝑅𝑉𝑉 = 0 ; 𝛽1𝑅𝐴𝐴_𝑉𝑉𝑉𝑅𝑉𝑉 = 0 (the parameters are not statistically 

significant, the model is not valid); 
 𝐻1𝑅𝐴𝐴_𝑉𝑉𝑉𝑅𝑉𝑉: 𝛽0𝑅𝐴𝐴_𝑉𝑉𝑉𝑅𝑉𝑉 ≠ 0 ; 𝛽1𝑅𝐴𝐴_𝑉𝑉𝑉𝑅𝑉𝑉 ≠ 0 (the parameters are statistically 

significant, the model is valid). 
With EViews the value of the t test statistic is obtained (generated in the t-Statistic column), on 

the line of each estimated parameter, as it is observed in Table no. 5. It can be noticed that 
𝛽0𝑅𝐴𝐴_𝑉𝑉𝑉𝑅𝑉𝑉: �𝑡𝑐𝑐𝑐𝑐𝑅𝐴𝐴_𝑉𝑉𝑉𝑅𝑉𝑉� = 4,933706, and 𝛽1𝑅𝐴𝐴_𝑉𝑉𝑉𝑅𝑉𝑉: �𝑡𝑐𝑐𝑐𝑐𝑅𝐴𝐴_𝑉𝑉𝑉𝑅𝑉𝑉� = 2,658924. 
The values are compared with the value of the t-Statistical distribution (𝑡𝑡𝑐𝑡𝑅𝐴𝐴_𝑉𝑉𝑉𝑅𝑉𝑉 = 2,306), 
for n-2 degrees of freedom and a chosen significance threshold of 5%.  

Given that the parameter 𝛽0𝑅𝐴𝐴_𝑉𝑉𝑉𝑅𝑉𝑉: �𝑡𝑐𝑐𝑐𝑐𝑅𝐴𝐴_𝑉𝑉𝑉𝑅𝑉𝑉� > 𝑡𝑡𝑐𝑡𝑅𝐴𝐴_𝑉𝑉𝑉𝑅𝑉𝑉 and the parameter 
𝛽1𝑅𝐴𝐴_𝑉𝑉𝑉𝑅𝑉𝑉: �𝑡𝑐𝑐𝑐𝑐𝑅𝐴𝐴_𝑉𝑉𝑉𝑅𝑉𝑉� > 𝑡𝑡𝑐𝑡𝑅𝐴𝐴_𝑉𝑉𝑉𝑅𝑉𝑉), it follows that the hypothesis is rejected and 
accepted alternative, which shows that the parameters are statistically significant at the chosen 
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significance threshold of 5%. 
The very low probabilities for the model parameters support the fact that the parameters are 

statistically significant (Associated Prob. C = 0.0011 <5% and Associated Probe D 
(RRA_AZT_VIVACE) = 0.0289 <5%). 

Following the application of the t-Statistic test for the adjusted econometric model, we can say 
that the parameters are statistically significant. 

 
8. Model validity testing 

 
To test the validity of the adjusted model, we have the assumptions: 
𝐻0: model is not statistically valid; 
𝐻1: model is statistically valid. 
”In order to test the validity of the regression model, the F test is used, having the following 

form: 
𝐹 = 𝑅2

1−𝑅2
× 𝑛−𝑘

𝑘−1
, 

where n – number of observations and k – the number of model parameters. From the Fisher 
distribution table, depending on a significance threshold α = 0.05 and the number of degrees of 
freedom ” (Andrei T., 2008, p. 120), 𝑣1 = 𝑘 − 1 = 1 și 𝑣2 = 𝑛 − 𝑘 = 10 − 2 = 8, take the value: 
𝐹𝑐𝑐𝑐𝑡𝑐𝑐 = 𝐹0,05;1;8 = 5,318. 

We can say that in the case of the AZT VIVACE fund the null hypothesis (𝐻0𝑅𝐴𝐴_𝑉𝑉𝑉𝑅𝑉𝑉) is 
rejected and the alternative one is accepted (𝐻1𝑅𝐴𝐴_𝑉𝑉𝑉𝑅𝑉𝑉) because 𝐹 − 𝑠𝑡𝑐𝑡𝑐𝑠𝑡𝑐𝑐𝑅𝐴𝐴_𝑉𝑉𝑉𝑅𝑉𝑉  =
 7,069876 > 𝐹𝑐𝑐𝑐𝑡𝑐𝑐𝑅𝐴𝐴_𝑉𝑉𝑉𝑅𝑉𝑉 = 5,318 , which means that the model is statistically significant. 
The model being valid for a significance level Prob. (F-statistic) = 0.000926, less than 5%. 

In conclusion, the adjusted econometric model associated with the AZT VIVACE fund is valid 
for a significance level of less than 5%. 

 
9. Verification of the fulfillment of the hypotheses of the simple linear regression model 

 
The functional form is linear for the adjusted econometric model: 

𝐷(𝑉𝑉𝑉𝑉_𝑉𝐴𝐴_𝑉𝑉𝑉𝑉𝑉𝑉)  =  1,031910 + 10,75118 × 𝐷(𝑅𝑅𝑉_𝑉𝐴𝐴_𝑉𝑉𝑉𝑉𝑉𝑉) 
 

9.1 The normality of the distribution of random errors and their average 
To test the normality hypothesis of random errors I will use the Jarque-Bera test, with the 

following hypotheses: 
𝐻0: random errors have normal distribution; 
𝐻1: random errors do not have normal distribution. 
 
Graph no.4 The Jarque-Bera Test – AZT VIVACE adjusted  

Source: Made by the author based on the data published on www.asfromania.ro, accessed on 14.03.2020 
 
Since the probability associated with the Jarque-Bera test is 0.849936, higher than the 

significance threshold of 5%, the null hypothesis will be accepted, the random errors having a 
normal distribution. It can be seen from Graph no. 4 that the average of the random errors is very 
small: 4,44e− 17 = 4,44 × 10−17), being a value very close to zero. Because the probabilities 
associated with the Jarque-Bera test are much higher than the chosen significance threshold (5%), 
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we can conclude that the random errors have a normal distribution after adjustment for the 
econometric model associated with the AZT VIVACE fund 

 
9.2 Homoscedasticity of random errors 

To see if the random errors are homoscedastic or not, I will apply the White Test with the 
assumptions: 

𝐻0: there is homoscedasticity; 
𝐻1: there is heteroskedasticity. 
Applying the White test in EViews 10+ Student Version Lite generates the results presented in 

Table no. 6. 
 
Table no. 6 The White Test – AZT VIVACE adjusted 

Source: Made by the author based on the data published on www.asfromania.ro, accessed on 14.03.2020 
 
After applying the White Test, for the econometric model associated with the AZT VIVACE 

fund, we find that 𝑃𝑟𝑃𝑃. (𝐹 − 𝑠𝑡𝑐𝑡𝑐𝑠𝑡𝑐𝑐) = 0,6528. Because this probability is higher than the 
chosen significance threshold (5%), we say that there is a high probability (65.28%) of being 
wrong if we reject the null hypothesis, so we will accept it by saying that there is homoscedasticity. 

In conclusion, the adjusted model of the AZT VIVACE fund followed the linear regression 
hypothesis regarding homoskedasticity. 

 
9.3 Non-autocorrelation of random errors 

To identify first-order autocorrelation, I will apply the Durbin – Watson Test. 
The assumptions for the Durbin-Watson Test are:  
𝐻0: ⍴ = 0 (there is no autocorrelation of first order random errors); 
𝐻1: ⍴ ≠ 0 (there is autocorrelation of first order random errors). 
EViews 10+ Student Version Lite generated for the AZT VIVACE fund in Table no. 5 Durbin-

Watson statistics = 1.977293. 
The critical values of the Durbin-Watson statistic for a significance threshold of 5% obtained for 

n = 10 and k = 1 are: dL = 0.88 and dU = 1.32. 
Since the calculated Durbin-Watson statistic is less than 4-dU = 2.68 and is greater than dL = 

0.88, we can accept the null hypothesis that there is no autocorrelation of first order random errors 
in the case of the adjusted model associated with the AZT fund. VIVACE. 

In conclusion, we can say that the adjusted model related to the AZT VIVACE fund observed 
the simple linear regression assumptions regarding the non-autocorrelation of first order random 
errors and can be used successfully for making forecasts. 
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10. Forecasts based on the estimated simple linear regression model 
 
In this stage of econometric modeling, I will forecast VUAN for the privately managed pension 

fund AZT VIVACE for the period 2020-2025, given that the RRA, in the period 2020-2025, will 
be constant and will have a value of 4.5%.  

 
Graph no. 5 Forecast of the unit value of the net assets of the AZT VIVACE fund for the period 2010-
2025 (lei) 

Source: Made by the author based on the data published on www.asfromania.ro, accessed on 14.03.2020 
 
According to the forecast made by econometric modeling using EViews 10+ Student Version 

Lite, VUAN_AZT_VIVACE will reach the level of 27.8 lei at the end of 2025 (Chart no. 5). We 
can also say with a 95% probability that VUAN_AZT_VIVACE on December 31, 2025 will fall in 
the range [19.2; 36.3]. 

The result obtained by the forecast highlights the increasing trend for the values of the VUAN 
indicator for the entire forecast period (Chart no. 5). This confirms the logical assumption that a 
positive annualized rate of return leads to an increase in the unit value of the net assets of an 
optional pension fund provided that other influencing factors remain unchanged. 

Following the processing of input data, using unifactorial linear regression, we obtained an 
econometric model with average creditworthiness for the fund under analysis, creditworthiness that 
manages to capture how the dynamics of the annualized rate of return influences the evolution of 
the net asset value. 

The unifactorial model resulting from the estimation is: 
𝑫(𝑽𝑽𝑽𝑽_𝑽𝑨𝑨_𝑽𝑽𝑽𝑽𝑽𝑽)  =  𝟏,𝟎𝟎𝟏𝟎𝟏𝟎 + 𝟏𝟎,𝟕𝟕𝟏𝟏𝟕 ×𝑫(𝑹𝑹𝑽_𝑽𝑨𝑨_𝑽𝑽𝑽𝑽𝑽𝑽) 

 
11. Conclusions 

 
Following the estimation of the econometric model, we obtained the following final results: 
• the determination coefficient confirms that the level of the annualized rate of return influences 

the increase of the unit value of the net asset, the value of this coefficient being 46.914%; 
• there is a significant direct relationship between the unit values of net assets and those of 

annualized rates of return. We can say that a one-unit increase in the annualized rate of return for a 
fund entails an increase in the unit value of net assets by 10.75 monetary units. 

I appreciate that the econometric model above is good for making predictions and can be 
improved by adding explanatory variables and transforming the unifactorial econometric model of 
linear regression into a multifactorial model. 
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Abstract 
 

Currently, knowledge and concern for reducing the budget deficit are still of great importance, 
especially as Romania is facing great difficulties in economic developments. This paper aims to 
provide an overview of the budget deficit in the European Union and in Romania. At the same time, 
this paper makes a brief assessment of the situation in which our country is in this period.  
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1. Introduction 
 

The economic approach of the budget concept emphasizes macroeconomic correlations and the 
link with the level and evolution of gross domestic product. In modern theory, the budget is 
considered an essential variable in determining the gross domestic product and the level of resource 
use. 

Fiscal governance capacity is high when it ensures the provision of a sufficient volume of 
revenue from the budget to avoid public debt problems and to finance public goods that are 
essential for social and economic development. 

 
2. Literature review 
 

Economist Paul Krugman referred to the budget deficit as one of the greatest inventions in 
finance, being an important basis for future development. Robert Eisner, a Keynesian economist, 
said that the budget deficit is like a sin, often perceived as morally wrong and extremely difficult to 
avoid. 

The size of the public budget deficit is greatly influenced by the phases of the economic cycle. 
In the conditions in which the revenues of the state budget are exceeded by the expenditures of 

the budget, to balance the budget, public debt is increased (Călinică R.M., 2019). 
 Meanwhile, the perspective on these issues has changed, and in the modern school conception it 
is wrong to look only at the budget deficit effects, this being only a piece of a larger, more 
comprehensive picture of how the government chooses to raise and spend funds. Mankiw (2008, p. 
536) considers that the single concern about the budget deficit is dangerous because it diverts 
attention from various other policies that redistribute revenue between generations. 

Mankiw (2008, p. 537) expresses an interesting opinion on the budget deficit and debt, as critics 
of the budget deficit argue that government debt cannot continue to grow indefinitely, but in fact it 
can, due to the population increase and the technological process, causes an increase in the 
economy over time. As a result, the state's ability to pay interest on government debt also increases.  
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Liebermann and Hall (2010, p. 736) share the same opinion, namely what worries a lot of 
people about the increase of public debt is the feeling that one day we will have to pay it all. But 
even if we can choose to pay it all at once, we do not have to. Never.  In their view there is nothing 
wrong for it to grow every year.  
 Economic theory shows that if the government tries to balance its budget in a period of 
recession, it will have to increase taxes or reduce its spending, but such a policy will tend to reduce 
demand exactly when it is needed, be stimulated thereby improving the magnitude of economic 
fluctuations (Mankiw, 2008, p. 535). Stiglitz (2006, p.128) has a similar view, considering that 
states should not counteract the increase in the deficit by increasing the level of taxes and duties.  
 Other authors address the problem of budget deficit in terms of getting closer to the poverty line 
and the trap of the dependence of national economies on transactions with neighboring countries, 
quantifying disadvantaged economic flows through the waste of public reserves on imports of high 
added value goods and services that weaken national economies and grow the degree of poverty 
(Menuet, Minea and Villieu, 2018). 
 The balance between public revenues and expenditures reflected in GDP is the source of 
sustainable economic growth, given that any debt has associated additional costs that once matured 
reveal the economic growth (Del Negro, Giannoni and Schorfheide, 2015; Westerhout and 
Beetsma, 2019).   

Legally, the state budget is а lаw, а normаtive аct with а рredictive аnd obligаtory chаrаcter, 
which authorizes аnd provides for the state’s revenues аnd expenses, for а period of one yeаr. The 
stаte budget reflects the finаnciаl, economic аnd sociаl рolicy oрtions of the stаte, regаrding а 
durаtion of one yeаr (Oprișan O., 2019). 

The main theories on the budget deficit are Ricardo's Theory on the budget deficit, The 
neoclassical Theory of the budget deficit and Keynes's Theory on the budget deficit. 

Nowadays, most economists believe that the deficit should be addressed as part of the 
countercyclical fiscal policy, but that it should not be a structural or a permanent deficit. 

 
3. Research methodology 

 
The research methodology is largely based on statistical data made public by Eurostat and the 

Organization for Economic Co-operation and Development (OECD). The purpose of this paper is 
to provide insight regarding the budget deficit in the European Union and in Romania. Therefore, 
this work is a combination of a meta-study approach and descriptive statistics.  

 
4. Findings 

 
4.1. The budget deficit at the European Union level 

The budget deficit problem concerns not only political but also economic issues, such as the 
equitable redistribution of social goods and the distribution of resources between generations. It is 
not admissible. It is not permissible for a generation to take on excessive risks caused by previous 
generations. However, the equity of the budget deficit distribution between generations depends on 
the fiscal system and the state expenditure system.  

There are four convergence criteria according to the Treaty of the European Union Functioning, 
art. 140, paragraph 1 (Treaty of the European Union Functioning, available at  https://eur-
lex.europa.eu/legal-content/ro/TXT/?uri=CELEX:12012E/TXT): 

 achieving a high degree of price stability, it results from an inflation rate close to 
the rate of up to three Member States with the best results in terms of price 
stability; 

 the soundness of public finances, it results from a budgetary situation that does not 
have an excessive public deficit; 

 compliance with the normal fluctuation limits provided for by the exchange rate 
mechanism of the European Monetary System for at least two years without 
devaluing the currency in relation to euro; 
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 the sustainable nature of the convergence achieved by the Member State subject to 
a derogation and its participation in the exchange rate mechanism, which is 
reflected in the level of long-term interest rates. 

 
Table no. 1. The balance of the public budget at EU level, period 2009-2019 (% of GDP) 

            Year   
 
Area/Country 
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2
0
1
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2
0
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2
0
1
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2
0
1
6 

2
0
1
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2
0
1
8 

2
0
1
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EU28 -4.6 -4.3 -3.3 -2.9 -2.4 -1.7 -1 -0.7 -0,8 
Belgium -4.3 -4.3 -3.1 -3.1 -2.4 -2.4 -0.7 -0.7 -1.9 
Bulgaria -2 -0.3 -0.4 -5.4 -1.7 0.1 1.1 1.8 2.1 
Czechia -2.7 -3.9 -1.2 -2.1 -0.6 0.7 1.6 1.1 0.3 
Denmark -2.1 -3.5 -1.2 1.1 -1.2 0.2 1.7 0.8 3.7 
Germany -0.9 0 0 0.6 0.9 1.2 1.2 1.9 1.4 
Estonia 1.1 -0.3 0.2 0.7 0.1 -0.5 -0.8 -0.6 -0.3 
Ireland -12.8 -8.1 -6.2 -3.6 -1.9 -0.7 -0.3 0.1 0.4 
Greece -10.3 -8.9 -13.2 -3.6 -5.6 0.5 0.7 1 1.5 
Spain -9.7 -10.7 -7 -5.9 -5.2 -4.3 -3 -2.5 -2.8 
France -5.2 -5 -4.1 -3.9 -3.6 -3.5 -2.8 -2.5 -3 
Croatia -7.9 -5.4 -5.3 -5.3 -3.3 -1.1 0.8 0.3 0.4 
Italy -3.6 -2.9 -2.9 -3 -2.6 -2.4 -2.4 -2.2 -1.6 
Cyprus -5.7 -5.6 -5.8 -8.7 -1 0.1 1.7 -4.4 1.7 
Latvia -4.2 -1.2 -1.2 -1.4 -1.4 0.1 -0.5 -0.7 -0.2 
Lithuania -9 -3.1 -2.6 -0.6 -0.3 0.2 0.5 0.6 0.3 
Luxembourg 0.5 0.3 1 1.3 1.4 1.8 1.4 2.7 2.2 
Hungary -5.2 -2.3 -2.5 -2.8 -2 -1.8 -2.4 -2.3 -2 
Malta -2.4 -3.5 -2.4 -1.7 -1 0.9 3.4 1.9 0.5 
Netherland -4.4 -3.9 -2.9 -2.2 -2 0 1.3 1.5 1.7 
Austria -2.6 -2.2 -2 -2.7 -1 -1.5 -0.7 0.2 0.7 
Poland -4.9 -3.7 -4.2 -3.6 -2.6 -2.4 -1.5 -0.2 -0.7 
Portugal -7.7 -6.2 -5.1 -7.4 -4.4 -1.9 -3 -0.4 0.2 
Romania -5.4 -3.7 -2.1 -1.2 -0.6 -2.6 -2.6 -3 -4.3 
Slovenia -6.6 -4 -14.6 -5.5 -2.8 -1.9 0 0.8 0.5 
Slovakia -4.5 -4.4 -2.9 -3.1 -2.7 -2.5 -1 -1.1 -1.3 
Finland -1 -2.2 -2.5 -3 -2.4 -1.7 -0.7 -0.8 -1.1 
Sweden -0.2 -1 -1.4 -1.5 0 1 1.4 0.8 0.5 
United Kingdom -7.5 -8.2 -5.5 -5.6 -4.6 -3.4 -2.4 -2.3   -2.1 

Source: Made by the authors, according to Eurostat data 
 
The evolution of the public budget balance at the level of the European Union, in 2019, is 

highlighted graphically. 
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Figure no.1. The balance of the public budget at EU level, in 2019

 
Source: Made by the authors, according to Eurostat data 
 
According to Figure 1, the share of public deficit in GDP in the EU28 decreased from -1% in 

2017 to -0.6% in 2018. In 2018, 13 countries in the European Union recorded a public surplus: 
Luxembourg (2,4%), Bulgaria and Malta (both 2%), Germany (1.7%), the Netherlands (1.5%), 
Greece (1.1%), the Czech Republic and Sweden (both 0.9%) , Lithuania and Slovenia (both 0.7%), 
Denmark (0.5%), Croatia (0.2%) and Austria (0.1%). 12 Member States of the European Union, 
recorded in 2018 deficits below 3.0% of GDP, namely Belgium, Estonia, Spain, France, Italy, 
Latvia, Hungary, Poland, Portugal, Slovakia, Finland and the United Kingdom. Two Member 
States had deficits greater than or equal to 3% of GDP: Cyprus (-4.8%) and Romania (-3.0%). 

 
4.2. The budget deficit in Romania 

 
In Romania, economic activity continued its upward trend in 2018, but the growth rate slowed 

compared to 2017. This economic growth was accompanied by significant fluctuations in inflation 
and a significant deepening of the current account deficit.  

Fiscal-budgetary policy in 2018 continued to deviate from the medium-term objective, the 
budget deficit expressed as a share in GDP according to the European System of National and 
Regional Accounts 2010 (ESA 2010) being slightly above the initial target level, but very close to 
the 3% threshold, while deficit targets expressed in nominal terms, both according to cash 
standards and according to ESA 2010 have been exceeded. In 2018 the structural deficit deepened 
compared to the previous year, respectively to 2.98% of GDP compared to 2.94% of GDP in the 
previous year.  

Despite the marked structural budget balance that better reflects the tax position of an economy 
presents several disadvantages, most notably related to uncertainty in its estimation. Thus, the value 
of the structural balance is dependent on the level of the output gap, which in turn is dependent on 
potential GDP, an unobservable size which is often subject to significant revisions.  

Figure no.2. Structural deficit, fiscal momentum and excess demand 

 
Source: Annual Report of the Fiscal Council in Romania 2018 
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Tax collection efficiency index decreased for direct taxes paid by the population has stagnated 
for VAT but recorded positive developments for direct taxes paid by businesses. The results 
obtained were partially affected by the incidence of discretionary fiscal policy measures. 

In Figure no.3 the evolution of the social insurance budgets balance (pensions, unemployment 
and health) is analyzed, in the period 2000-2007 social insurance budgets were characterized by a 
relatively balanced balance even in surplus, and after 2008 they passed on deficit, representing an 
important component of deficit total, respectively between 64% and 81% in the period 2010-2017. 
In 2018, the deficit of social insurance systems decreased considerably, reaching 10% of the total 
budget deficit.  

 
Figure no.3. Social security budget deficit (pensions, unemployment and health) and total budget deficit - 
ESA 2010 (% of GDP) 

 
Source: Annual Report of the Fiscal Council in Romania 2018 

 
Table no.2. Incomes, expenses and deficit of the general consolidated budget, 2017-2019 

Year UM Incomes Expenses Deficit 
2017 Mil.lei 254,717 278,817 -24,100 
2018 Mil. lei 287,528 314,487 -26,960 
2019 Bil. lei 342,675 370,924 -28,249 

Source: Made by the authors, according to the Ministry of Public Finance 
 

Table no.3. Quarterly distribution of incomes, expenditures and deficit of the general consolidated budget for 
2020 
Period UM Incomes Expenses Deficit 
Trim. I Mil.lei 72,711 99,284 -26,572 
Trim.II Mil. lei 81,150 112,895 -31,745 
Trim III Mil. lei 87,966 99,357 -11,390 
Trim. IV Mil. lei 99,272 102,065 -2,793 

Source: Made by the authors, according to the Ministry of Public Finance 
 
In Table no.2 we presented the revenues, expenditures and the deficit of the general 

consolidated budget, in the period 2017-2019. Regarding the incomes, there was an evolution as 
follows: they increased by 12.88% in 2018 compared to 2017, they increased by 19.17 % in 2019 
compared to 2018. Expenses increased by 12.79% in 2018 compared to 2017, and in 2019 
increased by 17.94% compared to 2018. The deficit in 2017-2019 recorded the values: -24,100 in 
2017, -26,960 in 2018, -28,249 in 2019. 

In Table no.3 we presented the quarterly distribution of incomes, expenses and deficit of the 
general consolidated budget for 2020. In Quarter. IV there is a significant increase of incomes by 
12.85% compared to Quarter. III, and the expenditure increased by 2.72% in Quarter. IV compared 
to Quarter. III. 
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4.3. The economic, financial and budgetary impact generated by the COVID-19 effects on 
Romania 

Romania's economy will be strongly affected by restrictive measures in the context of pandemic 
coronavirus (European Semester- 2020 Country Report Romania 2020). 

According European Economic Forecast Spring 2020, at the onset of the COVID-19 crisis 
Romania’s economy was growing at an annual rate of around 4%, mainly driven by private 
consumption. However, signs of macro-economic imbalances had already emerged, notably in the 
form of high and growing current account and fiscal deficits. 

The Romanian economy evolution is similar to that at European level against the background of 
negative developments as a result of the measures that had to be implemented in the context of the 
pandemic coronavirus, restrictive measures that led to the closure of European economies. 

The pandemic shock is unparalleled in contemporary history and poses a huge challenge to 
governments and medical systems to save lives. This requires an exemplary mobilization of 
resources with a large impact on economic policies, on public budgets. The current crisis is 
multiple, its components interfering: a health component caused by the pandemic, a social one and 
an economic crisis that manifests itself, both on the demand and supply side, which also has a 
reliable aspect. We can identify at least four main mechanisms for transmitting the effects of the 
economic crisis (Fiscal Council opinion on the draft rectification of the consolidated general budget 
for 2020, available at http://www.consiliulfiscal.ro/Opinie%20Rectificare%20I%202020.pdf): the 
imposition of measures related to the exceptional situation leads to an internal shock on aggregate 
demand but also to a shock on aggregate supply, a transmission of negative trade dynamics / 
shocks, and the world economy in general, on national economies, and in some countries , there 
could be an increase in shocks in the relationship between the real economy and the financial 
sector. 

High levels of budget deficits exert pressure on funding possibilities in the context of access to 
resources in foreign markets is becoming increasingly problematic - especially emerging 
economies. According to the Fiscal Council estimates, Romania's financing needs increase from 
about 8.6% of GDP in 2019, to levels between 11% and 14.3% of GDP depending on the scenarios 
considered in 2020, respectively between 119, 5 billion lei and 144.3 billion lei. Although fiscal 
rules have been temporarily suspended in the EU, covering such financing needs poses great 
challenges for Romania, arising from the limited debt absorption capacity of the internal market, 
uncertainties about the availability of financing on foreign markets. 

 
5. Conclusions 

 
The budget deficit has now become a common phenomenon in many countries against the 

background of the amplification of public expenditures. 
In the current conditions of economic activity, in which the need for financial resources is 

greater than the existing funds, the elaboration of budgets at any level is one of the primary 
problems, especially as regards the principle of budgetary balance. In most cases, the budget 
balance is not automatically achieved by covering budget expenditures with budget revenues. In 
this case it can be said that the budget is elaborated with a financing deficit. 
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Abstract 
 

 This paper aims at studying the regulation framework in the field of education and continuous 
training of human resources, appropriate literature, statistical data and carrying out a case study 
regarding the financing of human resources development in a company that activates in the energy 
sector. The case study is based on the analysis of the company Colterm S.A. from Timisoara, based 
on annual data provided for the period 2011-2015.  

The main conclusions relate to the fact that the expenses forecast regarding the employee 
professional training is not based on the analysis of training needs, and the company does not use 
tools to measure the impact of training programs on the company's economic development. 
Generally, the benefits of training programs are limited to solving legal requirements, obtaining 
competency certificates, or improving the skills needed for performing work activities by not 
studying the impact of human resource development on the company's performance. 

 
Key words: training, human resources, financing, skills, performance 
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1. Introduction 
 

The human resource through its professional, social or private behavior defines the current 
society from a pragmatic point of view rather than an epistemological one. Whether we call it an 
information society, a postmodern society or globalization, it is obvious that we are witnessing a 
remodeling of human interactions, in terms of labor, human and educational relationships. 

Postmodernism introduces an important feature in any current analysis, namely that no longer a 
subject can be analyzed unidimensional, paradigmatically, descriptively, but it requires a multi-
criteria analysis of reality and declaring the own perspective. 

Another opinion would be that with globalization we face a process of equal intensity, but the 
opposite direction, namely atomization. Globalization as a phenomenon of world transformation 
into a unit determines modern organizations to change. In what regards Romanian organizations, 
the most important source of change is given by the top managers or owners (Predişcan, 2004). 
Therefore, the allocation of financial resources for the training of the coordinated staff plays a very 
important role. Taking this into account, we can say that they have at least a moral duty in terms of 
development to reduce the economic gap between developed countries and Romania. In the context 
of the current Romanian society, with a training economy, business failure is mainly motivated by 
the improper management of the financial resources of the organization. Unfortunately, there are 
few who realize that failure is due to poor use of human resources, lack of motivation or failure to 
correlate the reward system with the performances achieved. Each organization combines in 
different proportions the material resources, financial resources, information and human resources 
in order to produce their own goods and services. 
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Economic and social development takes place through direct interaction with the human 
resource, which is at the same time the main engine and the main beneficiary of this development. 
That is why the premise of economic and social development is given by the development of 
human resources. Considering the importance of human resources in the current society, this paper 
aimed at studying the main laws in the field of education and continuous training of human 
resources, studying specialized papers in the economic, social and human resources management 
field, studying statistical data and making a case study on financing human resource development 
in an energy company. 

Given this, the main aim of the paper is to examine the financing of humane resource 
development for a representative company within energy sector and operating in Timisoara. The 
remainder of the paper is organized as follow. The second section provide a brief literature review 
related to human resource training and development. Section 3 report the data collected and the 
results whereas section 4 concludes. 
 
2. Literature review 
 

Nowadays, organizations have an intellectual heritage that they must manage in the most 
appropriate way to be competitive in a competitive market. This patrimony must be permanently 
developed through training and refinement to ensure a natural continuity in the plan of systematic 
transmission/accumulation of knowledge and experience (Deaconu et al., 2004). Therefore, 
motivation to invest in human resources development from the perspective of "modern enterprise" 
encompasses a pool of knowledge, procedures and experiences that stem from the intrinsic 
characteristics of this organization. People who are part of it need to be up to date with new legal 
regulations, revised procedures, new technologies and good practices through natural exchanges of 
experiences. In fact, it's about learning a business culture as shown by the authors mentioned 
above. Human resources development has this mission to permanently transmit the “modern 
enterprise” patrimony to employees (Deaconu et al., 2004, p.262).  

“Adults learn to progress in their careers to get better and better paid jobs, to have a better social 
status, a higher social status, to become personalities and experts in a certain area. Their motivation 
is predominantly intrinsic and determines their engagement in training activities of their own will, 
knowing that continuous training is the condition of developing their own personality” (Dumitru 
and Iordache, 2002, p.15). Considering this observation, though adults are concerned about 
continuous improvement, this concern is often not materialized due to the absence of financial 
resources. Thus, the allocation of resources for the development of training programs becomes a 
problem of management. This type of investment is running slower or does not exist in small 
companies, compared to big companies that benefit from budgets in this respect. “The financial 
motivation of strategic human resources should not be strictly an expense. The return/risk ratio 
becomes effective only when the organization has an own training system designed to develop 
specific competencies” (Burlea, 2008, p.13). The author makes a more detailed explanation of the 
dominant features for the sources of motivation that can be the basis of decisions for continuous 
training and education. Thus, the desire for improvement in the interest of innovation and 
efficiency, in order to work better, faster; the concern to achieve a team-friendly climate; the desire 
to be influential; stability is a source of motivation for decisions that can be made about investing 
in human resources development. 

To emphasize the role of the educational process in all its forms, vital at individual, national, 
European or world level, we show its definition in the literature. According to sociologists Ferréol 
et al. (1998, p. 62), “in the most general sense, the term education means any social activity aimed 
at transmitting to the individuals the collective inheritance of the society in which they are inserted. 
His field of comprehension thus includes, to the same extent, the socialization of the child by 
his/her family, the instruction received in institutions with explicit educational purposes (schools, 
youth movements) or within the various groups (sports associations, cultural groups, political 
groups), the influence of the group of friends, that of the media, etc. At the limit, the field of 
education is so vast that no action aimed at any transmission of the culture and values of a society 
can be ruled out”.   
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We note that training and refinement are intertwined, and it is often difficult to assess whether 
certain activities are training or retraining, referring to “all general, technical and practical 
knowledge related to the exercise of a profession, but also to behaviors, attitudes and dispositions 
which allow integration into a profession and generally in all social activities” (Ferréol et al., 1998, 
p.80).  

The engine of developing a nation and society in general is the economy. The development of 
the economic environment depends fundamentally on education in all its forms. In the Romanian 
society, as compared to the one in the member states, the necessity of the changes, but also the 
blockages in the plan of change, are observable, in a globalized and globalizing, multiculturalized, 
technologicalized and computerized world. And equally obvious is that the educational 
environment is more and more concerned with developing programs, and their purpose, at least 
theoretically, would be the incidence in the economy and the development of society. Why? The 
answer to such a question is complex, but the educators have the duty, at least morally, to find 
optimal responses and solutions for the generations that will benefit from a solid structure in 
development. 
 
3. Data and results 
 

The case study was performed based on information and interviews within Colterm S.A. from 
Timisoara, according to the management's agreement as a resolution given to Address No. 22619 / 
06.12.2016 formalized request. The economic data were obtained from the Economic Department 
and those related to human resources from the Human Resources Department. Interviews were also 
carried out with senior management positions on human resources development within the 
company. Interviews were not recorded, providing only explanations on the topic. Source: authors’ 
own calculations 

As company description according to 2017 one can mention: 
• COLTERM S.A. Timişoara was established in 2004 through the Local Council 

Decision, through the reorganization of two companies: TERMOCET 2002, and 
CALOR. 

• It is subordinated to the Local Council of Timişoara and has as its object of activity: 
• production, transport, distribution and supply of thermal energy; 
• production and sale/supply of electric energy; 
• operation, maintenance, repair and development of thermal networks and 

installations in thermal points and plants; 
• cold water hydrophoresis - through hydrophore stations from 46 thermal points 

and plants, cold water is provided in all buildings with more than ground+4 
floors; 

• installation and operation of cost allocation systems; 
• transport activities - railway shunting. 

Data on human resources within the company at November 31st, 2016:  
• Total employees: 851 persons out of which: 

o 28 persons under the age of 29 years; 
o 59 persons aged between 30 and 39 years; 
o 357 persons aged between 40 and 49 years; 
o 219 persons aged between 50 and 55 years; 
o 142 persons aged between 56 and 59 years; 
o 46 persons over the age of 60 years. 

• Situation of the employed staff regarding the occupational category out of a total of 851 
employees: 

o 6 persons – Mandate Contract (2 persons aged between 30 and 39 years, 3 
persons aged between 40 and 49 years, 1 person aged between 50 and 56 
years); 

o 212 persons – TESA personnel (22 persons under the age of 29 years, 19 
persons aged between 30 and 39 years, 62 persons aged between 40 and 49 

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

939



years, 42 persons aged between 50 and 55 years, 47 persons aged between 56 
and 59 years, 20 persons over the age of 60 years); 

o 36 persons – Foremen (1 person under the age of 29 years, 1 person aged 
between 30 and 39 years, 14 persons aged between 40 and 49 years, 8 persons 
aged between 50 and 55 years, 7 persons aged between 56 and 59 years, 5 
persons over the age of 60 years); 

o 597 persons – Workers (5 persons under the age of 29 de ani, 37 persons aged 
between 30 and 39 years, 278 persons aged between 40 and 49 years, 168 
persons aged between 50 and 55 years, 88 persons aged between 56 and 59 
years, 21 persons over the age of 60 years). 

 
Table no. 1. Economic data regarding the humain resource considering information from the 4th quarter 
of 2016 

Indicator Foreseen Realized 
10 months 

Estimated 2 months 
(similar oct. 2016) Estimation 

12 luni 

Difference
s from 

bvc Nov-16 Dec-16 

Basic salaries 32,500,000 27,593,000 2,746,000 2,746,000 33,085,000 -585,000 

Social cultural expenses 600,000 497,000     650,000 -50,000 

Vouchers 1,640,000 1,543,000 150,000 150,000 1,843,000 -203,000 

Salary differences 2,764,000 413,000 650,000 2,641,000 3,704,000 -940,000 
Payroll mandate 
contracts 881,000 574,000 60,000 60,000 694,000 187,000 

Board allowances  424,000 180,000 18,000 18,000 216,000 208,000 
Contributions related to 
wages 8,457,000 6,649,000 662,000 900,000 8,211,000 246,000 

Total labor costs 47,266,000 37,449,000 4,286,000 6,515,000 48,403,000 -1,137,000 
TOTAL EXPENSES BVC 2016: 181,525,000 
% (impact on the general budget): 26.04% 

Source: authors’ own calculations 
 
3.1. Self-financing of human resource development 

The human resources development policy in the analyzed period (2011-2015) mainly involved 
the training and improvement of employees with the help of Authorized Training Providers in 
various specialties. The financing was provided through a budget line for each year in the Revenue 
and Expenditure Budget (BVC) from its own financial sources. The professional training of the 
employees is also regulated in the Collective Labor Agreement at the company level. Thus, in table 
2 we present the situation of the expenses with the professional training for each year: 
 

Table no. 2. Annual statement of expenditure regarding the professional training during the period 2011-
2015 

Item 2011 2012 2013 2014 2015 
Professional training costs in 
BVC 20,000 10,000 100,000 100,000 200,000 
Total expenses BVC 236,404,800 213,393,000 206,671,000 193,174,000 177,084,000 
Expenditure on training 
Accomplished 18,494.64 78,964.85 80,857.81 120,646.34 63,504.10 
Total expenses  
Accomplished (BVC) 267,024,381 227,112,606 215,253,804 201,867,742 188,357,988 
Share proposed in total BVC 
regarding the professional 
training 0.0085% 0.0047% 0.0484% 0.0518% 0.1129% 
Share in the execution of 
BVC regarding the 
professional training 0.0078% 0.0370% 0.0391% 0.0625% 0.0359% 

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

940



Professional training 
expenses in BVC 20,000 10,000 100,000 100,000 200,000 

Professional training 
expenses Accomplished 18,495 78,965 80,858 120,646 63,504 

Total expenses  
(BVC) 236,404,800 213,393,000 206,671,000 193,174,000 177,084,000 

Total expenses  
Accomplished (BVC) 267,024,381 227,112,606 215,253,804 201,867,742 188,357,988 

Source: authors’ own calculations 
 

Figure no. 1. Expenditure forecast regarding the professional training and total expenditures forecast 

 
 

Expenditure with professional training in BVC        Total BVC expenditure 
 
Source: authors’ own calculations 

 
The first graph shows a decreasing expenditure forecast in BVC between 2011-2015, while the 

forecast regarding professional training expenses decreases in 2012 compared to 2011 but increases 
considerably in 2013 and also in 2015. 
 

Figure no. 2. Expenditure incurred with professional training and total expenditure incurred 

 
 Expenditure incurred with professional training in BVC          Total expenditure incurred in BVC 

 
Source: authors’ own calculations 

 
The graph presented in Figure 2 shows an important aspect: while total BVC spending is 

decreasing, professional training costs are rising. More precisely, professional training expenditure 
increases considerably if we compare 2011 and 2014 
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Figure no. 3. Share of the expenditures made and those proposed in the BVC regarding the professional 
training 

 
 Share of expenditure made with professional training in BVC    
 Shared of expenditure proposed with professional training in BVC 

 
Source: authors’ own calculations 

 
We can see from Figure 3 that the two weights are balanced, which shows a management 

concern in this type of execution of the budget line. 
 

Figure no. 4. Forecasted and accomplished expenses regarding the professional training 

 
 Forecasted expenditure with professional training            
Accomplished expenditure incurred with professional training 

 
Source: authors’ own calculations 

 
This type of result as it is positioned in the graph in Figure 4 shows us an oscillating trend of the 

expenditures made compared to the predicted ones. This may conclude that decisions for human 
resources development do not support coherent planning but rather a planning based on certain 
decisions in response to certain pointed requests during the year. 
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Figure no. 5. Total BVC expenses and total expenses made 

 
 Total BVC expenses          Total BVC expenses made 

 
Source: authors’ own calculations 

 
The trends in Figure 5 show that each year the forecasted budget has been exceeded, but the 

five-year trend shows their decrease. Interviews show that even the human resource spending has 
decreased. 
 
3.2. External financing for human resource development 

The employees of the company also benefited from professional training with the help of 
European funds in the framework of a POSDRU project entitled ˮFormarea profesională şi 
promovarea utilizării noilor tehnologii în scopul creşterii adaptabilităţii angajaţilor şi managerilor 
de la toate nivelele din domeniul energetic în vederea creşterii calităţii serviciilor prestate şi 
îmbunătăţirii activităţilor şi proceselor specifice.ˮ 

This project have been implemented during the period September 2010 to August 2013 in 12 
locations across the country, including Timisoara. The total budget of the project was 6,318,088 lei. 

 In this way, employees of Colterm S.A. had attended the following training courses: 
• development of skills to increase the efficiency and effectiveness of operating and 

maintenance personnel in the field of energy: 226 persons; 
• development of managerial skills for executive, department, and line managers in the 

field of energy: 8 persons; 
• development of skills health and safety management for TESA staff in the field of 

energy: 111 persons; 
• development of environmental management skills for TESA staff in the field of energy: 

111 persons; 
• training in the field of information technology and computers: 146 persons.  

The impact of the project on the company was obvious from two perspectives, namely training 
of employees and obtaining certificates of competence, and improvement of a training room 
equipped with 20 computers, servers, internet access and video projector. The total amount 
attracted for the company under this funding project cannot be repaid but can be deducted through 
additional calculations of the completed project. 
 
4. Conclusions 

 
The main conclusions resulting from the interviews regarding the forms of financing and the 

human resources development policy are the following. First, expenditures forecast for employee 
training are not based on the analysis of training needs. This is done as a proposal for an amount to 
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the Economic Department by the heads of organizational entities within the company. Emergencies 
related to obtaining/maintaining competencies to comply with legal requirements are especially 
taken into account. For example, training requirements that are mandatory in the fields of Health 
and Safety at Work, Emergency Situations, Safety of Installations and Work Means. Also, some 
specializations in the field of Energy Management, Quality Management, Environmental 
Management. 

Second, at the company level, there is a self-assessment practice for the employee who can 
advise management to approve the participation in a training course and management decision to 
run training programs when certain difficulties arise in the work processes. That is a reactive 
approach rather than a proactive one. 

Third, within the company, there is no working meant tool to measure the impact of training 
programs on economic developments. The benefits of training programs are limited to solving legal 
requirements, obtaining competency certificates, or improving the necessary skills in work 
activities. 

Through this study we try to argue the importance and the impact of the continuous 
development of human resources from the perspective of the forms of financing regarding the 
continuous training. This must be a concern for both management and employees. The lack of 
interest in financing forms has possible negative effects that would affect the position on the labor 
market, which is extremely competitive. Moreover, in the knowledge economy, the development 
and use the human resources at its full capacity is a decisive factor in maintaining competitiveness 
(Stan, 2002). 

Structural funds are important due to their potential positive impact on the economic and social 
development plan. Moreover, their importance has led to the establishment of a profile ministry in 
Romania with a role in business management in this respect. The development of human resources 
is an important chapter for the Ministry of European Funds, whose mission during the period 2014-
2020 is to ensure the successful implementation of the declared winning projects on the one hand 
and to play an educational role in understanding the good practices, on the other hand. 
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Abstract 
 

In an ever-changing competitive environment, entities have become aware of the importance of 
monitoring the performance. Profit was and continues to be considered the most important 
indicator of measuring financial performance, but good performance does not depend only on the 
profitability of the entity. There are a multitude of performance measurement indicators in order to 
accurately assess the financial health of the entity. In this regard, the principal objective of this 
research is to present the indicators used in the activity of measuring financial performance. The 
research results show that depending on the interests of users of accounting information, 
performance is perceived differently, either by profit, results, sustainable development, liquidity, 
profitability, efficiency, cash flow, and in the context of measurement performance we have a series 
of indicators to measure it, which derives from the consideration that an assessment of the health 
of an entity based on the profit obtained is not sufficient. 

 
Key words: intermediate management balances, liquidity indicators, solvency, profitability, 
financial performance 
J.E.L. classification: L25, M40, M41 

 
 
1. Introduction 
 

Financial performance is a major point of interest for both the internal and external environment 
of the entity. Thus, the measurement of financial performance must also to a certain extent address 
the needs or interests of the participants in the economic life of the entity. The need to know the 
financial performances brings with it the need to analyze, measure, diagnose profitability as a tool 
to monitor the financial health of the entity, thus representing a measure to assess the entity's health 
and identify deficiencies, irregularities, anomalies, risks that threaten the smooth running of the 
economic activity of the entity. Profit was and continues to be considered the best indicator of 
performance appreciation, but good performance does not depend only on the profitability of the 
entity. In most cases, the profit recorded by an entity in a reporting period does not accurately 
reflect the actual benefits of the activity performed. There are a multitude of performance 
measurement indicators in order to accurately assess the health of the entity. Knowing different 
assertions, the performance of an entity must be measured depending on the interests of users, in: 
profitability, intermediate balances, liquidity, solvency, economic balance, value added. All these 
aspects do nothing but highlight the major importance that the activity of measuring financial 
performance has in monitoring the health of economic entities, being a complex activity of 
determining the course of an entity, used mainly by decision makers for substantiation of opinions. 

 
2. Literature review  

 
Financial performance is a major point of interest for both the internal and external environment 

of the entity. Thus, the measurement of financial performance must to a certain extent also address 
the needs or interests of the participants in the economic and social life of any economic entity. The 
literature is very rich in terms of assertions, considerations related to measuring performance. 
Much of the academic research on performance appraisal has been focused on measurement issues 
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(DeNisi & al, 2006). Companies have understood that for a constantly changing competitive 
environment it is necessary to monitor and understand the company's performance, through a 
performance measurement and management system, which supports decision-making processes by 
collecting and analyzing information (Taticchi & al, 2010). According to Atkinson et al. (1997) 
performance measurement should help the economic entity to understand and assess the value 
received from suppliers and employees, the value provided by the stakeholders and the 
effectiveness of processes implemented in the economic entity and its strategic properties, we can 
say that performance measurement plays the role of diagnosis, analyzing, and monitoring of 
financial entity's activities. 

Profit was and continues to be considered today the main indicator for evaluating the financial 
performance of the company. There are a number of studies on the notion of profit. Profit is the 
best known performance indicator, being a consequence of risk, a reward that the company can 
receive for risking its capital (Barbuță-Mișu, 2009). The analysis of specialized studies shows that 
the profitability of an entity is essential in the conditions of a dynamic economic environment, and 
making a profit as a measure of profitability (increasing revenues versus reducing expenses) is the 
main objective of an economic entity. The state of profitability represents the first level of ensuring 
the performance of an economic activity; this can be highlighted both in absolute form (by 
calculating profitability levels) and relative - by calculating profitability rates (Achim, Borlea, 
2017).  

Measurement of financial performance is based on the financial statements, and we can say that 
the performance is influenced by applied accounting and reporting methods (Beranova &al). The 
content of annual financial reports aims the performance assessment based on revenues and 
expenditures, and these are the principal elements use to establish the results and profitability. The 
performance assessment is considered by many authors a particularly useful method to determine 
the current financial situation compared with the competitors’ situation and their own expectations 
[Tehrani et al, 2012]. Since the easiest way to reflect the performance of an economic unit is 
through its earnings, expressed either in absolute values (profit) or relative values (profitability), 
and the company's performance is considered based on the profit and loss account, calculating 
various indicators in this regard (Paliu-Popa,2011). The relationship between financial performance 
and the entity's interaction with the environment is the subject of many specialized studies. An 
example in this sense is provided by the author Yilmaz (2013) who mentions that in order to 
achieve sustainable development and growth, companies must assume several duties, which are 
called social responsibilities. A complex approach in this regard is found in some authors (Akisik, 
Gal, 2014) who mention that although financial reporting still provides the basis for assessing the 
performance of the business, these reports do not contain all the information required by users of 
accounting information’s. Stakeholders, such as customers and employees, are looking for other 
types of information, such as the impact of the company's operations on society and the 
environment. In this respect, the perspective of measuring performance through financial and non-
financial indicators is presented. To assess the performance of economic entities it is required that 
performance evaluation to be done with a balanced multidimensional system, including both 
financial ratios and non-financial indicators in order to reduce the limits of the two categories of 
indicators (Pintea, 2012). 

Financial indicators offer a short-term perspective upon performance, which represents one of 
the limits most frequently formulated. Another limit is represented by the fact that financial 
indicators are often the result of complex and even debatable calculations, requiring complex 
economic and financial knowledge. Generally, the information provided to the deciding factors 
must be obtained rapidly and it must be intelligible in order to facilitate quick decision-making. 
The fields of interest concerning management, investors and creditors are presented in the 
following table, together with the most frequently used methods of performance measurement. The 
same bibliographic source mentions that another limitation is that financial indicators are often the 
result of complex and even questionable calculations, which require complex economic and 
financial knowledge, and, in general, the information provided to decision makers must be obtained 
quickly and must be intelligible to facilitate rapid decision-making (Nicu, 2012). Even though more 
and more analysts confirm the importance of analyzing non-financial indicators, the financial 
indicators will hold the supremacy in consolidating the measurement of the company’s 
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performance due to ease with which the results can be analyzed and interpreted (Nicu, 2012).  
In her work, the author Berheci (2011) deals with performance measurement indicators in close 

connection with stakeholders. In this sense, it considers that the interests of stakeholders require 
that performance measurement indicators be different. In this sense, in the table below (Table no 
1.) we find the most important performance measurement indicators, grouped by categories of user 
objectives: 
 

Table no. 1. Performance measurement indicators 
 

USERS 
 

OBJECTIVES AIMED 
 

Performance measurement indicators 
Shareholders 
 

Evaluating the value of the entity and the 
ability to remunerate the invested capital 

- Net profit and rates built on it  
- Indicators that express value creation 
 

 
Managers 

Estimating the strategic and tactical objectives 
and the degree of their achievement 
 

- Indicators of resource use (cost and 
expenditure indicators)  
- Indicators of result, efficiency, 
effectiveness  
- Activity indicators (management)  
- Indicators specific to sustainable 
development 
 

Creditors Determining the company's ability to generate 
cash or cash equivalents 
 

- Liquidity indicators 
- Solvency indicators 
- Cash flow indicators 
 

Employees 
 

Establishing the form and level of 
remuneration, as well as assessing the stability 
of the enterprise 

- Activity indicators 
- Efficiency indicators 
 

Customers 
 

Estimating the quality of production and 
assessing the stability of the entity 
 

- Production quality indicators  
- Total quality indicators 

Public Appreciation of sustainable development 
 

-Specific sustainable development 
indicators 

Source: (Berheci, 2010, pg. 377) 
 

Analyzing the content of the table above, the following highlights can be made: depending on 
the interests of users of accounting information, performance is perceived differently, either by 
profit, results, sustainable development, liquidity, profitability, efficiency, cash flow, and in the 
context of measurement performance exist a series of indicators to measure it, which derives from 
the consideration that an assessment of the health of an entity based on the profit obtained is not 
sufficient. 
 
3. Research methodology 

 
The research aims to present the current state of knowledge, using specialized bibliographic 

references, highlighting current concepts on the indicators used in the activity of measuring 
financial performance, an objective achieved by using the review of the specialized literature as a 
research method. We use the theoretical to present important concepts in relation to the studied 
topic. Graphic representation as a research method was used in the paper to summarize the 
indicators use in the activity of assessing financial performance. We use participatory observation 
and substantiation of opinions for the analysis and interpretation of the results and for achievement 
of the proposed objectives. 
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4. Findings 
 

In an ever-changing competitive environment, entities have become aware of the importance of 
monitoring the performance. There are a series of performance measurement indicators in order to 
accurately assess the financial health of the entity. 

 
4.1. Profitability indicators  

 
One of the forms of expression of economic efficiency is profitability with edifying synthesis 

power, so that it includes all economic and financial aspects of companies and is a reference 
indicator for substantiating decisions and guidance of enterprise behavior (Burja, 2017). Recent 
studies in the field bring into question the perspective of measuring financial performance through 
market-based or accounting-based methods. In this regard, some authors (Feng Shen & al, 2019) 
attribute to accounting-based methods the use mainly of information in financial statements to 
build measurement indicators that reflect the organizational capabilities of the enterprise, such as 
asset return (ROA) (Muhammad et al. 2016), return of sales (ROS) (Iwata and Okada 2011), return 
on investment (ROI) (Latan et al. 2018) and return on equity (ROE) (Wagner et al. 2012). Market-
based methods use information from capital markets and focus on shareholder profitability. 
Gruszczynski (2006) presents the most important indicators used to measure the company's 
performance, indicators such as market value, ROA, ROE, EBIT; noting that these variables are 
sometimes uncorrelated, they measure the same performance differently. Regarding the assessment 
of financial performance, there are some studies that conclude that ROA (return on assets) is the 
most common indicator of performance measurement (Lim, 2019). 

The assessment of financial performance based on profitability indicators involves the 
calculation and analysis of so-called rates of return: economic rate of return, commercial rate of 
return, financial rate of return. In the figure below (Figure no 1) we have represented the 
profitability indicators used in measuring financial performance: 

 
Figure no 1. Profitability indicators 

 
Source: Author's own projection based on the specialized literature 

 
4.2. Interim management balances - indicators for measuring financial performance 

 
The assessment of financial performance is also possible through interim management balances, 

balances that provide us with information about an entity's capacity to obtain a profit, the 
profitability of the entity's activity at different levels. Highlighting how the result is formed, interim 
management balances are an important step in measuring an entity's financial performance. An 
example in this sense is given by the author Barbuță-Mișu (2009), who considers that the 
evaluation of performance is based on the profit and loss account, on the analysis of intermediate 
management balances. Intermediate management balances is a tool for assessing business growth; 
tool that helps to understand how to form the net result; it is also a profitability analysis tool 

 
Return on assets (ROA) 

Net income x 100 
Total assets 

Return on equity (ROE)  
Net income x 100   

Equity 

Return on sales (ROS) 
Net income x 100 

Turnover 
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(Răscolean, Monea, 2014). 
Interim management balances are indicators determined in cascade in the form of accumulation 

margins, designed to fulfill a certain function of remuneration of the factors of production and 
financing of the future activity, which highlights the stages of formation of the net result of the year 
closely related to the structure of incomes and expenses from the activity of company (Dumitru, 
2014). In order to evaluate the financial performances obtained, to analyze and diagnose the risks 
to which it is subjected, based on the data from the financial statements, the table of intermediate 
management balances will be drawn up. Intermediate management balances is structured in (Figure 
2): 

 
Figure no 2. Interim management balances 

 
 Source: Author's own projection based on the specialized literature 
 
Summarizing the above, we can say that the evaluation of performance is possible through 

interim management balances, balances that provide us with information about an entity's capacity 
to obtain a profit, profitability of the entity's activity at different levels. Highlighting the formation 
of the result, interim management balances are an important step in measuring the financial 
performance of an entity, but not enough. In addition to the intermediate management balances, the 
indicators of profitability, profitability are also a real importance in the activity of measuring 
performance. 

 
4.3. Measuring financial performance based on added value 
 

Creating value through performance is a point of interest for investors, suppliers, employees, 
and the state. At the entity level, managers aim to achieve the proposed objectives and make a 
profit. In addition to these aspects, by maximizing the results, the shareholders' wealth (mainly in 

1. Income from the sale of goods  
2. Expenditure on goods  
 
3. Trade margin (1-2) 

4. Production sold 
5. Change in inventories  
6. Fixed production  
 
7. Production of the exercise (4 + 5 + 6) 

8. Intermediate consumption 
including expenses from third 
parties 
 
9.Added value (3 + 7-8) 

10. Expenditure on taxes and duties  
11. Staff costs 
 
12. Gross operating surplus (9-10-11) 

13. Other operating income and income from 
provisions  
14. Other operating expenses  
15. Depreciation and amortization expenses  
16. Operating income (12 + 13-14-15) 

17. Financial income  
18. Financial expenses  
 
19. Financial result (17-
18) 

20. Current result for the year (16 + 19)  
21. Income tax  

22. Net result for the year (21-22) 
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the form of dividends) will be directly influenced, and the shareholders satisfied. According to a 
study in the field, the global economic and financial crisis has forced the rethinking of the 
company's performance concept, and the reorientation of managers to maximize shareholder wealth 
(Balteș, Dragoe, 2015). Value added is a surplus value that an entity creates compared to what it 
receives from outside, a value indicator of production obtained from the activity carried out only 
due to its own effort, representing that part with which the entity contributes to national wealth. 
Thus it allows to quantify the contribution of the entity to the determination of the GDP (gross 
domestic product), the surplus of wealth obtained over the intermediate consumptions coming from 
third parties, by capitalizing the economic resources (Păvăloaia, Paraschivescu, Lepădatu, 2010). 
The added value measures the contribution that the company and its staff made to the economy of 
the country Brezeanu & al (2003). Referring to the added economic value, Peter Druker quoted by 
Păvăloaie & al (2010) states that it is a vital measure of the global productivity of factors of 
production that reflects all the dimensions through which managers can create value. The added 
value is determined by two methods: the subtractive method and the additive method. At the 
microeconomic level, value added is much more significant than turnover. In short, value added 
measures the value contribution created by capitalizing on the resources available to the entity, 
being a tool that quantifies the remuneration of participants in economic activity. 

It is recommended that any entity, in addition to carrying out a profitable activity, focus its 
attention on meeting the needs of investors (by creating value), creditors (by paying of outstanding 
debts), employees (a stable workplace), state (by increasing budget incomes in the form of taxes 
and fees paid), and finally to increase the productivity of the factors of production, remunerate 
working capital and maintain a monetary surplus. 

 
4.4. Liquidity / solvency indicators 
 

A very common subject in the scientific literature is liquidity. Liquidity represents a principal 
indicator of the entity's capacity to pay its liabilities and its credit, representing a primary condition 
for the company's survival (Căruntu G.A., 2016). Like liquidity, solvency is known as an important 
part of the business activity. Solvency can also be translated by the security enjoyed by the 
company towards the bank and creditors (Păvăloaie & al, 2010). The company is solvent in so far 
as the real assets are sufficient to allow the payment of all debts (Serban C. quoted by Căruntu). In 
this sense, solvency represents the capability to pay obligations to creditors in the specified date. 
Some author (Petcu M. quoted by Căruntu), refers to the disposition to use cash flow when the 
entity have long time financial debts. Solvency is the ability of the company to meet long- and 
medium-term maturities and depends on the size of debts with such maturities and financial 
expenses (cost of borrowing) and it is a priority objective of the entrepreneur who wants to 
maintain financial autonomy and management flexibility and results from the balance between cash 
flows and payment flows, but also from a positive net working capital, ie from a good adequacy 
between the necessary long-term financing (in tangible and financial assets) and permanent 
financing resources (equity and term indebtedness) (Petrescu, 2005). 

The financial balance of companies is a necessary condition for achieving their fundamental 
objective of maximizing profit and equity value, which ensures adequate remuneration of 
shareholders and strengthening competitiveness in their market (Burja, 2013). For the 
characterization of the financial balance, the working capital (FR), the working capital requirement 
(NFR), the treasury, the NFR financing rate, the financing rate of operating assets, the short-term 
debt coverage rate are used as indicators, turnover rate, and turnover of NFR. Regarding the 
working capital, Suciu G. (2013) brings us a presentation of the factors that determine the increase 
or decrease of the working capital. Thus, according to the author, a positive working capital means 
a long-term financial balance, the surplus financing in the short term the need to finance the 
operating cycle, and the increase in working capital can have several causes: increase in equity, 
increase medium and long-term debt; and the decrease in net fixed assets, either through the sale of 
fixed assets or through depreciation. 

The assessment of financial performance based on liquidity, solvency and financial balance 
indicators involves the calculation and analysis of so-called rates: the current liquidity ratio, the 
immediate liquidity ratio, the effective liquidity ratio, the general solvency ratio, the equity 
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solvency ratio, debit repayment capacity, working capital, working capital requirement and net 
treasury. In the figure below (Figure no 3) we have represented the indicators used in measuring 
financial performance: 

 
Figure no 3. Liquidity, solvency and financial balance indicators 

 
Source: Author's own projection based on the specialized literature 

 
5. Conclusions 
 

The evolution of the economic environment emphasizes the relevance and need for knowledge 
of performance, a complex indicator that has been and is a priority, ensuring profitable economic 
results, a measure of profit, growth, productivity, value creation, being also a hard to reach 
indicator. In this regard, the principal purpose of this article is to present the indicators used in the 
activity of measuring financial performance.  

The measurement of financial performance is possible through interim management balances, 
balances that provide us with information about an entity's capacity to obtain a profit, profitability 
of the entity's activity at different levels. Highlighting the formation of the result, interim 
management balances are an important step in measuring the financial performance of an entity, 
but not enough. In addition to the intermediate management balances, the indicators of profitability, 
profitability are also a real significance in assessing the performance.  

An important part of performance is value creation. It is recommended that any entity, in 
addition to carrying out a profitable activity, focus its attention on meeting the needs of investors 
(by creating value), creditors (by ensuring the payment of outstanding debts), employees (a stable 
workplace), state (by increasing budget income in the form of taxes and fees paid), and finally, to 
increase the productivity of the factors of production, remunerate working capital and maintain a 
monetary surplus. 

The research results show that depending on the interests of users of accounting information, 
performance is perceived differently, either by profit, results, sustainable development, liquidity, 
profitability, efficiency, cash flow, and in the context of measurement performance we have a 
series of indicators to measure it, which derives from the consideration that an assessment of the 
health of an entity based on the profit obtained is not sufficient. In its activity, the entity must focus 
its attention on value growth, sustainable development, and remuneration of production factors and 
the achievement of a surplus value, essential in measuring performance. A good and correct 
assessment of financial performance involves both the use of profit for profitability indicators, 
intermediate management balances, value added, and the use of cash as the main pillar in the 

Liquidity indicators 

• The current liquidity 
ratio =Curent 
assets/Curent 
liabilities 
 

• The immediate 
liquidity ratio = 
(Curent assets - 
inventories)/Curent 
liabilities 
 

• The effective 
liquidity ratio = 
Treasury/Curent 
liabilities 

Solvency indicators 

• The general solvency 
ratio =Total 
assets/total debt 
 

• The equity solvency 
ratio = Equity/ 
(Equity + Long term 
debt)  
 

• Debit repayment 
capacity = Total 
debt/total equity 

Financial balance 
indicators 

• Working capital 
(WK) = Permanent 
capital – Fixed Assets 
 

• Working capital 
requirement (WKR) 
= (Stocks + Claims) – 
Short term debt 
 

• Net Treasury = WK-
WKR 
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calculation of liquidity, solvency and equilibrium indicators, thus reflecting a high degree of 
comparability of financial performance, which leads to increased transparency of the operational 
and financial activities of the entities. 
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Abstract 
 

The Environmental Fund is an economic and financial instrument designed to support and 
implement projects and programs for environmental protection. There is an ongoing debate on the 
criteria for allocating environmental funding, in particular the adjustment of funding. The 
specialized literature focused mainly on the optimal tax rate, on investments and expenditures with 
environmental protection at macroeconomic level. In the specialized literature in Romania there 
are no case studies presented at enterprise level (microeconomic). According to O.U.G. no. 
196/2005 on the Environmental Fund, with subsequent amendments and completions, constitutes 
an income to the Environmental Fund a contribution of 2% of the revenues from the sale of waste 
obtained by the owner of the waste. The amounts are withheld at source by the economic operators 
who have the obligation to calculate and transfer the amounts. Thus, we will study the way of 
recording by companies (at microeconomic level) the contribution of 2% that constitutes income to 
the Environmental Fund. 

 
Key words: finance, ecology, environmental fund, accounting monograph. 
J.E.L. classification: Q58, H32. 

 
 

1. Introduction 
 

The Environment Fund is an economic and financial instrument intended to support and 
implement projects and programs for environmental protection and for achieving the objectives of 
the European Union in the field of environment and climate change, in accordance with the legal 
provisions. The revenues of the Environmental Fund consist of percentage contribution from the 
income from the sale of waste, obtained by the owner of the waste, natural or legal person; taxes 
for emissions of pollutants into the air, due by economic operators; contributions to the circular 
economy collected from the owners or the administrators of landfills for municipal waste. Hence, 
the contributions due by: 

• Economic operators that introduce on the national market packaged goods, which distribute 
for the first time on the national market sales packages; 

• Economic operators who introduce on the national market new and/or used tires intended for 
reuse, for the difference between the quantities of tires corresponding to the annual management 
obligations provided in the legislation in force and the quantities actually managed; 

• The administrative-territorial units or, as the case may be, the administrative-territorial 
subdivisions of the municipalities, in case of not fulfilling the annual objective of reducing the 
quantities of waste disposed of by municipal waste; 

• The economic operators authorized to take over the annual obligations for capitalization of 
packaging waste, respectively for the management of used tires; 
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• Economic operators that carry out collection / recovery / sanitation activities; 
• Economic operators that introduce on the national market electrical and electronic 

equipment; 
• Economic operators that introduce portable batteries and accumulators on the national 

market, etc. 
The Environmental Fund sustains pilot and existing projects and programs for environmental 

protection: reducing the impact on the atmosphere, water and soil, including air quality monitoring; 
noise reduction; waste management; protection of water resources, integrated water supply 
systems, treatment plants, sewers and treatment plants; conservation of biodiversity and 
management of protected natural areas etc. 

At the level of 2018, out of the 3,493,222 thousand lei, 12% represented the investments of the 
specialized producers, 47% the investments of the non-specialized producers and 41% the 
investments of the public administration (Figure no. 1). 

 
Figure no. 1. Investments for environment protection, in 2018 

 
 Source: Romanian Statistical Yearbook, 2019 
 
The current internal costs for environmental protection in 2018 amounted to 7,929,032 thousand 

lei; the largest share (61%) is registered by specialized producers (Figure no. 2.). 
 
Figure no. 2. Internal current expenditure for environment protection, in 2018  

 
Source: Romanian Statistical Yearbook, 2019 
 
  

2. Literature review 
 

Compared to developed countries, capital markets and financial systems in developing countries 
are often considered underdeveloped. Firms need funds to operate and invest to reduce pollution 
(Tian, 2017). From a dynamic perspective, fine-tuning the tensions between environmental 
commitments in relation to various stakeholders and tracking profitability can become increasingly 
complex and costly (Pekovic, 2018). Environmental protection policy measures can be classified 
into two groups: command and control standards and market-based measures. Most economists 
support the latter, such as pollution taxes. Pollution taxes are a market-based measure that can 
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reduce environmental damage and make markets highly efficient (Lee, 2017). Azadegan's study 
(2018) develops a series of hypotheses about the effects of consumer pressure, community pressure 
and resource availability on managers' environmental investment decisions. First, under the 
emissions taxation system, private firms adopt clean technologies, even if they incur additional 
costs to reduce the production process if the environmental damage caused by their production 
process is high (Lee, 2017). The results of Mori's (2019) study suggest that a country's level of 
vulnerability may affect accessibility and the volume of funding for the environment. 

There is an ongoing debate on the criteria for allocating environmental funding, in particular the 
adjustment of funding. The specialized literature focused mainly on the optimal tax rate, on 
investments and expenditures with environmental protection at macroeconomic level. In the 
specialized literature in Romania there are no case studies presented at enterprise level, 
microeconomic. According to O.U.G. no. 196/2005 on the Environmental Fund, with subsequent 
amendments and completions, constitutes an income to the Environmental Fund a contribution of 
2% of the revenues from the sale of waste, obtained by the holder of the waste. The economic 
operators who have the obligation to calculate and transfer the amounts withhold these amounts at 
source. Thus, we will study the way of recording in accounting by companies (at micro level) the 
2% contribution that constitutes income to the Environmental Fund. 
 
3. Research methodology. Findings 
 

According to art. 9, par. (1). a) of the O.U.G. no. 196/2005 regarding the Environmental Fund 
approved by Law no. 105/2006, with the subsequent amendments and completions, constitutes an 
income to the Environmental Fund a contribution of 2% of the revenues realized from the sale of 
waste, obtained by the owner of the waste. The economic operators having the activity of waste 
collection and/or recovery, having the obligation to transfer them to the Environmental Fund, shall 
withhold the amounts at source.  

Economic operators must complete and submit the Statements of obligations to the 
Environmental Fund. The obligation to calculate and transfer the amounts belongs to the legal 
entities both for their own activity, as well as for the branches and working points. Below we 
present three case studies, as follows: the first two cases refer to companies that invoice or do not 
invoice the environmental fund and the last study refers to the accounting records of the company 
that withholds 2% of benefit. 

 
 

Case study 1. Company that does not invoice environmental fund  
Step 1. The company withholds 2% for all categories of waste: 
Figure no. 3.  

 
Source: Authors’ processing 
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Step 2. The 2% tax-withholding note is made through the following accounting note related to 
the partner: 

 
Figure no. 4.  

 
Source: Authors’ processing 
 
Step 3. The amount of 112.32 lei is deducted by compensation from the value of the supplier's 

invoice: 
 
Figure no. 5.  

 
Source: Authors’ processing 
 
Step 4. At the end of the month an account statement is generated for account 4476 

Environmental Fund and for the total amount a statement will be submitted and the entity will then 
pay that amount. 

Accounting note: 
447.06 = 5121 the cumulated amount from n invoices 
 
Case study 2. The company that invoices the environmental fund 
The supplier invoices with a position of Environmental Fund 2% and decreases the value of the 

invoice. This amount will be declared and paid by our company at the end of the month. 
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Figure no. 6.  

 
Source: Authors’ processing 
 
Case Study 3. The company that withholds 2% of benefit. 
The company is required for 2% of benefit, as follows: 
Step 1. Border reception of the purchase. The tally-sheet is made and a payment amount results. 

At that value, a position with average fund waste is placed, also on account 4476. The partner 
account in the case of individuals is 462 

 
Figure no. 7.  

 
Source: Authors’ processing 
 
Accounting note: 
Figure no. 8.  

 
Source: Authors’ processing 
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Step. 2. The total monthly amount of liability account 4476 shall be declared and paid at the end 
of the month. 

In accordance with the provisions of Emergency Ordinance No. 74/2018 amending and 
supplementing Law No. 211/2011 on the waste regime, Law No. 249/2015 on the management of 
packaging waste and the Emergency Ordinance no. 510/2018, starting with 01.01.2019 by 
introducing the tax on the contribution to the economy, the household waste collection tariff for 
individuals, legal entities and tenants' associations will increase. The contribution for the circular 
economy is 28 lei without VAT price applied to the amount of garbage having the unit of 
measurement in cubic meters. Below are the accounting records of the contribution to the circular 
economy. 

 
Invoice example (invoice issued - customer) February 2020. 
VAT rate 19% 
 
Table no. 1. 

No Action Quantity MU 
 

Unit 
Price (no 
VAT) 

Price  
(no 

VAT) 

VAT 

1 Collected 2.08 CM 125.86 261.79 49.74 
2 Stored 2.08 CM 30.33 63.09 11.99 
3 Circular 

economy 
2.08 CM 28.00 58.24 11.07 

Total (no VAT)    383.12 72.80 
Tot

al 
    455.92lei  

Source: Authors’ processing 
 
Accounting note, February 2020: 
Table no. 2. 

4111 = 704.M 58,24 Circular economy 
4111 = 704.01 324,88 Services 
4111 = 4427 11,07 VAT Circular economy 
4111 = 4427 61,72 VAT Services 
TOTAL   455,92  

Source: Authors’ processing 
 
Invoice example (invoice received - supplier) February 2020 
VAT rate 19% 
 
Table no. 3. 

No Action Quantity MU 
 

Unit Price 
(no VAT) 

Price  
(no VAT) 

VAT 

1 Circular economy 
contracts 

200 tons 30 6000 1140 

2 Waste storage 200 tons 40 8000 1520 
Total (no VAT)    14000 2660 
Total     16660 

Source: Authors’ processing 
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Accounting note, February 2020 
Table no. 4. 

628 = 401 8000 Waste storage services 

635 = 401 6000 Circular economy contracts 

4426 = 401 2660 VAT 
TOTAL  401 16660 lei  

Source: Authors’ processing 
 
 

4. Conclusions 
 

In the Official Gazette no. 543 of July 2, 2019, was published O.U. 50/25 June 2019. It amends 
and completes two important normative acts: GEO 196/2005 on the Environmental Fund and Law 
249/2015 on the management of packaging waste. The normative act has a special impact on 
several categories of economic agents (waste generators / holders, sanitation operators, waste 
collectors and recovers, but also public authorities), as a result of new provisions, among which we 
mention: 

• The obligation to declare and pay to AFMO a contribution of 3% of the sale of ferrous / 
non-ferrous scrap metal is transformed, by the new normative act, into a Contribution of 
2% for all categories of traded waste. The obligation to declare and pay to the AFM 
belongs to the, but the contribution is withheld at source from the waste holder. 
Interestingly, the O.U. calls this mechanism contribution, but, because it is the 
responsibility of the waste holder, acts as a fee (unless somehow in the implementation 
methodology - Order 578/2006 - will not be established otherwise). 

• It modifies the calculation method of the tax of 50 lei/ton that must be declared / paid 
by the local public authorities for not reaching the objective provided by law to reduce 
the quantities of municipal waste permanently deposited, being affected by these 
provisions especially those who did not organize the sanitation service. 

• Increases the value of the ecotax, applicable to all plastic transport bags, from 0.1 lei / 
piece to 0.15 lei / piece. The ecotax does not apply to bags made of materials that meet 
the standard SR EN 13432/2002. The tax is declared/paid by those who introduce the 
plastic transport bags on the national market, with the distinct highlighting on the sales 
invoice.  

• A new contribution to AFM (Environment Fund Administration) of 2 lei/kg is 
introduced for collectors and operators who report packaging waste. The declaration of 
the quantities managed/reported will be made every six months at AFM by 
collectors/operators, as the case may be.  

• Waste traceability (understood as packaging only) will be followed through the ȘIATD 
IT application, provided by AFM, mandatory for use/implementation for packaging 
waste collection/recovery operators who report and receive a bonus. Failure to use the 
application is punishable: 80,000 lei-100,000 lei by AFM.  

• Economic agents holding packaging waste from trade and industry will have the option 
to manage them, i.e. to return them to the suppliers or economic operators designated by 
them by contract. 
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Abstract 
 

In this article we want to present the importance of the informational system in inventory 
management. Due to the fact that inventories represent a significant part of the entity's assets, they 
have a great influence on the results of activities carried out by economic entities, but also on the 
value of balance sheet assets, since they participate in the continuous development of the activity. 
Information systems simplify work, reduce the likelihood of errors in decision making and increase 
efficiency. The interest of our research is theoretical, by defining the notions regarding stocks and 
the informational system, and methodological, by the research methodology used during the 
research, i.e. by the research stage.  

 
Key words: stocks/inventory, informational system, decision-making process 
J.E.L. classification: M40, M41  

 
 

1. Introduction 
 

Stocks are important for an entity to operate in optimal conditions. Their importance also 
derives from the fact that they hold the largest share in the total assets of an entity. Because entities 
are exposed to uncertainties, they seek to preserve the levels of their inventory in a certain structure 
and quantity for a certain period. For this reason, the entities set up their safety stocks, in order to 
avoid stockouts. The existence of stocks is motivated by the fulfillment of the goal that each entity 
wants to achieve, i.e.: manufacturing the products and carrying out activities or providing services, 
but these objectives can be achieved with a minimum of costs, though it requires good inventory 
management. 

For the entities whose object of activity is production, stocks are the primary element in the 
production cycle, because their lack would lead to the interruption of activity, which, in turn, could 
have major implications both on the results of the entity and on its relations with customers. It is 
recommended for the entities centered on production activity to have sufficient stocks so that the 
production process has continuity. For these entities, the operating activity consists of three sub-
activities: supply of raw materials and materials; consumption of raw materials and materials and 
their consequent transformation into finished products for sale. 

Informational and communication technologies play an important role in economic entities 
through their contribution to increasing efficiency and profitability. These technologies are often 
used as informational systems; they are useful in management, control, research, execution and 
have a supporting role in the decision-making process and execution activities. The informational 
system assists the decision-making within the entities. These systems help decision makers to 
determine where they are, where they are heading and where they want to go, in other words these 
systems help the management of economic entities in outlining certain directions regarding the 
activity of entity. 
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The purpose of this study is to highlight the strengths of the implementation of an information 
system in obtaining performance in inventory management. We want you to answer the following 
questions during the study: What is the purpose of building stocks? and How do information 
systems help us in optimizing inventory management? To demonstrate this, we will argue the 
importance of stocks and the implementation of information systems within economic entities. 

  
2. Literature review 
 

Stocks are defined, from an accounting point of view, as a set of raw materials, materials, etc. 
intended for production, respectively semi-finished products, finished products, and goods for sale 
(Bugan, 2007, p. 64). 

Stocks are the positions in the balance sheet that generate most of the income and expenses in 
the profit and loss account, where the watchful eye of any investor looks for details of what is 
happening to see if there are transactions and if the existing values are higher or lower compared to 
those from the beginning of the financial year (Jianu et. al., 2010, p. 180). In other words, the 
authors state that stocks represent the starting point of most activities carried out by economic 
entities and with the help of a simple data analysis of balance sheet and profit and loss account one 
can have a clear image about the success of the activity carried out by the analyzed economic 
entity, because it can be observed the incomes and expenses that the stocks generate from one 
period to another, since they represent the main sources generating transactions within the entity. 

In Vitalie Ignat's study, Analysis of the Efficient Use of Materials Stocks, stocks are defined, 
from a financial point of view, as the allocation of capital that can be recovered only after these 
stocks go through the entire operating cycle and are capitalized by sale and collection of the value 
related to the products and works performed or the services provided by the entity (2016, p. 59). 

In the paper entitled The Importance of Stocks and the Mission of Accounting, the author, 
Bugan Corneliu, point out that stocks, at the entity level, are assigned to objects that require large 
capital investments, so they are a determining factor in the decision-making process. (2007, p. 64). 

There are various definitions of informational systems, including: the informational system, as a 
set of separate components, which collects, processes, stores and issues information to support 
decision making, coordination and control in an entity (Laudon and Laudon, 2012, p. 15). By using 
informational systems, entities can more accurately measure their activities and help encourage 
managers to successfully implement strategies (Millar, 1984, p. 159). Informational systems 
include material, human and informational resources, as well as computer systems that have the 
role of solving tasks they have to perform in a certain period of time (Petrov and Petrov, 2017, p. 
504). 

In the paper entitled Analysis and Design of Economic Informational Systems, the authors 
(Oprea et. Al., 1999, p. 23) define the informational system as the totality of human and capital 
resources, invested in an economic entity, in order to collect and process the data necessary for the 
production of information, which will be used at all decision-making levels of management and 
control of the activities of the economic entity. 

 
3. Research methodology 

For the realization of this study was used as a research method the analysis and interpretation of 
data and information from books and specialized materials. 

4. The importance of stocks in economic entities 

Current assets are part of the patrimonial elements of an entity, in their structure being found the 
stocks. We can define the stocks as the provisions constituted by the entities for the purpose of their 
consumption in the production process or their sale in the following periods, so that the continuous 
flow of these processes (production and sales) is guaranteed. Inventories are an important part of an 
entity's assets, they include goods and services intended for consumption at first use, sale in the 
same condition in which they were purchased or sold after the production process is finished, as 
well as when production is in progress. 
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The economic entities, depending on the specifics of activity carried out, set up their stocks in 
order to continuously supply customers with quality goods and services, in this way the customer's 
loyalty being maintained. The main purpose of the stocks, from the economic entities perspective, 
is development of the activity in optimal conditions, which implies the continuous provision of raw 
materials and materials necessary to achieve the objectives the entity has proposed. 

Stocks mainly perform two generic functions (Untaru, 2011, p.19): 
• the regularization function, which involves absorbing the gaps between the sales flow 

and reinsurance flow, in fact between sales and consumption on the one hand and 
between production and purchases on the other; 

• the protection function, which involves eliminating the consequences that the action of 
certain unpredictable factors could have on the entity.  

In other words, the author wants to explain the dual role that stocks play, i.e. to create a balance 
between sale and consumption, on the one hand, and between production and purchase, on the 
other hand, but at the same time inventory has the role of ensuring the continued operation of the 
entity's activities by avoiding unforeseen situations, such as stockouts. 

Stocks have certain characteristics due to which they are particularized in the structure of assets, 
namely: the successive and uninterrupted presence in the different phases of the production and 
sale process; they have several rotations along a management period; they are intended to be 
consumed at their first use or sold in the same state or after processing; they contribute to the 
achievement of the unit's turnover and to the capitalization of the capital. 

  
5. The role of informational system in inventory management 
 

If in the industrial society, industrial production was the basis and capital was the strategic 
resource, in the informational society, the intellectual production represents the basics and 
information is the most important resource. This transition from the industrial society to the 
informational society was achieved through the “knowledge-based economy” (Pătruțescu, 2006, p. 
11). The management of entities has become aware of the importance of information as a resource 
due to the pressure exerted by the competition and the need to remain on the market and to satisfy 
customers. It is accepted, both theoretically and practically, that there are a number of factors that 
influence the successful creation and management of entities. Some of these factors are: 
macroeconomic environment, political and legal environment - government regulations, social 
environment, internal environment, entrepreneurial skills, staff qualification, staff motivation, 
technology level, entity structure, entity staff, etc. 

The role and importance of managers for economic entities is essential, because the success 
depends on their work and management. It is crucial for the entity's objectives to be clearly defined, 
so that the adequate activities can be established to achieve these objectives, mainly with the right 
people, at the right time and place. The performances registered by the economic entities are 
dependent on the managerial component; it exercises its function by providing the necessary 
information in the decision-making process, information provided by the computer system and 
implicitly by the informational system. 

The entity's management uses the informational system in the decision-making process. The 
decision-making process represents the comparative evaluation of several possible variants of 
actions made by the management of the entity and the choice of the variant that ensures the 
achievement of the proposed goal (Pănuș, 2010, p. 220).  

Within any economic entity, stocks play an important role and implicitly the information on 
stocks are those that lead to the movements, transformations and existence of goods, i.e. 
information helps the management of the entity in determining the economic optimum (Patruțescu, 
2006, p. 17).  

We can define the stock informational system as the set of all the tools and methods that provide 
managers with information to support operations and make stock decisions. The role of 
informational system is to transform the data offered by the entity's activity and gathered from 
outside it into economic information useful for the entity's management, but also for external users. 
Systems can be defined as a collection of interconnected components that work together to achieve 
a specific goal, in our case stock optimization. Implementing an efficient and effective 
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informational system in each economic entity is essential, because it decisively conditions the 
performance of any economic entity (Moldovan & Moldovan, 2010, p. 35). 

A distinction must be made between the stock information/computer/IT system and the stock 
informational system because there are a number of characteristics that differentiate them, the main 
feature being the components that make up these two systems. 

As a comparison between the two systems, in terms of components, the inventory IT system 
includes: hardware equipment for storing and processing inventory data; software programs used in 
the processing and dissemination of stock information; processed data on stocks and theories that 
represent the basis of data processing algorithms, while the informational system has as 
components: data and information about stocks; information flows, circuits and procedures and 
means of processing information. In other words, the inventory information/IT system is a part of 
the inventory informational system. In terms of beneficiaries, the direct ones are the beneficiaries 
of inventory information/IT system, i.e. the staff responsible for entering the data on stocks and the 
staff that implements it, while the inventory informational system has as beneficiaries the 
organizational system and management system of the economic entity (Petrov&Petrov, 2017, p. 
504). 

Strategic informational systems configured the position and competitive strategies of an entity. 
Thus, these strategic systems can be any kind of informational system that uses technology to help 
an entity gain a competitive advantage, reduce its competitive disadvantage, or meet other strategic 
objectives of the enterprise (O´Brien & Marakas 2006, pp. 40-42). 

Accounting informational systems play an important role in the economic and social system due 
to the fact that these systems are useful to all present and future managers in order to use the 
system for a proper inventory management and business implementation. Informational systems are 
considered vital for the decision-making process within economic entities. 

 
6. Findings 

 
Economic entities build up their stocks because the supply made at short intervals is very 

expensive, and the additional stocks can be used in the conversion process. The existence of stocks 
is also given by the fact that supply and consumption are activities very difficult to synchronize, 
but they have the role of ensuring the activity of the entity with raw materials and materials 
between two supplying moments. 

The existence of stocks in the entity is motivated by a multitude of aspects and, in this case, to 
ensure the development of the entire activity of entity as a whole (supply, production, sales), but 
great attention must be paid to the types of stock structure because the formation of inventories that 
do not motivate their existence or are in excessive quantities may produce additional costs for the 
entity. 

The purpose of establishing inventories is to provide the entity with the raw materials and 
materials necessary to carry out the activity under normal conditions, thus avoiding the 
unpredictable situations that may occur during the activity. The need to build up stocks is given by 
the situations that require their formation, situations such as: periodicity of production; the 
occurrence of problems in deliveries from suppliers; the influence of climatic factors on the 
production activity. 

An inventory information system proves its efficiency by: 
• reducing the cost of goods or services; 
• improving the supply chain: the costs of sales and marketing activities can be reduced by 

allowing customers to have access at any time to the entity's stock; 
• ensuring an efficient internal control of stocks, meaning protected from fraud, errors, 

equipment defects; 
• providing accurate information about the stock level at any time, so that the management of 

the entity can make the best decisions. 
Informational systems help decision makers to determine where they are, where they are going 

and where they want to go, in other words these systems help the management of economic entities 
in charting certain directions regarding the activity of the entity. The main external users of the 
informational system are creditors, investors, managers and individuals of other organizations 
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interested in accounting information. Entities implement and use informational systems as means 
of management, for various reasons, such as: specific features of the activity, number of 
employees, etc., but turning the activity more efficient is the main purpose of using informational 
systems. 
  
7. Conclusions 

 
The existence of inventories within economic entities is motivated by the fact that inventories, a 

significant part of the entity's assets, have a great influence on the results of activities carried out by 
economic entities, but also on the value of balance sheet assets, they participate in continuous 
business. 

Based on the information on stocks, entities can determine very important economic and 
financial indicators, such as: stock turnover rate, immediate liquidity, need for working capital, 
etc., these indicators being used in the economic and financial analysis of entities. 

We believe that with the development of technology and the use of advanced management 
methods, competition has increased, and to reduce the cost of production or service and achieve a 
high level of quality, we need higher performance, speed and accuracy in decision making, 
optimization human, material and financial resources of the entities. For this reason it is necessary 
to implement and use information systems, which simplify the work, reduce the probability of 
errors in the decision-making process and increase efficiency. The implementation of an 
informational system in the field of stocks ensures the development in optimal conditions of the 
operative, synthetic and analytical records of the stocks. 

We can conclude that the information systems of the stocks represent tools used by most 
economic entities, they have a supporting role in the decision-making and execution activity, and 
by combining these systems with the management processes, the efficiency of the activity is 
pursued. 
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Abstract 
 

Pensions are an important part of a state's social policy, in the future perspective of reporting 
sustainability in modern organizations and in the personal life of each person. 

The demographic tendency of the world's aging population brings attention to finding new 
effective solutions for the management of pension systems. The first interested in finding solutions 
is the state, because with the aging of the population, health and care expenses for the elderly will 
increase significantly, putting additional pressure on public budgets. 

Pensions are a major expense in the annual budget of a state, so the pension system has been 
diversified by introducing two new components: mandatory private pension and voluntary pension. 
The paper presents the administration and functioning of the state pension administered privately. 
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1. Introduction 
 
We define the pension as an amount of money paid periodically on the basis of legal norms 

(within social insurance) to former employees, after exceeding a certain age limit or in case of 
illness or disability, as well as to the descendants of deceased employees or retirees.  

The purpose of providing pensions is to enable the elderly and those who no longer have the 
capacity to work, to withdraw from the labor market with dignity. (Ghintuiala, 2011) 

In most countries, however, pensions are organized using the funds method. This means that 
contributions are collected and managed (invested) by an autonomous organization. This 
organization may vary from country to country: an insurance company, an open investment fund, 
or a joint employer and employee organization. In developed countries (the Netherlands, 
Switzerland, Sweden and Ireland) a solution was found whereby employee contributions were 
given to an independent institution that professionally manages the amounts offered by the 
employer and employees. The promoter of this system was Jose Pinera, PhD in economics, the 
architect of pension reform in Chile.in Chile. 
 
2. Theoretical background 

 
The legal way in which a privately administered pension fund system is established, organized 

and operates is offered by law number 411/2004. This law also specifies how the organization and 
functioning of the administrators of privately managed pension funds and the coordination of the 
activity of other entities involved in this private field, separately, and which supplements the 
pension granted by the public system, based on the collection and investment, in the interest of the 
participants, of a part of the individual social insurance contribution. 

Commission for the Supervision of the Private Pension System (CSSPP) ssued in addition to the 
law number 411/2004 a large number of norms to help the application of the law. These rules are: 
Norm no. 2 of 2007 regarding the authorization of the administrators in the pension system, Norm 
no. 3 of 2007 regarding the authorization, endorsement and operation fees, Norm no. 4 of 2007 
regarding the authorization of the private pension fund, Norm no. 5 of 2007 regarding the origin of 
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the share capital, Norm no. 8 of 2007 regarding the information contained in advertising materials 
regarding the private pension funds and their administrators, Norm no. 11 of 2007 regarding the 
financial auditor for the private pension funds and their administrators, Norm no. 9 of 2007 on the 
marketing of the private pension fund, Norm no. 12 of 2007 regarding the activity of depositing the 
assets of private pension funds. (ASF, 2020) 

In Romania, this term of privately administered pension was introduced in 2007, being 
recommended by the World Bank and the European Union. In addition to the public pension 
system, which is called the first pillar, mandatory private pension funds have been added, being 
called the second pillar, and also the voluntary pension funds have been added, being called the 
third pillar. 

For a better knowledge of the privately administered pension system, we will present in detail 
each of the two components. 
 
3. Research methodology 

 
In Romania, there are three important institutions that deal with the administration of private 

pensions. The research methodology is based on the official results that have been reported by 
Commission for the Supervision of the Private Pension System, The Association for privately 
managed pensions in Romania and Financial Supervisory Authority. 
 
4. Mandatory private pensions (Pillar II)  
 

Mandatory private pensions (Pillar II) are characterized by directing a share of the personal 
social insurance contribution, paid monthly in the public system, to privately administrated pension 
funds. Contributions are paid for the entire period in which the person earns income of a salary 
nature. 

The institution that monitors the evolution, informs the taxpayers and presents the changes 
within the privately administered pension system is the Commission for the Supervision of the 
Private Pension System (CSSPP). If the CSSPP finds a decrease in the minimum number of 
participants to less than 50,000 for a quarter, it will withdraw the operating license of the fund that 
registered this decrease. 

The contributions of each participant are deposited in a personal account by the fund 
administrator. These contributions are invested in various assets and are capitalized, bringing 
additional income to the beneficiary. 

The taxpayer can choose his pension fund himself or he can be distributed randomly if he has 
not chosen himself. If he considers that the return of another pension fund is better than the one he 
opted for, he can transfer his account to the new administrator. He cannot have accounts with 
several pension funds. 

Monthly contributions are withheld by the employer and are exempt from paying income tax. 
The annual contributions applicable to the monthly gross salary income gradually increased and 
were: 2% in 2008, 2% in 2009, 2.5% in 2010, 3% in 2011, 5% in 2015, 3.5% in 2012, 4% in 2013, 
4.5% in 2014, 5% in 2015, 5.10% in 2016, 5.10% in 2017, 3.75% in 2018 reaching 3.75% in 2019 
and 2020. 

A person can benefit from the pension fund accumulated in the form of a single payment or a 
monthly pension when he reaches the standard retirement age required in the public pension 
system. 

In case of death of the participant, the amount from the personal fund is inherited. 
The verification of the situation of the contributor's personal account can be done at any time if 

he accesses the website of the fund administrator. In this way can be found the amount that was 
saved in the personal account for the entire contribution period. 

In Romania, there are currently seven administrators of the second pillar pension funds 
(compared to 18 existing at the time of launch): 

• Aegon pensions - private pension fund management company S.A. 
• Allianz Țiriac private pensions - private pension fund management company S.A. 
• BCR pensions - private pension fund management company S.A. 
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• BRD private pension fund management company S.A. 
• Generali private pension fund management company S.A. 
• Metropolitan life privately managed pension fund management company S.A. 
• NN pensions- privately managed pension fund S.A. 

The amount accumulated in the account of each participant is in the records of the pension 
administrator who annually sends the client a letter sending him what amount he registered in the 
personal account at that time.If the person does not know the pension administrator, then he / she 
will be able to find out this information by accessing the application launched by ASF (Financial 
Supervisory Authority): https://asfRomânia.ro/scr/petitiiFP. 

Recently, the number of participants in the Mandatory Private Pension Funds (Pillar II) has 
increased, as a result of the increase in the number of employees, reaching over 7.4 million in 2019. 
The value of net assets increased to 13,059 million Euros. 

The 7 mandatory private pension funds (Pillar II) achieved in 2019 an average yield of 11.8%, 
the best performance in the last 9 years, due to the recovery of depreciations caused by the effects 
of GEO 114/2018 on the economy and financial markets, as well as the evolutions beyond 
expectations of the Bucharest Stock Exchange (APAPR, 2020).  

The total return achieved by all Pillar II funds from the beginning (May 20, 2008) until the end 
of 2019 was 154%, meaning an average annual return of 8.35% for the entire period of Pillar II 
operation. This indicator is well above the total inflation rate in the analyzed period (41.8%), 
respectively the average annual inflation rate for exactly the same period (3.05%). 

From the 13 billion euros administered by Pillar II at the end of 2019, over 2.6 billion euros 
(12.6 billion lei) represent the net income from investments, exclusively for the over 7.4 million 
Romanians who contribute to this system. This amount does not include the management fees 
charged by the management funds, which places the Romanian funds among the most competitive 
funds in Europe. 

Fund managers invest the contributions of individuals in various portfolios based on: 
Government securities, over 60%; listed shares, with a percentage of 18% 20%; Bank accounts 
with a percentage of 4% 6%. 

Lower shares are allocated for: Municipal bonds, Supranational bonds, Mutual funds, 
Derivatives Instruments, Alternative instruments. 

Periodically, the Association for privately managed pensions in Romania (A.P.A.P.R.) 
highlights on the official website reports containing the results of privately administered pension 
funds 

The following table shows their evolution in the last three years (APAPR, 2020). The first 
criterion presented is the number of participants. The second criterion is the volume of gross 
contributions transferred. 

The average value of the euro for 2016 was 4.4908 lei, in 2017 it was 4.5681 lei, in 2018 it was 
4.6535 lei, and in 2019 it was 4.7452 lei (National Bank of Romania, 2020). 

Table no. 1. Number of participants and gross contributions transferred to privately managed mandatory 
pension funds  

Gross contributions transferred to privately managed mandatory pension funds during the period 2016-2019 
Year/ 
Month 

Number of participants to privately managed 
mandatory pension funds 

Gross contributions transferred to privately managed 
mandatory pension funds(euro) 

 
2016 2017 2018 2019 2016 2017 2018 2019 

IAN. 6.585.098 6.831.848 7.068.701 7.270.442 98.967.102 115.839.598 113.713.735 140.541.638 
FEB. 6.613.730 6.856.291 7.091.531 7.290.600 114.206.084 120.974.675 153.335.186 154.704.697 
MAR. 6.640.288 6.878.452 7.111.246 7.308.928 101.768.954 108.002.975 126.791.256 138.851.953 
APR. 6.659.907 6.895.383 7.126.585 7.322.652 101.634.990 139.287.565 125.877.668 141.486.311 
MAY. 6.671.423 6.904.732 7.134.267 7.329.858 106.299.991 132.104.327 139.737.327 148.656.527 
IUN. 6.684.887 6.916.985 7.146.071 7.341.969 109.987.105 133.306.943 136.572.047 148.803.619 
IUL. 6.699.008 6.929.282 7.156.905 7.354.404 108.925.855 132.381.662 138.726.928 162.419.527 
AUG. 6.715.017 6.944.494 7.167.760 7.365.946 113.482.682 136.751.736 139.934.199 149.931.921 
SEP. 6.730.810 6.956.716 7.178.497 7.376.859 112.036.334 135.636.587 138.915.088 147.878.333 
OCT. 6.747.545 6.972.463 7.191.706 7.394.144 112.069.351 134.074.334 136.656.507 155.663.254 
NOV. 6.762.385 7.000.018 7.216.302 7.423.848 116.222.350 138.624.576 140.253.804 152.122.585 
DEC 6.798.439 7.042.179 7.250.299 7.462.359 114.355.879 136.604.918 140.990.574 147.539.555 

Source: APAPR, 2020 
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     According to the table above, in the last 4 years there can be an increase in the number of 
participants in this pillar of pensions. At the end of 2016, the number of participants in the Second 
Pillar of pensions was 6,798,439, reaching at the end of 2019 a number of 7,462,359 participants. 
Comparing the values related to the two years, is registered an increase of 663,920 participants in 
2019 compared to 2016. In 2019 the number of participants in the Second Pillar of pensions 
increased by 10% compared to 2016.  

In the table above, a gradual increase can be seen every year (December) in the volume of gross 
contributions paid to mandatory private pension funds. As of December 31, 2016, the volume of 
contributions was 114,355,879 euros, reaching 147,539,555 euros at the end of 2019. Comparing 
the values related to the two years, we can see an increase of 33,183,676 euros in the volume of 
contributions in 2019 compared to 2016. It is also noted that the volume of gross contributions 
transferred to mandatory private pension funds recorded an increase of 29 percent in 2019 
compared to 2016. 

The last criterion is represented by Net Assets of privately managed mandatory pension funds. 
That registered a considerable increase in value in the period 2016–2018. Thus, at the end of 2016, 
the level of assets was 7,007 million euros, reaching at the end of 2018 a level of 10,224 million 
euros in 2018 and 13,059 million euros in 2019. Within 3 years, net assets grew by 86 percent. 
 
5. Conclusions 

 
This pension is mandatory for any new employee who is up to 35 years old. It is an additional 

option compared to the state pension and brings a monetary benefit at the legal retirement age. The 
advantage of this pension is that the amounts collected cannot be enforced, cannot be assigned, 
may not be pledged or used for other purposes as may be the case with deposits and current 
accounts or other property you own.  

The contributor is always informed about the value of his account: the amount accumulated in 
the individual account, contribution history, the investment results of the pension fund, the most 
recent annual information letter. In case of death of the contributor, the money accumulated in the 
fund is not lost because it is transferred in full to the legal heirs.  
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Abstract 
 

When a person reaches retirement age he wants to have the same standard of living as before 
retirement. 

The fundamental social function of the pension system is to ensure universal coverage, to 
provide decent pensions for retires, for those suffering from accidents at work or people who 
became ill and could no longer work. 

Achieving these goals is difficult due to many factors that influence each person's living 
conditions differently and applying the same conditions to everyone is often unfair and wrong. 

The main source of income that a person will have when he reaches the legal retirement age is 
the state pension. This will represent up to 50% of the income that the person had before retiring. 
There are countless factors that influence its level: gross income, contribution period, retirement 
conditions, economic situation, number of employees, number of retirees and legislation in the 
field. 

This paper will present general questions relating to social security, social insurance type, 
authorized institutions, and their evolution over the last years. 
 
Key words: pension system, social insurance, contributions, 
J.E.L. classification: H55, G24, G51 

 
 

1. Introduction 
 
The Mercer & CFA Institute published in 2015 a study showing how important a diversified 

pension system is, so that any employee, during his active life, can choose between several 
possibilities. Each country can have its own pension system that takes into account the economic, 
legislative, political environment, the level of development and the social environment. 

In Romania, the pension system is a complex one because it includes two categories. The first 
category refers to the state pension, and the second category refers to the privately administered 
pension. 

The state pension, also called the first pillar of the pension, is collected by a person only if 
during the period in which he was employed with legal forms he paid the contribution to the social 
insurances. This contribution is mandatory and is deducted from the employee's gross salary 
income by the employer each time the salary is paid. The contribution to the social insurance fund 
is 25% of the gross income made monthly by an employee. The contributions of all existing 
employees in the economy constitute income to the social insurance budget and are immediately 
redistributed for the payment of pensions related to existing pensioners. These contributions go to a 
fund that ensures the payment of monthly pensions. If there is a large number of employees who 
pay their monthly contributions, the state will have sufficient resources to pay pensions. 
 
2. Theoretical background 

 
According to the American economist Peter Diamond, pensions depend primarily on the history 

of each individual rather than on the level of taxes collected, and age plays an important role in 
determining the level of each person.  
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The idea of dividing the burden of the financial future into pillars was suggested by the World 
Bank and adopted by several European countries. Some countries, such as the Czech Republic and 
Slovenia, introduced this measure late or substantially modified the mandatory private pillars. 
Hungary and Poland have implemented this measure but abandoned it when the pressure on public 
debt was too great. In Croatia, Bulgaria or Romania, the rule for each person to compose their 
pension from several sources, including a mandatory pillar, privately administered, is still in force. 

The pension value depends primarily on the income obtained by each individual (for example 
salary income as the basis for calculating the contribution to the social insurance fund) and the  
the number of years of contribution to social insurances. Gross pension income will also be 
determined based on the calculation systems used at a given time. 

In Romania, pension systems include three components. The first component is that of the 
public pension system, the second consists of universal privately administrated pension funds (still 
in the project stage) and the third component consists of facultative pension plans. These plans are 
mainly aimed at people with higher incomes and those who want higher pensions than those 
guaranteed by the first two mandatory systems. The purpose of these schemes is to allow their 
participants to have flexible savings plans that can be adjusted according to their preferences and 
needs. There are different types of schemes such as: individual pension plans and others alike. 

There is a close interdependence between these three components of the new pension system. 
The first two are based on the collection and distribution of contributions collected by the National 
House of Public Pensions. The components based on capitalization and private administration (Pilar 
II and Pilar III) operates under the authority of the Supervisory Commission of Pension Companies. 
 
3. Research methodology 

 
The paper analyses a segment of the Romanian pension system based on the official results 

reported by National House of Public Pensions (CNPP), National Institute of Statistics (INS) and 
ASF (Financial Supervisory Authority). The data were analyzed and interpreted from an economic 
point of view, the values being expressed in euros. 
 
4. State pension system - Pillar I 

 
From a demographic point of view, there is a decrease in the population due to the declining 

number of births and the increase in life expectancy of the population. 
The pension system currently accounts for about 9% of P.I.B. and about 26% of our country's 

public expenses. Recent generations, born after 1989, will retire late to improve the aging trend of 
Romania's population. 

According to the data published by the National House of Public Pensions, the number of 
retirees had the following evolution in the period 2017 - 2019. The statistics data included in the 
figures are related to December of each year. 
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Figure no. 1. Number of state social insurance retirees during the period 2017-2019  

 
Source: National House of Public Pensions, 2020 

 
     In figure 1 we can see that at the end of 2019, according to reports by the National House of 
Public Pensions, the total number of retirees increased to 4.684 million people, with 1,900 more 
retirees than in December 2017. It can be seen that the total number of retirees remained relatively 
constant throughout this period and that the largest number of retirees is those retired at the age 
limit (over 70%). 

 
Figure no. 2.Average state social insurance pensions  

 
Source: National House of Public Pensions, 2020 
 
In figure 2 we can notice the increase of the average pension by types of pensions existing in the 

state system in the period 2017 - 2019 (lei), as a general average and as an average for each pension 
category. 

It can be seen that the average pension reached 1,181 lei per month in February 2019. It can be 
seen that the average pension reached 1,181 lei per month in February 2019. In 2018, the highest 
increase was registered by the average old age pension, reaching 1340 lei. The average pension for 
all categories of pensions granted in 2019 reached 1181 lei, exceeding by 10 per cent the year 2017. 
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According to the Romanian legislative framework, the following types of pensions are granted: 
• The age limit pension. This can only be achieved if women have reached the age of 63 and 

men have reached the age of 65. This is not a sufficient condition because a minimum contribution 
period is required, which is regardless of gender, of 15 years during the entire active period. If the 
person has contributed to the pension system for less than 15 years, he / she cannot retire. 

• The early retirement pension. A person can retire with a maximum of 5 years before reaching 
the standard retirement age if he has contributed to the pension system for a minimum of 43 years. 
It is a great contributory period, but possible to achieve by people who started working very early. 
This pension can become an old-age pension on reaching the standard retirement age, and the 
pensioner's pension will be recalculated. 

• The partial early retirement pension. For this type of pension, the contribution period is 
shorter, but penalties also apply. The person can retire up to 5 years before reaching the standard 
retirement age if he has contributed to the pension system between 35 and 43 years. 

• Survivor's pension. If the deceased was retired or met the conditions for obtaining a pension, 
they are entitled to a survivor's pension: children and surviving wife/husband. 

• Invalidity pension. All policyholders who have lost all or at least half of their working 
capacity as a result of accidents at work, occupational diseases, tuberculosis, common illnesses, and 
other accidents unrelated to work are entitled to an invalidity pension. Retirees with disabilities are 
subject to regular medical check-ups, at intervals of 6 to 12 months, until reaching the standard 
retirement ages. The pension is then being recalculated. If the retired does not show up, for reasons 
attributable to the retired, the medical examination the fact that the retired will cease to receive his 
pension starting with the month following the one in which the medical examination was provided 
or, as the case may be, the cessation of the pension payment. 
 
5. Conclusions 

 
If we analyze the existing pension system in Romania, we can observe that there is an aspect 

that can be improved. The government must set clear targets for the entire pension system. In order 
for the pension system to be more transparent, the method of calculating the pension should be able 
to be understood by each employee through the possibility of creating simulations through which to 
know the potential level of the pension he will receive. Fiscal facilities can also be offered to 
encourage the population to make savings. 

The total administration and investment costs of each pension plan must be made public 
because clients can make comparisons between the administration funds. 

A flexibility of the voluntary pension system is needed, as participants may be in different 
situations before reaching the legal retirement age. 
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Abstract 
 

The worldwide economy is in a continuous process of globalisation and the free circulation of 
people, workforce, capital, goods, and services is unrestricted, therefore nothing can remain 
outside the currency transactions. In this context, the present paper develops a practical analysis 
on the Romanian territory, aiming to debate concrete aspects related to the exchange rate of RON 
in relation with the EUR currency. The article highlight whether there is a link between exchange 
rate fluctuations and imports as a component of foreign trade. The main objective of the present 
paper is represented by the case study on which the analysis is focused – the determination and 
formulation of an appreciation on the causal and functional connections between the exchange rate 
of RON in relation with the EUR currency and a variable of the external trade, the imports.  
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1. Introduction 
 

The international trade is nowadays significantly influenced by the policies and actions affecting 
specific economic areas. The governmental authorities adopt measures for the stimulation of the 
direct foreign investments in order to stimulate the national imports and exports in the gross 
national product.  

Moreover, the stimulation of the international trade is supported by the liberalisation of the 
dynamic of the capital and by the relaxation of the restrictions and taxes applied to it. All these 
modifications were approved in a context of globalisation and formation of economic unions, as the 
European Union (Bostan, 2019). 

Knowing the relation of reciprocal integration between exports and imports is essential for 
elaborating and evaluating the present and future macroeconomic policies destined to achieve a 
commercial equilibrium (Arize, 2002). An import is a good or a service brought in a country form 
another country. Together with the exports, the imports are the spine of the international trade. If 
the value of the imports in a country is higher than the value of the exports, the country has a 
negative trading balance, also known as trade deficit. A higher value of the imports is considered in 
general a reflection of a national weakness in responding to its needs (Habanabakize, 2020). The 
imports lead to an exit of the foreign currency from the country and weakens the trade equilibrium, 
generating a low economic growth. Still, in some cases, the imports are considered a source of 
economic growth, especially if they include electronic equipment and hardware (Bakari & 
Mabrouki, 2017). The relation between exports and imports presents the fact that the countries do 
not disrespect the international budgetary constraints, because their macroeconomic policies were 
efficient in establishing a long-term equilibrium between exports and imports (Herzer and Nowak-
Lehman, 2006).  

If, until a few decades ago, the trade using foreign currency was especially generated by the 
necessity to settle the exports and imports, after 2000, a major percentage is represented by the 
transactions with convertible currency. The exchange rate is referential for the contemporary 
financial markets, reflecting elements of concurrence. Its evaluation is essential because it contains 
influence from a multitude of factors, and, in the same time, its modification has multiple 
implications in the external competitivity, the real economy and the financial markets.  
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In addition, the exchange policy is an important macroeconomic indicator. The success of the 
policy is influenced by the impact of the exchange rates on imports and exports in terms of 
reducing the external trade deficit (Gondalia and Dave, 2015). 

Based on the reasons mentioned above together with another set of reasons, the imports and 
exports remain a controversial subject due to their capacity to impact the economic and social life.  

The trade deficit in Romania tripled during the last five years (2018, compared to 2013), 
reaching the highest level since 2008. The growth of the imports is determined by a powerful 
internal demand and is significantly higher than the evolution of the exports, which was slower in a 
context of a European low economic growth.  The financial prognoses show that the disequilibrium 
from the system will continue to grow in the following period. The external trade deficit in 
Romania has grown with 62% compared to 2017, a value of 1.26 billion EUR in January 2018. The 
external deficit has led to pressures on the national currency and on the external debt. The external 
debt appears when a country makes more imports than exports (for consumption or investments). 
When the deficit is large and persistent, as in Romania, the deficit in general put pressure on the 
exchange rate. The corrections of the exchange rate (toward the weaker national currency) acts as 
automatic stabilizers, making the imports less expensive and stimulating the exports. A moderate 
weakening of the currency is expected, but this is not enough to transform the trade deficit in a 
surplus. Outside the pressures on the exchange rate, the persistent trade delay usually overcome the 
gross external debt (except for the case of a debt generating financing). Under 50% of GNP, the 
gross external debt of Romania continues to remain moderate. 

The aim of the present study is to research the level of influence and the possible long-term 
relation of equilibrium between imports and the EUR exchange rate in Romania, using the data of 
the time series between 2000 and 2018. 
 
2. Literature review 
 

The influence of the exchange rate on the imports is discussed in numerous theoretic and 
empiric analyses performed in various countries at different periods of time. One of the most well-
known approaches is the theory of the absorption, reflecting the way in which the exchange rate 
impacts the national income and the international trade. According to this theory, the effects of the 
depreciation will not manifest suddenly, but only after a period (Krueger,1996). If there is a higher 
depreciation of the national currency, the imports are more expensive, leading to a higher decrease 
of the demand for imports (Aziz, 2018). 

The literature approaches a general and varied frame where the exchange rate has a significant 
influence on the decisional process in the international trade practices, while a long-term 
appreciation or depreciation influence the international trade policy. One of the major aims of each 
country is to achieve a durable economic growth, because the economic growth is fundamental for 
each form of development and wellbeing in the society (Sulaiman & Saad, 2009). The neoclassic 
theory affirms that the export and import levels in a country plays an important role in a country 
(Vijayasri, 2013). This theory states that the exports help the determination of the exchange rate 
solicited by a country for the import of goods and services that are not produced on the internal 
market.  

Still, Auboin and Ruta (2011) affirm that, in the presence of the failures on the market, an 
under-evaluation of the national currency can impact on long-term the total level of the imports. 
The results of the study performed by Chang et. al. (2020) indicate the fact that the effects of the 
extremely big changes of the volatility series of the exchange rate significantly differ from the 
effects of the extremely small changes of the volatility series of the exchange rate on the imports in 
the USA. Jarita (2008) in his paper analyzed how the exchange rate modify the import and export 
prices in Malaysia between 1999 and 2006. The result of the study indicated that the variations of 
the exchange significantly influence the changes in the import and export prices in the Malaysian 
trade. 

Gondaliya (2015) study has found out that there is a positive realationship bethween export and 
exchange rate but negative relationship between import and exchange rate. Futhermore, the change 
in export will influence in positive Indian Rupee against Euro, Pound, Dollar and Yen. Import is 
not positively influence on exchange rate between Euro, Dollar, Pound and Yen. 
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Ghiba (2010) sustained that the depreciation on romanian curency LEU has a reduced influence 
on exports. In case of imports, there is a low dependence between variables. 

The Ekanayake (2012) paper reveals the positive impact of the levels of domestic activity and 
foreign exchange reserves on imports. On the other hand, the relative prices and exchange rate 
volatility has a negative influence on imports. In case of exports, it depend positively on the levels 
of foreign economic activity but negatively on relative prices and exchange rate volatility.  

Nicita (2013) paper examine the relationship between exchange rate and international trade, 
trying to investigate the effect of exchange rate volatility on international trade. The model covers 
the data of 100 countries for the period 2000-2009. The paper found out that exchange rate 
misalignments do affect international trade flows in a substantial manner. Also, currency 
undervaluation promotes exports and restrict imports, while the converse holds in the case of 
overvaluation. 

Huchet (2011) paper aims to examine the effect of exchange rates and their volatility on trade 
flows in China, the Euro area and the United States defining two sectors: agriculture and 
manufacturing. This study found the impact of exchange rate volatility on trade to be minimal at 
the sectoral level. 
 
3. Research methodology  
 

The main objective of the present study is to create an image depicting the most important 
aspects related to Romanian imports, the correlation of their volume with the exchange rate. The 
growing value of the Romanian imports after the crisis in 2008 questioned the national external 
trade deficit. Therefore, the study investigates the influence of EUR-RON exchange rate on the 
Romanian imports between 2000 and 2018. We use the Romanian imports volume as dependent 
variable. As independent variable, we used a macroeconomic indicator: the RON-EUR exchange 
rate. We also used the software Eviews and the data have as source the website of the National 
Bank of Romania (www.bnr.ro). The research had the following objectives: 

O1: The identification of the econometric model; 
O2: The highlighting of the results after the use of the econometric model. 
We further formulated the following research hypothesis: 
H1: There is a connection between the RON-EUR exchange rate and the imports in Romania. 
In this article we study the RON-EUR exchange rate influence on the imports in Romania in the 

period 2000-2018. The regression is based on the OLS method, which implies finding the unique 
coefficients for which the sum of residual squares is minimal. The model is presented below: 

 
xi—k explanatory variables, 
yn—the dependent variable. 
The figures 1 and 2 present the evolution of the EUR-RON exchange rate and the imports at the 

beginning of the year 2000 until the end of the year 2018. We can observe the exchange rate 
decrease during the crisis (2007-2008) and a continuous growth beginning in 2009. The imports 
significantly decrease in the period 2008-2010. 
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Figure no. 1 The variation of the EUR-RON exchange rate in 2000-2018  
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Source: www.bnr.ro.  

 
Figure no. 2. The variation of the imports value in 2000-2018  
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Source: www.bnr.ro.  
 
Table no. 1: The descriptive statistics of the analysed parameters  

Observations Course Value Import Value 
Mean 3.887360 3531.351 
Median 4.152750 3810.000 
Maximum 4.665100 7598.000 
Minimum 1.842000 729.0000 
Std. Dev. 0.710673 1579.533 
Skewness -1.192249 -0.026990 
Kurtosis 3.729474 2.119489 
   
Jarque-Bera 59.07065 7.393027 
Probability 0.000000 0.024810 
   
Sum 886.3180 805148.0 
Sum Sq. Dev. 114.6477 5.66E+08 
   
Observations 228 228 

Source: own calculations 
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In Table no. 1., Mean represents the average of the series of data. For the exchange rate, we 
calculate the arithmetic average of the values, starting with January 2000 until December 2018. The 
result is 3.8873 for EUR-RON exchange rate. For the imports, the calculated average value for 
2000-2018 is 3531.35 million EUR. Median returns the median of the series of data, meaning the 
value in the middle of a series, in an ascending order.  The median calculated for the exchange rate 
is the arithmetic average between the value from January 2010 (4.1409) and the value from March 
2011 (4.1646), resulting a final value of 4.1527. the median of the series for imports has the value 
of 3810,00 million EUR and is calculated as average of the value from January 2012 (3784) and the 
value from January 2013 (3836). Maximum shows the highest value in the presented series. The 
highest value of the exchange rate was registered in October 2018 and equals 4.665. The highest 
value of the imports was registered in October 2018 (7598 million EUR). Minimum shows the 
lowest value in the series. The lowest value of the exchange rate was registered in February 2000 
(1.8420). the lowest value of the imports was registered in January 2000 (729 million EUR). Std. 
Dev represents the function that estimates the standard deviation registered on a sample. The 
standard deviation is 0.7106 compared to the average value for the exchange rate. The standard 
deviation for the imports is 1579,53 million EUR. Skewness represents the asymmetry of the 
distribution density for a series around its average value. For the exchange course, we can affirm 
that the distribution of the values for the considered intervals is not symmetric since Skewness does 
not equal zero. The asymmetry index is negative (-1.192), showing the higher and the tail of the 
graphic is on the left side, the side of small values. The analysis of a series of values for the imports 
shows a negative asymmetry index (-0.0269), meaning the higher values are predominant and tail 
of the graphic is on the left side, the side of the small values. For the exchange rate, kurtosis equals 
0.39, meaning a Platykurtic distribution, flatter than a normal distribution, with values dispersed on 
a larger interval around the average. Related to the series of values for the imports, the kurtosis 
2.1194, meaning a Platykurtic distribution with a value closer to the normal value. The Jarque-
Bera test for exchange rate is 59.07065, higher than zero, result that the series were normally 
distributed. The value of the Jarque-Bera for imports are equals 7.393027. 

To depict the relation between the relation between the EUR-RON exchange rate and the 
imports, we use the diagram point cloud. This static instrument offers information on the 
connection between the static series. Therefore, with the help of the diagram point cloud, we can 
establish if there is a linear or a non-linear dependence between the variables.  

The existence of a linear relation between the two variables determines the preferential 
distribution of the points in the diagram in certain squares (II and IV, or I and III). When the points 
are equally distributed in the squares II and IV, we can affirm that there is a linear relation with a 
tendency of ascending dispersions between the analysed variables. Therefore, there is a positive 
dependence between the exchange rate and the export value. The matrix of the correlation between 
the dependent variable (imports) and the independent variable (exchange rate) estimates a 
correlation of 77.25% between variables.  

In the classic model of regression, the estimation is made with the help of the method of the 
least squares (OLS). Eviews offers more options for the estimation. VALOARE_IMPORT 
represents the volume of the imports (the dependent variable) and VALOARE_CURS represent the 
RON-EUR exchange rate (the independent variable).  
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Figure no. 3: The geometric significance of the Pearson coefficient 
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4. Findings 
 

The value of the parameter R-squared equals 59.67%. The statistic Adjusted R-squared equals 
59.49%. The value of the Durbin-Watson test is 0.178001, lower than 2, showing that there is no 
residual serial correlation. The Akaike (- AIC) informational criterion is often used to select one of 
two models estimated for the same set of data. Thus, the models characterised by AIC lower values 
are preferred to those characterised by higher values.  (SC) represents an alternative to the AIC 
criterion used for the same purpose. It also has the same aim as the other two criteria. The fact that 
all three criteria  (Akaike Information Criterion,  Schwarz Criterion, and  Hannan-Quinn criterion) 
registered relatively low values (16.67258; 16.70266; 16.68471), and, in the same time, close 
values, confirm the validity of the model. The value of the Fisher test was 334.4570 and confirms 
the validity of the model. In the same time, the nullity of the Prob (F-statistic) test confirms once 
again the validity of the model.  

The correlation between the two analysed parameters results from the equation of the linear 
regression generated by the software. We remark that the growth of the exchange rate with a unit 
leads to a growth of the imports value with 1716 units. The standard deviation of the repartition of 
the coefficient for the independent variable (exchange rate) is 93.88318. 

 
5. Conclusions  
 

The international economic relations are in a continuous development; more and more countries 
manifest their desire to participate to the global economic circuit. Due to these factors, the role of 
the exchange market grows as importance for the global economic operations. Everything starts 
from the necessities resulted from the evolution of the economic finances. It was a necessity to find 
a modality to perform the international transactions and operations in the most convenient way for 
the parties.  

The international exchange market permanently suffers modification to which all the national 
and international financial systems must adapt. The exchange rate is an important determinant 
factor of the competitivity because there are many foreign commercial partners and the income\ 
and the payments are correlated with the evolution of the exchange market. When the exchange 
rate of the national currency is stable, it can be a factor influencing the competitivity, because its 
evolution can attract a higher trust in the use of the currency. The importance of the exchange rate 
resides in the fact that they determine the trade price for various products on the international 
market in the international trade competition. The exchange rate as relation between the two 
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national currencies, respectively as price of a currency expressed in another national or 
international currency, is characterised by instability due to numerous determinants factors, 
reflected in the continuous modification of the relation supply-demand. This instability has a direct 
and immediate impact on the external trade. For Romania, the close connection between the RON-
EUR exchange rate and the import-export activity left a deep mark on the economic state of the 
country. The present case study shows that the growth of the EUR currency and the depreciation of 
RON means expensive imports, while the necessity of the import continues to grow. This is also 
the idea affirmed by Bostan et al. (2019) as the depreciation of the national currency negatively 
affects imports.  

 From the beginning of 2000, Romania imported more than it exported each year, creating a 
trade deficit. This deficit will be more and more difficult to cover with the present resources, 
especially that its value has tripled during the last 5 years, while the value of EUR currency 
considerably increased, reaching a historical maximum at the present time. The economic recovery 
from the last years and the reduce of the VAT stimulated the consumption. Inevitably, the imports 
have grown and influenced the increase of the trade deficit, creating problems in the checking 
account.  

With the help of the statistical econometric software Eviews 10, we represented the evolution of 
these parameters and performed an analysis of the correlation between the values of the exchange 
course and the values of the imports in Romania. We must also mention the limits of the present 
research. The study concentrates on the influence of the EUR-RON exchange rate on the imports 
and does not include other macroeconomic factors.  

As a future research direction, we take in consideration the existence of possible specific 
sectorial differences for the imports. 
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Abstract 
 

Financial markets have been significantly affected in recent decades by the effects of 
globalization, new regulations, the development of the Internet and of the communications system 
(including the reduction of operating costs) or new forms of trade. In this article we aim to clarify 
the main concepts used in the field of technological innovation in financial markets, but also to 
present the links between them. The factors that influence the technological development in finance 
are presented, as well as the influences that we can observe in the financial system, followed then 
by the market reaction materialized through mergers and acquisitions. The expansion of Fintech 
and the involvement of large technology companies in finance bring advantages and 
disadvantages, create opportunities, but at the same time raise many questions about future 
developments. If there are specific supervisory systems and regulations for the financial system, 
there is a regulatory gap in the technology sector. 

 
Key words: innovation on financial markets, technological development, Fintech 
J.E.L. classification: O33, G15 

 
 

1. Introduction 
 

Innovation is one of the most common terms in business, the press and scientific literature, but 
what exactly it means can sometimes be unclear. Innovation can be explained by words, 
descriptions, using criteria or following reactions. It can be analysed as a whole, or it can be 
specific to a certain industry, group, or it can be seen from an artistic or social point of view. 

In recent decades, financial markets have undergone significant changes influenced by the 
effects of globalization, regulation, the development of the Internet and the communications system 
(including the reduction of operating costs) or new forms of trade. 

Influences have penetrated unevenly in different types of markets or in certain regions and 
countries, due to the existence of a varying level of development and regulation or cultural factors 
and resistance to change. 

As the results of the latest surveys on the financial market show (e.g. in Germany, the Centre for 
Financial Studies survey), artificial intelligence is expected to be a major topic for the financial 
industry in the future, given that the financial sector is already strongly influenced by it, new 
technologies having the potential to strongly transform financial processes. The need to step up 
research in this area is thus clear, given that change is occurring very quickly and the impact on 
markets and the population is significant. 

A first stage of research is dedicated to defining and clarifying the links between the main 
concepts, and then the main directions and perspectives of the field are presented. The influence of 
technological innovation on the development of financial markets is felt in several levels, and the 
research directions are oriented towards the newly developed categories, following the main trends 
at global level. 
 
 

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

983

mailto:iulia_lupu@icfm.ro
mailto:criste.adina@gmail.com


2. Theoretical background. Clarifying on technological innovation in financial markets  
 

Artificial intelligence (AI) is enjoying a growing interest in more and more fields. The 
availability of large data, improved technology, new possibilities for storing information were the 
factors that determined the emergence of innovative applications in the financial field using AI. 

The Financial Stability Board (2017) defines artificial intelligence as “the theory and 
development of computer systems capable of performing tasks that have traditionally required 
human intelligence”. Also, in the opinion of this Council, the application of this technology in 
finance is in an early stage of development, but is evolving rapidly. Therefore, complete statistical 
data on use are unavailable and any analysis should be considered preliminary. This is a promising 
area, but developments need to be closely monitored to properly manage potential risks. 

The concept was developed a few decades ago, but was followed by the "winter of IA" (about 
1976 - mid-2000s) for limited possibilities of use. A strong revival has been felt in recent years due 
to the increase in the volume of data available (very large increase from 2014-2015; the concept of 
Big Data appears), the increase in computing power of computers (a very large increase since 
2010) and the development computational algorithms. 

In the literature, but also in practice, several concepts have been developed that have a certain 
ordering structure: 

• Artificial intelligence (AI) - automation algorithms; previously seen or thought actions can be 
imitated without other new interventions; is represented by the largest circle in the Figure no. 1 and 
comprises the following two concepts; 

• Machine Learning (ML) - statistical algorithms for data analysis; is a customization of AI, able 
to take data and algorithms and apply them to new scenarios and models; is represented by the 
middle circle in Figure no. 1 and in turn includes another concept; 

• Deep Learning (DL) - algorithms that use neural networks; provides the necessary algorithms 
to understand the basic principles of action. 

Many tools rely on statistical methods such as extending regression models, optimization and 
classification operations, or using statistical techniques to facilitate data visualization. 

AI applications are increasingly used by economists, but also by other categories of specialists, 
to help understand complex relationships, being used alongside other analysis tools. 

Among other areas with economic and social impact in which AI applications are used, we 
specify: music industry (copy write), the real estate market, health (data security), politics (voting 
system), internet and communications, legal field. 

The relationship between IA, ML, DL, on the one hand, and statistics, mathematics, on the other 
hand, is presented in Figure no. 1. Sometimes the intersection between the two categories is called 
data science. 

 
Figure no. 1. The relationship between artificial intelligence, Machine Learning, Deep Learning and 
statistics, mathematics 

 
Source: Processing and simplification after Goodfellow et al. (2016) 
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In addition to various applications in other areas with strong economic and financial impact, the 
best known direct applications of IA, ML and DL in finance are in activities associated with stock 
trading, asset valuation, fraud detection, portfolio investment, design, risk management, loan 
approval, compliance with regulations, market analysis. 

The increasing use of AI in the financial field was determined by several factors. A classic 
division into two categories (demand and supply) was summarized by the Financial Stability 
Council (2017) and is presented in Figure no. 2.  

 
Figure no. 2. Synthesis on the factors influencing the adoption of artificial intelligence in the financial 
field 

 
Source: Adapted from the Financial Stability Board (2017) 
 
The supply side is most influenced by the technological evolution and specific factors of the 

financial sector that allow the application of new technologies, and the demand side shows the 
opportunities to increase profits, competition with other companies and institutions and compliance 
with regulatory requirements. 

 
3. Research methodology  
 

The methodology used in this paper consists in descriptive and comparative analyses, 
interpretation of realities, enriched with examples and the use of statistical data. 

The first step of the analysis consists in identifying the main trend regarding the mergers and 
acquisitions in the field of artificial intelligence in the period January 2010- August 2019 and the 
value and number of start-ups’ financing in the field of artificial intelligence for the period between 
quarter I 2014 and quarter II 2019, starting from a comparative analysis for the mentioned periods. 

The analysis of the Fintech adoption rate by countries and for the five categories of financial 
services (money transfers and payments, savings and investments, budgeting and financial 
planning, insurance, loans), is the it is the core of the second stage, with the final objective to 
identify the main trends in the field.  
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In the last stage it is considered the issue of the main revenues for the large technology 
companies, that is analysed taking into account the activities assimilated (information technology, 
production and marketing of consumer goods, communication services, financial services and other 
activities). 

In order to carry out the study we used the specialized literature and the official documents of 
international institutions. The sources of the statistical data are the Bank for International 
Settlements, EY Global Financial Services and CB Insights. 
 
4. Main findings 
 
4.1 Fintech expansion 

The development of AI is undeniable in recent years. The diversity of technological 
developments in the financial sector has concurred to the creation of infrastructures and data sets. 
Among the influences we can observe in the financial system we can mention: 

• the emergence of new products and services, new modes of operation; 
• influence on the functioning of the banking system, capital markets, monetary policy, 

insurance industry, etc.; 
• impact on the efficiency of resource allocation, on transparency; 
• influence on the way financial markets are supervised (mechanism and subject). 
Therefore, more and more institutions considered it appropriate to expand into this field and 

purchased start-ups and/or intensified research in this field. The evolution of the number of mergers 
and acquisitions has been impressive in recent years (Figure no. 3). 

During the analysed period (January 2010 - August 2019) 635 mergers and acquisitions of 
companies in the field of AI were registered. The rate at which this type of activity has increased 
from year to year is growing. During 2011-2012 (Financial Stability Committee, 2017), the 
algorithms used by ML and DL began to become more and more attractive, and large companies 
became interested in acquiring the start-ups that develop them. High growth have been recorded 
since 2016, 2018 being a year with records. Pursuant to the newest data, the evolution in 2019, was 
expected to exceed the level in 2018. 

 
Figure no. 3. Mergers and acquisitions in the field of artificial intelligence (number, January 2010 - 
August 2019) 

 
Source: Processing after CB Insights (2019a) 
 
According to CB Insights data (2019b), the value of financing start-ups in AI has increased by 

approximately 593% in the last 5 years (quarter II 2019 compared to quarter I 2015) and reached a 
record value of 7.4 billion USD in the second quarter of 2019.  
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A detailed presentation of start-ups financing after quarters for the period quarter I 2014 - 
quarter II 2019 is pictured in Figure no. 4, including both, the value and the number of merger and 
acquisitions transactions. 

 
Figure no. 4. Financing of start-ups in the field of artificial intelligence (quarter I 2014 - quarter II 2019, 
number of mergers and acquisitions and their value in millions of USD) 

 
Source: Processing after CB Insights (2019a) 
 
Most acquisitions of AI companies are made by large technology companies. During the above-

mentioned period, Apple, Google, Microsoft, Facebook, Intel, and Amazon made the most such 
purchases (with 20, 14, 10, 8, 8 and 7 purchases, respectively). The remaining up to 635 
acquisitions are made by other companies, the interest being growing in recent years. We note that 
the business environment goes from circumspection and moderate interest in such solutions, to 
openness and preparation for implementation. 
 
4.2 Fintech expansion 

The development of AI and its components has stimulated the emergence and growth of 
Fintech, an innovative development in financial services that brings new opportunities with its 
development, but also has the potential to generate new risks or amplify existing ones. Broadly 
speaking, this term describes new technologies, services, and companies that have changed the 
financial services market. Among others, this new field includes cryptocurrencies, blockchain, 
robot consulting, smart contracts, crowdfunding, mobile payments, AI platforms, etc. 

The financial field has always been constantly changing, but the intensity of recent 
transformations seems higher than in previous innovative periods. The importance given to AI 
developments can also be seen in the growth of start-up acquisition activities by large technology 
companies and other companies (Figure no. 3), thus showing that they are interested in innovation 
and market share growth. Fintech start-ups have opened a new direction for the development of 
financial innovation. In general, they promise to provide better and more secure services compared 
to traditional financial institutions. They started to be known in the period 2010-2012, and starting 
with 2013, several articles about this field started to be published. This is an example of how 
competition changes the direction of innovation. 

In 2015, EY Global Financial Services (2015, 2017, 2019) launched an index of Fintech 
adoption globally, which is in 2019 in its third edition. The study started in 2015 from an analysis 
of 6 countries and 10,131 consumers, reached 20 countries and 22,000 consumers in 2017, and in 
2019 reached 27 countries (of which 10 are emerging economies) and 27,000 of consumers (EY 
Global Financial Services, 2015; 2017; 2019). In 2017 the methodology was slightly modified, and 
the results in 2015 were adjusted to obtain comparable information. The introduction of more 
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emerging economies in the sample is a signal of recognition of their importance for Fintech's 
expansion. In fact, their introduction changed the ranking of countries with the highest adoption 
rate in the last edition. China and India are in the top two positions in 2017 and 2019, with adoption 
rates of 69% and 52% in 2017 and 87% (both) in 2019, respectively. The overall adoption rate 
increased from 16% in 2015 to 33% in 2017 and 64% in 2019. According to EY Global Financial 
Services (2019) the adoption rate has increased much more than the estimates made in the 2017 
edition of only 52%. One explanation would be that Fintech services have become more and more 
common in the range of services offered by banks, insurance companies, stockbrokers, etc., which 
has also led to strong increases in the adoption rate in countries such as Ireland, the Netherlands 
and Singapore, from 2017, in 2019. 

An important result of the study is the Fintech adoption rate for five categories of financial 
services (money transfers and payments, savings and investments, budgeting and financial 
planning, insurance, loans) and its evolution over the three years of analysis. Although there were 
significant increases for all five categories of financial services, a spectacular increase was 
observed in the category of money transfers and payments, from 18% in 2015 to 50% in 2017 and 
75% in 2019. this being in every year on the first position. Another significant increase was 
registered in the case of insurances which increased from 8% adoption rate in 2015 to 24% in 2017 
and 48% in 2019; if in 2015 it was on the fourth position, in the next two years it reached the 
second position. A detailed presentation can be found in Figure no. 5. 

 
Figure no. 5. Fintech adoption rate for five categories of financial services (percentages) 

 
Source: Authors’ processing based on EY Global Financial Services (2015, 2017, 2019) 
 
As the range of financial innovations and the prevalence of their use have greatly increased, 

regulators are challenged to keep up with technological developments on an ongoing basis. In the 
newly created context, regulation is an important element in seeking an appropriate balance 
between increasing efficiency, meeting customer needs and risk management. Regulation and 
supervision must allow the further development of business models based on Fintech, customer 
protection, stability of the financial system. 

Rapid progress has led to the emergence of a combination of regulation and technology, called 
Regtech, and between surveillance and technology called Suptech, which have evolved in parallel 
and adapted to a period of innovation. 
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4.3 Large technology companies in finance 
A special case of Fintech financial innovation is the activity of large technology companies that 

have included in the core business, dominated by activities in the field of information technology 
and consulting, and financial services (especially payment services, money management, insurance 
and loans) which represented in 2018, according to BIS (2019), 11.3% of their revenues (Figure no. 
6). 

 
Figure no. 6. Revenues of large technology companies by sector of activity (percentages) 

 
Source: Authors’ processing based on Bank for International Settlements (2019)    
 
The main revenues of large technology companies come from activities assimilated to 

information technology (46.2%), production and marketing of consumer goods (21.60%) and 
communication services (14.8%). These companies have evolved a lot in the last two decades and 
have developed a new business model, based on a large amount of user data and network effects. 

Although serving customers worldwide, the subsidiaries of these companies are located mainly 
in the Asia-Pacific region (approximately 43%) and North America (37%), in Europe they are less 
represented (only 13.8%) (according to the data of Bank for International Settlements, 2019). 

The ability to cover a wide range of consumers and the very high speed of distribution give 
these companies a systemic importance, an influential factor for financial stability. These 
characteristics can give them a dominant position, which adds to the problems of competition in the 
market. 

Economies of scale (supported by a large base of stable customers, reduced trading costs and 
obtaining information), the complementarity of activities with financial services has led to the 
expansion of large technology companies in finance.  

The access of the big technology companies in the financial field presents a series of 
advantages, but also disadvantages, compared to the situation encountered at the big banks. 

One issue that is under discussion is how the financial activities of these companies are 
regulated. Even if some regulations operating in the traditional financial system could have an 
influence in the case of large technology companies, the issues raised in the academic literature but 
also in practice are related to competition, access to data and ensuring their protection and 
confidentiality, imposing regulations for fading the activity of the shadow banking sector, ensuring 
the stability and health of the financial system. These approaches cannot be done without 
cooperation and adaptation to the very rapid digital evolution, by resorting to modern institutional 
mechanisms capable of learning skills to adapt quickly to changes with major potential impact. 
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5. Conclusions 
 

The use of AI in the financial services industry is still in its infancy, but will become present 
everywhere, raising new legal, economic and social challenges and helping to increase the 
complexity of the global financial ecosystem. It is clear that there are links between the information 
technology and software services sectors and the financial sector. If there are specific supervisory 
systems and regulations for the financial system, there is a regulatory gap in the information 
technology sector. 
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Abstract 
 

The importance of innovation’s evolution has led to the emergence of global measurement 
indicators, built so that information can be compared between countries and hierarchies can be 
created. In this article we intend to present the current situation of Global Innovation Index 
(including Romania's position) in order to inform on the operating framework of innovative 
companies. Ways to define and characterize innovative companies are subsequently identified, 
especially in financing programs. Different financing resources for innovative companies are 
highlighted according to the stages of the innovation process and other specific aspects.  
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1. Introduction 
 

At the international level, efforts are being made to capture the evolution of innovation by 
including multidimensional elements, both as input elements (possibilities) and output variables 
(results), to help calibrate policies that can support its development. 

An example of this is the Global Innovation Index published by a consortium of Cornell 
University, INSEAD and the World Intellectual Property Organization special agency of the United 
Nations), which is in its twelfth edition in 2019 and is calculated in this moment for 129 countries. 
This indicator, which takes into account many more elements than traditional ones such as research 
and development, is considered a basic reference of the level of innovation for a given country. 

In the case of Romania, the evolution of the Global Innovation Index and the Innovation 
Efficiency Index (Figure no. 1) is not impressive, our country being at the end of the first third, or 
at the beginning of the second third of the total number of analysed countries (Romania is in the top 
50 in 2014). 

If the Global Innovation Index has a stable evolution, its value being between 40.3 in 2013 and 
36.8 in 2019, and the position in the ranking varying between 42 and 55, the Innovation Efficiency 
Index has a divergent evolution. Its value decreases from 0.9 in 2012 to 0.6 in 2019, following a 
downward trend throughout the period, and the position in the ranking has a fluctuating evolution, 
the best position occupied by Romania in the ranking being 24, in 2014. 

The deterioration of the Innovation Efficiency Index in the last 5 years is worrying about how 
resources (“institutions, human capital and research, infrastructure, market and business 
sophistication”) are reflected in the results obtained (knowledge, technology, creativity). 
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Figure no. 1. The evolution of the Global Innovation Index and of the Innovation Efficiency in Romania, 
in the period 2013-2019 

 
Note: The highest value recorded for the Global Innovation Index is 68.4 (Switzerland in 2018). Values 
below 1 of the Innovation Efficiency Index mean that a particular country is below the innovation 
potential. 
 
Source: Processing of authors using data from The Global Innovation Index database, available online at 
www.globalinnovationindex.org (accessed October 29, 2019) 
 
According to the National Institute of Statistics (2018), innovation represents “the introduction 

in the enterprise of a product, new or significantly improved process, of a new method of 
organization or marketing”, and innovative enterprises are those that have launched products 
(goods or services) “new or significantly improved in the market or introduced new or significantly 
improved processes or new methods of organization or marketing”. According to this definition, 
the evolution of innovative enterprises in Romania is declining compared to 2008, the survey being 
conducted every two years highlighting a very weak situation for 2016, the last year for which data 
are available (Figure no. 2).  

 
Figure no. 2. Evolution of innovative enterprises by types of innovation, in the period 2008-2016 (the 
number of enterprises) 

 
Source: Processing of authors using National Institute of Statistics data, TEMPO online (accessed 
September 5, 2019 
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After the presentation of the current situation of Global Innovation Index (including Romania's 
position) that aim to introduce into the operational framework of innovative companies, in this 
article we identified ways to define and characterize the innovative companies especially in 
financing programs. After that, are highlighted different financing resources for innovative 
companies based on their stages in the innovation process and are discussed other specific aspects. 

 
2. Literature review  
 

The story of innovation’s financing is linked with the information disclosure and symmetry and 
was compared with the ‘market for Lemons’ of Akerlof (1970). The idea of financing the firm in 
stages, based on the progress achieved, vanishes the issue of agency (Yung, 2019).  

It is well known that the access to external finance for innovative SMEs is difficult (Beck and 
Demirguc-Kunt, 2006; Schneider and Veugelers, 2010). Lee et al. (2015) addressed this issue in the 
light of the financial crises and sussed out that access to finance for these companies is more 
difficult after the crisis. In the economic literature were also explored context specific subjects 
(Mina et al., 2013), structural issues (Canepa and Stoneman, 2007; Freel, 2007) or the cycle of the 
firm’s life (Hirsch and Walz, 2019). 

Looking at a group of 30 transition economies, Ullah (2019) analysed the finance prospect for 
innovative companies and reported that the formal finance promotes the firms’ growth and is more 
productive. Although this is a desired situation, the undeveloped financial markets existing in these 
countries contribute to the usage of informal financing especially by smaller firms (Allen et al., 
2018; Peng et al., 2018). A study based on Latin America countries suggested that the financial 
constraints and access to finance are the main drivers for innovation which is considered to be 
represented at a quite low level (Fernandez, 2017). 

Beyond the innovative process, the financial issues are present when patent and other protection 
mechanisms are addressed. Colombelli et al. (2019) concluded that formal and informal ways of 
protection are linked with financial policy measures. There is therefore an important link between 
patenting and access to finance, an issue analysed by Audretsch et al. (2012), Hsu and Ziedonis 
(2008), Engel and Keilbach (2007), Hellman and Puri (2000). On the other side, a partnership with 
a strong investor acts as a signalling effect and bring value and recognition for the firm (Plagmann 
and Lutz, 2019). 

Woodside et al. (2016) addresses the issue of innovation alongside culture, entrepreneurship and 
quality of life for the BRIC, Denmark, Germany and the United States by using the complexity 
theory. 
 
3. Research methodology  
 

The article deals with a relevant subject, important in terms of its timeliness and novelty. The 
methodology is not a complex one, but is assuming an analysis on various levels: identification of 
innovative companies’ specifications in financing programs, presentations of the funding resources 
for innovative companies depending on the stages of the innovation process, and specific aspect 
regarding the financing of innovative companies, in order to construct a compound image of the 
subject.  

For this purpose, some usual techniques are applied: information collection and processing, 
presentation of the relevant literature in the field, figurative representation. disposing these tools, 
some logical observations are proposed. 
 
4. Main findings 
 
4.1. Innovative companies - identification in financing programs 

In the description and methodology specific to certain funding programs at national or 
international level, innovation is defined according to the objectives pursued. Thus, within the 
“Start-up Nation - Romania” program, 2017 edition financed by the Ministry for Business 
Environment, Trade and Entrepreneurship (2017), at point 6.16 of the Annex to the Order of the 
Minister for Business Environment, Trade and Entrepreneurship no. 692/2017 on the approval of 
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the de minimis aid scheme provided in the Program for stimulating the establishment of small and 
medium enterprises "Start-up Nation - Romania" of 06.06.2017 (specify: "The innovative character 
will be demonstrated at the first request for reimbursement / request for payment by proof from the 
manufacturer / supplier that the goods purchased in a proportion of at least 25% of the value of the 
business plan include technology / technologies and / or software necessary to carry out the activity 
not older than 3 years. " 

In other financing projects, such as those carried out through the European Investment Fund, the 
Oslo Handbook - Guidelines for the Collection and Interpretation of Innovation Data of the 
Economic Organization for Cooperation and Development (2005) has been used to define 
innovation.  

There are also private award initiatives for innovative companies in Romania, such as the 
catalogue published by Business Magazine (2014) in 2014 (The most innovative companies in 
Romania), which considers companies "that have refurbished or use new and efficient 
technological processes, companies that have created and launched special, ingenious products or 
packaging, inventions designed to generate higher incomes or make savings, with an impact on the 
environment or the quality of life of people, companies that have created or developed methods of 
management that led to obtaining great results or companies that use innovative methods in the 
production, distribution, sales process ”. 

 
4.2. Funding resources for innovative companies depending on the stages of the innovation 
process 

Funding resources for innovative companies are different for different stages of the innovation 
process. However, their efficiency and availability depend on the economic conditions in which the 
activity is carried out, the category of companies to which the innovative company belongs (small, 
medium or large companies), the type of activity in which the innovation takes place.  

A scheme of funding sources that are depending on the stage of innovation can be found in 
Figure no. 3 (Giannopoulos and Munro, 2019). 

 
Figure no. 3. Scheme of funding sources according to the stage of innovation 
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Note: The most frequently used funding sources are shown on the left and the least frequently used 
sources on the right. 
 
Source: Processing of authors using Giannopoulos și Munro (2019) 
 

4.3. Specific aspect regarding the financing of innovative companies 
The innovation activity is not always followed by the expected results, a favourable market 

reaction or an increase in profit from the investments made. For this reason, the success rate is 
difficult to estimate. The results of studies in the field suggest that the financing activity is one of 
the components with an essential contribution to the success of an innovation process (Mazzucato, 
2013). In addition, Lee et. al (2015) find that, although funding is very important for the activity of 
companies that focus on innovation, they often face difficulties in accessing funding sources. 

The literature (Coad and Rao, 2008; Hall, 2002) distinguishes the importance of uncertainty 
regarding the financing activity of companies with an intense innovation component, which makes 
it difficult to evaluate them if common principles of economic and financial analysis are applied. 
Because the risk to which they are exposed cannot be estimated, companies operating in the field of 
innovation are very different from those carrying out other activities (Mazzucato, 2013). 

Another important element is the size of companies that choose to rely on innovation activity. 
Larger companies have the ability to manage failures frequently, while this is very difficult for 
small or start-up companies. The latter have more access to alternative sources of funding, in which 
case they can sometimes also benefit from consultancy or mentoring services. 

An important aspect of financial innovation contributing to the work of innovative companies is 
improving the availability of funds to finance activities for which access to finance is limited, with 
expectations of a positive impact on long-term growth prospects. 
 
5. Final remarks 
 

In research endeavour, identifying truly unique products and services is a great challenge, many 
of the new products and services being adaptations of older products and services, transformed to 
meet the new requirements and trends identified in the market. In the field of manufacturing, 
however, innovation is easier to measure because new and / or existing patents can be used, to 
which can be added indicators such as research and development expenditure or the proportion of 
researchers in total employment. 

Future research directions may consider approaches from the perspective of behavioural 
economics, psychology and sociology being areas that can contribute to understanding the 
motivations for adoption, but also the success or failure of innovations. 
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Abstract 
 

The quality of earnings is an important issue regarding the correct assessment of the financial 
performance of an economic entity, of the sustainability of earnings. The quality of earnings is of 
real interest to investors and other stakeholders, giving them confidence that the earnings 
presented are relevant and reliable, are not affected by accounting manipulations and can be 
maintained in the future. An earnings quality index for companies with values between 1 and 100 is 
published annually by Thomson Reuters. The purpose of this research is to draw investors' 
attention to the importance of earnings quality and to present the quality of earnings on the 
regulated market of the Bucharest Stock Exchange. For the analyzed companies, 63 in number, the 
general average of the quality of earnings, for 8 years on average, is 40. Most companies, 65%, 
have an average located in the middle range [31-70]. No company has an average of over 90 and 
only 1 has an average of less than 10. Half have an average earnings quality below 39. Even if we 
do not have an average for any company located in the higher quality range, this level is reached 
however in 5% of the total number of observations of 16 companies, in at least one year for each of 
them. 

 
Key words: earnings quality, investors, earnings management, persistence, accruals  
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1. Introduction 

 
Earnings quality is a fundamental concept for investors in assessing the financial performance 

of an economic entity, in the decision-making process, being a topic that has also captured the 
attention of regulators and researchers. Earnings quality refers to the ability of reported earnings to 
reflect the company's true earnings, as well as the usefulness of reported earnings to predict future 
earnings. Earnings quality also refers to the stability, persistence and lack of variability of reported 
earnings. (Bellovary et al., 2005). Dechow et al. (2010) assess the quality of earnings through the 
persistence of earnings, their smoothness and the size of accruals. 

The quality of earnings and, more generally, the quality of financial reporting, are of interest to 
users of financial statements, giving them confidence. Low quality earnings are inefficient because 
they reduce economic growth by misallocating capital. 
 
2. Literature review 
 

International specialty literature abounds in earnings quality studies. Reference is the work of 
Schipper, K., & Vincent, L. (2003) and that of Dechow, P. M., & Schrand, C. M. (2004). In 
Romania there are studies that treat this topic tangentially, mainly addressing financial reporting 
quality (Gajevszky, 2015) or earnings management (Istrate et. Al., 2015, Brad et. Al., 2016). 

The literature associates the quality of earnings with several dimensions. 
A first characteristic of the quality of earnings is sustainability, persistence. (Revsine et al., 

1999; Bodie et al., 2002). The researchers interpreted the slope coefficient in a regression of the 
change in the level of gains as a measure of their persistence. In the equation Earnings (t + 1) = a 
+ b * Earnings (t) + Ɛ, b measures persistence. The closer the coefficient is to 1, the more 
persistent the gains. In order to induce persistence, companies can resort to earnings smoothing - a 
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side of earnings management that overall decreases their quality (Dechow & Schrand, 2004). 
Another characteristic of the earnings quality refers to their ability to predict future earnings. 

(Lipe 1990). 
The quality criteria of financial reporting, as a whole (relevance, reliability, comparability) also 

apply to the quality of earnings. 
Earnings quality is a function of performance. Performance is among the determinants of the 

quality of earnings presented by Dechow et.al. (2010). Also, between the variables included in the 
eight models regarding the earnings quality presented by Bellovary et al. (2005) we find numerous 
performance rates (return on assets, gross margin, liquidity current ratio, return on total capital). 
Thus, the earnings quality provides relevant information about a company's financial performance 
and the degree to which current performance is indicative of future performance (Dechow et. Al., 
2004). 

An important measure of the quality of earnings is the size of the accruals defined as the 
difference between earnings and cash flow. Also, the deviation between profit and operating cash 
flow measures the quality of earnings (Richardson, 2003). In a study made by Ramadan, I. Z. 
(2015), the quality of earnings (dependent variable) is expressed by the ratio between Operating 
cash-flow / EBIT. The greater these differences, the lower their quality. 
 
3. Research methodology 
 

Our scientific approach started from the 'earnings quality' indicator published annually by 
Thomson Reuters together with the annual financial statements of a company. This was the impetus 
for the detailed study on the quality of earnings. After analyzing the specialized literature, we 
sought to find out how Romanian companies relate to this chapter. Thus, the data on the quality of 
earnings for the companies listed on the regulated market of BSE were extracted from the Thomson 
Reuters database. A period of 20 years was considered, 1998-2017, but data were available only 
from 2003, for 63 companies, apart from banks and financial intermediation and insurance 
companies. The data were not continuous throughout the analyzed period, missing in certain years. 
With an average of 8 years per company, we extracted a total of 496 observations. 

The data were centralized, sorted, analyzed in Excel, and the results presented both in 
descriptive form and in the form of tables and graphs for better intelligibility. 

The research methods used include analytical, qualitative and quantitative, inductive and 
deductive methods. 
 
4. The StarMine Model on earnings quality used by Thomson Reuters 
 

Earnings quality results are also published by Thomson Reuters, which is one of the world's 
most trusted providers of financial, accounting, legislative, tax, governance and media information. 
Wikipedia characterizes them as 'a giant of financial information and media.' Thomson Reuters 
sells electronic news and data to traders, fund managers and analysts, as well as databases and other 
information for lawyers, accountants, scientists and doctors. 

Along with financial information of companies, Thomson Reuters calculates an earnings quality 
score using the StarMine model. 

StarMine defines earnings quality as the extent to which previous earnings are reliable and are 
likely to persist. 

High earnings quality reflects a company's current and past operating performance and indicates 
future operating performance. Poor earnings quality does not necessarily imply their manipulation, 
but reflects a likelihood of deterioration in the figures compared to the past. 

StarMine uses a multi-factorial approach to estimate earnings quality. Unlike other models that 
focus exclusively on accruals, StarMine EQ model analyzes sources of earnings based on their 
sustainability. The model targets four levels: 

• Accruals: The term 'accrual' refers to income and expenses recorded in the absence of cash 
trading at that time, based on accrual accounting. Eight different sources of accruals are 
included depending on their contribution to revenue persistence. 
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• Cash Flow: When earnings are supported by cash flow, the probability of their 
sustainability is much higher. Unlike accruals, cash flow is not affected by the estimation 
error and is therefore more reliable than accruals. 

• Operational efficiency: measured through the rate of return on assets (ROA). When 
revenues result from efficient operational activity and good use of assets, they are more 
likely to persist. 

• Exclusions: The final concept used by the StarMine Earnings Quality model is a measure 
of the degree to which reported revenue reflects operating income. The difference is 
attributed to “special items” and “other exclusions” that have a negative impact on future 
revenue growth. 

The StarMine EQ score allows an objective comparison of the quality of a company's revenue in 
relation to all other companies. The model ranks stocks whose earnings are backed by cash flows 
and other sustainable sources and penalizes those with earnings due to accruals and other less 
sustainable sources. 

The StarMine model materializes in a percentage ranking (1-100) of shares based on the 
sustainability of earnings, 100 representing the highest rank.  

The scores are then associated with one of the following five ranges 1-10, 11-30, 31-70, 71-90, 
91-100. 
 
5. Findings 

 
The overall average of earnings quality is 40, and the distribution of companies according to the 

average of earnings quality is shown in Chart 1. Most companies, 65%, have an average in the 
middle range [31-70]. No company has an average of over 90 and only 1 has an average of less 
than 10. Half have an average earnings quality below 39. 
 

Figure no.1.Distribution of companies according to the average earnings quality 

 
Source: author’s projection 

 
Even if we do not have for any company an average located in the higher quality range, this 

level is still reached in 5% of the total number of observations of 16 companies, in at least one year 
by each of them. Table no. 1 highlights the previous information, as well as the percentage of the 
total number of observations and the number of companies that reach in at least one year a value of 
the quality of earnings from each interval. 
 

Table no. 1. The quality of earnings for the observed period, for the analyzed companies 
EQ 1-10 11-30 31-70 71-90 91-100 Total 
Number of observations 73 137 187 73 26 496 
Percent 15% 28% 38% 15% 5% 100% 
Number of companies 44 52 57 39 16 63 
Source: own calculations 
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The extreme values are reached by a company (Prefab SA) which for 10 years out of 11 has the 
earnings quality in category 11-30 and, on the opposite, positive pole, by a company (Aerostar SA) 
which for 7 years out of 14 has the quality of earnings included in category 91-100. 

The analyzed companies are part of the following fields of activity. 
 
Figure no 2.Distribution of companies according to fields of activity 

 
Source: author’s projection 

 
The fields of activity that raise the average quality of earnings are, in the same order, 

professional, scientific and technical activities, transport and storage, health and social assistance, 
the extractive industry. On the opposite pole, hotels and restaurants have the lowest average 
earnings quality. 

 
Figure no. 3. Average earnings quality by fields of activity 

 
Source: author’s projection 
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The general endurance over time is not a very optimistic one, but a fluctuating one. The average 
quality of earnings has a downward trend in the period preceding the economic crisis of 2008-2009. 
From 2010 it follows a progressive increase until 2014, after which it starts to decrease again. We 
wonder if it is anticipating an economic crisis again… We may find out the answer in the next 
period. 
 

Figure no. 4. The evolution of the average earnings quality on the regulated market of BSE 

 
Source: author’s projection 

 
6. Conclusions 
 

The earnings quality is determined by several factors. Sustainability, persistence, lack of 
variability are qualities of earnings that, along with predictive ability, give investors confidence in 
the evolution of earnings. 

Earnings management has a negative influence on their quality, so a high earnings quality 
assures investors that the figures have not been affected by accounting manipulations. 

For companies listed on the regulated BSE market, the earnings quality data published by 
Thomson Reuters is not very encouraging for investors. On a scale of 1 to 100, the overall average 
earnings quality, for an average of 8 years, is 40. Most listed companies, 65%, have an average in 
the middle range [31-70]. No company has an average of over 90 and only 1 has an average of less 
than 10. Half have an average earnings quality below 39. 

Even if we do not have for any company an average located in the higher quality range, this 
level is still reached in 5% of the total number of observations of 16 companies, in at least one year 
for each of them. A company (Aerostar SA) achieves earnings quality values in the category 91-100 
for 7 years out of 14. 

In conclusion, there are companies that care about the earnings quality in favor of investors, but 
overall, the Romanian capital market does not ensure investor confidence by reporting quality 
earnings and the general trend over time is not very optimistic, but fluctuating. 
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Аbstrаct 
  
 Sociаl аssistаnce is а set of institutions, рrogrаms, meаsures, рrofessionаlized аctivities, 
sрeciаlized services for the рrotection of individuаls, grouрs, communities, sрeciаl or culturаl 
рroblems, of а different nаture, temрorаrily diffused.  
 We approached this topic because we found that the social assistance systems in the Member 
States of the European Union know a great diversity that is due to their historical evolution, the 
social, economic, political context of each country and even, to a greater or lesser extent, religion. 
 That is why the purpose of this paper is to make a comparison between Romania and another 
European state with totally different social security systems, to highlight the fact that there is a 
deep attachment of the peoples of Europe to their social assistance systems with a high cost which 
is covered by important and mandatory withdrawals from national income. 
 
Key words: sociаl аssistаnce, sociаl services, finаncing, budget 
J.E.L. clаssificаtion: H51, H55, I12, I13 
 
 
1. Introduction 
 
 The nаtionаl sociаl security systems encountered in the Member Stаtes of the Euroрeаn Union 
аre divided, in the left clаss, into four mаin cаtegories, to which we must аdd one more thing, 
tаking into аccount the рrocess of enlаrging the Union towаrds the Eаst. 
 The continentаl system (Germаny, Аustriа, Frаnce, Belgium, the Netherlаnds, Luxembourg) is 
the system in which the Bismаrckiаn trаdition of рrotection bаsed on the criterion of emрloyment is 
рreserved аnd in which the рrinciрle of sociаl insurаnce рredominаtes. The finаncing is mаde on 
the bаsis of contributions, аnd the mаnаgement is ensured by six mаnаged by the sociаl раrtners 
аnd endowed with а certаin аutonomy. 
 The conceрt of "welfаre stаte" hаs а negаtive connotаtion in the Germаn vision, being 
аssociаted with excessive stаte intervention. This vision аррeаrs nаturаl for а stаte thаt hаs аlwаys 
focused on economic develoрment, to the detriment of sociаl welfаre: "the best sociаl рolicy is аn 
efficient economic рolicy" (Рoреsсu, 2004). On the other hаnd, there wаs а strong influence of 
dogmаs. The Cаtholic Church emрhаsizes solidаrity аnd subsidiаrity, аnd on the рrinciрle thаt 
services should be orgаnized аnd offered аt the lowest рossible level. 

The Germаn system is considered “one of the рrototyрes of Euroрeаn sociаl security”, the sociаl 
рolicy of the Germаn stаte being sаrcаsticized by: frаgmentаtion аnd decentrаlizаtion of sociаl 
рrogrаms аccording to the tyрe of benefit or service, beneficiаry grouрs аnd regions; the 
рreрonderаnce of cаsh benefits gives the beneficiаry the freedom to decide on consumрtion аnd 
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leаves а mаximum sраce for рrivаte services; the essentiаl role of the contributory comрonent 
(sociаl insurаnce); the imрortаnce of lаbor legislаtion. 
 The goаl of Germаn sociаl аssistаnce is to keeр аll citizens аbove the officiаl рoverty line, 
through а vаriety of benefits in money, nаture аnd services. Sociаl аssistаnce is finаnced entirely by 
tаxes аnd is grаnted to Germаn residents, regаrdless of аge, for аn unlimited рeriod, until their 
finаnciаl situаtion imрroves. The аmount of this аid is set аt the level of eаch Lаnd, stаrting from 
the stаndаrd rаte аnd vаries аccording to the resources аnd needs of the beneficiаry. 
 The influence of the Germаn system introduced by Bismаrck sрreаd throughout Euroрe аs 
follows: the influence of Germаn legislаtion on continentаl systems mаnifested itself in the 
рresidency in Luxembourg, the Netherlаnds, Аustriа, Norwаy, Sweden, Itаly, Belgium, etc .; The 
British Nаtionаl Insurаnce Аct of 1911 instituted insurаnce for sickness, disаbility аnd 
unemрloyment. 
 The system of the Nordic countries (Sweden, Denmаrk, Norwаy, Finlаnd) is such а system in 
which sociаl рrotection is а right of the citizen who cаn thus receive а minimum of resources, 
emрloyees receiving аdditionаl benefits рroрortionаl to their sаlаry under the schemes; only 
unemрloyment insurаnce, which is voluntаry, is distinguished from the system guаrаnteed by the 
stаte. 
 Reрresentаtive for the system of the Nordic countries is considered to be the sociаl рrotection 
system in Sweden. Thus, the distinctive feаtures of the Swedish welfаre stаte аre: citizenshiр аs the 
bаsis of the right to sociаl рrotection, high level of sociаl sрending, the рrinciрle of solidаrity, the 
centrаl role of the stаte (аdministrаtor аnd finаncier of the system), the рrinciрle of universаlity. 
 Considered for а long time аn ideаl model of the welfаre stаte, the Swedish model owed its 
рrosрerity аnd weаlth to а vigorous рrivаte sector, distributing nаtionаl income in аccordаnce with 
аn egаlitаriаn vision of sociаl justice. Sweden's sociаl security system covers аll risks. It covers 
рublic heаlth cаre, sickness insurаnce, mixed old-аge аnd disаbility insurаnce, аccident аnd 
occuраtionаl diseаse insurаnce, unemрloyment insurаnce, fаmily аllowаnces, sociаl аssistаnce аnd 
other sрecific benefits. 
 The рroblem of рoverty hаs never been а mаjor concern of the Swedish welfаre stаte, рroviding 
the mаjority of the рoрulаtion with sufficient resources аnd а high stаndаrd of living. Sociаl 
аssistаnce is а non-contributory benefit thаt is grаnted to residents (regаrdless of the length of 
residence) who do not hаve sufficient resources to раy subsistence exрenses аnd who do not 
receive benefits from the generаl scheme (sickness аllowаnce, unemрloyment benefits, рension. ). 
Even in these conditions, the beneficiаry is obliged to рrove his аvаilаbility to find а job, in order to 
be аble to suррort himself from his own sаlаry. Аs а result of the аctive emрloyment аnd 
reintegrаtion рolicy, the number of countries receiving sociаl аssistаnce аccounted for аbout 8% of 
Sweden's рoрulаtion in 2014, with the аverаge durаtion of unemрloyment being low (4 аnd а hаlf 
months in 2014). 
 The Аnglo-Sаxon system (Greаt Britаin аnd Northern Irelаnd) is bаsed on the universаl 
рrinciрle of sociаl рrotection аnd nаtionаl solidаrity. The finаncing is mаinly of fiscаl origin, аnd 
the аdministrаtion belongs to the рublic аuthorities. 
 The British sociаl security system wаs intended to be the ideаl of а welfаre stаte (resembling, in 
this resрect, the Swedish system) аnd to offer every citizen а comрrehensive set of meаsures аnd 
sociаl benefits аt the highest рossible level. The sociаl security system in Greаt Britаin is duаlistic 
becаuse it is bаsed on the existence of аn insurаnce system bаsed on the contributions of emрloyees 
аnd emрloyers (which wаs introduced рrogressively stаrting аt the end of the 19th century), 
ensuring the finаnciаl рrotection of the emрloyee аnd in mаintenаnce of it, in cаse of loss of sаlаry 
income, аnd а suррlementаry guаrаntee system (whose origins were found in the "Lаws of the 
Рoor" - "Рoor Lаws" of 1598 аnd 1601) аre раid to аll those in need, stаte-funded. 
 In the cаse of sociаl аssistаnce, it consists in grаnting non-contributory benefits (income suррort 
аnd fаmily credit), bаsed on the testing of the needs or meаns of the beneficiаries (рrinciрle of 
selectivity). Income suррort is intended to рrovide finаnciаl аssistаnce to рersons who do not work 
full time аnd whose income is below а minimum level set by lаw. Therefore, the right to receive 
this аid is restricted. The аррlicаnt must tаke the test аnd be registered аs unemрloyed аnd аvаilаble 
for emрloyment. The аmount of income suррort is the difference between а рerson's resources аnd 
needs (clаssified аs normаl needs, аdditionаl needs аnd housing needs). The fаmily loаn is intended 
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to рrovide suррort to low-income fаmilies аnd is obtаined under conditions similаr to those 
required for receiving income suррort. 
 The Mediterrаneаn system (Itаly, Sраin, Рortugаl, Greece) is а system in which there аre mаny 
contrаdictions between nаtionаl regimes; the generаl рrinciрle is thаt of universаl рrotection, but 
the regimes аre distinct, orgаnized in а рrofessionаl frаmework аnd bаsed on sociаl security. Heаlth 
services аre not аccessible to everyone exceрt Itаly. The sociаl security system is finаnced by 
individuаl contributions раid through sаlаry deductions. 
 Non-contributory sociаl аssistаnce benefits аre раid to рeoрle who аre not included in the 
generаl insurаnce system or who do not meet the conditions of the рension. Sociаl рensions аre 
grаnted to рeoрle who hаve reаched the аge of 65 or to рeoрle over the аge of 18 who hаve а 
рermаnent incараcity for work. The integrаtion аid is intended for young рeoрle аged 18-25 who 
hаve comрleted а school or vocаtionаl trаining course of аt leаst 9 yeаrs аnd аre looking for their 
first job. 
 The system of Southern аnd Eаstern Euroрeаn countries (Hungаry, Рolаnd, Czech Reрublic, 
Estoniа, Lаtviа, Lithuаniа, Sloveniа, Slovаkiа, Romаniа, Bulgаriа) is the sociаl security system 
рresent in the countries thаt becаme members of the Euroрeаn Union from 1 Mаy 2004, 
resрectively Jаnuаry 1, 2007 (Romаniа аnd Bulgаriа). 
 In these stаtes, sociаl аssistаnce is chаrаcterized by: sрontаneous (аd-hos) аnd reаctive meаsures 
to рrotect new unemрloyed аnd to comрensаte for the erosion of income cаused by inflаtion; 
eliminаtion of subsidies for mаny goods аnd services without рroрer аnticiраtion of sociаl 
consequences for vulnerаble grouрs; the cаll for рoverty аnd volunteering to fill the gарs creаted by 
reducing stаte services; the emergence of indeрendent initiаtives in the field of sociаl рrotection, in 
the conditions of а differentiаted inаbility of citizens to раrticiраte in them; раrtiаl рrivаtizаtion of 
some medicаl аnd sociаl services; stаrting the рrocess of "building" the stаte sociаl security system 
аnd moving to sociаl insurаnce systems finаnced by individuаl contributions; giving uр some 
childcаre services (nurseries, kindergаrtens with extended рrogrаm), medicаl services аnd 
recreаtionаl fаcilities orgаnized by enterрrises for their own emрloyees; chаnging the nаture of 
аccess inequаlity аnd the use of sociаl services from inequаlity bаsed mаinly on bureаucrаtic аnd 
рoliticаl рrivileges to one bаsed mаinly on mаrket mechаnisms; greаter decentrаlizаtion аnd locаl 
control in the рrovision of sociаl рrotection, but in the conditions of urgent finаnciаl resources. 

 
2. Literаture review  

  
 Due to the recent orientаtion, sociаl аssistаnce wаs systemаticаlly relocаted аnd reрositioned 
structurаlly within the welfаre stаte, so thаt it аlwаys hаd to аcceрt comрromises. It wаs cаlled 
irony by V. Jordаn аnd St. Jordаn "the dog never bаrked", which, in D.Buzduсeа's oрinion, 
conditioned "а certаin demorаlizаtion, disorientаtion аnd, of course, uncertаinty аmong аssistаnts" 
(Buzduş, 2005). 
 Аlthough in recent decаdes sociаl аssistаnce hаs fаced vаrious doubts cаused by negаtive аnd 
less controllаble fаctors, we cаn see todаy thаt it hаs аsserted its necessity аnd usefulness, 
becoming а credible аnd integrity раrtner of the civilized world, locаted аt the intersection of 
economic resources, sociаl рolicies аnd locаl needs. 
 The term аssistаnce derives from the English word аssistаnce, meаning meаns suррort, helр, 
аnd, used in the field of sociаl рrotection, this term obtаins the quаlifier "sociаl", becoming sociаl 
аssistаnce. 

Аccording to the Exрlаnаtory Dictionаry of the Romаniаn Lаnguаge, sociаl аssistаnce is "а 
system of mаteriаl аssistаnce to рeoрle who аre not fit for work аnd do not hаve the meаns to live" 
(Сotеаnu, Sесhе and Seche, 1998). 
 The literаture reаds а vаriety of definitions of this notion, eаch of them highlighting one of the 
аsрects of sociаl аssistаnce. Trying to choose а more comрlete definition, we stoррed аt the one 
рroрosed by D.D. Rаiсiu, who clаims thаt sociаl аssistаnce, lаto sensu, is аn аctivity of helрing 
рeoрle (through suррort аnd рrotection, suррort аnd rehаbilitаtion) to overcome their difficulties, to 
develoр their аbility to solve рroblems indeрendently, аnd striсto sensu - аn аctivity аimed аt 
solving the sociаl рroblems of certаin individuаls or grouрs of рeoрle who no longer hаve mаteriаl, 
sociаl аnd morаl resources, who аre no longer аble to ensure а decent living through their own 
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efforts (orрhаned children, dismembered fаmilies , рensioners, unemрloyed, disаbled, deviаnt, 
refugees, etc.) (Rаiсiu, 2014). 

Аccording to аnother definition, sociаl аssistаnce is: “а set of sociаl services, in cаsh or in kind, 
medicаl services, vаrious forms of sociаl аnd рrofessionаl recovery, trаvel services in the 
mountаins, sociаl services for the fаmily, the elderly, the disаbled, etc. bаsed on the nominаtive or 
cаtegoricаl рrinciрle” (Viеriu, 2016). 

А. Аthаnаsiu mentions thаt the notion of sociаl аssistаnce designаtes, in а first sense, the 
generаl рrinciрles on which the аid grаnted to the sociаl communities in need is bаsed, аnd in 
аnother sense - the set of technicаl-finаnciаl meаns used by the рublic рower for the рublic рower. 
sociаl (Аthаnаsiu, 1995). 

Аl. Ţiсleа аrgues thаt sociаl аssistаnce is “аn essentiаl comрonent of sociаl security, reрresented 
by а system of legаl norms through which рrotection meаsures аre imрlemented аnd the рrovision 
of benefits to fаmilies with children, the disаbled аnd other cаtegories of minors аnd beneficiаries, 
in need аnd suррorted, аs the cаse mаy be, from the stаte budget or locаl budgets” (Țiсlеа and 
Gеοrgеsсu, 2016). 

From the аbove, we find thаt the mаin elements of the definitions аre determined by the scoрe 
of рeoрle in need, the structure of orgаnizаtion аnd functioning, аs well аs the wаy of finаncing the 
sociаl аssistаnce system. Sociаl need is the whole of the needs whose sаtisfаction is indisрensаble 
to ensure а stаndаrd аnd lifestyle аdарted to the level of develoрment аnd the stаtus of the grouр. 
The needs cаn be: рrimаry, so they аre indisрensаble to life, such аs food, clothing, etc.; secession, 
which аre unnecessаry, but not indisрensаble to survivаl: reаding, recreаtion; tertiаry аre such 
insignificаnt ones (for exаmрle, gifts). 

 
3. Reseаrch methodology 

 
 We hаve done this work becаuse we hаve found thаt the sociаl аssistаnce systems in the 
Member Stаtes of the Euroрeаn Union аre very diverse аnd аre due to their historicаl evolution, 
sociаl context, economy, рolitics of eаch country аnd even, to а greаter or lesser extent, religion. . 
Thаt's why I wаnted to mаke а comраrison between Romаniа аnd аnother Euroрeаn stаte. We hаve 
observed thаt chаrterized stаtes through а conservаtive Cаtholic trаdition or through а trаdition of 
the аuthoritаriаn stаte hаve develoрed sociаl security systems bаsed on the рrinciрle of subsidiаrity 
(аccording to which the stаte should suррort аnd рrovide only such forms of welfаre). , esрeciаlly 
the church, аre incараble of reаssuring them), conforming to the so-cаlled model of the 
conservаtive (сorрorаtist) stаte of welfаre: Аustriа, Frаnce, Germаny, Itаly, Belgium. In the 
countries where the emрhаsis wаs on the рoliticаl mobilizаtion of the working clаss аnd on the 
аctive involvement of the sociаl-democrаtic раrties in government, bаsed on lаrge-scаle 
раrtnershiрs, the model of the sociаl-democrаtic stаte (sociаlist) of welfаre wаs develoрed, 
Norwаy, Netherlаnds, Denmаrk, Finlаnd. 

Аlthough very different due to the evolution of history аnd the context of eаch Euroрeаn 
country, Euroрeаn sociаl security systems аllow the construction of а Euroрeаn sociаl model, 
chаrаcterized by: а lаrge number of risks tаken in the sаlt; а wider аccess to the services аnd 
services offered (the mаteriаl аnd рersonаl field of аррlicаtion is wider); higher аmount of benefits 
(for exаmрle, in the cаse of рensions); а more imрortаnt раrt of the income constituted in sociаl 
trаnsfers; а more effective fight аgаinst рoverty, thаnks to minimum income benefits. 

These feаtures result in а deeр аttаchment of the рeoрles of Euroрe to their sociаl аssistаnce 
systems аnd а high cost of sociаl security which is covered by imрortаnt аnd mаndаtory 
withdrаwаls from nаtionаl income. 

 
4. Finаncing of sociаl аssistаnce in Romаniа 

 
Sociаl аssistаnce is finаnced from funds аllocаted from the stаte budget, from locаl budgets, 

from donаtions, sрonsorshiрs or other contributions from nаturаl or legаl рersons, from the country 
аnd аbroаd, from рremiums аnd other contributions, , in comрliаnce with the legislаtion in the field 
аnd within the limits of the аvаilаble finаnciаl resources (аrt. 128). 

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

1006



 Sociаl аssistаnce benefits аre finаnced from funds аllocаted from the stаte budget аnd/or locаl 
budgets. 
 Sociаl services аre finаnced from the following sources: the stаte budget, the locаl budget of the 
county, resрectively of the municiраlity of Buşureşti; the locаl budgets of the municiраlity, the 
municiраlity аnd the municiраlity, resрectively the locаl budgets of the municiраlity of Buşureşti; 
donаtions, sрonsorshiрs or other contributions from рhysicаl or legаl рersons in the country аnd 
аbroаd; reimbursаble аnd non-reimbursаble externаl funds; the contribution of beneficiаries; other 
sources of finаncing, in аccordаnce with the legislаtion in force. 

The funds from the stаte budget аre аllocаted for: the finаncing of рrogrаms of nаtionаl interest, 
elаborаted by the Ministry of Lаbor, Fаmily аnd Sociаl Рrotection, аs well аs by other аuthorities of 
the centrаl рublic аdministrаtion with аttributions in the field of locаl government аnd government 
services; finаncing the рrogrаm of subsidizing рrivаte рroviders of sociаl services, cаrried out by 
the Ministry of Lаbor, Fаmily аnd Sociаl Рrotection; finаncing the estаblishment of а sociаl 
аssistаnce institution - рilοt; finаncing of sociаl services рrovided through the рublic structures 
under the subordinаtion-ordering of the аuthorities of the centrаl рublic аdministrаtion; finаncing of 
sociаl services рrovided by locаl рublic аdministrаtion аuthorities аnd other рublic аnd рrivаte 
рroviders of sociаl services; finаncing of the рermаnent educаtion рrogrаm for the sрeciаlized 
рersonnel аnd of the trаining рrogrаm in the field of sociаl services; investment exрenditures аnd 
cарitаl reраirs for dаy аnd residentiаl centers; finаncing sociаl services, bаsed on memorаndа, 
рrotrusions, раrtnershiрs, раrtnershiрs. 
 From the locаl budgets of the counties, funds аre аllocаted for: the finаncing of sociаl services 
under its own аdministrаtion, funded or subsidized, or finаnced on the bаsis of раrtnershiр funding; 
finаncing or co-finаncing the estаblishment, orgаnizаtion аnd oрerаtion of а new sociаl service; the 
finаncing of sociаl services works in rurаl аreаs аnd in disаdvаntаged аreаs, on the bаsis of а 
раrtnershiр аgreement concluded biаnnuаlly; finаncing the oрerаting exрenses of the evаluаtion 
missions аnd the comрlex evаluаtion services; finаncing or, аs the cаse mаy be, co-finаncing in 
раrtnershiр with the locаl рublic аdministrаtion аuthorities of the exрenses necessаry for the 
continuous trаining of the рersonnel with аttributions in the field of sociаl services аnd which is 
аctive аt the county level; finаncing аnd co-finаncing in раrtnershiр with the locаl рublic 
аdministrаtion аuthorities of the community аwаreness аctions regаrding the sociаl needs аnd risks 
аt the county level; finаncing of рrojects suррorted by structurаl аnd other internаtionаl funds for 
рrojects in the field of sociаl services; finаncing of subsidies for sociаl services рrovided by рrivаte 
рroviders; other finаncing or co-finаncing. 
 The locаl рublic аdministrаtion аuthorities hаve the obligаtion to insure the аmounts from their 
own budgets аnd other extrа-budgetаry revenues, in аddition to those аllocаted from the stаte 
budget. 
 The medicаl services рrovided to the beneficiаries of sociаl services in residentiаl аnd dаy cаre 
centers аre finаnced from the budget of the Nаtionаl Fund for Sociаl Heаlth Insurаnce. 
 Рublic аnd рrivаte рroviders who рrovide cаre services in residentiаl centers аnd, if necessаry, 
in dаy centers рrovide, from their own funds, the usuаl medicines ordered without а medicаl 
рrescriрtion, sаnitаry mаteriаls аnd equiрment not рrovided for cаre. Sociаl heаlth insurаnce or 
through the рrogrаms of the Ministry of Heаlth. 

For the finаncing of sociаl services cаn be used the income obtаined from sрonsorshiрs аnd 
donаtions in cаsh or in kind, раid by nаturаl аnd legаl рersons, Romаniаn аnd foreign, service 
рroviders. 
 Sociаl services cаn be finаnced from internаtionаl funds, estаblished through memorаndа or 
finаncing рrojects concluded by the Romаniаn stаte with donors, аs well аs from the structurаl 
funds for the selected рrojects in the region. 
 Deрending on the income, the beneficiаries contribute to the finаncing of the аssignment of the 
sociаl services to the sociаl service рroviders in order to develoр lucrаtive аctivities only for the 
self-finаncing of the ordered sociаl services. Рroceeds from these аctivities аre аlso used for 
modernizаtion, refurbishment аnd renovаtion of the fаcilities under mаnаgement. 
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Аssociаtions аnd foundаtions, аs well аs sаlаries, аs рrivаte рroviders of sociаl services, mаy 
receive subsidies аllocаted from the stаte budget аnd from the county budgets / locаl budgets of the 
municiраlity of Buşureşti, in order to suррort the develoрment of аnd ensuring the continuity of 
sociаl services рrovided by them. 

 
5. The finаncing of sociаl аssistаnce in UK 

 
The Welfаre Reform Аct of 2012 is the lаw thаt regulаtes the generаl frаmework for the 

orgаnizаtion, oрerаtion аnd finаncing of the nаtionаl sociаl аssistаnce system in the United 
Kingdom. 

The sociаl аssistаnce system is finаnced by nаtionаl insurаnce contributions раid by emрloyers 
аnd emрloyees аnd by generаl tаx revenues. Аs in the cаse of Romаniа, there аre imрortаnt 
differences between insurаnce-bаsed benefits, those bаsed on cаtegories аnd those bаsed on 
income/goods. 

The totаl number of reciрients of weekly sociаl аssistаnce раyments in 2018 wаs 1.39 million. 
This reрresents аn increаse of 1.2% (16,624) comраred to 2017. The cаse in the country includes 
quаlified аdults аnd children, in 2018 there were 2.1 million beneficiаries (а stаy of 0.5% or 
11,320) - 44.1% раyments in 2018. The downwаrd trend in unemрloyment-relаted exрenses 
reflects the decreаse in the number of beneficiаries. Аlmost 4 billion euros were sрent to suррort 
income in the work in 2018; а stаy of 11.7% comраred to the рrevious yeаr. The seаsonаlly 
аdjusted unemрloyment rаte in December 2018 wаs 6.2% (146,700 рeoрle). The rаte wаs 7.5% 
(173,600) а yeаr аgo. 

 
6. The рositive аsрects of the British legislаtion 

 
Sociаl аssistаnce is аn imрortаnt раrt of society in the UK, with 20.3 million fаmilies receiving 

some kind of benefit (64% of аll fаmilies), with аround 8.7 million retiring. For 9.6 million 
fаmilies, benefits аccount for more thаn hаlf of their income (аbout 30% of аll fаmilies), аround 5.3 
million retirees. Therefore, the mаin рositive аsрect is the generous suррort offered by the British 
sociаl аssistаnce system. 

Richer countries sрend much more (in terms of income) on sociаl аssistаnce thаn рoor ones. 
But, of course, this does not meаn thаt sрending more on sociаl аssistаnce mаkes а country richer 
аnd rаther reflects the nаturаl tendency of societies, аs they become more рrosрerous, increаsing 
sociаl sрending. Some economists clаim thаt а lаrge sociаl аssistаnce budget inhibits the growth of 
the рrivаte sector. However, the exрerience of the United Kingdom (аnd not only - eg the Nordic 
countries) cleаrly demonstrаtes thаt there is no direct link between economic dynаmism аnd а 
relаtively generous sociаl аssistаnce budget. 

Аnother рositive аsрect of British lаw is thаt - desрite а lаrge number of sociаl аssistаnce 
benefits, the stаte encourаges work. Sociаl аssistаnce benefits аre generаlly tаrgeted аt vulnerаble 
cаtegories or аre tаrgeted аt certаin exрenditures (eg housing). 

The British sociаl аssistаnce system is oriented towаrds the following functions: the 
identificаtion аnd registrаtion of the рoрulаtion segment is the object of the аssistаnce аctivities; 
diаgnosis of socio-humаn рroblems in which vulnerаble рersons or grouрs аt high risk mаy fаce in 
а certаin рeriod of time аnd in certаin given socio-economic аnd culturаl conditions; develoрing а 
coherent system of рrogrаms, meаsures, рrofessionаl аctivities to suррort аnd рrotect them; 
identifying the vаrious sources of funding for suррort рrogrаms; аwаreness of their own рroblems 
by those аt risk; estаblishing the rights аnd secret wаys to аccess the sрeciаlized sociаl аssistаnce 
services, by knowing the legislаtive - institutionаl frаmework; suррort through counseling, 
individuаl or grouр therарy, in order to restore the cараcities of socio-culturаl аnd economic 
integrаtion; рrevention; рromoting strаtegies to рrevent disаdvаntаged situаtions; develoрing а 
рrogrаm of scientific reseаrch аt nаtionаl аnd locаl level on the size of the рroblems of those in 
sрeciаl situаtions. 
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7. Conclusions 
 

Lаw no. 292/2011 аnd Welfаre Reform Асt 2012 regulаte the generаl frаmework for the 
orgаnizаtion, oрerаtion аnd finаncing of the nаtionаl sociаl аssistаnce system in Romаniа аnd the 
United Kingdom. 

In both countries, the legаl frаmework is bаsed on аnd regulаtes the objectives аnd solutions 
рrovided for in the Convention on the Rights of the Child, the UN Convention on the Rights of 
Рersons with Sрeciаl Needs 4 of 2006, the Euroрeаn Sociаl Chаrter. Chаrter of Fundаmentаl Rights 
of the Euroрeаn Union, Euroрeаn Council Recommendаtion 92/444 / EEC on common criteriа for 
sufficient resources аnd sociаl аssistаnce in sociаl рrotection systems, the Euroрeаn Раrliаment аnd 
the Euroрeаn Раrliаment, the Euroрeаn Раrliаment's resolution on аnd EU regulаtions on the 
imрlementаtion of sociаl security systems. 

We hаve shown in the chарters of the рарer thаt due to а much higher budget, the sociаl 
аssistаnce system in the United Kingdom аddresses а much lаrger number of рeoрle who benefit 
from а diverse rаnge of sociаl аssistаnce benefits. The Euroрeаn Union, the United Kingdom is fаr 
behind. The United Kingdom sрends 12% less thаn Frаnce аnd 19% less thаn Germаny, but аlmost 
twice аs much аs the Czech Reрublic. Eurostаt stаtistics show thаt the UK is sрending аbout the 
sаme аmount аs the EU аverаge in terms of unemрloyment аnd disаbility benefits, аlthough it lаgs 
behind higher economies. 

British exрerts unаnimously аgree thаt the United Kingdom is fаcing аn immediаte budget 
crisis. The unрredictаbility generаted by the рrocess of leаving the Euroрeаn Union, the increаse in 
budget exрenditures, the huge рublic debt аre the mаin аrguments for this oрinion. Other рroblems 
of British finаnces аre: а) Demogrарhy - а growing рercentаge of the elderly рoрulаtion аnd the 
consequences of а lower birth rаte in recent decаdes. In combinаtion, this meаns thаt fewer workers 
suррort аn older рoрulаtion аt retirement аge. The imраct on рublic sрending will be strongly felt 
in the next decаde аnd will continue until the middle of the century. b) Increаsing the exрectаtions 
of а grouр of consumers of рublic services from being more educаted аnd better рreраred. They аre 
more аnd better services аnd аdequаte sociаl рrotection. c) Higher lаbor costs аre not necessаry for 
high quаlity sociаl services. Increаsing рroductivity is much more difficult to аchieve. 

Аll these рroblems аre аlso reflected in the sociаl аssistаnce budget, which is in а slight decline 
from 2013 to 2019. Even in Romаniа, things аre not better. The rарid increаse in exрenditures on 
рublic sаlаries аnd sрeciаl рensions stems from the sociаl аssistаnce budget. Аlso, my benefits аnd 
mаny others mаke it difficult for the аssistаnce рrocess thаt they reаlly need. А reform is needed in 
this аreа, аs wаs the cаse in 2012 in the UK. 
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Аbstrаct 
 
 Tourism suрeriorly cарitаlizes on the nаturаl аnd аnthroрic рotentiаl of а country, continuously 
enriching them, sаtisfying multiрle humаn motivаtions. It hаs а multiрlier effect, introducing in the 
economic circuit unique аsрects such аs: lаndscарe (for the "consumрtion" of which it is necessаry 
to trаvel on the sрot), hosрitаlity, solicitude аnd informаtion (geogrарhicаl, culturаl-historicаl, 
gаstronomic, аrtistic, etc.). By carrying out this paper we want to highlight an overview of the 
various financing schemes available. 
 The purpose of this paper is to show that not only funding schemes are available, but also 
various programs in which tourism businesses can participate and receive funding. After exploring 
the funding jungle, we selected the eight most important European funds and programs, which 
seem to be "exploitable" for cultural tourism in rural areas. 
 
Key words: rurаl tourism, аgrotourism, internаl finаncing, externаl finаncing 
J.E.L. clаssificаtion: G3 
 
 
1. Introduction 
 
 The emergence of tourism, аs well аs other services, hаs а historicаl chаrаcter. Services аs а 
whole were estаblished in а sector of the economy, lаte, only in our century, аnd tourism wаs not 
one of the first services to аррeаr. The emergence of clаssicаl аnd lаte tourism, in the lаst thirty 
yeаrs, of rurаl tourism аnd аgrotourism, аs mаss рhenomenа, is relаted to the creаtion of economic 
аnd sociаl conditions. 
  World Tourism Orgаnizаtion аnd other Euroрeаn orgаnizаtions define rurаl tourism аs а form 
of tourism, which includes аny tourist аctivity orgаnized аnd led in rurаl аreаs by the locаl 
рoрulаtion, cарitаlizing on locаl tourism resources (nаturаl, culturаl-historicаl, humаn), аs well аs 
аnd fаcilities, tourist structures, including guesthouses аnd аgritourism fаrms. 

The рrаctice of аgrotourism exраnded more аnd more in the second hаlf of the twentieth 
century, in аlmost the entire Euroрeаn continent. The seаrch for the rurаl environment, for rest аnd 
recreаtion is а generаl trend in the world рrаctice of current tourism. In the countries of the 
Euroрeаn Union, аgrotourism is not а new рhenomenon. The new, in this field, is mаnifested by the 
exраnsion of the tourist рhenomenon in the rurаl аreа. In the future, the countries of the Euroрeаn 
Union will include tourism in locаl develoрment рolicies, under the sрecific nаme of rurаl tourism. 
Tourism аctivities cаn economicаlly revitаlize villаges. Our reseаrch аimed аt рromoting аnd 
cарitаlizing on tourism аnd аgrotourism in the Dаnube Deltа, аnd highlighted the imрortаnce thаt 
tourism, with аll its forms of mаnifestаtion, hаs on the socio-economic аnd culturаl-sрirituаl 
develoрment of the studied communes, esрeciаlly on the Tulcea county, in generаl. 
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Trends in tourism аre constаntly chаnging аnd there is а need to creаte new criteriа for the 
middle clаss tourist, which is much more difficult to meet through bаsic services. 

In the structure of tourist trаffic, deрending on the motivаtion of trаvel, in internаtionаl tourism 
рrаctice аnd more recently, even in Romаniа, there hаve been imрortаnt chаnges, mаinly in terms 
of diversifying trаvel objectives аnd chаnging рriorities in the toр рreferences of tourists. These 
trаnsformаtions hаve led to the emergence of new forms of holidаy sрending, to the enrichment of 
the content of the existing ones with new аsрects, to their re-rаnking in the structure of the tourist 
offer. 

In recent decаdes new forms of tourism hаve аlso become рoрulаr, аlso known аs tourism 
segments, which аre quite numerous. 

Thus we cаn list: аgrotourism - tourism on fаrms thаt suррort locаl аgriculture; culturаl tourism 
- visiting cities or historicаl рlаces аnd studying their culturаl heritаge; eco-tourism - cleаn 
ecologicаl tourism, which hаs а minimаl imраct on the environment; аdventure tourism - tourism in 
hаrd to reаch рlаces or аdventure sрorts, such аs mountаineering аnd рedestriаn tourism; 
geneаlogicаl tourism, undertаken in order to discover аncestors аnd visit рlаces of origin аnd 
sometimes to get аcquаinted with distаnt relаtives; couch tourism аnd virtuаl tourism through the 
internet, books, television, etc .; аudio tourism includes аudio guides аnd other forms of such 
tourism, such аs аudio tours of museums аnd аudio guides; oрerа tourism - visiting oрerа 
рerformаnces аnd concerts; educаtionаl tourism - visiting institutions to gаin knowledge by 
interests, such аs cooking clаsses led by fаmous chefs or clаsses for hаndicrаfts; extreme tourism - 
tourism аssociаted with а higher risk; gаmbling tourism - visiting gаmbling estаblishments; 
botаnicаl tourism - visiting the fаmous botаnicаl gаrdens; curаtive tourism - leаving cities to get rid 
of stress, relаx in the sun, etc .; hobby-tourism - individuаl or grouр tourism, to meet; tourism for 
рeoрle with disаbilities or invаlids; рoр-culturаl tourism - visiting the рlаces рresent in а movie or а 
book; рermаnent tourism - weаlthy рeoрle on рermаnent leаve, some of them, in connection with 
tаxes, in order not to be а citizen of а country; religious or рilgrimаge tourism - рilgrimаge to the 
аncient holy рlаces; solo-tourism - triрs mаde by oneself; sрorts tourism - аlрine skiing, golf аnd 
diving аre the most рoрulаr meаns to sрend the holidаys; cosmic or sраce tourism. 

Tourism is аn аreа thаt encourаges рrivаte initiаtive аnd аlso рreраres а workforce with а high 
degree of аdарtаbility to chаnge. The tourism sector reрresents over 5% of GDР, рroviding jobs in 
the Euroрeаn Union for 12 to 14 million рeoрle. 

 
2. Theoretical background  

 
In the Nomenclаture of brаnches of the nаtionаl economy, аre included аlong with other 

services аnd those of domestic аnd internаtionаl tourism, leisure, аccommodаtion, trаnsрort аnd 
рublic cаtering, thus highlighting the existence of tourism аs а distinct comрonent in the tertiаry 
sector, its аctivities being chаrаcterized through legаlities not found in other comрonent brаnches 
of the tertiаry sector (Gogoneа, 2005). 

Рhiliр Kotler in his work "Mаrketing Mаnаgement" distinguishes four chаrаcteristic feаtures of 
services, nаmely: 

• Intаngibility. The services аre intаngible. Unlike mаteriаl goods, they cаnnot be seen, 
tаsted, felt, heаrd or smelled before being bought. 

• Inseраrаbility. Unlike mаteriаl goods which аre mаnufаctured, inventoried, stored, 
distributed successively by severаl intermediаries аnd consumed lаter, it is chаrаcteristic of 
services thаt their рroduction аnd consumрtion tаke рlаce simultаneously. 

• Vаriаbility. Services hаve а high degree of vаriаbility, they deрend on who, where аnd 
when they рrovide them. Service consumers рerceive this vаriаbility, seek to obtаin аs 
much informаtion аs рossible аbout the quаlity of services, аnd discuss with other рeoрle 
before choosing one рrovider or аnother. 

• Рerishаbility. Tourist services cаnnot be stored. Unlike the mаteriаl goods thаt cаn be 
рreserved аnd cарitаlized in а future рeriod, the tourist services, with аn imрortаnt content 
of humаn lаbor, аre not subject to рreservаtion. 
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• Lаck of рroрerty. When consumers рurchаse а tаngible good, for exаmрle, а cаr or а 
comрuter, they hаve рersonаl аccess to the рroduct for аn unlimited рeriod of time (Kotler 
et al, 1998). In reаlity, they own the рroduct аnd cаn sell it when they no longer need it. 
However, the services lаck these рroрerties, аnd the service consumer hаs аccess to thаt 
service for а limited рeriod of time. Sрending а holidаy in а tourist resort remаins а 
memory, unlike а tаngible good, which remаins аt the disрosаl of the buyer. 

 Due to lаck of ownershiр, service рroviders hаve to mаke sрeciаl efforts to refresh the brаnd 
identity in relаtions with consumers (Раlmer, 1994). 
 The role of tourism аnd imрlicitly thаt of аgrotourism in the economy is reflected in two wаys 
(Turcu and Weisy, 2008): 

• а direct economic role of tourism which is highlighted by four elements: the contribution of 
tourism to GDР growth; the contribution of internаtionаl tourism to bаlаncing the trаde 
bаlаnce of раyments; the contribution of tourism to the cарitаlizаtion of some tyрes of 
nаturаl аnd аnthroрic tourist resources; the contribution of tourism to the increаse of the 
рrosрerity of the аreаs where tourism develoрs; 

• аn indirect economic role of tourism is given by the fаct thаt the develoрment of tourism 
аlso determines the develoрment of other brаnches of the economy. 

 From the rаnge of conceрts аnd tools develoрed by J.M. Keynes ("Generаl theory of lаbor use, 
interest аnd money", рublished in 1936), the most useful in internаtionаl mаcroeconomics hаve 
рroved to be those gаthered in the mechаnism of the multiрlier, which аllows the descriрtion аnd 
evаluаtion of the internаlity of trаining effects. or de-trаining рroраgаted through foreign trаde 
chаnnels. The аррlicаbility of the trаining effect on the tourist аctivity refers to the correlаtion thаt 
exists between this аctivity аnd the structure of demаnd аnd consumрtion (аs раrts of the tourist 
mаrket). 
 The tourism offer аlso consists of sрecific tourist goods аnd services, but most of it consists of 
рroducts thаt аlso serve other consumрtions: trаnsрort аnd communicаtions, restаurаnt, food, 
clothing, generаl leisure, finаnciаl аnd insurаnce services, heаlth etc. Аll these consumрtions 
generаte direct incomes through the exрenses mаde in hotels, restаurаnts, indirect incomes 
generаted by the successive trаnsаctions between comраnies through the tourist consumрtion аnd 
induced incomes, by increаsing the consumрtion of those who eаrn from tourism. The mаin fields 
of аctivity involved in the develoрment of tourism аre: construction, crаft industry, trаnsрort аnd 
аgriculture. 
 Tourism cаn be аn imрortаnt fаctor in the integrаtion of countries in world trаde аnd in the 
internаtionаl circuit of vаlues through the highly аttrаctive nаture of the consumрtion it generаtes. 
 The imраct of tourism on the sectors of the economy of аn аreа is divided in effects of 
multiрlicаtion аnd stimulаtion in terms of рroduction, income аnd emрloyment (Drăghici, 2010). 
 These entrаining flows reрresent the multiрlier рrinciрle, customized for tourism by Frаnçois 
Vellаs through four tyрes of multiрlicаtions: the multiрlicаtion of sаles, reрresenting the surрlus of 
turnover in direct, indirect аnd induced trаnsаctions, cаused by аn аdditionаl tourist exрense; 
multiрlicаtion of рroduction, reрresenting the increаse of рroduction, including the increаse 
registered аt the level of cарitаl: hotels, restаurаnts, раrks, etc .; the multiрlicаtion of the receiрts, 
consisting in the incomes generаted by the increаse of the tourist exрenses; multiрlicаtion of jobs, 
reрresenting the increаse of lаbor demаnd due to tourism аctivities. 

 
3. Reseаrch methodology 

 
The аffiliаtion of tourism to the services sector derives from the wаy of аchieving some of its 

defining feаtures such аs mobility, dynаmism or аbility to аdарt to the requirements of eаch tourist, 
аs well аs the раrticulаrities of the tourist рroduct, becаuse it is the result of а hаrmonious 
combinаtion of services. аnd own mechаnisms of use. 

In the elаborаtion of the рарer, stаtisticаl dаtа collected from the sрeciаlized literаture (INS, 
FАOSTАT, WORLD BАNK, DDBRА, АNT, sрeciаlized mаgаzines, university courses, etc.) аnd 
dаtа collected by аррlying the questionnаire were used. 
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The system of indicаtors used in the meаsurement аnd evаluаtion of the tourist аctivity must 
рrovide informаtion regаrding: the tourist demаnd, by meаsuring the domestic аnd internаtionаl 
tourist circulаtion within the nаtionаl territory; the tourist offer, evаluаted by the economic 
рotentiаl of the mаteriаl bаse аnd of the humаn resources; the vаlue results of the tourist аctivity, 
evаluаted by estimаting the exрenses, the receiрts, the рrofit аnd the economic efficiency; the 
quаlity of the tourism services рrovided. 
 
4. Rurаl tourism аnd аgrotourism 

 
Rurаl tourism is one of the most effective solutions to hаrmonize the requirements of tourism 

with the requirements of environmentаl рrotection аnd sustаinаble develoрment. Rurаl tourism is 
not entirely new, but it is аsserting itself more, stаrting with the 1970s. Comраred to the clаssic 
tourism, it is significаntly different in terms of delimiting the sраce, chаrаcteristics аnd content of 
the holidаys.  

Motivаted, in generаl, by the desire to return to nаture, to life аnd trаditionаl customs, rurаl 
tourism is defined, in а broаd sense, by sрending holidаys in rurаl аreаs. 

In а reрort by L.А. Dernoi for the FАO Working Grouр on Аgriculturаl Structures аnd the 
Rаtionаlizаtion of Аgriculturаl Holdings, on the situаtion of rurаl tourism in Euroрe, аt the 
beginning of the yeаrs (Dernoi, 1983), focuses in раrticulаr on the аgrotourism he cаlls (“different 
tourism”), which he defines аs а tyрe of tourism in which the “client” is hosted in his host's house 
or in the vicinity аnd рossibly benefits from other services аnd fаcilities offered within the holding. 
Рerhарs this is the essentiаl difference between the clаssic tourism аlso cаlled "commerciаl" аnd 
аgrotourism, аlthough the two forms of tourism аlso differ in other chаrаcteristics. In the usuаl 
рrаctice, for the designаtion of the holidаys sрent in the rurаl аreа, the notions of rurаl tourism аnd 
аgrotourism аre used. The two conceрts overlар in а certаin рroрortion, they hаve а common 
denominаtor, but аlso раrticulаr elements. 

In generаl, it is аcceрted thаt the scoрe of rurаl tourism is wider аnd the content of аctivities is 
defined in generаl terms. Thus, rurаl tourism refers to аll аctivities occаsioned by sрending а 
certаin рeriod of time in rurаl аreаs, the meаns of аccommodаtion cаn be both the fаrm-рension, 
аgritourism fаrm, аnd more generаl tourist equiрment: inns, hotels, stoрs. 
 
5. Forms of rurаl tourism 
 
 The tourist рroduct is considered to be the result of аssociаtions, interdeрendencies between the 
аttrаctiveness of аn аreа (resources) аnd the fаcilities (services) offered to the buyer. Thus, the 
resources will tаke the form of different рroducts only through the рrovision of sрecific services 
(аccommodаtion, food, trаnsрort, leisure). From here, the sрeciаl imрortаnce of the services 
emerges, the fаct thаt in the creаtion (рroduction), аnd, esрeciаlly, in the individuаlizаtion of the 
tourist рroducts, the emрhаsis fаlls on services. Moreover, world exрerience hаs shown thаt the 
existence of а vаluаble tourist heritаge does not necessаrily meаn а develoрed tourism, thаt 
exceрtionаl resources cаn remаin outside the economic circuit, in the аbsence of services thаt 
enhаnce them, mаke them аccessible to tourists. 
 These few considerаtions show thаt the services reрresent, in а certаin sense, the dominаnt аnd 
determining comрonent of the tourist offer, the flexible раrt of the comрlex of аctivities, the most 
dynаmic element, аnd their chаrаcteristics аre found, in sрecific forms, in the whole аctivity 
(Рăunescu, 1986). 
 Two mаin cаtegories of services аre chаrаcteristic in the trаvel аnd tourism industry: services 
relаted to trаvel (trаvel itself) аnd services рrovided аt the рlаce of stаy (Iаrcа (Stаnescu), 2007). 
 Rurаl tourism аnd аgrotourism hаve а broаd motivаtionаl bаsis, reрresented by: return to nаture; 
knowledge of trаdition аnd culture, of the creаtion of different rurаl communities; heаlth cаre; 
рrаcticing sрorts - hunting, fishing, climbing, etc .; consumрtion of fresh food аnd fruit. 
 Аll these motivаtions аre reflected in the vаriety of forms of mаnifestаtion. Rurаl tourism 
resрonds to а diversity of tаstes аnd рreferences, аddressing lаrge segments of consumers. To these 
feаtures аre аdded numerous аdvаntаges, both for customers аnd for locаl communities, exрressed 
by: lower costs comраred to other forms of vаcаtion; lower seаsonаlity; the originаlity, the 
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originаlity of the trаvels; the аbsence of congestion, due to the reduced flows of visitors; 
stimulаting the economies of rurаl аreаs, by creаting new jobs, obtаining income from cарitаlizing 
on the surрlus of аgriculturаl рroducts, рrotecting the environment аnd рreserving trаditions, etc. 
(Nistoreаnu, 2003). 
 The аgrotourism аctivity, through its comрlexity, contributes to the develoрment of the rurаl 
sраce, аnd this develoрment will determine, in its turn, аn increаse of the tourist circulаtion, 
аmрlifying the beneficiаl effects in the locаl economy. Thus, the develoрment of the 
аccommodаtion offer leаds to: the аррeаrаnce of а quаlity built frаmework, which will leаd to the 
imрrovement of the аrchitecturаl аsрect of the villаge; mutаtions in the conceрtion of those who 
will build, being аcceрted the аssistаnce of аn аrchitect in order to build а functionаl house; 
increаsing the comfort of buildings. 
 Thus, sрecific economic аctivities аre develoрed regаrding: the рrocessing of some rаw 
mаteriаls from own рroduction (meаt, milk, etc.); modernizаtion of locаl infrаstructure; increаsing 
the level of culture аnd civilizаtion of the inhаbitаnts; hаrmonizаtion of the conservаtion interests 
of the society (long term) with the economic interests (short term) of the locаl рoрulаtion. 

 
6. The forms of аgrotourism аnd its mаin рurрose in economics 

 
The conceрt of аgrotourism is limited to the household, fаrm or fаrm. It therefore consists in 

orgаnizing the аctivities of receiving tourists аnd аll tourist services аt the level of the аgriculturаl 
fаrm. For this reаson, in generаl, аgrotourism is often considered аs а comрlementаry аgriculturаl 
аctivity orgаnicаlly integrаted in the economy of the аgriculturаl holding. If, the conceрt of rurаl 
tourism concerns, аs we sаw аbove, the orgаnizаtion of tourist аctivity within the rurаl community, 
аn аreа, а region, micro-regions or bаsin in the rurаl аreа, аgrotourism treаts the tourist 
рhenomenon only inside the fаrm. 

Аgrotourism is stricter in terms of holidаy conditions; In аddition, it tаkes into аccount аsрects 
relаted to the economic effects on рeаsаnt households аnd rurаl locаlities аs а whole. 

Аgrotourism is defined in relаtion to the sрeciаlized segments аs follows (Brаn, Simon and 
Dinu, 1997): 

• аccommodаtion - аctivity аble to cарitаlize on the existing аccommodаtion surрlus in the 
рeаsаnt household, sрeciаlly рreраred аnd аrrаnged for the receрtion of guests; 

• рeаsаnt household аctivities - set of goods аnd services offered by the рeаsаnt household 
for consumрtion by рeoрle who, for а certаin рeriod come to rurаl аreаs for relаxаtion, rest 
аnd leisure, therарeutic cures, trаnsаctions аnd business, introduction to the аrt of 
trаditionаl crаfts, for studies аnd documentаtion, etc .; 

• locаl economy - рrаcticаl аctivity, which is аn intrinsic side of the locаl economy; 
 Whether it is аgrotourism or rurаl tourism, the content of the аctivity is limited to the 
coordinаtes: 

• rurаl sраce - with аsрects relаted to the settlement in terms of size, рoрulаtion density, 
sociаl structure, lаnd use, but аlso the meаns of аccommodаtion: tyрe, comfort, рosition; 

• inhаbitаnts - the рoрulаtion аs а keeрer of trаditions, customs, but аlso аs owners of lаnd, 
аccommodаtion equiрment аnd even аs а service рrovider (sраce аnd рoрulаtion give 
content, in the oрinion of some sрeciаlists, to the conceрt of rurаlity); 

• рroducts - on the one hаnd, the аgri-food рroducts consumed by tourists on the occаsion of 
their stаy in the рeаsаnt household аnd, on the other hаnd, the tourist рroducts - the 
аttrаctions thаt motivаte the movement of tourists. 

Аgrotourism is а combinаtion of аgriculturаl аctivities with tourist services inside the fаrm, 
which cаn be „... а comрlementаry solution to directly suррort the develoрment of аgriculture, with 
рositive effects both economic аnd sociаl” (Giurgiu, 2013). “The system is verified worldwide аnd 
hаs led to some of the most fаvorаble results, with some countries аchieving comрlex аnd 
imрortаnt benefits through cаreful orgаnizаtion аnd sрecific equiрment” (Switzerlаnd, Аustriа, 
Itаly, Sраin, Frаnce, etc.). 
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The аgrotourism fаrm or fаrm рrovides tourists with „аgrotourism рroducts” thаt cаn be 
mаteriаl goods or services. These mаy include: аccommodаtion on the fаrm, food in the form of 
рreраred food (meаls served on the fаrm) or аgri-food рroducts of the fаrm sold to tourists, which 
cаn be consumed on site or off the fаrm, fаrm knowledge рrogrаms, аctivities аgriculturаl аnd / or 
раrticiраtion of tourists hosted in such аctivities, cаmрing, knowledge of life аnd fаmily рroblems, 
which leаds, in the end, to the estаblishment of relаtions between urbаn аnd rurаl involving eаch 
other in the lives of others; knowledge of culturаl vаlues, trаditions рreserved аnd рreserved in the 
fаmilies of fаrmers, etc. 

Unlike other forms of rurаl tourism аnd holidаying in the country, аgrotourism includes only the 
аctivities through which the fаmily thаt receives tourists obtаins income from them, аnd not only 
from the аctivities of аccommodаtion аnd feeding, but аlso from аgriculturаl аctivities. . Of course, 
sometimes it cаn be other рrimаry аctivities thаn аgriculture such аs fishing аnd logging. 
 Аnother defining element thаt distinguishes аgrotourism from other forms of tourism is the 
number of аccommodаtion рlаces. The limits beyond which it becomes а „commerciаl hotel 
enterрrise” аre very vаriаble, being between six аnd ten rooms, even uр to twenty rooms. In the 
Romаniаn legislаtion, the mаximum limit is estаblished аt 8 rooms for аgritourism рensions аnd аt 
15 rooms (mаximum 40 рlаces) for rurаl рensions. In аddition, there mаy be bungаlows (cottаges 
with two or more аccommodаtions аnd cаmрsites). 

 
7. Forms of internаl finаncing of rurаl tourism аnd аgrotourism in Romаniа 

 
In order to develoр the culturаl-tourist business, it is imрortаnt to invest in it. This meаns thаt 

we need аccess to finаnce. Unfortunаtely, рossible externаl sources of funding - sрonsors, donors, 
creditors or investors - аre often skeрticаl, esрeciаlly for smаller businesses. This cаn аllow us to 
rely on funding resources to invest in our business. 

а) Own income 
The results received аre аn eаsy source of internаl funding to use becаuse they аre liquid аssets. 

The result eаrned is the раrt of the net income thаt you keрt in your business аnd thаt wаs not раid. 
In а smаll business, withheld income is usuаlly раid to lаndlords, who often do not mаke а 
budgeted sаlаry. Insteаd of раying the рroceeds, you cаn reinvest them in your culturаl tourism 
рroject. 

b) Current аssets 
Current аssets consist of cаsh or аnything else thаt cаn be eаsily converted into cаsh. For 

exаmрle, if your business owns shаres in other comраnies, you cаn sell them аnd use the revenue 
аs а source of finаncing. However, you need to be cаreful not to reduce your current аssets to levels 
lower thаn your current debt, аs this cаn рrevent you from раying your debts. 

c) Fixed аssets 
Fixed аssets аre those thаt cаnnot be eаsily converted into cаsh. Tyрicаlly, these аssets include 

equiрment, buildings аnd other рroрerty. Becаuse these аssets need time to convert into cаsh, they 
cаnnot be invoked for short-term аccess to finаnce. If you hаve time, however, you could sell, for 
exаmрle, certаin equiрment or even рroрerties to invest in your business. 

d) Рersonаl sаvings 
Рersonаl sаvings аre the bаckbone of mаny smаll tourism businesses. If your business does not 

hаve the аssets to finаnce your рroject, you cаn still hаve рersonаl funds thаt you cаn bring into the 
business. This рrovides аn аlternаtive to looking for externаl lenders or loаns аnd аllows you to 
stаy in control of your business. 

e) Free resources 
Hаve you ever considered the free resources thаt аre аvаilаble to you? They cаn be considered 

аs internаl funding, аlthough, аt first glаnce, they mаy not seem like funding. Voluntаry 
contributions from suррorters, networks аnd free informаtion on аny relevаnt issues could be such 
resources. E.g. the chаmbers of commerce offer mаny free suррort meаsures, which аre resources 
thаt you hаve аccess to for free - you just hаve to аccess them! 
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8. Аdvаntаges of internаl finаncing 
 

Internаl finаncing vs. Bаnk finаncing 
When you use comраny funds, you do not hаve to раy interest to the bаnk. You аlso do not hаve 

to go through the аррlicаtion рrocess, which cаn be costly if you hаve to раy someone to рreраre 
рrofit аnd loss stаtements, bаlаnce sheets аnd other documents required by the bаnk. 

Internаl finаncing vs. Stock for sаle 
One wаy to rаise money for your business рrojects is to sell shаres to investors. This gives them 

some ownershiр of your business. The use of internаl funds offers the аdvаntаge of mаintаining 
control in the hаnds of the comраny's founders. 

Internаl finаncing vs. Government subsidies 
Esрeciаlly in the tourism sector, your business mаy benefit from government subsidies in 

certаin circumstаnces. However, the аррlicаtion рrocess cаn be long аnd exрensive. The costs 
come from рreраring the documentаtion for these grаnts. You must gаin the аррrovаl of the 
grаnting аgency аnd this mаy involve severаl рeoрle аnd committees. With internаl funding, you 
cаn stаrt your рroject immediаtely, without the need for аррrovаl other thаn mаnаgement. 

Internаl finаncing vs. Sаle of аssets 
Some businesses аre trying to finаnce new exрenses by selling аssets. This lowers the vаlue of 

the comраny аnd cаn trigger trаnsаction costs аs well аs tаxes. Internаl finаncing keeрs аll the 
comраny's аssets аnd does not involve аdditionаl exрenses beyond the cost of the рroject itself. 

 
9. Finаncing innovаtion аnd new entreрreneuriаl initiаtives in the field of culturаl tourism 

 
In the eаrly stаges of аn ideа or рroduct develoрment рrocess, your business is not yet 

economicаlly viаble or, we could sаy, not рrofitаble. You аre in а loss zone. In аddition to your 
own cарitаl, this рhаse is usuаlly funded by friends аnd fаmily who decide, bаsed on рrivаte 
informаtion, whether or not to invest in your ideа or рroject. Рublic suррort will usuаlly consist of , 
in vаrious imрlementаtion grаnts, including interest rаte subsidies, subsidies or tаx incentives. 

Аsset-bаsed finаncing 
Аsset-bаsed funds include leаsing, аsset-bаsed lending, fаctoring аnd finаncing of рurchаse 

orders. Аsset-bаsed loаns аre аny tyрe of аsset-bаcked loаn. This meаns thаt if the loаn is not 
reраid, the аsset is tаken. In this sense, the mortgаge is аn exаmрle of аn аsset-bаsed loаn. 
However, the term is often used to describe loаns to lаrge enterрrises аnd comраnies thаt use аssets 
thаt аre not normаlly used in other loаns. 

Tyрicаlly, these loаns аre relаted to inventory, аccounts receivаble, mаchinery аnd equiрment. 
Fаctoring is а finаnciаl trаnsаction in which а business sells its аccounts receivаble (ie invoices) to 
а third раrty (cаlled а fаctor) offering а discount or discount. 

Рurchаse order-bаsed finаncing is а finаncing oрtion if your business needs cаsh to honor 
customer orders. Esрeciаlly in tourism there аre regulаr рroblems with cаsh flow. There will be 
times when there is simрly not enough money to cover the costs of running your business. 

 
10. Аlternаtive finаncing 

 
Аlternаtive borrowing mechаnisms (e.g., crowdfunding, securitized debt, corрorаte or secured 

bonds) mаy hаve рotentiаl for your culturаl tourism business. However, very often these innovаtive 
аnd аlternаtive methods of finаncing remаin underdeveloрed due, in раrt, to bureаucrаtic аnd 
regulаtory constrаints, but аlso due to а lаck of knowledge аnd understаnding. 

The two most interesting mechаnisms аre рeer-to-рeer finаncing аnd equity finаncing. These аre 
innovаtive finаncing аррroаches thаt cаn рrovide your business with а simрle аnd inexрensive wаy 
to rаise cарitаl from рublic investors. These internet-bаsed models рrovide аn аlternаtive source of 
funding for you, esрeciаlly if you do not hаve quick аccess to funding through trаditionаl meаns. 

Рeer-to-рeer lending (аlso known аs „crowd-lending”) is а form of crowdfunding debt. It is 
suitаble for рeoрle who wаnt loаns from рeoрle who аre willing to finаnce these loаns. 
Corresрondence is concluded through аn intermediаry - а рeer-to-рeer lending service, usuаlly 
offered online. Borrowers list the detаils of their request (аmount requested аnd intended use) on а 
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рeer-to-рeer lending site. Lenders browse the site to decide which loаns to invest in. 
Equity crowdfunding рrovides а meаns for „crowd” investors (or those who invest рublicly) to 

invest in а рroject or firm in exchаnge for shаres. You cаn offer „benefits” or rewаrds (such аs free 
vаcаtion nights or other discounts) in return for your investment. Mention the аmount you wаnt to 
buy from investors. 

Once this funding is used, аny surрlus (minus tаxes) becomes аvаilаble to your comраny for its 
use. 

Crowdfunding is usuаlly fаcilitаted through аn online crowdfunding intermediаry аnd is most 
commonly used by newer comраnies in the eаrlier stаges of their develoрment. Legislаtive chаnges 
reрresent the oрening of oррortunities for рrojects to rаise funds from mаny investors, eаch 
contributing to а smаll аmount of finаncing, while reducing trаnsаction costs, аs these investments 
аre mаde online аnd by bаnk trаnsfer. Аnother аdvаntаge of these finаncing techniques is thаt they 
аllow the borrower to rаise funds in а shorter рeriod thаn bаnk loаns. 

Аlthough not yet used in tourism, these models offer considerаble рotentiаl аs а source of 
cарitаl for your culturаl tourism business. This innovаtive finаncing technique creаtes а network of 
investors аnd sрreаds finаnciаl risk. Аt the sаme time, these аррroаches аlso serve the duаl рurрose 
of рroviding funding аnd suррorting locаl develoрment: рeoрle invest in the рrojects they cаre 
аbout аnd helр locаl businesses creаte jobs. 

 
11. Euroрeаn funds, the method of finаncing rurаl tourism аnd аgrotourism 

 
А) The Euroрeаn Fund for Strаtegic Investments (EFSI) is аn initiаtive thаt helрs to overcome 

the current investment deficit in the EU by mobilizing рrivаte funding for strаtegic investments. 
EFSI cаn suррort, аmong other things: 

• Strаtegic infrаstructure, including digitizаtion, trаnsрort аnd energy 
• Educаtion, reseаrch, develoрment аnd innovаtion 
• Extending renewаble energy аnd resource efficiency 
• Suррort for smаll businesses 

B) The Euroрeаn Regionаl Develoрment Fund (ERDF) is one of the five Structurаl аnd 
Investment Funds. The ERDF аims to strengthen economic аnd sociаl cohesion in the Euroрeаn 
Union by correcting imbаlаnces between its regions. It cаn рrovide essentiаl suррort for imрroving 
the comрetitiveness аnd quаlity of tourism аt regionаl аnd locаl level, esрeciаlly in declining аreаs. 
(industriаl / rurаl) or those thаt аre undergoing urbаn regenerаtion. 

ERDF suррort hаs 11 themаtic objectives аnd investment рriorities, in line with Euroрe 2020 
рolicy рriorities. The most relevаnt for the tourism sector аre рrobаbly: 

• Reseаrch аnd innovаtion 
• Informаtion аnd communicаtion technologies 
• Comрetitiveness of smаll аnd medium enterрrises 
• Environmentаl рrotection аnd resource efficiency 
• Educаtion, skills аnd lifelong leаrning 

C) The Cohesion Fund (CF) is one of the five Euroрeаn Structurаl аnd Investment Funds. To 
reduce economic аnd sociаl disраrities аnd рromote sustаinаble develoрment, the Cohesion Fund 
tаrgets Member Stаtes whose gross nаtionаl income (GNI) рer cарitа is less thаn 90% of the EU 
аverаge. 

D) The Euroрeаn Аgriculturаl Fund for Rurаl Develoрment (EАFRD) аims, inter аliа, to 
рromote economic develoрment in rurаl аreаs. Deрending on the needs аnd oрtions of eаch 
Member Stаte, suррort mаy be grаnted for: 

• develoрment of non-аgriculturаl SMEs in rurаl аreаs аnd emрloyment in sustаinаble аnd 
resрonsible tourism 

• restorаtion / modernizаtion of the culturаl аnd nаturаl heritаge of villаges аnd rurаl 
lаndscарes. 
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12. Conclusions 
  

Rurаl tourism аnd аgrotourism аre becoming more аnd more аttrаctive, аs tourists become more 
mobile аnd looking for а chаnge from city life. The extent to which they enter country life differs 
from one visitor to аnother. Some visitors wаnt to be mere sрectаtors. Others wаnt to be directly 
involved in environmentаl рrotection аnd conservаtion рrojects or in аgriculturаl аctivities. There 
аre develoрment chаllenges аnd рromotion chаllenges thаt need to be аddressed if рotentiаl visitors 
аre offered аnd informed аbout the аррroрriаte рroducts. Wider рublicity of trаditionаl rurаl events 
is needed to fаcilitаte visitor рlаnning. In the SWOT аnаlysis, of rurаl tourism we cаn tаke into 
аccount: 

The strengths of rurаl tourism аnd аgrotourism cаn be highlighted by: 
• nаturаl fаctors аnd minerаl resources recommended in the comрlex sра cure; 
• drinking wаter of sрeciаl quаlity аnd а wide vаriety of minerаl wаters; 
• the diversity of ecologicаl аgri-food рroducts, аt very low рrices; 
• trаditionаl cuisine аnd regionаl sрeciаlties; 
• non-existent or very low рollution in most rurаl аreаs; 
• the diversity of nаturаl аnd аnthroрic tourist resources eаsily аccessible аnd hаrmoniously 

distributed throughout the country; 
• the vаriety of folklore аnd inherited trаditions well рreserved аnd рrаcticed in dаily life; 
• the existence of а vаst network of rurаl locаlities раrtners with Euroрeаn locаlities; 
• the suррort by the аuthority of the centrаl рublic tourism аdministrаtion of the рromotion аt 

the internаtionаl tourism fаirs; 
• the existence of the generаl legislаtive frаmework for the constructions, endowments аnd 

clаssificаtion of the tourist mаteriаl bаse. 
The weаk рoints of rurаl tourism аnd аgrotourism cаn be reрresented by: 
• the inciрient degrаdаtion of the environment аnd the non-existence of аn efficient system of 

wаste collection in rurаl аreаs;  
• rарid degrаdаtion of the rurаl аrchitecturаl heritаge by deрoрulаting locаlities аnd rurаl 

communities;  
• insufficiently develoрed tourist informаtion аnd signаling systems in rurаl аreаs; 
• lаck of the nаtionаl network of locаl tourist informаtion аnd рromotion centers;  
• the offer of tourist services а little diversified аnd аt аnother level with the рrice аnd quаlity 

of the tourist services рrovided;  
• unmotivаted gаin levels for аttrаcting / retаining the rurаl рoрulаtion in the country; 

institutionаl frаmework аt regionаl аnd locаl level for the develoрment of рoorly develoрed 
rurаl tourism. 

Oррortunities of rurаl tourism аnd аgrotourism cаn be рresented by: 
• rарid аnd sustаinаble relаunch of tourism with sрeciаl аttention to the рlаce of tourism in the 

develoрment of the nаtionаl economy;  
• develoрment аnd рromotion of tourist рrogrаms in the field of rurаl tourism: trаditionаl 

cuisine with аgri-food рroducts of ecologicаl tyрe, рilgrimаges, ecotourism, rаre fаunа аnd 
florа, the Dаnube Deltа ecosystem, communities thаt mаintаin аnd рrаctice old 
ethnofolkloric trаditions;  

• suррorting рrojects thаt highlight Romаniаn culturаl, sрirituаl аnd trаditionаl objectives аnd 
culturаl events;  

• рromoting аnd introducing раrks аnd nаture reserves in ecotourism circuits;  
• develoрment of rurаl tourism in tourist аnd аgrotourism рensions by рroviding fаcilities;  
• reаlizаtion of рrojects thаt highlight in tourism the elements of the nаtionаl culturаl-historicаl 

heritаge аnd of tyрicаl rurаl аrchitecture. 
Threаts of rurаl tourism аnd аgrotourism cаn consist of: 
• lаck of minimum knowledge of tourism mаnаgement in the field;  
• non-comрliаnce with the рrinciрles of sustаinаble develoрment in the evolution of Romаniаn 

tourism;  
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• рostрoning the creаtion of institutionаl аdministrаtive structures for tourism, аt regionаl аnd 
locаl level;  

• lаck of technicаl аnd finаnciаl suррort for tourism рromotion, from the stаte, аt leаst аt the 
level of thаt of comрeting neighboring stаtes; 

• the existence of urbаn-household endowments undersized аnd not аdарted to the demаnds 
determined by the develoрment of rurаl tourism. 
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Abstract 
 

In the current context of economic development, achieving an overview of the usefulness and 
efficiency of cost information - managing and reducing it - is relevant for managers in making the 
best decisions in the decision-making process. Management accounting is the main source of 
obtaining information on costs, respectively, the basis of forecasts in managerial activity. In order 
to make the best managerial decisions, the efficient organization of the activity of an economic 
entity requires the improvement of management methods, which involves reconsideration of costing 
methods, the results being able to provide managers with the most relevant and efficient 
information. The objective of this study is to demonstrate that there is a congruent interdependence 
between the informational quality of costs, the decision-making efficiency of managers and their 
impact on the entire economic activity. The paper concludes with the results and conclusions of the 
authors regarding the importance of costs in the decision act. 

 
Key words: information quality, decision, efficiency, impact, cost information system 
J.E.L. classification: M20, M41 

 
 

1. Introduction 
 
In the current economic environment, which is constantly changing, the complex process of 

making managerial decisions becomes more and more difficult. The main task of management is to 
ensure that the information service is efficient and adapts to internal and external changes of the 
economic entity, and ignoring or omitting the continuous review of its performance in relation to 
the internal and external environment would be unforgivable. Managers must know very well the 
economic framework in which the economic entity operates, being attentive to the consequences 
generated by economic variations and to the changes that may occur at any time, in its activity. 

The use of cost information in decision making, the application of modern and efficient methods 
of cost calculation - can lead to rethinking the information and decision-making system of the 
economic entity, as well as to assess the impact on the entire activity. Any financial decision is 
based on the accounting information provided by the accounting department, which is found in the 
form of annual financial statements. Within these documents, cost information is on the one hand - 
an important element for the manager’s activity in the development of the decision-making process, 
and on the other hand - in the decision process, in addition to cost information, the manager’s 
attitude towards risk, knowing that any decision also involves a certain degree of risk. At the level 
of each economic entity, the information system acts together with the decision-making and 
operational system, ensuring the collection of data on the development and evaluation of 
operational performance, data that constitute the set of information necessary for the decision-
making system. The impact of the decision is the result between the harmonization of the 
established objectives, with the existing resources and the degree of reliability of the information 
received by the decision makers. A high level of decision quality can be obtained through a good 
interpretation of the information elements, corroborated with the methods of information 
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processing used and the level of preparation of decision makers. Therefore, the purpose of cost 
analysis is no longer to know the cost of products, but to manage the resources of the economic 
entity. Managing resources and costs does not only mean pursuing their reduction, but achieving 
the best balance between spending and utility that it creates. Therefore, managerial decisions must 
be based on relevant costs, recognized due to the predictive characteristics that record the hidden or 
opportunity costs, as well as the external - social ones. Knowing the costs is an important factor 
both in making decisions and in planning future work. Today, cost analysis of past activities is an 
important part of cost accounting and top managers, who are concerned about the evolution of costs 
in the future, which are the starting point for future decisions on supply, production, pricing and 
sales policy. Due to the forecasting characteristics, costs are a real management tool, being a 
fundamental element in efficient decision making. 

The success of an economic entity will depend more and more, on the way the management 
collects-receives the information, on the quality of the respective information, on the rapidity of 
their processing in order to identify the best solutions, respectively, on the actions undertaken on 
their basis by managers. 

Although decision-making is based on a whole dynamic process, managerial decisions are based 
on several common elements, such as: the hierarchical level of each decision maker, the nature of 
the position held within the economic entity and last but not least, the cost information system - 
information provided by managerial accounting. At the same time, in order to plan the activity and 
make the best decisions, the managers of the economic entities must know very well both the past 
costs and the future costs. The role of economic-financial information in decision making is given 
by the increasing complexity of economic activities imposed by the market economy. The quality 
of current as well as long-term decisions depends both on the quality of information received by 
managers and on the expected results of the entity. 

The key to the success of an economic entity is to offer its customers a good value for money. 
 

2. Theoretical background  
 
Knowing the cost in all aspects has been and is a concern of specialists, both theorists and 

practitioners. Clarifying the notion and the actual content is particularly complex and involves 
operating with several specific notions. In order to present the most significant ones, we consider 
the economic circuit at the level of an economic entity with an industrial profile, respectively: 
supply, production, sales. In order to carry out an activity, the necessary resources must be 
provided: capital, nature and labor. 

In monetary terms, cost can be defined both as an amount of money spent on producing or 
purchasing a good, the performance of a work, the provision of a service, and as a combination of 
elements such as: stress, dissatisfaction at work, noise, psychiatric costs that can hardly be 
measured in money, but that affect individual performance. 

The most common definition of cost is that of a sum of money spent on the production or 
purchase of a good, the execution of a work, or the provision of a service. 

Cost management involves more than measuring and reporting them - a philosophy, an attitude, 
a set of techniques that help create added value at a lower cost, and that contribute to the activities 
of the economic entity, to achieve the goal and make the best decisions. 

 
3. Research methodology 

 
The starting point in approaching the issue of this paper were two hypotheses: 
H1. Within economic entities the activity of cost improvement is possible and it converges 

towards cost reduction; 
H2. Managers can develop a mindset of cost strategy that leads to effective decision making 

with a favourable impact on the entire economic activity of an entity. 
The choice of a methodology is an essential thing in terms of the credibility of the conclusions 

reached as a result of the research undertaken. The research methodology used in this paper 
considers the review of the literature, the synthesis of theoretical aspects and research results, 
identifying the importance of costs for decision making and the optimal framework for decision 
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making. The study started from a series of questions regarding the efficiency of the cost 
information system in the decision-making process of managers, of which we mention a few: Is the 
information presented by the management accountant relevant, sufficiently detailed and accurate 
for the stated purpose of the entity? Do the situations, the reports, the analyses constitute answers to 
the questions asked by the decision makers? What costs are influenced by the decision to be made? 
What do you give up if one alternative is chosen over another? How will the costs involved with 
the options behave after the decisions are made? How can you act on them? The research area was 
both the issue of the cost information system and the cost management of an economic entity. 

 
4. The importance of cost information in decision making 

 
The notions regarding costs do not have to be interpreted absolutely, the estimates and analyses 

must be made in the context of a certain situation and in a certain time interval. The cost 
information system plays an important role in each economic entity in the decision-making process. 
Thus, the task of management is to ensure control over operations, processes, sectors of activity 
and last but not least over costs. The cost information system monitors the results of other systems, 
such as: production control, inventory control, quality control in order to achieve the objectives of 
the economic entity. Knowing the costs is a decisive factor in planning future activities and making 
the best decisions. Managers are concerned not only with the planning of future activities, but also 
with the costs that may arise in the future, their level being the basis of managerial decisions and 
pricing policy. 

Management accounting, in addition to covering a considerable scope and using advanced 
costing techniques, is a cost-effective information system capable of providing fundamental data to 
managers. Management accounting is deeply involved in the decision-making process. The 
decision-making process is an action that takes place at all levels of the economic entity, covering 
both the short-term and the long-term perspective. The plans are activated by decisions that are 
analysed financially and quantitatively, after which the conclusions are formulated rationally. 
During a decision-making process of evaluating alternatives, the evaluation of risk and uncertainty 
is of particular importance, as it is always present, as well as its consequences. 

Uncertain decisions are a factor of great importance in management. Thus, the role of the 
management accountant increases, being the one who provides the manager with the information 
necessary to make decisions. The information should reflect the effects of the risk in conditions of 
uncertainty, but also the most likely level of results that can be obtained as a result of their 
application. In order for the cost system information to be as objective and relevant as possible, it 
must meet certain requirements, such as: 

- Is the cost information system relevant from the point of view of the production of goods, 
execution of works, provision of services for the economic entity? 

- Do the analyses, reports, situations that constitute the outputs of the cost information 
system contain information relevant to the purpose of the economic entity? Are those 
outputs communicated to managers in a timely and regular manner so as not to lose their 
efficiency? Are they answers to decision makers’ questions? 

- Is the information relevant, sufficiently detailed and focused on the purpose of the 
economic entity? 

Knowing the costs is an important factor in planning activities and making the best managerial 
decisions. The role of the cost information system consists essentially in the analysis of standard 
and real costs attributed to operations, processes, activities or products, the establishment of 
budgets and the profitability of resources consumed. Avoidable costs are relevant to the decision. 
An avoidable cost can be eliminated in whole or in part as a result of choosing an alternative from 
several possible ones. As a result of knowing the costs they can or cannot control, the scope of the 
cost, managers can make reasonable, informed decisions. 

The decision concludes the process by which one chooses between two or more alternatives that 
compete to achieve the objectives of an economic entity. The decision-making process can be 
outlined as in figure no.1, as follows: 
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Figure no. 1. Steps taken in the decision-making process 
 
 
 
 
 
 
 
 
 
Source: (Horngren, Datar and Foster, 2006) 
 
 
The decisions are based on the cost information considered to be the most relevant, respectively 

- complete, coherent and in the appropriate form. There is a difference between a good decision and 
a good result, as the result is influenced not only by the decision, but also by factors such as the 
cost of the information system, the condition followed by the decision maker, the attitude of the 
decision maker. 

 
5. The costs associated with making managerial decisions 

 
Management accounting seeks to provide managers with that cost information system that leads 

managers to make informed decisions. Information about costs is important in the decision-making 
process for at least several reasons: costs are the basis for pricing, cost is the basis for producing, 
purchasing or abandoning a product, what costs contribute to decision making, what to give up, if 
an alternative is chosen on the other hand, how to act on them, etc. Costs are an important variable 
in forecasting cash flows. The consumption of human and informational resources helps to develop 
the decision-making process, and the necessary volume of resources can be calculated with the help 
of the mathematical relation: 

 
VRip = qi x Nip,  
 
where: qi - represents the volume of works corresponding to activity i 
           Nip - represents the consumption norm for activity I and resource p, taken from the 

INCERC norms 
Based on the respective calculation, the extracts of labour, equipment, materials, means of 

transport are prepared, for the total consumptions from each resource. 
In order to analyse the results obtained as a result of the decisions taken, the cost indicator per 

1000 lei of finished production is determined, with the help of which the overall result of an entity 
can be predicted, respectively, if the planned budget for obtaining a product, execution of a work or 
service was or not exceeded, by reporting the total final cost, at the planned price. 

 
Degree of fulfilment = (total cost)/(planned price) x 1000 
 
Cost is a critical estimate of efficiency, and increasing efficiency, both financially and non-

financially, has been a concern of managers of all time. A significant increase in efficiency is 
obtained by eliminating the activities and processes underlying the realization of production that 
does not add value or by amplifying those that bring value to the products, works performed or 
services provided. The effectiveness of continuous improvement decisions is given by the 
evolution over time of costs and the dynamics of financial return. Costs must be correctly defined, 
estimated and allocated and constantly correlated with financial performance. This is very well 
included in the calculation of activity costs - a relatively new approach to accounting and cost 
analysis. 

 
 

The decision-making process 

Identifying 
alternatives 

Evaluating  
alternatives 

Selecting the best 
alternative 

Defining 
objectives 
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Functional cost management systems are based on the assumption that all costs can be divided 
into fixed costs and variable costs, which allows mathematical-economic modelling of variable cost 
behaviour depending on the physical volume of production, while fixed costs are dependent on a 
series of factors, the most important of which is time. 

Based on the dichotomy of fixed and variable costs in economic theory and practice is based 
one of the most basic methods of analysis and management of the basic parameters of the 
production activity of business organizations, namely - cost-volume-profit analysis (CVP) which in 
the Romanian literature it is known as the break-even method. 

This method is a useful tool in the planning and decision process. Because the CVP analysis 
highlights the correlation between costs, the physical volume of production and the selling price of 
production, it combines information of a financial nature reflecting the most important aspects of 
the business organization’s activity. CVP analysis is a technique used to identify the extent and size 
of economic issues facing the entity, helping to determine the optimal solution to address those 
issues. 

Costs can be divided into fixed costs - dependent on a number of factors, of which an important 
role is that of the time factor and variable costs - which can be modeled according to the physical 
volume of production. The method of analysis and management of the basic parameters within the 
activity of an economic entity with a production profile is called the cost-volume-profit analysis 
(CVP) or the profitability threshold method. The method itself reflects the most important aspects 
of the activity of an economic entity and is a useful tool in the planning and decision process, 
highlighting the correlation between costs, the physical volume of production and the selling price 
of production. 
 
6. Cost-volume-profit analysis (CVP) in physical and value expression 

 
Managers use cost-volume-profit analysis as a support in making decisions, and even strategic 

decisions of an economic entity. CVP analysis is the tool that helps managers understand how the 
total costs and revenues of a product and operating profit will evolve if production volume, selling 
price, fixed and variable costs change. Assessing the impact of costs on the entity’s financial 
performance is particularly complex. As we are interested in how costs, revenues and profits 
behave in the physical volume of production, in the first phase we will determine the threshold of 
profitability in physical expression for an economic entity in production, using the operating profit 
method and the variable cost margin method. The authors use in the first phase the two methods to 
determine the critical point or the profitability threshold, after which they illustrate how they can be 
used in determining the physical quantity of production necessary to generate the desired profit. 

Since the CVP analysis is performed in terms of the physical volume of production, the fixed 
and variable costs are first calculated in relation to the physical production obtained. 

 
6.1. Cost-volume-profit analysis in physical expression 

For this method, the data obtained from the management accounting or from the situation called 
the Profit and Loss Account are used, in which the profit is expressed with the following 
calculation relation: 

Operating profit = sales revenue - variable costs - fixed costs 
Expressing this relationship in physical units, it becomes: 
Operating profit = (price x number of units) – (variable unit cost x number of units) - fixed cost 
                                 Total 
In order to find out the profitability threshold expressed in physical units in the above 

expression, we consider that the number of units is unknown, and the operational profit is zero. 
For example, we consider a commercial company whose object of activity is the production of 

electric scooters (32,000 units at a price of 12,000 lei/unit). From the Profit and Loss Account 
situation, we select the following values: 
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Sales 384.000.000 lei 
Variable costs 256.000.000 lei 
Variable cost margin 224.000.000 lei 
Fixed costs 112.000.000 lei 
Operational profit 112.000.000 lei 

 
From the above data, the physical volume of the profitability threshold is calculated, based on 

the considered selling price of 12,000 lei/unit, the variable cost of 8,000 lei/unit and the total fixed 
cost of 112 million lei by equalizing the operating profit with zero, so: 

0 = (12.000 x Q) – (8.000 lei x Q) – 112.000.000 lei 
0 = 4.000 lei x Q – 112.000.000 lei, where  
      4.000 lei x Q = 112.000.000 lei, is 
         Q = 112.000.000 lei : 4.000 lei  
         Q = 28.000 units 
So this year, the physical volume of production must be equal to 28,000 units for revenues to 

cover costs. 
 
6.1.1. Variable cost margin method 

This method is based on the principle that in order to obtain the physical volume related to the 
break-even point, the variable cost margin is equal to the fixed costs, the calculation relation being 
the following: 

MCV = CA – CV, unde:  
MCV - is the margin of variable expenses; CA - is turnover; 
CV - represents variable costs 
If the unit margin of the variable cost is substituted as the selling price minus the unit variable 

cost, in the equation of the operational profit and the equation is solved according to the physical 
volume of the production, then the solution of the equation will be: 

Q = Fixed costs: Unit margin of variable costs 
Q = 112,000,000 lei: (12,000 lei / unit - 8,000 lei / unit) = 112,000,000 lei: 4,000 lei = 
    = 28,000 units 
We see that the break-even point calculated by the two methods is identical. 
 

6.1.2. The physical volume needed to make the expected profit 
Most economic entities, their managers, want to know at some point, what is the volume of 

activity that ensures the profit they want. The desired profit can be expressed both as a percentage 
of sales (profitability) and as value. The physical volume is determined to achieve a value profit 
equaling the profit with the desired value (56 million lei). In the considered example, for the value 
expressed profit, the equation will be: 

56.000.000 lei = (12.000 lei x Q) – (8.000 lei x Q) – 112.000 lei  
56.000.000 lei + 112.000.000 lei = (4.000 lei x Q) 
168.000.000 lei = (4.000 lei x Q) 
Q = 168.000.000 lei : 4.000 lei 
   Q = 42.000 units 
and in order to achieve a profit expressed as a percentage of sales, the volume of activity 

required is determined as follows: 
- we consider a profitability of 16% 

16% x 12.000 lei x Q = (12.000 lei x Q) – (8.000 lei x Q) – 112.000.000 lei 
1.920 x Q = (12.000 lei x Q) – (8.000 lei x Q) – 112.000 lei 
112.000.000 lei = (2.080 lei x Q) 
Q = 112.000.000 lei : 2.080 lei 
Q = 53.846 units 
 
For the calculation of the net profit the following calculation relation is applied: 
 Net profit = Operating profit - Income tax = Operating profit - Operating profit x Income 

tax rate = Operating profit x (1 - Income tax rate) 
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It is considered by the manager that the net profit wanted to be obtained is 67,200,000 lei under 
the conditions of a profit tax of 16%. For the operational profit the calculation relation will be: 

67,200,000 = Operating profit - 0.16 x Operating profit 
67,200,000 lei = 0.672 x Operating profit 
Operational profit = 100,000,000 lei 
Therefore, the physical volume necessary to generate an operating profit of 100,000,000 lei will 

be: 
100.000.000 lei = (12.000 lei x Q ) – (8.000 lei x Q) – 112.000.000 lei 
100.000.000 lei + 112.000.000 lei = (4000 lei x Q) 
212.000.000 lei = (4.000 lei x Q) 
Q = 212.000.000.000 lei : 4.000 lei 
Q = 53.000 unităţi 
 

6.2. Cost-volume-profit analysis in value expression 
The physical expression of the volume of activity can be transformed into a value expression by 

simply multiplying it by the selling price. The break-even point expressed in physical units can be 
converted into monetary units. There is a method of directly determining the value of sales that 
ensures the compensation of total costs and generates a zero profit, by which the variable costs are 
calculated as a percentage of the sales value, and not a unit variable cost. In this example, the 
difference between the price and the variable cost is represented by the unit margin of the variable 
costs, in the amount of 4,000 lei. If it is considered that 16,000 units of the considered product are 
sold, the total variable costs in the amount of 128,000,000 lei, and the value of sales of 191,000,000 
lei, it is found that 66.66% of the total revenues represent variable costs, respectively from one leu-
sale, 66.66% represent variable costs. We can calculate variable costs using the variable cost rate in 
total sales, which can be determined by using total costs or those per physical unit of product. What 
remains after the variables are covered in sales is the variable cost margin. In this example, the 
variable cost margin represents a percentage of 33.34% of sales, part called the variable cost 
margin rate. Regarding fixed costs, there will be three situations: 

- if the variable cost margin is equal to the fixed costs, then the profit will be zero; 
Fixed costs = Variable cost margin 

- if the variable cost margin is lower than the fixed costs, then it fully covers the fixed costs 
and generates a profit, and 
Fixed costs < Variable cost margin 

- if the variable cost margin is lower than the value of the fixed costs, then their excess over 
the variable cost margin is a loss. 
Fixed costs > Variable cost margin  
 
The aspect can be illustrated, on the considered model, as follows: 

Unit Name Values Shares 
Sales 384.000.000 lei 100,00 
Variable Costs: 256.000.000 lei 66,66 
Variable cost margin: 224.000.000 lei 33,34 
Fixed Costs: 112.000.000 lei  
Operating profit: 112.000.000 lei  

 
Variable costs hold 66.66% of total sales, and the difference of 33.34% represents the rate of 

variable cost margin. The break-even point in value is determined as follows: 
Operating profit = sales - variable costs - fixed costs 
0 = sales - (variable cost rate x sales) - fixed costs 
0 = sales x (1 - variable cost rate) - fixed costs 
0 = sales x (1 - 0.6667) - 112,000,000 lei 
sales x 0.3333 = 112,000,000 lei 
sales = 192,000,000 lei 

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

1026



Applying the method of the variable cost margin to the relation of determining the profitability 
threshold in physical expression, in order to obtain the value expression, the first relation with the 
selling price is multiplied, as follows: 

Q x price = price x [fixed costs: (price - variable unit cost) 
Sales value = fixed cost x [(price: price - variable cost)] 
Sales value = fixed cost x (price: unit margin of variable costs) 
Sales value = fixed cost: variable cost margin rate 
 
If we report the fixed cost of 112,000,000 lei with the variable cost margin rate of 33.34%, the 

value of sales related to the break-even point of 192,000,000 lei results, identical to the result 
obtained by the previously applied method. 

Therefore, the value of sales required to reach a certain level of profit is obtained by adding to 
the fixed costs the desired profit. For example, in order to obtain a profit of 84,000,000 lei, the 
value of the necessary sales will be: 

Sales value = fixed costs + desired profit: variable cost margin rate 
Sales value = (112,000,000 + 84,000,000): 0.3333 
The value of sales = 588,058,806 lei 
 

7. Results 
 
The importance of this research lies in the fact that it helps us understand how the 

transformation of materials, raw materials, human resources, into products, works, services, 
practically generates consumptions that are nothing but costs. Therefore, at the level of an 
economic entity, cost is the essential element of the production and management process, it is the 
basis for optimal decisions at each level of the entity. Also, as a result of the study undertaken, the 
authors found that, in an economic entity, unit variable and fixed costs are rarely known with 
certainty. A change in one of these variables usually affects the others. The most common is the 
probability with which each level of the variable can appear in reality. Most decisions that affect 
the momentary aspect have major consequences on the indicators that characterize longer periods 
of time.   

Therefore, the general objective of the decision-making process of an economic entity is to 
select the alternative that leads in the long run to obtaining and sustaining sustainable competitive 
advantages. Thus, an efficient process should lead not only to immediate effects targeted by 
management, but to sustain and create the conditions conducive to the achievement of strategic 
objectives and the purpose of economic entity. The general objective of the decision-making 
process is to select the alternative that leads in the long run to obtaining and sustaining sustainable 
competitive advantages. In these circumstances, decisions must support the overall objective even 
if the immediate effects of the decisions are small or have a short-term perspective. 

 
8. Conclusions 

 
In the current context of economic development, in the decision-making process, it is relevant to 

achieve an overview of the use of cost information. Regardless of the field of activity, making a 
well-founded decision influences the activity of the economic entity. Decentralization of decision-
making can lead to increased management efficiency, as it eliminates distortions and delays in 
sending and receiving information in various departments within the economic entity. Long-term 
cost analysis involves studying the evolution of costs over a one-year period, in which all factors of 
production are variable, and short-term cost analysis involves taking into account certain factors of 
production. 

Thus, the general objective of the decision-making process of an economic entity is to select the 
alternative that leads in the long run to obtaining and sustaining sustainable competitive 
advantages. In these circumstances, decisions must support the overall objective even if the 
immediate effects of the decisions are small or have a short-term perspective. Therefore, an 
effective process should lead not only to the immediate effects targeted by management, but also to 
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sustain and create the conditions conducive to the achievement of strategic objectives and the 
purpose of economic entity. 
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Abstract 
 

The present paper analyzes the potential of crowdfunding as an alternative source for financing 
the economy, but also the limitations of the process and the current gaps. Structured as a practical 
guide in the field, the study offers examples of crowdfunding platforms, systemizing the theoretical 
background of the concept in accordance with the Romanian context. Community financing is still 
poor understood by the Romanian public, the analysis focusing on a consistent literature review 
that reach the mechanism and the main typology of the crowdfunding platforms, defining the 
concept and exploring its novelty. Legal regulations and technological development are also 
considered in the frame of the Industry 4.0, revealing the advantages of using the Fintech tools for 
both investors and entrepreneurs. Due to the distributed risks, the crowdfunding platforms make 
easier the investment effort, while still protecting the rights of the capital-seeking. The next step of 
this evolutionary process is the integration of the blockchain technology in the crowdfunding 
system, adding substantial features as: anonymity, decentralization and transparency.  

 
Key words: blockchain, crowdfunding, Industry 4.0, finance 
J.E.L. classification: D26, E22, M13 

 
1. Introduction 
 

The present paper is devoted to the crowdfunding concept, as a popular alternative of financing 
for enterprises through community, exploring its development in the Romanian context. Even if 
crowdfunding is often used internationally, in Romania it represents a new phenomenon which is 
still characterized by a not-for-profit project-based approach rather than a business approach. 
Starting from the idea that crowdfunding is at its very beginning in Romania, the aim of the paper 
is to find answers to several research questions related to this unique method of fundraising: (1) 
Are the entrepreneurial initiatives encouraged or the not-for-profit projects prevailed? (2) What 
types of campaigns are reaching the proposed target in the Romanian crowdfunding framework and 
what is the key-factor that define their success?  (3) What is the role of the intermediary platforms 
in the crowdfunding process and how ensure them information transparency? 

In order to provide answers to these research questions we have identified several crowdfunding 
platforms that activate in Romania, choosing three main platforms with large number of projects 
submitted. Then, we have match the theoretical background with the particularities of the practical 
crowdfunding approach in Romania, identifying the rules of the third-party platforms and 
comparing the services offered in order to highlight the quality of the crowdfunding platforms in 
Romania and the relationship between the crowdfunding policies of the dedicated websites and the 
success of the campaigns.   
 
2. Theoretical background 
 

Crowdfunding can be defined, in simple terms, as a way to raise funds for a project from the 
“crowd”, without the direct involvement of a traditional financial institution. Instead, the whole 
process is organized through a crowdfunding platform that unifies the needs of both project 
managers and investors. Thomas Erickson defines crowdfunding as “the use of the perceptual and 
cognitive abilities of a large group of individuals to solve a problem” (2010, p. 2), while 
Belleflamme et al. noticed that “crowdfunding involves an open call, mostly through the Internet, 
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for the provision of financial resources either in the form of donation or in exchange for the future 
product or some form of reward to support initiatives for specific purposes” (2013, p. 4)  In the 
same extent, Ethan Mollick insist on the idea that “crowdfunding refers to the efforts by 
entrepreneurial individuals and groups - cultural, social, and for-profit - to fund their ventures by 
drawing on relatively small contributions from a relatively large number of individuals using the 
internet, without standard financial intermediaries” (2014, p. 2). 

Crowdfunding is an accessible alternative for the bank’s loans, mainly for the small companies, 
but also a way to promote the business activity or to raise the interest for the company in its early 
stage of development. Some entrepreneurs use crowdfunding for marketing purposes, in an attempt 
to validate their business ideas, offering valuable information to investors in the initial phase of 
creation. Golić, Z. concluded in her research study that “crowdfunding is a kind of innovation that 
is an outgrowth of social media, and is respected by all three participating parties - entrepreneurs, 
investors and intermediaries” (2014, p. 42). 

Through the crowdfunding platform, which has the role of a third-party, the project manager can 
reach the right public in short amount of time. Even if the platform intermediates the process 
indirectly, its contribution to the crowdfunding mechanism is essential, facilitating the relationship 
by adding key-features to it: secure, riskless and cheap. On the one hand, the platform has the 
possibility to close down some doubtful projects, being the trusted third-party on a multi-sided 
market. On the other hand, the fraud issues are constant in the online crowdfunding, due to the 
regulation gap and the limited legal responsibilities of the initiator: delay in delivering the products 
or rewards (in some cases the promised project is never delivered), communication problems or 
lack of transparence in reporting. From this point of view, the main advantages in the 
crowdfunding process are for the capital-seeking, while the capital-giving can be protected through 
the services provided by the intermediary, which can avoid some asymmetries. In this sense, some 
platforms transfer the money when a particular goal is reached, otherwise the money is returned to 
the contributors. Unfortunately, the regulatory system is still unclear in Romania, the legal 
framework for the activity of the crowdfunding platforms being influenced by the different 
positions of the authorities that block the legislative initiative since 2015.  

In fact, the online crowdfunding platforms create an information bridge between two types of 
agents (capital-seeking and capital-giving), reducing in the same time the transaction and 
monitoring costs. The typology of the crowdfunding platforms depends on the services provided: 
(1) the funds raised are delivered to the project managers when the campaigns are completed; (2) 
fundraisers pay some fees to the crowdfunding platform for the transactions; (3) charges must be 
supported in order to sustain the activity of the platform. In a model that is more related to the 
bank’s pattern, the financial support involves some kind of payments at maturity or interest rates, 
while other models are more similar to the investment security or are based on a separate account 
principle. One of the most secure models is the guarantee model, which offers more power and 
responsibility to the platform in order to reduce the risks. Depending on the responsibility features, 
there are three basic models of crowdfunding platforms: (1) low responsibility model, (2) medium 
responsibility model and (3) high responsibility model.   
 
3. Research methodology 
 

The research methodology is based on the case study method, which was used to investigate the 
crowdfunding process in Romania in terms of how and why, focusing on an in‐depth qualitative 
analysis based on three crowdfunding platforms: Startarium, SeedBlink and Good Causes Award. 
The cases were selected to represent various crowdfunding mechanisms in terms of risk/return for 
the capital-giving and the type of payoff associated to the financing. We have considered the 
existing literature on crowdfunding in order to provide a clear insight in the mechanism, testing the 
idea of replacing the crowdfunding platforms with the blockchain technology through the smart 
contracts tool. We have focused on presenting three major crowdfunding platforms in Romania and 
some of the projects entirely financed through the platforms in order to provide some guidance for 
project registrations. The activity of the mentioned platforms is quite intense, despite the novelty of 
the phenomenon in Romania, while their portfolios suggest that they have passed the adolescence 
stage. 
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4. Results  
 

The services provided by the crowdfunding platforms will be outlined in this section, including 
a brief explanation of the crowdfunding mechanism according to the Figure 1. First of all, the 
platform represents an interface between two types of agents: the capital-seekers and the investors. 
The platform creates a bridge of information in this multi-sided market, assuming the role of 
matchmaking between the capital need and the capital offer. In order to complete this task, the 
platform activate “the crowd”, offering a possible pool of investors for the accepted business ideas, 
changing the subjects on the financial industry from the most powerful investors to the consumer 
market, with significant lower capital availability, but willingness to face the risks. The platform 
validates the obligations of each party through standardized digital contracts, but also associates 
risk-scores to the capital-seeking agents in order to protect the investors.  
 

Figure no. 1. The crowdfunding mechanism 

 
Source: author interpretation 
 
The crowdfunding platforms are based on an authentication system, the data being securely 

stored in a trustworthy environment. In order to allow rapid movements of capital, the 
crowdfunding platforms usually integrate payment activities or banking services and have user 
friendly interfaces, suitable to maintain constant communication between parties. The main 
advantages of the crowdfunding platforms are: visibility, better financing conditions or market 
research opportunities. First of all, companies can improve their positions through the level of 
awareness that can be reached and their public exposure on the market, extending the network at 
possible collaborators (not only possible clients). There is also a variable financing structure, both 
funders and fundraisers being involved in a profitable investment scheme. Moreover, market 
research is another reason to use crowdfunding, due to the large potential to validate the business 
idea and to develop the new product/service according to the consumer needs.  

In this context, we cannot neglect the crowdfunding related disadvantages which can be 
materialized in various risks, mainly for the investors. On the one hand, there is obvious 
information asymmetry in the crowdfunding process, the investing decision depending on the level 
of transparency in the project description, the entrepreneur capability in producing the promised 
products and the consequences of “hidden information”. Another critical point is known as the 
“Moral Hazard” (Strausz, 2017), which appears after the funds are raised and is based on the moral 
value of the capital-seeking to keep unchanged the business idea and the implementation diagram. 
A common issue in the crowdfunding mechanism is the existence of divergent interests between 
funders and fundraisers, due to the miscommunication problems, but also the risk that someone else 
copy the business idea. Unfortunately, there is not a secondary market for investors to prevent these 
situations, the capital-giving remaining blocked in an investment that is no more in line with its 
concerns.   

According to the European Commission (2019), small and medium enterprises represent 
approx. 99% of total businesses in the European Union, being the most important source of new 
employment. One of the key problems identified in the SMEs operational activity is the limited 
access to the financial resources (Rakićević et al. 2013, p. 33). Romania performs well above the 
EU average for SMEs productivity, while the value added raised in the period 2014-2018 by 
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43,1%. The highest increase was generated by micro-firms, while the manufacturing sector 
generated more than 19% of the total SME value added in Romania (2018). According to the 
figures provided by CNIPMMR (2019), more than 65% of the Romanian SMEs use self-financing 
as the main source of funding, followed by bank credits (25,88%), supplier credits (24,93%) and 
grant funds (16,85%). In this context, crowdfunding is a suitable financing method for SMEs, 
startups or NGOs, which can test the business idea and raise the money in a secure environment.  

Startarium is a project of Impact Hub and ING Bank that facilitates the business launch and 
development, including a special area where the entrepreneurs are in touch with mentors and 
possible investors, networking, pitching, online courses, mentoring and other business tools. The 
launch of the project was doubled by an event of great significance, Startarium Pitch Day (2016), 
with total awards of 100.000 EUR for startups with more than one-year experience and less than 
three years. Another project developed by Startarium was launched in august 2019 under the title 
Startarium Crowdfunding Makeathon, putting together business consultants, mentors, experts and 
media specialists in order to sustain the entrepreneurs, even if they have not started their businesses 
yet. Startarium – The City of Entrepreneurs is much more than a crowdfunding platform, being 
based on three main pillars: learn, test and finance.   

The platform provides several services: no intermediary fees and 2% for the payment agent, 
access to a large community of entrepreneurs, investors, innovators and members, free mentorship 
and marketing consultancy, special campaigns regularly organized. One of these campaigns was 
Startarium Crowdfunding Makeathon, accessible to entrepreneurs which can register their projects 
and prepare the campaigns by using the tools provided by the platform in a guided activity during 
one month. The final phase of the project campaigns is the launching day, which corresponds to 
Startarium PitchDay, when ten initiatives are presented to the public: details about the business, 
prototype of the product, business model, strategies and the reward structure.  

Over 2.000 people have already supported campaigns on Startarium, being rewarded with some 
material privileges: the first access to the product, access to the limited series created especially for 
supporters or discounts available only in crowdfunding.  Since the launch of the Startarium 
platform, 53 campaigns have already been carried out through the crowdfunding section, of which 
25 campaigns have attracted a total funding of EUR 148.368 from investors, along with the 
financial support offered by the Startarium platform for promotion. The largest amount raised by a 
single project was over EUR 30.000 and the record time in which a campaign was financed was 
only 3 days.  
 

Figure no. 2. Projects funded through Startarium  

 
Source: processed based on data released by https://www.startarium.ro/crowdfunding/sustine  

 
According to the Figure 2, the project entitled MATER – The Materials Library was sustained 

by the largest number of supporters (211 people), while Impact Hub raised the largest amount 
(EUR 30.750). In fact, the last-mentioned project has doubled the required amount (EUR 15.000), 
being successfully financed (205%), while the first one has attracted the public support and also 
exceeded the amount initially requested (125% financed – EUR 18.722). MATER – The Materials 
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Library is an extensive and constantly renewed collection of samples of materials dedicated to 
professionals working with materials: architects, interior designers, product clothing and jewelry 
designers, illustrators, visual artists, etc. The rewards offered by MATER were: co-founder MATER 
(EUR 1.000), MATER subscription for companies (EUR 8.000, EUR 450 or 250 EUR, depending 
on the number of employees and other benefices), co-working subscription for 6 months (EUR 
500), access to the MATER conference room for one day (EUR 400), EARLY BIRD subscription 
(EUR 60), design objects made of special materials (EUR 30 and EUR 35), invitation at the 
launching party (EUR 10) or a postcard signed by the whole team (EUR 5). The rewards offered by 
Impact Hub (from EUR 60 to EUR 3750) refers to subscription discounts (Hub Connect, Hub 
Casual, Hub Regular, Hub Resident) or discounts for the pack (logistics, space and catering) for 
events (Event Pack). 

The platform functions under the fixed funding principle, according to which the project must 
be 100% funded, otherwise the money is returned to the investors. According to the activity field of 
the business, most of the initiatives registered are from the design area and this is the reason why 
the same field has the highest percentage of funded campaigns (Figure 3). The second place for 
registered projects is occupied by the fashion industry, followed by education, while the top funded 
fields are: design (12 campaigns), education and technology (3 campaigns/field).   
 

Figure no. 3. Projects funded through Startarium by activity field 

 
Source: processed based on data released by https://www.startarium.ro/crowdfunding/sustine  

 
SeedBlink was launched in 2019, being the first equity crowdfundig platform in Romania 

through which everyone can invest only EUR 2.500 to support the startups they appreciate. This is 
the reason why the campaigns submitted to the platform have attracted a total funding of EUR 
1.732.565 from investors, much more than Startarium. The platform filters the companies and the 
investor decide the project he wants to finance. If the business is doing well, the investor can have 
an income, otherwise he can lose the money. The process is very risky and there is no secondary 
market, because the startups from SeedBlink are at the very beginning and the outputs depends on 
various factors. The platform makes agreements with the startups in order to keep the process 
transparent, assuring the investors that they will be regularly informed about the financial situation 
of the companies. The startups selection is based on four basic principles relating to the founders 
and the implementation team, testing the assumptions, growing the number of clients and the 
business assessment. 

According to the Figure 4, the total funding raised by the founders in the period 2011-2020 has 
exceeded the required value, suggesting a high interest for investments, even in an uncertain 
context. At present, the only campaign which is open is Kinderpedia, with EUR 422.500 raised of 
EUR 400.000 needed and 60 confirmed investors. The project is based on the cooperation family-
school-community in the EdTech context by optimizing the administrative activities and 
strengthening the performance in schools. The largest amount was raised by Ringhel, which is 
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developing PROCESIO, a technology that helps companies to grow by reducing the costs and 
adjusting to the market conditions. The main target of Ringhel is to become an unicorn by 2027, 
developing a platform as a service designed for non-technical people. 

 
Figure no. 4. Projects funded through SeedBlink  

 
Source: processed based on data released by https://investors.seedblink.com/  

 
While Startarium and Seedblink are more focused on entrepreneurial initiatives, there are also 

other platforms focused on social causes, donations and social entrepreneurship. Bursa Binelui - 
Good Causes Award is a crowdfunding platform developed by BCR in cooperation with EuPlatesc, 
bringing together both organizations and community in order to support the NGO sector by 
encouraging donors to participate with small amount without any fee. The figures available on the 
website at July 2020 suggest a high number of initiatives registered on the platform: 88 active 
projects and 709 closed projects. The total amount for the founded projects was LEI 2.336.825 
(EUR 482.545), while 158 of the closed projects remained unfunded (22.28%).  

 
Figure no. 5. Good Causes Award – the amount raised by the closed projects 

 
Source: processed based on data released by https://www.bursabinelui.ro/  
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According to the Figure 5, most of the initiatives have raised between EUR 10 and EUR 100, 
while only 11 projects have raised more than EUR 10.000. Approx. 36,67% of the closed projects 
have raised between EUR 100 and EUR 1.000, 8.88% of them have attracted funds between EUR 
1.000 and EUR 5.000 and only 8 projects (11,12%) have collected amounts between EUR 5.000 
and EUR 10.000. Only 14 projects have exceeded the total amount required, the largest amount 
being raised by the initiative entiled Joy in the Real World. The main objective of the project was 
to improve the quality of life of those for whom every day is a struggle for survival by providing 
food, clothing, hygiene products, firewood, etc. and to support the education field for 
disadvantaged children.  

The future of crowdfunding is related to the blockchain technology that has the power to 
improve the services offered by the platforms by adding significant features like safety, 
transparency and efficiency. Through the use of smart contracts, the campaigns can be executed 
during a fixed period of time, if a goal is reached, otherwise the money will be returned to the 
investors. Thus, the use of the blockchain technology increase the investor’s confidentiality and 
eliminates the need of a third-party authority due to the implementation of the smart contracts, 
which are automatically executed when the required conditions are met. Blockchain has a 
decentralized structure, where every node ensures the integrity of data. According to this principle, 
blockchain is based on a consensus algorithm, which means that all the nodes of the system have a 
copy of the blockchain that cannot be altered and a block can be added to the chain only through 
the mining process. Blockchain has the power to completely change the digital infrastructure 
technology in a new architecture with various opportunities, that can be an anchor to cross the line 
of traditional financing in Romania.  
  
5. Conclusions 
 

The crowdfunding revolution is still fragmented in the Romanian context, with few specialized 
platforms that have the potential to disrupt the traditional financing mechanisms in different ways. 
First of all, crowdfunding can be a significant alternative for financing the SME sector, 
representing a financial innovation that can replace the bank’s loans in the near future. At present, 
it is still a limited approach that needs guidance for both capital-seeking and investors, revealing a 
new kind of intermediation which takes the shape of an open call. The results of this paper suggest 
an alignement of the Romanian crowdfunding platforms with the typology identified by 
Belleflamme et al. (2015): 
(1) investment-based crowdfunding and (2) reward/donation-based crowdfunding. The Romanian 
crowdfunding framework is more connected to the second category, the founders exploring this 
opportunity in a restrained manner. They reach their goal mainly by following the platforms 
guidelines in terms of project structure, sometimes using the mentorship programs, sustaining the 
idea through dedicated promotion efforts. Even if the not-for-profit projects prevailed in the 
Romanian ecosystem, the entrepreneurial initiatives are also encouraged by a few number of 
crowdfunding platforms that assist the founder in the submission process. 

The results suggest that both project quality and personal networks can be associated with the 
success of a campaign, while the services offered by the crowdfunding platforms increase trust 
from sophisticated investors, much related to the financial and entrepreneurial fields. In order to 
reach the right goal, the campaings must be structured in accordance with the requirements of the 
platforms, offering sufficient information in all stages of implementation, proposing a veritable 
entrepreneurial idea that can attract investors through the reward system. Regarding the charitable 
actions, there are more efficient the campaings that refer to large groups of disadvantaged people, 
rather than a particular case, whereas for the entrepreneurial initiatives the success is related to the 
viability of the business idea and the reporting transparency through the crowdfunding platform.  

In Romania, the results suggest that the funding success is strongly related to the services 
provided by the crowdfunding platforms, being improved by the validity-test of the projects. Once 
the ideas pass the first step and they are refined through the platform’s tools, they have more 
chances to reach the target. Instead, the social causes can be best associated with the „crowd”, in its 
primary sense, defined as people from non-financial sectors who invest in the registered projects 
without waiting any kind of rewards. These projects are rarely entirely funded, due to the reduced 
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power of the donors, the multitude of the submitted campaigns and the poor influence of the 
crowdfunding platform to enhance the ideas.   
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Abstract 
 

 Empirical review of literature on banks’ profitability suggests many determinants of banking 
profitability (measured through ROA Return on Assets and Return on Equity ROE, the main 
popular indicators of bank performance), from which we focus on GDP growth, Inflation, 
Loans/deposits ratio and Bank capital/total assets ratio. This paper intends to find if there is any 
significant relationship between ROA or ROE and these mentioned independent variables. We use 
Ordinary Least Squares OLS method with robust standard errors, consistent with panel-specific 
autocorrelation and heteroskedasticity. Our study is based on a panel database including 13 
European Union countries over the period of 18 years ranging from 2000 to 2017. The empirical 
results reveal that there is a positive and a significant relationship between ROA or ROE and GDP 
growth, while the rest of the independent variables have a lesser influence on ROA or ROE. 

 
Key words: ROA, ROE, Banking profitability, European Union  
J.E.L. classification: C23, G21, F62  

 
 

1. Introduction 
 

There are some reasons why the banks’ profitability became a major subject in the last few 
years in the context of the manifestations of the 2008 international financial crisis, which affected 
many banking systems. The crisis has catalysed an unprecedent phenomenon of worsening of the 
loans quality and the non-performing loans grew exponentially during the crisis. The required 
adequate level of banking capitalization (imposed by the Basel III Agreement and subsequently by 
the European Directives and national legislations) affects the banks’ capacity to sustain increased 
volumes of credits that traditionally generate profit. Significant gaps between national economic 
conditions were exacerbated in the last years and the dependency of the banking systems on the 
macroeconomic drivers is welknown. In this paper, we search for concrete evidence of such banks’ 
behaviour, in order to find if macroeconomic conditions (GDP growth and inflation) influence a 
banks’ profitability. Also, we have added in the research, the internal banking determinants, that 
can characterise capital adequacy and lending features of the banks (Loans/deposits ratio and Bank 
capital/total assets ratio).      

Weak profitability has persisted in the European Union countries, in the last few years. The 
notable differences in profitability of the different countries exist and they can be explained by 
cyclical factors and specificity of each banking system or bank. Some of the banks have internal 
weaknesses in internal control and corporate governance or in their business model and these 
particularities generate diferencies in terms of profitability between countries.  

The following figures capture the profitability of banking systems from the 13 European Union 
countries, between 2000 and 2017 and show an unequal evolution of banks’ profitability.  
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Figure no. 1. ROA for European Union countries (panel), 2000-2017  

 
Source: Authors’ calculations  

 
     In terms of ROA, surprising is the fact that in several countries (Czech Republic, Croatia, 
Poland and Slovak Republic) the 2008 financial crisis did not deteriorate their profitability and 
these banking systems have presented a linear evolution, without major oscillations that lead to a 
negative level of profitability. Unlike these states, the amplitude of the negative levels of 
profitability was significantly higher in Estonia, Latvia and Lithuania 2008-2010, Cyprus 2010-
2012, Slovenia 2012-2014 and Bulgaria 2013-2015. Hungary and Romania had the atypical 
evolution and their banks’ profitability decreased moderately starting to the year 2008 (year of 
debut of the financial crisis) and stayed in the negative territory until the year 2015, since then they 
have started to slowly recover. 
 

Figure no. 2. ROE for European Union countries (panel), 2000-2017 

 
Source: Authors’ calculations 

 
In terms of ROE, the banking profitability in the analysed countries has been slowly recovering 

after the 2008 financial crisis. After reaching the lowest values and results (Cyprus 2010-2012, 
Estonia, Latvia and Lithuania 2008-2010, Slovenia 2012-2014), ROE remained positive and 
recorded improvements in all other studied countries. Poland exhibited an atypical behavior, which 
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presents a short period of the profitability decreasing in the first part of the 2000s, when the 
banking system has recorded negative results, but after this period, the banks’ profitability 
remained relatively stable. 

The paper have the following structure: part 2 presents the literature review, part 3 contains the 
methodological aspects and data analysis, part 4 describes the findings and part 5 presents the 
conclusions.  
 
2. Literature review 

 
Our study is in line to previous research of Capraru and Ihnatov (Capraru and Ihnatov, 2014, pp. 

587-591), who have used ROE/ROA as proxy for banks profitability and they have obtained 
statistical influences of macroeconomic factors (inflation and economic growth) on ROA and ROE. 
They have studied banks’ profitability in five selected CEE countries (Romania, Hungary, Poland, 
Czech Republic and Bulgaria) for 143 commercial banks from 2004 to 2011 and they have studied 
some internal or external bank factors as independent variables (bank size, capital adequacy, credit 
risk, management efficiency, liquidity risk, market concentration). These independent variables 
have been studied by the authors in other papers (Petria et. al., 2015, pp. 518-524) in European 
Union 27 countries over the period 2004-2011 and the results reveal that the GDP growth has a 
positive effect on bank profitability, while the inflation seems not to influence the performance.  

Previous research studied the banks’ profitability in South Africa over the period 2006 to 2015 
through generalised methods of Moments (GMM) and panel Two-Stage Least Squares (2SLS) or 
Pooled IV method as the estimation techniques (Nyoka, 2019, pp. 99-116). The author obtained 
evidence of a positive relationship between bank capital and profitability (between capital to assets 
ratio, return on equity ROE and return on assets ROA). Recent studies examined the predictors of 
ROA and ROE for banks listed on Vietnamese stock market, using a basic OLS regression model, 
which computed among others variables GDP growth as proxy (Pointer and Khoi, 2019, pp. 185-
198). The results show none of macroeconomic variables (including GDP) were predictors of either 
ROA or ROE.   

Different countries have been studied from a bank’s profitability point of view. The 
microeconomic factors (size, capital, loan, deposits) and the external factors (GDP, inflation and 
stock market capitalization) have a significant impact on the profitability of the banks in Pakistan 
between 2005 and 2009 (Gul et al, 2011, pp. 61-87). In Central and Eastern Europe between 1993 
and 2003 greenfield banks have performed better in terms of ROA than domestic and takeover   
(Havrylchyk and Jurzyk, 2011, pp. 443-472). The authors have been studied the independent 
variables regarding the macroeconomic conditions (GDP growth, inflation, real interest rate and 
change in real effective exchange rate).  

  Various factors affect bank profitability and a large set of empirical studies has analysed the 
determinants of bank profitability, that can be allocated specially into some categories regarding 
the macroeconomic factors or banking specific factors.  
   
3. Research methodology 
 

Our study presents an empirical analysis on some determinants of 13 European Union countries 
banks’ profitability, focusing on relationship between ROE (Bank return on equity - %, before tax) 
and GDP growth (annual %), Inflation, consumer prices (annual %) and Loans to deposits (%). 
Also, we study profitability measured by ROA (Bank return on assets %, before tax) and few 
potential influencing factors: GDP growth (annual %), Inflation, consumer prices (annual %), 
Loans to deposits (%) and Bank capital to total assets (%).  

The empirical analysis is based on a panel that contains 13 European Union countries: Bulgaria, 
Croatia, Cyprus, Czech Republic, Estonia, Hungary, Latvia, Lithuania, Malta, Poland, Romania, 
Slovak Republic and Slovenia. These countries are analysed between 2000 and 2017, based on data 
available at the World Bank database. ROA and ROE capture data calculated from underlying 
bank-by-bank unconsolidated data from Bankscope. 
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The regressors of the model, the explanatory variables used in our analysis are:   
- GDP growth (annual %) [estimated effect: +]. This rate reflected the annual growth rate of 

GDP, in percentage. GDP is the sum of gross value added by all resident producers in the economy 
plus any product taxes and minus any subsidies not included in the value of the products. It is 
calculated without making deductions for depreciation of fabricated assets or for depletion and 
degradation of natural resources. 

- Inflation, consumer prices (annual %) [estimated effect: +]. Inflation as measured by the 
consumer price index reflects the annual percentage change in the cost to the average consumer of 
acquiring a basket of goods and services that may be fixed or changed at specified intervals, such 
as yearly. The Laspeyres formula is generally used. 

- Loan_deposits represents the bank credit to bank deposits (%) [estimated effect: -].  
- Capital_assets represents the bank capital to total assets (%) [estimated effect: +]. The 

indicator is calculated as total assets devided by bank capital and reserves.  
Note that due to differences in national accounting, taxation, and supervisory regimes, these 

data are not strictly comparable across countries. 
These indicators were determined using annual data extracted from the World Bank databases. 

 
Table no. 1 Descriptive statistics for ROE model  

 ROE GDP_growth Inflation Loans_deposits 
N - observations 234 234 234 230 
Mean 11.34549 3.313966 3.54963 103.8453 
Std. Dev. 16.30376 3.961991 4.735478 34.62069 
Min -112.194 -14.81416 -2.096998 36.9543 
Max 41.1201 11.8881 45.6666 257.322 

Source: Authors’ calculations 
 

Table no. 2 Descriptive statistics for ROA model 
 ROA GDP_growth Inflation Loans_deposits Capital_assets 
N - observations 234 234 234 230 195 
Mean 1.144684 3.313966 3.54963 103.8453 9.200826 
Std. Dev. 1.600079 3.961991 4.735478 34.62069 2.263662 
Min -9.98453 -14.81416 -2.096998 36.9543 4.6 
Max 4.69987 11.8881 45.6666 257.322 15.3 

Source: Authors’ calculations 
 
 The first step in methodology was to check the stationarity of the variables in the Panel 
Regression Model with Fisher Test. The estimates are run through OLS panel data method with 
robust standard errors, consistent with panel-specific autocorrelation and heteroskedasticity. The 
impact of independent variables on ROE Return on equity or ROA Return on assets is examined on 
the annual basis through the following baseline models specification. 
 
ROE model 
 
 ROE = β0 + β1×GDP_growthi,t + β2×Inflationi,t + β3×Loans_depositsi,t+ εi,t 

  (1) 

ROA model 
 
 ROA = β0+ β1×GDP_growthi,t + β2×Inflationi,t + β3×Loans_depositsi,t+ 

β4×Capital_assetsi,t+ εi,t 
  

(2) 

 
where GDP_growthi,t is GDP growth (annual %), Inflationi,t denotes consumer prices (annual 

%), Loan_depositsi,t represents the bank credit to bank deposits (%), and Capital_assetsi,t 
represents the bank capital to total assets (for country i in year t). εij,t is an iid error term specific to 
country i in year t.  
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We have performed the regression based on the variables which were included into the model 
and we have examined the results. In the ROE model, the sample is comprised of 230 observations 
and the expanatory index of the model, which consists in the R-squared, is at the medium level of 
26,97%. The independent variables explains 26,97% of the variation of ROE.     
 
     Table no. 3 Empirical results for ROE model 
 

Number of obs = 230 
F (3,226) = 10.15 
Prob > F = 0.0000 
R-squared = 0.2697 
Root MSE = 13.079 

 
ROE Coef. Robust 

Std. Err. 
t P > | t | [95% Conf. Interval] 

GDP_growth 1.872256 0.3894322 4.81 0.000 1.104873 2.639638 
Inflation 0.4349585 0.1639997 2.65 0.009 0.1117945 0.7581225 
Loans_deposits -0.0583938 0.0249947 -2.34 0.020 -0.1076462 -0.0091414 

_cons 10.00094 2.502334 4.00 0.000 5.070054 14.93184 
Source: Authors’ calculations 

 
    In the ROA model, the sample is comprised of 191 observations and the expanatory index of the 
model, which consists in the R-squared, is at the medium level of 30,15%. The independent 
variables explains 30,15% of the variation of ROE.     
 

Table no. 4 Empirical results for ROA model 
Number of obs = 191 
F (4,186) = 7.76 
Prob > F = 0.0000 
R-squared = 0.3015 
Root MSE = 1.1217 

 
ROE Coef. Robust 

Std. Err. 
t P > | t | [95% Conf. Interval] 

GDP_growth 0.1491147 0.0337115 4.42 0.000 0.0826086 0.2156208 
Inflation 0.1132742 0.0274375 4.13 0.000 0.0591455 0.1674029 
Loans_deposits -0.0062575 0.0022025 -2.84 0.005 -0.0106026 -0.0019125 
Capital_assets 0.0914541 0.0370667 2.47 0.015 0.0183289 0.1645794 

_cons 0.1967393 0.4406902 0.45 0.656 -0.6726545 1.066133 
Source: Authors’ calculations 

 
        Tables no. 5 and 6 present the correlation matrix for the variables. There aren’t correlations 
bigger than 0.5 between regressors and all variables used. 
 

Table no. 5 Correlation matrix ROE model 
 ROE GDP_growth Inflation Loans_deposits 

ROE 1 
   GDP_growth 0.4817 1 

  Inflation 0.1943 0.1077 1 
 Loans_deposits -0.2138 -0.1581 -0.0757 1 

Source: Authors’ calculations 
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Table no. 6 Correlation matrix ROA model 
 ROE GDP_growth Inflation Loans_deposits Capital_assets 

ROE 1 
   

 
GDP_growth 0.4673 1 

  
 

Inflation 0.2535 0.1375 1 
 

 
Loans_deposits -0.1663 -0.1289 0.1894 1  
Capital_assets 0.0856 -0.0617 -0.1432 0.0570 1 

Source: Authors’ calculations 
 
All variables used in our paper were stationary.  

Table no. 7 Fisher-ADF unit root tests – ROE model 
Fisher-ADF unit root tests 

 Inv. chi-
squared 

Inv.N Inv.L M.Inv chi-
squared 

ROE 109.9035  
[0.000] 

-7.7603 
[0.000] 

-8.4213 
[0.000] 

11.6353 
[0.000] 

GDP_growth 123.8182        
[0.000] 

-8.4324 
[0.000] 

-9.4964 
[0.000] 

13.5649 
[0.000] 

Inflation 
 

123.9812        
[0.000] 

 -8.2506 
[0.000] 

-9.4850 
[0.000] 

13.5875 
[0.000] 

Loans_deposits 65.6676        
[0.000] 

-4.5081        
[0.000] 

-4.6588 
[0.000] 

5.5009 
[0.000] 

Source: Authors’ calculations 
 

Table no. 8 Fisher-ADF unit root tests – ROA model 
Fisher-ADF unit root tests 

 Inv. chi-
squared 

Inv.N Inv.L M.Inv chi-
squared 

ROA 107.6569  
[0.000] 

-7.6502 
[0.000] 

-8.2490 
[0.000] 

11.3238 
[0.000] 

GDP_growth 123.8182        
[0.000] 

-8.4324 
[0.000] 

-9.4964 
[0.000] 

13.5649 
[0.000] 

Inflation 
 

123.9812        
[0.000] 

 -8.2506 
[0.000] 

-9.4850 
[0.000] 

13.5875 
[0.000] 

Loans_deposits 65.6676        
[0.000] 

-4.5081        
[0.000] 

-4.6588 
[0.000] 

5.5009 
[0.000] 

Capital_assets 89.9586        
[0.000] 

-6.3493  
[0.000] 

-6.7670 
[0.000] 

8.8695 
[0.000] 

Source: Authors’ calculations 
 
Note: Fisher-ADF tests with drift, one lag and cross-sectional means removed. Its null hypothesis 
states that all panels contain unit roots, with the alternative that at least one panel is stationary. In 
table are reported the statistics and p-values for the following Fisher tests: inverse chi-squared, 
inverse normal, inverse logit and modified inverse chi-squared. 

 
4. Results 
 
 All the variables are significant at the 5% level in the regression (ROE and ROA models) with 
the expected sign. The determination coefficient shows that an important variation of banks’ 
profitability (measured by ROE and ROA) is explained by the analyzed variables.  
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Table no. 9 Determinants of ROE and ROA 
 (1) 
Variables ROE 
  
GDP_growth 1.872*** 
 (0.389) 
Inflation 0.435*** 
 (0.164) 
loan_deposits -0.0584** 
 (0.0250) 
Constant 10.00*** 
 (2.502) 
  
Observations 230 
R-squared 0.270 

Robust standard errors in parentheses 
*** p<0.01, ** p<0.05, * p<0.1 

 
 

 (1) 
VARIABLES ROA_b 
  
GDP_growth 0.149*** 
 (0.0337) 
Inflation 0.113*** 
 (0.0274) 
loan_deposits -0.00626*** 
 (0.00220) 
Capital_assets 0.0915** 
 (0.0371) 
Constant 0.197 
 (0.441) 
  
Observations 191 
R-squared 0.302 

Robust standard errors in parentheses 
*** p<0.01, ** p<0.05, * p<0.1 

Source: Authors’ calculations 
  
 The estimation results suggest that ROE and ROA is influenced not only by factors which were 
analyzed in these models and there are other variables that explain the variation of the dependent 
variables. 
 
5. Conclusions 
 
 The purpose of this paper is to quantify how macroeconomic variables (GDP growth and 
Inflation) and internal banking factors (Loans to deposits and Capital to assets) contribute to the 
banks’ profitability, measured by ROE Return on equity and ROA Return on assets. In order to 
present the correlation between these indicators we have used a panel, which present 13 European 
Union Countries (Bulgaria, Croatia, Cyprus, Czech Republic, Estonia, Hungary, Latvia, Lithuania, 
Malta, Poland, Romania, Slovak Republic and Slovenia) for a period of 18 years, respectively 
2000–2017. GDP growth and Inflation have a positive impact on ROE and ROA while Loans to 
assets are inversly correlated with ROE and ROA as expected. In the ROA model, Capital to assets 
has a positive impact on ROA, as expected.  
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Abstract 
 

Depreciation is an expense within an institution and represents a gradual recovery of an asset 
acquired with a useful life of more than one year and a minimum amount determined by 
government decisions. This article will address several situations of exit from the patrimony of the 
entities, economic assets and the way of recording in the accounting of the operations. This article 
also reflects on how to recover reusable materials following the dismantling of assets, as it is 
imperative that we take action to recover some of the reusable materials, make decisions that lead 
to savings and the efficiency of all efforts used in an entity. 

 
Key words: amortization, assets, depreciation, accounting records, recovery 
J.E.L. classification: A20, G28, M21, M28, M41  
 
 
1. Introduction 

 
Depreciation is an expense for the entity and a gradual recovery of investments made by an 

entity, investments made to obtain future income, to use them within the entity or to build 
infrastructure in territorial administrative units, ensuring a high standard of living within a 
community. 

The expense with the amortization related to the acquisitions, services, works, own production, 
including the modernizations to the existing ones by modifying the values and the technical and 
qualitative parameters is represented by the accounting and fiscal recovery. 

In the practice of economic agents, there are situations in which the accounting depreciation may 
differ from the fiscal depreciation. 

Depreciation of assets is regulated in the fiscal code, in the Government Decision, under the 
signature after the issuance of the Minister of Finance. 

Accounting borrowing can be different from fiscal depreciation, for the real reflection of 
economic assets we can create provisions. 

  Expenditures related to acquisition, production, construction, are depreciable, as well as 
investments made in existing assets, continuing the same method of depreciation. The investment 
in an existing asset is depreciated over the remaining unamortized period of the asset to which 
technical improvements have been made or to which the book value has increased. 

In order to obtain “comparative analyzes between countries or between economic regions, they 
are carried out on the basis of macroeconomic indicators determined by each country on the basis 
of a methodology established by the central statistical body. For a more precise characterization of 
the economic system, it is necessary to develop a unitary system of classifications and 
nomenclatures.” (Begu, 2009, p. 9) 

 
2. Theoretical background. Depreciated assets 

 
Within institutions, depreciation may be distributed in direct costs per product or in indirect 

costs to be distributed proportionally following laborious and well-documented calculations for 
works, goods, etc. In the depreciation expenses related to the indirect expenses, we enumerate: 
expenses related to the fixed assets used in the activity of administration, packaging, sales, 
transport and last but not least the expenses with customs duties. 
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“The general model for calculating costs and results is based on grouping and decomposing 
costs according to their destination or function.” (Dumitru and Ioanăș, 2005, p. 41) 

Depreciable fixed assets are those intangible and tangible assets that meet several cumulative 
conditions: 

a) fixed assets may be used in production, are used as equipment for the delivery of goods or 
services, in the execution of works, are owned by the entity to be rented to interested third parties 
or for administrative purposes; 

b) the fixed assets have a fiscal value equal to or higher than the limit established by 
Government decision, at this moment the classification as fixed assets is 2500 lei; 

c) the normal duration of use of the fixed assets must exceed one year. 
Depreciated fixed assets are considered investments made in fixed assets that are subject to 

leases, concessions, management location, joint-venture and depending on the contractual clauses, 
the investment made by the tenant is depreciated by the landlord, but may reduce the value of the 
rent if thus agreed. 

Fixed assets put into operation or those in progress, for which the commissioning registration 
forms have not been drawn up, as tangible fixed assets, they are recorded at the amount resulting 
from the sum of all personnel, material and equipment expenses. Services reflected in the C231 
accounting account, an account which must be divided into analytical accounts so that the level of 
expenditure and consumption which contributes to the resumption of fixed assets is known at all 
times. 

Depreciation includes investments made for the discovery for the recovery of useful mineral 
substances, as well as for the opening and preparation of underground and surface extraction; 
Investments made by public institutions, modernization investments made by public institutions for 
public property. 

We come with the specification in depreciation and we include investments for temporary 
buildings, barracks, necessary for the storage of other materials for a period in which an investment 
in constructions, landscaping, etc. takes place. 

The following fixed assets do not fall into the category of depreciable assets: 
- Land, including forests; 
- Lakes, ponds that are not the result of an investment made by an entity; 
- Any fixed asset that does not lose value over time. 
- Buildings from the state public patrimony and from the local public patrimony 
- fixed assets, other than state public patrimony and local public patrimony 
- Cultural heritage buildings, works of art. 
- Videos, audio, event recordings, theaters, movies, recorded shows. 
- Fixed assets owned and used for the organization and development of education in accordance 

with legal regulations in the field of national education 
If the incorporation expenses are recorded in the category, respectively in the accounting 

account C201, these values are recorded as intangible assets, they are recovered through 
depreciation expenses for a maximum period of 5 years. 

Asset depreciation is calculated both for economic agents, non-governmental organizations and 
for public institutions as follows: 

The depreciation period begins to be highlighted in the accounting starting with the month 
following the month in which the depreciable fixed asset put into operation, or in the case of works 
after the receipt and commissioning documents have been signed by the first site managers, the 
administrator of the entity, the persons who took them in management and the members of the 
commissions established according to the internal procedures of the respective entity.  

For investments made in existing fixed assets in order to improve the initial technical parameters 
and leading to future economic benefits, the tax depreciation on these investments is calculated 
based on the unamortized value, increased by the investments made, of the depreciation method 
used for the improved fixed asset, for the remaining normal life. If the investments are made in 
depreciable fixed assets for which the normal period of use has expired, the tax depreciation is 
determined on the basis of the depreciation method corresponding to the improved fixed asset, for 
the normal period of use established by an internal technical commission or technical expert.  
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For the landscaping, the investment is amortized is linear, for a maximum period of 10 years. 
Depreciation of mining constructions, the use of which is limited by reserves according to the 

analyzes carried out by technical experts, are calculated per unit of product, depending on the 
exploitable reserve of the useful mineral substance. 

“The depreciation regime for a depreciable fixed asset is determined according to the following 
rules: 

a) in the case of constructions, the linear depreciation method is applied; 
b) in the case of technological equipment, respectively of machines, tools and work installations, 

as well as for computers and their peripheral equipment, the entity may opt for the method of 
linear, degressive or accelerated depreciation; 

c) in the case of any other depreciable fixed asset, the taxpayer may opt for the straight-line or 
degressive depreciation method.” (Sintea (Anghel), 2019) 

In the case of the straight-line method, depreciation is determined by applying the constant rate 
to the value of the input asset. 

In the case of the degressive depreciation method, the depreciation is calculated by multiplying 
the quotas by linear depreciation by one of the following coefficients: 

a) 1.5, for depreciable fixed assets for the period between 2 and 5 years; 
b) 2.0, for depreciable fixed assets for the period between 6 and 10 years; 
c) 2.5, for depreciable fixed assets for a period longer than 10 years. 
The accelerated depreciation method consists in the amortization in the first year of operation, 

maximum 50% of the asset value, and in the following years the amortization is linear. The 
Ministry of Public Finance elaborates the norms regarding the classification and the normal 
duration of operation of the fixed assets, these being reflected in the Depreciation Catalog of the 
fixed assets. 

Within public institutions it is regulated and only linear depreciation is used. 
The fiscal depreciation is calculated starting with the month following the one in which it was 

reclassified in the category of fixed assets held for its own activity, by recalculating the fiscal 
depreciation rate. 
 
3. Results  

 
The registration of fixed assets in economic agents, non-governmental organizations and 

companies organized by the territorial administrative units or in which the territorial administrative 
administrations participate in the share capital of the companies, the accounting is the following: 

 
The expenses for setting up the entity are recorded 
 C 201   =    C404    
     
The purchase of a fixed asset from the fixed asset provider 
 C 212   =    C 404  
 
Depreciation of intangible assets  
 C 680   =  C 280 
 
Depreciation of property, plant and equipment 
C 681   =  C 281 
 
Sale of fixed assets 
C 461   = %  C 461 =  C 7588 
    C 7588 
     C 4427 
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Disposal of fixed assets that are not fully depreciated 
%    =   C 212     
C 281 
C 6588 
 
Disposal of fully depreciated fixed assets 
 
C 281   =  C 212  C 280 = C 208    
 
The acquisition of a fixed asset that forms the public domain of the state is registered  
C 212.09.01.01.A  =   C 101.00.00.01.A 
Constructions - other fixed assets included 
 in the construction group         The fund of goods that make up the public  

domain of the state  
 

Purchasing a fixed asset from the fixed asset provider 
C 212.09.01.01.A  =   C 404.01.00.01.A.84.01.01.71.01.30 
Providers  of fixed assets under 1 year”      
 
Depreciation of property, plant and equipment  
C 681.01.00.01  =   C 281.02.08.01.A 
 
The sale of the building is recorded 
C 461.01.01.01.A  =   C 791.00.00.01.A.39.01.01 
Debtors under 1 year - trade receivables    Revenues from capitalization of state 
assets 
 
The de-registration of the building sold not fully depreciated is recorded 
%      =   C 212.09.01.01.A  
C 281.02.08.01.A 
C 691.00.00.01.A 
 
Receiving a building for free 
C 212.09.01.02.A  =   C 779.01.01.02.A 
Construction - other assets   Income, goods and services received free of 
charge    
Recovery of waste assessed as a result of dismantling inventory items or fixed assets 
The recovery of ferrous waste is recorded: 
C 346.00.00.02.F    = C 709.00.00.02.F 
Residues 
 
Disassembly costs are recorded. 
C 628.00.00.02.F.66.10.06.01.20.01.30 = C 401.01.00.02.F.66.10.06.01.20.01.30 
 
The invoice for the sale of ferrous waste is recorded: 
C 411.01.01.02.F.33.10.50   = C 751.01.00.02.F.33.10.50 
Customers with a term of less than one year  Revenues from services and other 
activities 
 
 
C 346.00.00.02.F    = C 709.00.00.02 register with the Residues

         opposite sign 
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The scrapping of a measuring device, completely depreciated, is recorded; the resulting 
spare parts are valued at x lei. 

 
The scrapping of the air conditioning system is recorded 
C 281.03.03.02.A    = C 213.02.00.02.A 
 
Measuring, checking and adjusting apparatus and installations 
It is recorded to obtain spare parts 
 
C 302.04.00.02.A    = C 791.00.00.02.A 
Spare parts     Revenues from the capitalization  

of some state assets 
4. Scrapping of fixed assets 

 
The removal from the records of companies, fixed assets, but also economic assets, such as 

inventory items, involves a set of operations performed to recover the materials resulting from 
destruction and dismantling, so that they change their original shape and can no longer be used. 

The materials recovered from scrapping can be used within the institution, transferred to other 
institutions with the approval of the senior authorizing officer, sold with the approval of the senior 
authorizing officer or destroyed by a previously formed commission According to O.M.F.P. 
1917/2005, with subsequent amendments and completions 

Disposal of fixed assets / declassification of materials, such as inventory items, is performed 
according to the procedure established within the entity, either at the time of inventory of items 
such as assets, liabilities and equity, or at the time of decommissioning and disposal of assets. 

According to O.U.G. 112/2000, the tangible fixed assets that make up the public domain of the 
state or of the administrative-territorial units of the nature of fixed assets, with the normal duration 
of use amortized or not fully depreciated, can be transferred to another unit sold. 

If the tangible assets constitute the public domain of the state or of the administrative-territorial 
units of the nature of fixed assets, they are first transferred to the private domain of the state or of 
the administrative-territorial units, according to the regulations on public property and its legal 
regime. All transfers of assets from the public and private domain and / or from the local domain 
are made with the approval of the senior authorizing officer and are published in the Official 
Gazette. 

The amounts resulting from the capitalization of the assets, after deducting the related expenses, 
represent an income to the state budget or to the budgets of communes, cities or counties, as the 
case may be. 
 
5. Conclusion 
 

In public institutions and other entities great attention must be paid to all acquisitions of fixed 
assets and inventory items, records must be kept separately according to the mute of origin, 
classification, depreciation period, tax depreciation regime, approval by the senior authorizing 
officer of modifications, transfers, scrapping, dismantling and capitalization of goods such as 
consumables, spare parts or inventory items. 
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Abstract 
 
The external public audit represents the specific activity that the Romanian Court of Accounts 

(abbreviated RCoA) carries out at the entities that manage financial resources of the state and the 
public sector, with the aim of providing stakeholders with assurances regarding the management of 
these resources. Through this investigative approach, we shall give an overview of Romania’s 
current system of financing the external public audit. The research objectives are three-
dimensional, and the methodology combines the qualitative and quantitative research and the 
descriptive-interpretative perspective with the pragmatic research. The first dimension regards the 
research of the external public audit funding procedure in our country, while the second one 
focuses on the analysis of trends in financing this activity, based on the data available concerning 
the annual budgets of the Romanian supreme audit institution. The research horizon is delimited by 
the period 2015-2019. The third dimension regards the statistical analysis of the correlation 
between the external public audit funding and its determinants. 

 
Key words: external public audit, financing, correlation, SAI, Romania 
J.E.L. classification: H83 

 
 

1. Introduction 
 

The research premise regards the importance of the external public audit, as specific activity 
that the supreme audit institutions (abbreviated SAIs) carry out at the level of the entities within 
their competence, in order to provide stakeholders with assurances on the management of the 
public resources. 

The Romanian Court of Accounts (abbreviated RCoA) is the Romanian SAI and the national 
authority that has exclusive competence in exercising the external public audit at the entities that 
manage public financial resources. 

The external public audit funding must be addressed in close connection with the position of 
RCoA, as significant contributor to the improvement of the Romania's budget implementation, and 
with the importance of its mission towards strengthening the financial management at national 
level and its orientation towards fairness, responsibility and performance. 

The research objectives are three-dimensional. The first dimension regards the research of the 
external public audit funding procedure in Romania, by identifying the stages in budgeting the 
necessary financial support in order to carry out the activity of RCoA and by presenting the 
authorities involved in both the budgetary process and its verification. The second dimension is 
represented by an applied research, through which we shall analyze the trends in financing the 
external public audit activity in our country, based on the data available concerning the annual 
budgets of RCoA.  

The research horizon is delimited by the period 2015-2019. The third dimension concerns on the 
statistical analysis of the correlation between the external public audit funding in Romania and its 
determinants. 
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On the background of an important area, but limited from the research point of view, our 
scientific demarche appears as a major challenge and aims to represent a contribution in the 
specialized literature on external public audit, as it provides an innovative analysis on its financing 
in Romania, from a perspective focused on the analysis of trends and correlations, with the 
determinants identification.  

Adjacent to the introduction and conclusions, the paper is structured in four sections. The first 
section is dedicated to the specialized literature review and the regulatory framework on the 
external public audit funding, while the second section presents the research methodology. Within 
the third section, the trends regarding the external public audit funding in Romania, between 2015 
and 2019, are analyzed. The fourth section presents the statistical analysis of the correlation 
between the external public audit financing and its determinants. At the end of the paper, the 
conclusions, the limits of the study, as well as the future research directions are exposed. 
 
2. Literature review and the regulatory framework 

 
The specialized literature regarding the external public audit financing is extremely limited. 
A study conducted by Sacer, Zager și Sever (2011) concerning the external public audit funding 

at the level of SAIs from the EU member states, highlighted that the majority of SAIs enjoy 
financial independence in the sense that they annually prepare their own budget project (which, in 
most countries, is approved by the Parliament) and they also have independence in spending the 
budgeted funds. In EU, the SAIs budgets are part of the member states national budgets. 

From another perspective, Oțetea, Tița Bătușaru and Ungureanu (2015) highlighted that the 
SAIs funding must be addressed in relation to the financial impact of the actions carried out at the 
audited institutions level. 

This point of view is converging with that expressed by Stapenhurst and Titsworth (2002), 
which highlighted that governments must assess the audits costs and their rates of return and, 
consequently, provide a proportionate level of funding. 

In Romania, the external public audit funding is provided from the state budget.  
From a procedural point of view, by reviewing the regulatory framework, we have identified 

both the stages of the budgetary activity of the financial support necessary to carry out this specific 
activity of RCoA, and the authorities involved in the budgetary process, which we present through 
Table 1. 

 
Table no 1. The stages of the budgetary activity of the financial support necessary to carry out the activity 
of RCoA and the involved authorities 

 
Source: Own processing after the organic law of RCoA. 
 
As can be seen, by virtue of its status as a financially independent authority, RCoA draws up its 

own draft budget, which it submits to the Plenum for approval and then sends it to the Government 
for inclusion in the state budget draft, which is subject to the Parliament's approval. 

Regarding the verification of RCoA budget, it is ensured by a committee set up for this purpose, 
by the two chambers of the legislature. Subsequently, with the approval of this committee, the 
implementation of the budget proposed in the first session of each year is subject to the 
Parliament's approval.  
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3. The research methodology 
 

The investigation methodology combines the qualitative research with the quantitative research 
and the descriptive-interpretative perspective with the pragmatic research. 

The scientific approach considers the analysis of the main approaches in the specialized 
literature. At the same time, the coordinates based on which the researched topic is approached are 
presented, by reference to the national regulatory framework. 

The pragmatic research is multidimensional because, through this investigative approach, we 
shall provide answers to a series of questions in order to present an overview of the external public 
audit financing current system in Romania. In the described context, the research questions are: 

Q1: How did the external public audit funding evolve in the period 2015-2019? 
Q2: How was the financial support, granted to the Romanian SAI, distributed and used, by 

categories of expenses? 
Q3: Which was the impact of the external public audit activity financing on the expenditures of 

the general consolidated budget and on the expenditures of the state budget? 
Q4: Which are the variables that influence the external public audit funding in Romania? 
The first three research questions will be addressed based on an analysis of trends regarding the 

the external public audit funding in Romania, in the period 2015-2019. Practically, by resorting to 
the analysis in dynamic, the analysis based on rates, the structural analysis and based on weights, 
we shall study these trends, through the prism of the evolution of the budgets (initial and final) of 
RCoA, the distribution and use (by categories of expenditures) of the financial support, of the 
budget execution, but also by reporting to the financial impact produced on the expenditures of the 
general consolidated budget and on the expenditures of the state budget. 

In order to identify the determinants of the external public audit funding in Romania, the fourth 
research question will be approached through the statistical analysis, based on the Pearson 
correlation index. The dependent variable is represented by the final budget of RCoA, while the 
independent variables that will be tested are: number of audited entities; number of identified cases 
of deviations, irregularities, errors; additional incomes, damages and financial-accounting 
deviations found during the undertaken missions; number of posts in the list of positions approved 
by the Plenum, number of missions (financial/performance/compliance audit and documentation 
actions); number of follow-up actions. The correlation analysis will be performed using the SPSS 
statistical program, version 20. 

The data regarding the initial budgets of the Romanian SAI were collected from the website of 
the Ministry of Public Finance (www.mfinante.ro), from Annex no. 3 (budgets of the main 
authorizing officers) to the State Budget Law (period 2015-2019), and the data on the final budgets, 
the budgeted amounts distribution by categories of expenditures and their execution, as well as the 
data regarding the tested variables were collected from the annual Reports concerning the activity 
of RCoA for the period under review, published on its website.  

Regarding the management of data related to the research horizon, they were collected 
manually, grouped and electronically centralized, and their quality was verified by all the authors 
involved in the investigation, both at the time of their collection and during processing and 
analysis. 

 
4. Trends in funding the external public audit activity in Romania  

 
By resorting to the applied research, we shall analyze the external public audit activity funding 

in Romania, in order to identify the recent trends in the field, having as research horizon the period 
2015-2019.  

The data regarding the budgets (initial and final) of the SAI of Romania and their execution, for 
the analyzed period, are presented, together with the budget execution global rate, in Table no. 2.  

The analysis of the initial budgets of RCoA (Figure no. 1) highlights the fluctuating evolution 
of the amounts allocated to the Romanian SAI, through the state budget laws, in the period 2015-
2019.  
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Compared to the amounts initially approved, the rectified budgets follow the same fluctuating 
trend. Strictly analyzing the final budgets evolution, we identify a purely upward trend, determined 
by systematic increases from one year to another (by 8.43% in 2016, by 6.50% in 2017, by 12.96% 
in 2018, by 15.46% in 2019). 

 
Table no. 2. The initial and final budgets of RCoA, their execution and the budget execution global rate, 
in the period 2015-2019 

 
Source: Own processing on the data available on www.mfinanțe.ro and in the annual Reports regarding 
the activity of RCoA. 
 
Figure no. 1. The evolution of the initial and final budgets of RCoA in the period 2015-2019 

 
Source: Own projection on the data available on www.mfinanțe.ro and in the annual Reports regarding 
the activity of RCoA. 
 
As both the data in Table no. 2, as well as the representation from Figure no. 2, the budget 

execution shows a purely upward trend, correlated with the final budgets evolution. 
 
Figure no. 2. The evolution of RCoA initial and final budgets in the period 2015-2019 

 
Source: Own projection on the data available on www.mfinanțe.ro and in the annual Reports regarding 
the activity of RCoA. 
 
The analysis of the budget execution global rate highlights the fact that, throughout the period 

2015-2019, a good appraisal and budget programming was made, the indicator being over 93% in 
each year of the research horizon. 
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As reflected in Figure no. 3, the best appraisal was in 2015 (when the budget execution rate was 
99.9966%). From a diametrically opposite perspective, “the lowest” percentage of the indicator 
was registered in 2016 (when the budget execution rate was 93.2895%), and subsequently there had 
been systematic improvements until 2019 (when the execution rate recorded a percentage of 
98.1909%). 
 

Figure no. 3. The budget execution rate evolution in the period 2015-2019 

 
Source: Own projection on the data available on www.mfinanțe.ro and in the annual Reports regarding 
the activity of RCoA. 

 
In order to carry out a well-founded analysis, we consider important to evaluate the external 

public audit activity funding in Romania in correlation with the way of distribution and use of the 
financial support, by categories of expenses.  

In this sense, through Table no. 3, we present the distribution of the budgeted amounts, by 
categories of expenditures, and their execution in the period 2015-2019. 

 
Table no. 3. The budget amounts distribution, by categories of expenditures, and their execution in the 
period 2015-2019 

 
Source: Own processing on the data available in the annual Reports regarding the activity of RCoA. 
 
After processing these data, in Table no. 4, we present the structural analysis, based on weights, 

of the way of distribution and use of the financial support allocated to the Romanian SAI, between 
2015-2019.  

Also, we reflect the graphical representation of this structural analysis, based on the average 
weights that belong to each category of expenses in the studied interval, through Figure no. 4 (the 
way of distribution - final budget) and Figure no. 6 (the way of use - execution). 

From the perspective of the distribution way, the results of the structural analysis show that, in 
the total budgeted amounts, the dominant share belongs to staff expenses, which hold over 70% 
each year of the analyzed period and on average 75.98% per total studied interval. This weight is 
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explained by the fact that staff is the most important resource of RCoA, since the specific activities 
falling within its area of competence involve the active participation of a large number of 
specialized staff. 

The staff expenses are followed, as a share, by the expenses related to projects financed from 
non-reimbursable external funds post-accession, which hold on average 13.88% of the amounts 
budgeted in the researched period. 

 
Table no 4. The structural analysis concerning the distribution and use of the financial support allocated 
to the Romanian SAI, between 2015 and 2019 

 
Source: Own processing on to the data available in the annual Reports regarding the activity of RcoA. 
 
Figure no. 4. The structural analysis regarding the distribution of the financial support allocated to 
RCoA, in the period 2015-2019 

 
Source: Own projection on the data available in the annual Reports regarding the activity of RCoA. 

 
These are followed by the expenses for goods and services with an average share of 6.22%. 

Within this category, the financial support is mainly intended for expenses related to utilities, travel 
of the external public auditors to the audited entities, training of the specialized personnel and also 
goods and services necessary for maintenance and functioning. 

Regarding the capital expenditures, we notice that they have a share between 2.18% and 4.36% 
of the amounts budgeted in the analyzed period, being mainly intended for capital repairs, 
investments and the purchase of IT equipment. 
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As can be seen, the allocations for other transfers and other expenditures have extremely low 
shares of the budget amounts (in the studied range, on average 0.01% and respectively 0.66%).  

In order to obtain an overview of the budget allocations structure within the research horizon, in 
Figure no. 5, we present the dynamic analysis of the weights of the expenditures categories for 
which budgetary financing was granted. 

 
Figure no. 5. The dynamic analysis of the structure of budget allocations in the period 2015-2019 

 
Source: Own projection on the data available in the annual Reports regarding the activity of RCoA. 
 
As reflected in the graphical representation, the categories of expenditures whose shares showed 

the most significant fluctuations during the analyzed period are staff expenses and expenses related 
to the projects financed from non-reimbursable external funds post-accession, the weights of the 
other categories of expenses (material expenses, capital expenses, other expenses and other 
transfers) showing an approximately constant evolution.  

Practically, we notice that the weights of the allocations for projects financed from non-
reimbursable external funds, in total budgeted amounts, registered an upward trend since 2016, to 
the detriment of the weights related to the staff expenditures, which show a trend of systematic 
annual reduction since the same year. 

 
Figure no. 6. The structural analysis on the way of using the financial support allocated to RCoA, in the 
period 2015-2019 

 
Source: Own projection on the data available in the annual Reports regarding the activity of RCoA. 
 
From the way of use perspective, sensitive differences of weights, compared to those of the 

budget amounts by categories, appear starting with 2016, on the background of the execution of 
expenditures related to projects financed from non-reimbursable external funds post-accession, 
which has an average weight of 11.72% (as reflected in Figure no. 6), compared to the average 
share of 13.88% they have in relation to the final budget credits (as reflected in Figure no. 4). 
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In relation to the highlighted aspects, we determine the share of the budget execution of RCoA, 
as a percentage of the general consolidated budget expenditures and of the state budget 
expenditures, and the results are presented through Table no. 5. 

 
Table no. 5. The budget execution of the Romanian SAI as a percentage of the general consolidated 
budget expenditures and of the state budget expenditures, between 2015 and 2019 

 
Source: Own processing on the data regarding the budget execution available on www.mfinanțe.ro and in 
the annual Reports regarding the activity of RCoA. 
 
The results of the evaluation show that, in the period 2015-2019, the impact of financing 

Romania's supreme audit institution is, on average, 0.09% of the general consolidated budget 
expenditures and 0.18% of the state budget expenditures. 
 
5. The statistical analysis of the correlation between the external public audit financing in 
Romania and the determining factors 
 

Subsequent to the trends analysis, in this section, we consider highlighting the external public 
audit funding determinants in Romania, through the correlation statistical analysis. 

The correlation analysis between the dependent variable (final budget - Bug) and the 
independent variables (number of audited entities - NEa; number of identified cases of deviations, 
irregularities, errors - ANE; additional revenues - Vs, damages - P, financial-accounting deviations 
found during the undertaken missions - Afc, number of posts in the list of positions approved by 
the Plenum - Np, number of financial/performance/compliance audit missions and documentation 
actions - Nm; number of follow-up actions - Nflw) are performed using the SPSS statistical 
program, version 20. In order to ensure the comparability of the data, we proceeded in advance to 
homogenize them, by resorting to logarithmization in base 10. The data related to the independent 
variables can be viewed in Table no. 6. 
 

Table no. 6. The data related to the independent variables 

 
Source: The annual Reports regarding the activity of RCoA. 

 
To determine the level of correlation between the selected variables, we use the Pearson 

correlation index, and the related results are presented through Table no. 7. 
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From the results analysis, it is found a strong correlation, but inverse, between the final budget 
of the Romanian SAI and the independent variables number of identified cases of deviations, 
irregularities, errors and damages. Moreover, the significance threshold (sig.) is under the level of 
0.05, which further strengthens the link established between the analyzed indicators. 

Also, a significant correlation, also inverse, was highlighted between the dependent variable 
(the final budget of RCoA) and the independent variables number of audited entities and additional 
revenues. 

 
Table no. 7. The correlation analysis between the dependent variable and the independent variables 

 
Source: Own processing with the statistical program SPSS. 

 
The results obtained for the Pearson index indicate a significant, direct correlation between the 

dependent variable and the number of posts in the list of positions approved by the Plenum. 
The most relevant direct correlation of the final budget was highlighted in connection with the 

independent variable number of follow-up actions, all the more so as the significance threshold is 
well below the level of 0.05. 

From a diametrically opposite perspective, the results of the statistical analysis highlight a weak, 
insignificant correlation between the final budget and, on the one hand, the financial-accounting 
deviations found, on the occasion of the actions performed by the external public auditors of RcoA 
(direct correlation), and on the other hand, the number of missions performed annually (inverse 
correlation). 
 
6. Conclusions 
 

From the performed analysis, it was found that the external public audit funding showed an 
upward trend during the research horizon. In correlation with the final budgets evolution, the same 
trend was highlighted at the budget execution. Also, the results of the analysis highlighted a good 
estimation and budgetary programming at the level of the Romanian SAI, justified by high budget 
execution global rates in each financial year of the analyzed period. 

The financial support provided to the Romanian SAI has been distributed and used mainly to 
finance the staff expenditures, as the most important resource of the institution, in view of the fact 
that the specific activities falling within its sphere of competences involve the active participation 
of an important number of specialized personnel. Subsequently, the allocations also ensured the 
(co)financing of the expenses related to the projects with non-reimbursable financing, of the 
material expenses, of the capital expenses, but also of other transfers and expenses. 

In the period 2015-2019, the impact of financing Romania's supreme audit institution was 
assessed, on average, at 0.09% of the general consolidated budget expenditures, respective 0.18% 
of the state budget expenditures. 
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The results of the statistical correlation analysis showed that the external public audit funding in 
Romania is directly influenced by the number of posts in the list of positions approved by the 
Plenum and by the number of follow-up actions (of verifying the implementation of the measures 
disposed after the previous audit missions). From a diametrically opposite perspective, the value of 
the financial-accounting deviations found during the missions undertaken and the number of 
missions performed annually do not impact on the financing of RCoA.  

An important conclusion that emerges is that the external public audit funding in Romania takes 
into account the importance of the professionals in exercising the specific demarches of RCoA. 
From the perspective of the results related to its mission, the research showed that the Romanian 
SAI financing takes more into account the quality of these results than their quantity, the 
allocations being oriented more towards monitoring the measures and recommendations 
implementation, than identifying damages or additional incomes.  

Regarding the limits of the undertaken research, we consider that they are related to certain 
barriers regarding the approach of the external public audit funding in the specialized literature, but 
also to the limitation of the study to the research horizon 2015-2019, given the heterogeneity of 
specific reports.  

As future research directions, we intend to continue the investigative approach by conducting a 
comparative analysis regarding the external public audit funding, between Romania and another 
member state of the EU. 
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Abstract 
 

Public institutions financing, including pre-university educational institutions, involves the 
provision of the financial resources necessary to achieve the objectives of this activity. Regarding 
pre-university education, the basic indicator in providing financial resources is represented by the 
standard cost per student.        

A few years after the implementation of this financing mechanism, we consider it beneficial for 
this paper to analyze the implications of the standard cost per student in terms of allocating the 
financial resources needed to carry out the educational process at the level of pre-university 
educational institutions, by making a comparison between the urban and the rural environment. 
We also developed a comparative approach between the level of educational funding in Romania 
and other European countries.  
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1. Introduction 
 
The school is an important institution in the community because of its major part in training the 

next generation which targets the formation of responsible citizens, capable of integrating in the 
society. The finality of Romanian education is realised by using modern strategies and techniques 
to instruct and educate the students, sustained by the science of education and by school training, 
according to the objectives of each level of study (National Education Law  no. 1/2011, published 
in O.M. no.18 from10.01.2011, updated). 

The instructional-educational process is an ensemble of educational activities and learning 
experiences which the subject (the student) passes through the entire period of his/hers professional 
journey. In order to put into action these educational endeavours, the educational institutions, 
includingly  pre-university education, need to possess resources. These resources are allocated 
within the standard cost per student. Taking into consideration the role of the standard cost per 
student in atributing the financial resources necessary for pre-university educational institutions to 
function, it is mandatory to study the standard cost per student allocated according to the areas 
(rural or urban) but also making a comparison regarding financial appropriations in education.  

 
2. Literature review 

 
C. Cucoş (2009, p.17) considers that the educational system presumes a plurality of institutions 

organised in a hierarchy, regulations and a legal framework, an effective funcţionality. In E. 
Hormonea’s opinion (2008, p. 359) educational institutions hold an important part in creating 
values that  pass the test of time and contribute to the development of the society. Thus, in order to 
accomplish these objectives, the pre-university educational institutions must possess resources. In 
this context, we consider it pertinent to present the level of financial allocations from the last five 
years. Eurostat studies provided important data regarding expenses on students in the European 
states.  
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Considering the situation of the financial allocations in education and including in the present 
financial mechanism of a correction coefficient, prioritizing reforms in education or increasing the 
share of the budgetary allocation for education, could constitute an important starting point in 
efficiently managing the education budget.  

 
3. Research methodology 

 
Scientific knowledge of the facts, phenomena and social processes is realised with the help of 

well-defined concepts, using rigurous research methods and techniques, verifying hypotheses or 
following the objective description of the social life (S. Chelcea, 2007, p.48). 

In order to realize an inquiry in terms of efficacity and efficiency, we must acquire new 
knowledge in the chosen field of research. In this paper we opted for presenting the investment 
level allocated to education and of the standard cost per student appropriated on areas of study: 
rural or urban.  

 
4. Results 
 
4.1. Investment in education and financial  allocation  

The educational system is seen as a component of the social system characterized by a 
multileveled educational offer related to several beneficiaries. It presumes an accumulation of 
hierarchically organized institutions, a normativity and a legal framework, an effective 
functionality (with inputs, outputs, resources, effects, feedback) (C.Cucoș, 2009, p.17). 

Pre-university education aims to train the human personality by acquiring specific knowledge, 
cultural and national values, training intellectual abilities, practical skills, assimilation of the  
techniques of intellectual work, education in order to develop the respect for the human rights, of 
the free exchange of views, cultivating sensitivity towards moral values, of the respect for the 
environment, as well as the professionalization of students in order to carry out useful activities 
which help them produce material and spiritual goods (M. I. Achim, A. Hinescu, E. Cîmpean, G. 
Roman, 2009, p. 324).  

Pre-university educational institutions, as organizations, are seen as an ensemble of human and 
non-human resources (communicating, decision making and reporting structures) which are used in 
order to achieve the finalities.         

Educational institutions have an important role to play in creating values that will last over time 
and contribute to the development of the society (E. Hormonea, 2008, p. 359).   

As a result of development in all areas, pre-university educational institutions face a number of 
challenges and changes need to be made. In the face of the changes imposed by the institutional 
development, a special interest is represented by adaptation to the technological adjustments, the 
possibility of accessing information, as well as the improvement of the information-accounting 
system. In order to adapt to these changes, pre-university educational institutions must have funds. 
Thus, an important role is played by funding, which is done within the standard cost per student. 

Funding per student provides predictability and the opportunity for schools to efficiently 
manage resources, by reorganizing the number of classes or students/class.    

The allocation of funds for the basic financing of the educational unit is made on the basis of a 
financing formula that takes into account the standard cost per student / preschooler, the number of 
students / preschoolers in the educational unit, as well as the correction factors depending on the 
density of students in the area, severity of disadvantages, teaching language and other factors.  

A situation of the standard cost per student allocated in the last 5 years for expenses with 
salaries, bonuses, allowances and other salary rights in cash is given in the following table:  
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Table no.1: Evolution of the standard cost per student in period 2015 -2020 for expenses with salaries, 
bonuses, allowances and other salary rights in cash  

Year Level of funding per student 
2015 2.520 
2016 3.043 
2017 3.740 
2018 4.413 
2019 5384 
2020 6111 

Source: Government Decision: no 9/2015, no.136/2016, no. 32/2017, no. 30/2018, no. 169/2019, no 
106/2020 

 
The standard cost per student in 2020 is 6111 lei, the amount representing the increase of the 

fine cost in 2019 by 13.5%. It is the smallest percentage increase in the last 4 years. In 2019, the 
increase was 23%.         

For expenses with professional training, expenses with regular evaluation of students, as well as 
expenses with goods and services, the situation is the following: 

 
 Table no. 2: Evolution of the standard cost per student in period 2015 -2020 for expenses with 
professional training, expenses with regular evaluation of students expenses with goods and services 

Year Level of funding per student 
2015 312 
2016 321 
2017 330 
2018 355 
2019 370 
2020 387 

Source: Government Decision: no 9/2015, no.136/2016, no. 32/2017, no. 30/2018, no. 169/2019, no 
106/2020 
 
After some financial measures and a better management reagarding per-capital funding, this 

ratio has not changed recently. Thus, the overall efficiency of expenditure has not been 
significantly improved. Schools face significant difficulties in covering basic costs and thus depend 
on the contribution of local authorities to supplement funding. However, there are schools located 
in socially and economically disadvantaged areas that may not receive this support. 

In the case of a non-compliance with the allocated budget according to the standard cost per 
student / preschooler, the authorities resorted  measures which involved cutting hours, merging 
groups, dissolving classes, kindergarten groups, reductions in allowances, reductions of bonuses, 
relief of some duties for the principals of the educational units. All these measures aim to reduce 
budget allocations to education and a single result, that of further reducing the quality of the 
educational system. 

Financing per student may be regarded from two perspectives, that are ,,it is good and it is not 
good”. 

,,It is good” because before this, the mechanisms of folow-up and control of the efficiency of 
the way of spending the budgetary allocations were missing, now,  a financing per student brings a 
so-called order, schools need to come under the allocated amounts. 

,,It is not good” from the perspective that not all schools can fit the financing resulted from the 
standard cost per student. 
 
4.2. The situation of financing at the european level 

 
Education should be seen as the most important investment sector, a sector that can multiply the 

capital initially invested, if there is a medium and long term approach. In Europe, Norway is the 
leader. Norway allocates approximately 4,000 euros annually for each student. It is followed by 
Belgium and the United Kingdom, with just over 3,300 euros.  
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France and Germany have a standard cost of 2,870 euros. Even if it offers less, 2,000 euros, 
Poland and the Czech Republic are still far above Romania.  

Even our Bulgarian neighbors have a better understanding of the needs of the students. They 
have a standard cost of about 1,000 euros, according to an Eurostat study  
(https://pedagoteca.ro/23009-2-cat-costa-un-elev-in-tarile-europene-si-in-romania/): 

 
Figure no. 1.: Expenses with students in the European states 

 
Source: https://pedagoteca.ro/23009-2-cat-costa-un-elev-in-tarile-europene-si-in-romania/ 
 
Romania makes the lowest investments in education, granting annually budgets twice as small 

as those in the Czech Republic, France or Poland. Romania is at the bottom of the ranking in terms 
of investments in education, given that the state spends more than three times less than the 
European average on all pre-university education cycles, according to the latest data from the 
European Commission. 

Educational resources need to be managed efficiently in order to achieve better results so that 
there is no need to resort to budget execution. The implementation of support systems for resource 
management in pre-university education could be an important starting point in this regard. 

The Romanian Agency for Quality Assurance in Pre-university Education has created a 
complex database that includes information on results, socio-economic conditions and school 
resources. Such a database is useful in planning the allocation of new funds on the basis of added 
value and resilient criteria. 

The data regarding the budget is collected accurately and promptly and reported transparently, 
so that the Ministry of Education and Research and the Ministry of Public Finance with 
methodological support from the National Institute of Statistics can reveal the statistics on 
education expenditures, taking as reference the revised list of indicators for education. 

The data at the micro-level (school-level income and expenditure) as well as the macro-level 
data (system-wide income and expenditure) are accessible through a transparent process through a 
number of platforms and applications. 

IISER - The Integrated Informational System of Education in Romania provides complete 
management services for the activity of the pre-university educational system from an operational, 
technical, administrative and strategic point of view.  
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It is a complex system that responds to the needs identified in the educational sphere and 
presents a vision on the ways in which the needs of the education system can be met. The IISER 
informational system, is the support for the following activities –management of students in the 
educational system, -management of staff and -management of educational units can provide 
information that is the basis for calculating the standard cost / student. 

 FOREXEBUG - represents the national electronic system for reporting financial statements, 
on the website of the Ministry of Public Finance. It is accessed through the Single Access Point and 
detailed information on the financial statements of public institutions can be entered. Reporting 
financial statements and publishing detailed information regarding the use of public funds in 
accordance with the budget classification aims to increase efficiency in the use of public funds as 
well as budgetary transparency. 

FINANCING.ORG – represents an application regarding the reporting of personel expenses, 
monthly monitoring of salary expenses and the monitoring of the nmber of norms at the level of 
school units.  Filling and saving the data in the application leads to a direct visualization by the 
hierarchically superior credit authority. 

ELCEB – represents the  IT platform for budgeting and centralization. As in the application 
Financing.org, completing and saving the data in the application leads to the direct viewing by the 
hierarchically superior authority. 

Through these support systems, a step has been taken to improve the management of pre-
university educational system resources, including financial resources, as these tools allow easy 
data collection, but this data must be analyzed so as to identify the best solutions for securing 
funding. 

A reform regarding the financing of pre-university education implies the orientation of the 
financing towards the individual and not towards the pre-university educational institution, to 
ensure the diversity of the educational offer, to be oriented towards quality, to contribute to the 
control of education costs, to assume the administration and management of the  pre-university 
educational institutions. It aims at increasing and efficiently distributing the financial resources 
invested in education, making investments in projects and programs and in general education and 
of course a great responsibility in managing the funds allocated to this field. 

 
5.  Conclusions  

 
In pre-university education a coherent system for calculating average costs per student did not 

exist. The volume of funds allocated to educational institutions reflected the reduced possibility of 
the state budget, thus not covering the real needs of schools. 

The financial and long-term support of education must be ensured from several sources of 
funding and they aim to achieve results and income, to allow as many children as possible the right 
to education by lowering the level of school dropout and institutions must prove that they are able 
to manage financial problems. 

In order to increase and manage more efficiently the budget of education, it is necessary to take 
into account the following aspects: 

- considering the socio-economic profile of students in the calculation formula for per capita 
financing; 

- including new correction coefficients in the current funding mechanism, in order to ensure 
adequate resources for schools; 

- give priority to education reforms when allocating European funds and/or expand the share of 
public spending to GDP; 

- increasing the share of budget allocations for education, as provided in the national education 
law 6% of GDP; 

- setting medium and long-term targets regarding the proportion of personnel expenses 
compared to other types of expenses (material expenses, investment expenses); 

- using a mechanism that promotes a greater degree of accountability at different levels of the 
educational system, from schools to central authorities.  
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The problem of financing in education is not just a sector one, it is about the development of a 
country. For this to happen a culture of financing education is needed, to look at education as the 
most important investment sector. The education sector can multiply tenfold the initial capital 
investment, if there is a correct and coherent approach on a medium and long term.  
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Abstract 
 

The meaning of any economic activity is to obtain the maximum possible value, under any 
conditions of economic environment. The development of the economic act in the presence of risks 
of different nature, leads, depending on how they are managed, to different results between 
companies from the same sector of activity, with comparable endowments. The aim of the paper is 
to present some methodological aspects of business selection according to the proportionality of 
risk profitability, in the conditions of a rational behavior of investors. The market is generally 
showing a tendency to equalize the marginal profitability, but in a relatively long time, due to a 
variety of factors such as management experience, time to access and process information, and its 
correct interpretation, ability to anticipate and control risks. 
 
Key words: financial return, financial risk, capital investment, final capital, systematic risk 
J.E.L. classification: F30, G01 
 
  
1. Introduction 
 

Reaching the purpose of every economic activity suggests that the maximizing the value can be 
achieved through profitable investments which are implicitly associated with a certain level of risk.  

 
Chart no.1. Return-risk ratio 

 
Source: (Vlad, 2015) 

 
Given that the two terms of the relationship cannot be separated, a first decision concerns both 

the economic environment and the financial realities as selecting investments: 
• Investments with a direct proportionality between investment returns and risk; 
• Investments with a reverse proportionality between investment returns and risk. 
Right from the start, a rational behaviour requires removing investments with a reverse 

proportionality and placing ourselves depending on particular judgments in the direct 
proportionality area, bounded by the reversal point of the proportionality and by the level when the 
marginal return is zero. 
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2. Theoretical background. Financial return 
 

Determining the return on the financial market must be initiated starting from the practical trend 
of equalizing the marginal returns through arbitrage operations. Equalization itself cannot exist 
because the dynamics of economic and financial activities constantly change the balance between 
the segments of the financial market. The shape on which the return can be obtained on the 
financial market is determined by manner on which the capital is invested: participation in the 
share capital of a company; credit and foreign exchange tools (Stancu, 2010). 

a) Participation in the share capital of a company is made by purchasing shares from the 
issuing company, thus the return is ensured by two components: 
• Remuneration from the issuer in the form of dividends (1); 
• Increasing the market value, which bring gains in the form of capital (2). 

100
Pa

Pa-Pv
Pa

DividendRr

21

×















+=


 

 where: R - the rate of return; Pa – the purchase price; Pv - the selling price 
b) Investment in credit instruments (bank loans,bonds,etc.) bring remuneration as interest. This 

is a smaller profit but sure profit. Compared with the shares this investment in credit instruments 
can be considered an investment that "sacrifices" the return through which it is paid the refusal to 
assume the risk. In the case of the foreign investment the return can be ensured by the favourable 
exchange rate differences. 

c) Foreign pure currency exchange capitalizes the direct or indirect rate differences between 
two currencies (cross) by interposing others. Currency exchange related to import-export 
operations can ensure both profitability in exchanging operations and an indirect profitability of the 
concerned economic transaction. The return analysis takes into account the comparable market 
interest rate and its expression in real terms. 
 

Chart no. 2. Changes in the interest rate and the return influence over the investment 
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Source: (Vlad, 2015) 
 

The interest rate market, as an expression of the balance between global supply and demand of 
capital is the main landmark for any investment. Changes in interest rates may bring an investment 
in the profitable area or can make it unprofitable compared with the market. In the economy, there 
are very few investment areas with high returns and very limited in time as they attract the interest 
of market players, leading to rapid growth of the offer. Thus regarding the average, not all 
investments can be above this, either because the opportunities cannot be identified or because a 
sacrifice of return is preferred to reduce the risks. The normal trend of achieving the average 
determines its growth, there always being a distribution above and below it.  

 



The market interest rates (1 + Rd) achieves a first delimitation between the profitable and 
unprofitable investments. Increasing interest (1 + Rd') lowers profitability for some of the 
investments and makes some of them unprofitable. Conversely, interest rate cuts (1 + Rd '') lead to 
increased profitability of some investments or to profitableness of others which until that time were 
not attractive (Vlad, 2015). To relate to the market interest rates draws a relative image of the 
return. If one of its values is below the market rate does not necessarily mean it is an unprofitable 
investment. In this case there is an opportunity cost between the market return and investment. 
Comparing the interest rate with the return must be made for the entire ownership duration of the 
financial asset. In fact, capital investments are triggered by the expected return, and not by the 
current return:  

n
n

0 KRr)  (1K =+  
 Where :  Kn  - capital investment; n - retention period; 

      Rr- rate of return; Kn- final capital. 
Expressing the return in real terms is strictly necessary to highlight the actual increase in capital 

investment. Basically, the nominal return (Rn) shall be split in a part covering inflation (i), thus 
preserving the value and another part that representing the added value [13]. Actual return (Rr) is 
determined according to Fisher assumption: 
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Basically, the assumption is based on the observation that an increased inflation leads to greater 
interest rate and vice versa, in a direct proportionality. While, the actual rate has a slow evolution, 
as a use sudden change would unbalance the ratio of demand and supply of capital, the practice of 
the developed financial markets shows that the hypothesis is about accurate. Hyperinflation or 
macroeconomic development strategies can impose negative real interest rates. In the first case 
there is achieved a degradation of capital, and in the second, a return boost is achieved by the influx 
of cheap capital in the economy. From the position holder equity, lower investments diminish 
return for the moment, but the subsequent growth of the economy leads to high return. Empirical 
tests show that investors are not interested in absolute return but in marginal return (ΔRm) 
corresponding to the last allocated unit of capital which may favourably or unfavourably change 
the average return.  

In general, the marginal return is on a decreasing trend (Stancu, 2010). 
 
3. Financial risk 
 

Risk analysis is done by taking account two aspects (Vlad, 2015): 
• The acquisition of a financial instrument is based on expectations of future return; 
• Expectations are always projected in an uncertain future. 
The impossibility to fully quantify the risk determines deviations from the expressed 

expectations, meaning the decrease of the return or the capital losses. Therefore, the impact of 
insecurity will be pervasive throughout expressing and conducting the financial decision. The 
diversity of the risks faced by an investor in the financial market can at a first stage be classified as 
macro and microeconomic risks. 

Macroeconomic (systematic) risk manifests in the entire market level and is given by the 
macroeconomic indicators, gross domestic product, inflation, unemployment, exchange rates, etc., 
as well as by a number of social, political, military or environmental phenomena. In the globalized 
financial market the negative effects propagate like a domino effect on other markets or even at an 
international scale. 

The publication of the US economy macroeconomic indicators takes effect in all the emerging 
markets. Thus, changes in the pace of the rate US economic growth causes the same oscillation on 
the stock market in Japan whose economy is largely dependent on its USA exports. The decrease of 
the orders on the US real estate market, during the crisis, has affected the share price of the 
building field in France, which was the main supplier of materials for this market. 

Macroeconomic factors may have a "swing" effect, by promoting an economic area over 
another economic area. 



Following the evolution of the oil price on the stock market it can be noticed that during its 
growth, it stimulates the share price of the oil processing companies at the expense of the car 
industry and vice versa. 

From the investor's point of view the market risk is relatively un-diversifiable. This statement 
takes into account the level of dependence of the issuer with his national economic environment. At 
the same time, not all activity sectors are affected equally. Financial globalization makes possible 
the risk diversification at national level through investments on various markets. This type of risk is 
considerable even for developed markets; in the US it is estimated at 30% and in France and Great 
Britain at 33%, namely at 41%. For the markets of the developing economies, the systematic risk is 
often the dominant one. The market risk is quantifiable through the market evolution indicators, 
their monitoring representing a basic rule of the financial discipline. 

The main macroeconomic risks are (Frâncu, 2010): 
• Interest rate risk. Changes in interest rates have a direct impact regardless of the position, 

namely creditor or debtor. Interest rate risk is closely correlated with the exchange rate risk. The 
monetary authorities’ strategy of increasing and decreasing the interest rate has a directly 
proportional effect on the exchange rate by making the currency to be more or less attractive. In 
international transactions this effect leads to a compound risk, currency risk plus interest risk. 

• Currency risk. Renouncing to the fixed rates has led to a continuous fluctuation of exchange 
rates with much higher amplitude for the representative currencies of the developing economies. 
Depending on the situation at a certain point in time, the national currency control authority may 
enforce the appreciation or depreciation of the national currency compared to other currencies. 
Such a decision is primarily related to foreign trade; exports are stimulated through the increase of 
the value of the national currency, while imports are favoured by currency depreciation. 

• These two types of risk are the most important on the global financial market. 
• Liquidity risk occurs when the market is not able to trade in real time any volume of 

securities. The negative effect on return is given the loss of optimal moment for release of capital to 
be invested in another business considered to be more profitable. 

• Coverage risk occurs when there cannot be found a satisfactory market, to provide protection 
for the assumed risk through the acquisition of securities. This risk is faced by the investor who 
chooses the wrong financial instruments for protection. 

• Concentration risk occurs when only a specific market segment or a single financial 
instrument is taken into account. 

• Operational risk is triggered by the malfunction of the ways of decision transmission, by 
human error, fraudulent individual behaviour, etc. This results in an ineffective control, information 
leak or distorted information with a negative impact on the decision substantiation. 

• Counterparty risk implies the fact that one party does not pay at maturity the obligations 
arising from the transaction. In such situation, the market regulations require taking responsibility 
in order to pay the commitments, some costs being paid by the partner who has not complied with 
his obligations. 

• Legislative risk is characteristic to the developing countries and occurs due to frequent and 
unpredictable legislative changes, to the manner how the legal institutions function, especially in 
case of dispute. It has a negative effect on capital inflows, particularly on direct investments. 

• Country risk targets the possible negative potential induced by decisions taken by national or 
supranational authorities. Authority decisions refer to socio-economic development strategy, to the 
control of interest rates and exchange rate, legislation, etc. It is also necessary to be taken into 
account the stability of domestic transactions, the effective functioning of institutions, etc. 

Microeconomic risk is specific for the issuer of securities and for its industry: 
• for a security, the specific risk is determined by: return variability, chosen development 

strategy, credibility among investors, etc .; 
• for an area of activity, risk factors include: the position it holds on the domestic and foreign 

markets, state involvement for the stimulation or inhibition of the activity, demand level and its 
foreseeable development etc. 

This type of risk is diversifiable by limiting exposure to a single economic area or issuer. 
 



Systemic risk 
As defined by the European Central Bank (2013), the systemic risk "is the inability of an 

institution to meet its obligations on time, which determines the inability other institutions to fulfil 
their obligations on their maturity date. Such a situation can cause contagious effects (e.g. major 
liquidity or credit problems), jeopardizing the stability of the financial system or confidence in 
them. The inability to fulfil their obligations may be due to financial or functional problems." 

During the financial crisis and post financial crisis period in the Eurozone have been reported as 
systemic risks, which have not exceed the average level: 
 The interplay between the vulnerabilities of public finances and the financial sector; 
 Funding risk and volatility of the banks' funding costs risk; 
 Risk of increase of the long term global interest rates; 
 Tensions related to the prices increase of the assets in emerging countries and the risks 

associated with re-emerging of international imbalances. 
The most recently reported systemic risk on the financial market is the risk of the 

intermediaries, of the so-called "shadow area". Their activity has grown rapidly in the past five 
years and the main vulnerability that can generate is amplifying the liquidity deficit in times of 
financial stress. 
 
4. Conclusions  
 

The analysis of profitability and risk assumes that, on a rational basis, any investor seeks to 
identify those investments with a direct proportionality between the expected return and the 
attached risk. The possible placements offered by the market are different, but can be grouped into 
categories: share capital, bank deposits, currency market. The option for one category or another is 
based on a comparative analysis of the expected return and identified risks faced.  

Practice has shown that, in most cases, the attitude toward risk is decisive in the selection of 
placement opportunities. The multitude of risks that exist can also be classified as macro and 
micro-economic. If the first category is independent of the investor's actions, and the investor is left 
with only the option of circumventing them, the micro-level ones can be managed effectively by 
the management team or, at least, diminished in their appearance.  

A type of risk, arising during the financial crisis, is the systematic risk which has the effect of 
the chain collapse of institutions with business relationships as a result of the default of one of 
them.  

The pervasive presence of risks in all areas of economic – social life therefore requires that they 
be covered at any time, and economic theory is obliged to deepen research in this area. 
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Abstract 
 

This work is a part of a previously started cycle, published in this magazine and which is 
focussed onthe diverse analysis of the tandem risk-profitability. The purpose of the approaching 
this subject is obviously given by the economic and social realities of the beginning of the new 
millennium: local crises, financial crisis and currently the medical crisis with severe econimic 
effects.  

This paper brings to the fore a simplified mathematic model, that of hope for wealth and the 
analysis of the cosequences determined by the resulting conclusions.   

Simplification is determined by the impossibility of quantifying the multitude of factors that 
influence the development of an economic act, by the difficulties of calculations, but also by the 
subjectivism of the investor. However, for the development of the investor’s reasoning in the 
analysis of reality, the model makes an important contribution. 
  
Key words: efficient market, projected return, risk-seeker, risk-adverse, utility function 
J.E.L. classification: F30, G01 
 
 
1. Introduction 
 

Return-risk tandem is the essence of taking decisions. Achieving a balance between the two 
terms, meaning how much risk we can take in order to achieve the return, which however, is an 
extremely difficult process due to the complexity of factors influencing the divergent action. 
Meanwhile there can remain a significant dose of risk or of hidden return that cannot be identified 
at the moment of taking the decision, but which can be manifested during its process. In general, 
the risk factors leading to differences between what we expect and what we get are determined by 
the economic environment and the issuers of securities. The capital market is perceived both as an 
efficient market, dominated by reason, but also as a "casino room" where speculators intended to 
have immediate gains from the price differences.  
 
2. Theoretical background. Mathematical quantification of the attitude towards risk  
 

Whether the position of the investors is strategic or speculative, it is dominated by the attitude 
towards risk (Stancu, 2010). Accordingly, quantification using a mathematical function is highly 
complex, and if it is impossible it would have practical application. The difficulties of such an 
approach led to the development of a simplified model of the projected return [V (x)], whose 
function takes the form of a line. 

(x)βσE(x)V(x) 2+=  
The function of the final value is based on the investor subjectivity. The mathematical 

expectation of return [E (x)] is determined from the probable manifestation of different stages. The 
coefficient ß is the term for comparing individual attitudes towards risk with the marginal rate of 
substitution (RMS) of the last risk unit having a certain level of the expected return. Derivative of 
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the function V (x) with respect to return and risk indicates a negative correlation between return 
and marginal risk (RMS = - dV / dσ²), which means a dominant aversion attitude towards risk 
(Stancu, 2010).  

We take into consideration four alternatives of investment with the following characteristics: 
Indicators  

AX  BX  CX  DX  

 E(x) 8 8 15 7 

σ²(x) 16 64 64 25 

σ(x) 4 8 8 5 
 

The information given by the three indicators are conflicting (Vlad, 2015): 
• Expected return indicates alternative Xc as the most appropriate to increase the final wealth; 
• Standard dispersion and deviation point out alternative XA as the less risky and having the 

lowest deviation from the actual return to the expected return; 
• alternative XB has a disproportionate ratio between return and risk as compared with 

alternative XA; 
• alternative XD is not marked by any indicator. 
 
Table no 1. Alternatives matrix of equivalence 

 
AX  BX  CX  DX  

AX   
 

β = 0 
8)V(x)V(x BA ==  

β = - 0,14 
AVx = 5,75 

CVx =6,04 

β = + 0,11 
AVx = 9,76 

DVx =9,75 

BX  β = 0 
8VxVx BA ==  

 
 

It cannot be 
mathematically 
compared  

β = - 0,025 
BVx = 6,4 

DVx =6,38 

CX  β = - 0,14 
AVx = 5,75 

CVx =6,04 

It cannot be 
mathematically 
compared 

 
 

β = - 0,20 

CVx = 2,2 

DVx =2 

DX  β = + 0,11 
AVx = 9,76 

DVx =9,75 

β = - 0,025 
BVx = 6,4 

DVx =6,38 

β = - 0,20 

CVx = 2,2 

DVx =2 

 
 

 
Source: (Vlad, 2015) 

 
Combining the alternative two by two, there result six possible combinations with different 

values for β, which match different risk behaviours. 
 β = 0 occurs for the pair (A, B): 8 + 8 + β × β × 16 = 64 ⇒  β = 0 

The only criterion taken into account is that of return, notwithstanding the attached degree of 
risk and therefore the final amount of wealth will be equal to the marginal expected return: 

Expected Return (β) = RMS 
This behaviour is typical for the investor with a neutral attitude towards risk. As the returns are 

equal for both alternatives, the investor can choose either of them: 8E(x))V(x)V(x BA ===  
 β <0, occurs for the pairs (A, C) of -0.14; (B, D) of -0.025 (C; D) of - 0.20. 

For negative values of coefficient β there can be determined the lowest values of final wealth as 
a big attention is paid to the risk at the expense of return. 

Expected Return (β) <RMS 
 

“Ovidius” University Annals, Economic Sciences Series 
Volume XX, Issue 1 /2020

1071



Sacrificing the return is a typical risk-adverse behaviour that avoids taking risks. The question is 
whether risk-adverse decision-maker takes as exclusive criterion for assessing the lowest risk 
possible. Analysis of the pair (A, C) shows that, although the alternative C is the most risky, its 
expected value of 6.04, is higher than of alternative A, namely 5.75, which means that to some 
extent the ration return-risk is also taken into account for this type of behaviour. 
 β > 0, the example is given for the pair (A, D) of +0.11. 

The higher expected value, of 9,76, is assigned to Project A, superior to the other combinations 
of the matrices. And the competitor Project D, is quoted with a superior expected value of (9.75) 
than any other project with negative or zero β. 

Expected Return (β)> RMS 
Positive β is typical for the risk-seeker behaviour that deliberately assumes high risks, and final 

value is estimated based on higher expected return based on the hidden potential of the investment 
project. 

In conclusion, the behaviour towards risk is assessed as it follows [2]: 
 

0 < β > RMS - risk-seeker 
0 = β = RMS – neutral 

0 > β < RMS - risk-adverse 
Summarizing, the interpretation of the function is the following: increasing the attached risk by 

a unit triggers for the risk-seeker behaviour the increase of the return with value of β, and for the 
risk-adverse behaviour the decrease with the value of the coefficient.  

 
3. Preferences determined by individual attitude towards risk 
 

It is interesting to analyse the preferences of these three categories of investors judged by 
individual attitude towards risk. 

 
Table no. 2. Ranking order of the investment projects 

Attitudes towards risk 1 2 3 4 
risk-seeker ( β = 0,11) 

CVx = 22 BVx = 15 AVx = 9,76 DVx = 9,75 

neutral ( β = 0) 
CVx = 15 8VxVx BA ==  X 

DVx =7 

risk-adverse  ( β = - 0,14) 
CVx = 6,04 AVx =5,75 DVx =3,50 BVx = -0,96 

Source: (Vlad, 2015) 
 

Every investor prefers alternative C, which is characterized by the highest return and the 
greatest risk, the difference being given by assessments on the final value. Even if the expectations 
are different, the project will produce the same return for every investor and all of them will bear 
the same risk effects. The fact that there is the same preferences, broach the growth of aggregate 
demand in the market with consequences for the increase of the price of securities issued by Project 
C, which for an investor represents a decline of return or another manifestation of risk. Another 
aspect of the analysis concerns the limit up to which a risk-adverse investor is willing to sacrifice 
the return for reducing the risk or the limit up to which a risk-seeker investor assume the risk. For 
risk-adverse investor as minimum limit for the decrease of return can be accepted the limit that 
ensures the preservation of its assets, and for which of the variation of the function △ V (x) = 0.  

For given example the accepted alternatives of the maximum negative value of β are:                     
β (x A ) = - 0,5;    β (x B ) = - 0,12;     β (x C ) = - 0,23 ; β (x D ) = - 0,28 

Higher negative values of return would lead to the decrease of the final return, which is not 
acceptable for any rational investor, regardless of their degree of risk aversion behaviour. In the 
other case of risk-seeker behaviour, the risk cannot become the exclusive criterion for assessing an 
investment because it exceeds rational behaviour. We have to pay attention when we use this 
formula, as a positive β value increases the risk and leads to a high value of the function. 
Comparing the features of these three different projects, for β = 1, we obtain: 
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Alternatives   E(x) σ² V(x) 
A 15 64 79 
B 13 80 93 
C 10 90 100 

 
The expected value of V (x) proportionally increases with the risk, while the return is declining. 

A rational behaviour requires the proportional consideration of both risk and return. The linear 
utility function allows the understanding the necessary logic pattern for taking the decision and 
understanding of the factors taken into account. The manners of the investment behaviour can also 
be illustrated by other mathematical functions, such as a type of power:  β(Vx)U(Vx) = where β> 
1 and is the specific for the risk-seeker behaviour and 0 < β <1 is characteristic for the risk-adverse 
behaviour. 

 
4. Conclusions  
 

Profitability and risk analysis is ubiquitous in the literature.  
This article presents a mathematical model, in a simplified form, but with a practical 

applicability, namely that of the hoped-for-fortune whose function takes the form of a line. It starts 
from the idea that whatever position the innvestor adpts he has as his dominanance his attitude 
towards the effects of risk on the business. In the analysis of the possible alternatives the 
information provided by the indicators in the composition of the mathematical function can be 
consonant or contradictory..  

In principle, information is given about the most adequate return expectation for the increase of 
the final fortune, the dispersion and the standard deviation recommend as the least risky and with 
the smallest deviation of the effective return from the expected one, the alternatives that have a 
disproportionate ratio between prifitability and risk.  

Based on the formulated hypotheses, the equivalence matrix of the alternatives is constructed, 
which, by comparing the existing possibilities, gives rise to six possible combinations that register 
different values of the individual attitudes towards risk. Depending on value of this indicator 
compared to the marginal rate of substitution of the last risk unit, there are three groups of 
investors, depending on the approach to risk: riskophiles, risk neutral and riskophobes. Depending 
on this attitude they will guide their actions on the market. Apparently there may be an imbalance 
of supply and demand if the share of a category is the majority.  

Reality has shown that such a fact does not occur unless very rarely, there are other causes that 
can deviate from the normal course of the market.  
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Abstract 
 

Every day there are millions of opportunities to improve people’s lives by making better use of 
data. In the digital era, harnessing data can be the difference between staying ahead or falling behind.  

Most organizations are investing millions of dollars into digital transformation efforts, and yet, the 
majority of these initiatives are failing. Why? Because organizations are failing to create a Data 
Culture — the behaviors and mindsets that empower people to innovate and drive change with data. A 
growing number of enterprises are recognizing that turning data into information, knowledge, and 
insights requires a data culture. Data culture encompasses values, behaviors, and attitudes of 
executives and employees that promote and enable use of relevant data as the driving force of decision 
making. 

Tableau Software products are transforming the way people use data to solve problems. They make 
analyzing data fast and easy, beautiful and useful.  
 
Key words: tableau, effective management, process improvement, data culture, entrepreneurship 
J.E.L. classification: M10  

 
 
1. Introduction 

 
In the existing competitive environment, most of the companies are becoming of great significance 

as corporations rely more and more on the financial and strategic approaches of their leaders. 
Nowadays, the financial professionals are challenging a series of different responsibilities and risks. 
Their role starts with reporting the data on the past year’s activity, handling the present issues, and not 
least important taking decisions for the foreseeable future.  

The aim of this paper can be translated into identifying the way of how the entrepreneurs or 
management of an organization can make use of data to really make a difference and increase the 
efficiency in their overall business processes. In the actual environment, keeping up the pace with the 
new technology is key to finance professionals. Having the end goal of increasing the agility and 
efficiency levels within their organization, the finance leaders must be using various up-to-date tools 
that will provide real time data access and help the business to grow. It is now the most appropriate 
moment to demonstrate their entrepreneurial spirit by taking a journey of transforming their business 
and driving success into the near future. Better workplaces mean happier employees empowered to 
express their fullest ingenuity and creativity.  

There is always a need for change and data management makes no exception. Whether we are in 
the role of an entrepreneur or a manager, it is absolutely critical to be always informed of any up-to-
date solution and ready to have it integrated into daily activity. 

There is a true fact that most of the businesses focus on obtaining a competitive advantage. They 
are always trying to find something new in order to be able to keep their market share. Therefore, we 
must improve the internal operations of our entire organization. 
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2. Theoretical background 
 
The paper focuses on the essence of an effective data approach as an economical category through 

the perspective of implementing managerial activities in the current and long-term periods of 
organizations. A special attention is paid to the methods and tools of both entrepreneurial and 
managerial influences that ensure the effective functioning and development of organizations.  

All the organizations will need to have a data strategy in place, which is basically a plan for 
leveraging our company’s data to create business value. The cultural framework of using data has 
always been a priority within the companies, as informed decisions are based on that. Belissent & 
Leganza (2015) and Xu (2013), report firms that appoint a top executive responsible for data 
management have superior performance compared to peers.  

A modern solution like Tableau may be the key to unlocking big data’s potential through 
discovering insights but it is still just one of the critical components of a complete big data platform 
architecture. Putting together an entire big data analytics pipeline can seem like a challenge. The good 
news is that you do not need to build out the whole ecosystem before you get started, nor do you need 
to integrate every single component for an entire strategy to get off the ground. Tableau is a perfect 
match to the ability of moving data across different platforms, adjusting infrastructure according to 
customized demands.  
 
3. Research methodology 
 

In the preparation of this article, we have approached to collecting, analyzing and interpreting 
different types of information from different sources with the end goal of answering to our question on 
How Can the Companies Make their Processes More Efficient by Transforming the Way of Using their 
Data In Today’s Competitive Environment? From the viewpoint of objectives, our research can be 
classified as descriptive, as we attempted to describe different ways to learn about data, how should 
leaders manage it and what organizations need to do to survive and thrive in a competitive global 
market. Some things will never change, and enterprises, as well as other business leaders have learned 
that data analytics is the best way to answer business questions. In short, the organizations need to 
have a strategy for how they want to invest their most valuable asset, which is data. We have also 
combined the descriptive research to the correlational research, as we were interested in understanding 
the interdependence between a good data analytical approach and the organizational performance.  

Observation was one of our qualitative research methods and another method suited for our 
research goal was the interview with top managers within an organization and they have re-enhanced 
the importance of efficiently utilizing data, especially when they must take informed decisions. 

 
4. Findings 
 

Companies need regular, predictable, standardized data and formats, a data literate workforce and 
defined, documented and repeatable business processes to be truly effective, efficient and sustainable. 
The way organizations move to a more desirable data condition is through deliberate and focus use of 
a data strategy. As also mentioned in their book (Aiken et al, 2017) developing data strategies is the 
first step towards organizations becoming data-centric and managing their data as a strategic asset. 
Today, many organizations do not think of their data in this way, and they consequently develop one 
information technology solution after another, thinking each system will be the solution they have 
been missing. There are many cases in which the information technology department will produce 
automated solutions without proper guidance from the business subject matter experts as to how the 
problems should be resolved. Instead, leadership needs to realize the best practice, in other words that 
the ultimate solution is a human and system engineering combination that should be augmented by 
automation where it makes sense. When businesses begin to focus their work, process and 
technologies on data, they can more tightly integrate their work and better leverage their data to the 
benefit of the organization and its strategic intent. 
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It has been demonstrated that on average, nine out of ten organizations are facing significant legacy 
data challenges (Aiken & Gillensen, 2011) and when they face this problem, it is highly important to 
have a strategy behind. However, these organizations are quick to get involved with data warehousing, 
business intelligence, customer relationship management, master data management and other new 
business and technology initiatives without having any notion on how the organization needs to 
leverage those data assets towards a desired business outcome.  

Before the organization start making rules regarding data and its use, it is very important to 
establish an understanding of the value of that data. Integrating information into a balance sheet is not 
a trivial decision and the process behind doing so should be transparent, objective and repeatable. 
Instituting a process for accounting for the value of data has also other benefits, such as having a better 
control over organizational data (Van Rijmenam, 2014) and eventually people begin to make better 
use of it, treating it as a valuable asset. 

Among other solutions that exist on the market at the moment, “Tableau helps Finance departments 
make their organization’s most important decisions on how they spend their time and resources. And 
they use Tableau to make finance analysis and reporting more efficient, get more insights and value 
out of their financial data, and increase their organization’s focus on its strategy and objectives. That 
means lower costs, more revenue, and a better bottom line for the business. Please see below seven 
ways leading Finance departments are driving return on investment by using Tableau”. (Crook, 2019) 

• Efficiency Reporting – There is a great business value that an organization can get out of the 
automation and standardization we find in Tableau implementation.  

• Cost Avoidance – Tableau will make the business be more successful, bringing insight to the 
management group in real time, a proposal that will definitely improve operations.  

• Discovering Risk areas - Tableau helps the users connect to different sources of data and 
identify predictable risks.  

• Growth and Profitability Synthesis - A Chief Financial Officer (CFO) irrespective of the 
industry in which activates, will need to be able to easily analyze profit and loss data that serves in the 
strategic planning and decision-making and will also need to be able to identify which sections are 
most profitable, as well as what division has the highest growth rate. Tableau will help identify great 
performers or areas of opportunity by putting on all segments in dynamic quadrants.  

• Expense Reduction - Having Tableau implemented, a company’s finance team will be able to 
discover which are the key metrics for each cost center within the organization.  

• Revenue Forecasting – As we all know that not only pas data is important for our finance 
leaders, but also expected results help in the process of decision-making, Tableau allows the 
companies to combine different sources of data and reach the single source of truth. Tableau helps 
develop dashboards showing opportunities and challenges, based on the available data in less than a 
minute. 

• Cash Flow Management – Finance leaders are always interested in tracking the movement of 
funds in and out of the business either daily, weekly, monthly or quarterly. There are many useful 
questions that may arise, such as the following: Tableau is extremely useful for local or global cash 
management functions, by developing dashboards that will provide full visibility, easy access and 
control, so as the management will see the big picture, but also can drill down into the details.  

In the last couple of years, we have seen the positive impact of the Artificial Intelligence (AI) – a 
rapidly advancing technology and how users interact with the digital world and with each other. 
Machine Learning (ML) which is a particular approach to AI is more often used in products or 
services, however, there are some challenges to be considered when speaking about the users’ 
confidence in the Internet. There were developed different applications based on AI technology in 
several domains such as: education, transportation, healthcare, entertainment, public safety and service 
robots.AI together with the internet will extend the application in other fields and may become the 
new engine for global economic growth in the coming years.  

Tableau represents an innovator of Business Intelligence (BI) and was a leader on the market in the 
last couple of years, but market progressed as per Constellation Research (Henschen, 2019), we live 
“the era of Smart Analytics”.  
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Constellation (Henschen, 2019) “designate these ML- and AI-powered advances not as extensions 
of self-service analytics but as early signs of a new era of computer-assisted analytics. Smart 
capabilities complement human interpretive skills with computer processing power that can be 
harnessed to automate repetitive tasks and tackle complex calculations. Furthermore, ML and NL 
understanding augments the analytical skills of employees and customers.”  

Constellation Research (Henschen, 2019) “analyzes Tableau’s strengths and weakness on the 
background of four key categories: Smart Data Prep, Smart Discovery and Analysis, Smart Prediction, 
Natural Language Query.” 

 
Figure no. 1. Self-Service Analytics Era moves over to the ML- and AI Era 
 

 
Source: Constellation Research, June 2018, Updated March 2019 
 
Although there will be a change from the utilization of self -service to smart era, when it comes to 

the deployment of any of these technologies such as artificial intelligence (AI) or machine learning 
(ML), the following best practices will always occur:  

• Executive sponsorship – For the successful implementation of any project the support of 
someone who has influence and credibility in both the business sphere and IT has to be obtained. 

• Another key aspect is building a cross-functional team. Critical drivers in an effective 
deployment are business stakeholders, IT data science experts and software development team 
members.  

• Choose the most appropriate project. The best approach would be to start with small projects 
that will payoff notably soon. Then move up to greater projects, more time-consuming and riskier.  

• Move quickly. Nowadays, everything happens with the highest speed, therefore management is 
waiting to deliver fast results and it is non-negotiable their expectation.  

 
5. Conclusions 

 
Beyond data analysis, Chief Financial Officers (CFOs) are more and more preoccupied of data 

management challenges. In this category we may include the monitoring, storage and quality of data, 
important functions which will allow all processes operate more efficiently.  “The Four V’s of Big 
Data.19 The four V’s include volume (scale of data), velocity (analysis of streaming data), variety 
(different forms of data), and veracity (uncertainty of data)”. (IBM, 2013). 

Tableau represent the tool that can convert simple data into a viable insight, by creating dashboards 
and different ad hoc analyses in just a few clicks. It helps share the work with anyone and make an 
impact on the business. From the individual analyst looking at specific sales performance to the sales 
executives looking at overall performance in the pipeline and ability to hit targets that meet company 
goals, people everywhere use Tableau to see and understand their data. 
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To find more time and make a bigger impact in the financial analysis, we do not have to 
disseminate lots of spreadsheets and existing processes all together. Integrating all our data sources 
with visual analytics is easier than ever before. Tableau helps people see and understand their financial 
data, no matter how big it is or where it is stored. We can quickly connect, blend, clean, visualize and 
analyze our data the way we want– no programming skills required (Crook & Gleason, 2019). 
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