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Abstract

Maritime Spatial Planning (MSP) is considered a process by which public authorities analyze
and organize human activities in marine areas to achieve ecological, economic, and social objectives
and aim to identify and encourage multiple uses, under the legislation and relevant national policies
of the Member States. The purpose of this article is to analyze the stakeholders' perception grouped
in public entities of local interest and entities in education and research on the political, economic,
and social factors triggered by the trilogy Tourism - Underwater Cultural Heritage - Environmental
Protection in Constanta - 2 Mai. The analysis carried out in this study is based on data collected
from the stakeholders and took into account the statistical description of some elements from the
DABI catalogue, more precisely from the Drivers category that can promote or prevent the
implementation of the combination Tourism - Underwater Cultural Heritage - Environmental
Protection or may positively or negatively influence the implementation of this combination.

Key words: DABI, combination Tourism — Underwater Cultural Heritage — Environment, Romanian
coastal area, Maritime Spatial Planning (MSP)
J.E.L. classification: 020, R10

1. Introduction

Maritime Spatial Planning (MSP) has become a topic of great interest to maritime countries in
recent years and is considered in the broadest sense, as defined in Directive 2014/89/EU, as a process
by which public authorities analyze and organize human activities in marine areas to achieve
environmental, economic, and social objectives, the coastal and maritime sectors with significant
potential for sustainable growth. Thus, MSP is one of the key tools for achieving a sustainable “Blue
Growth” that promotes a collaborative and inclusive approach to the maritime economy (EASME,
2018, p.9), providing knowledge, legal and economic security (Salas-Leiton, Vieira and
Guilhermino, 2021, p.2). Regarding the 19 recital of the MSP Directive, maritime spatial planning
aims to identify and encourage multiple uses under the relevant national legislation and policies of
the Member States, as an important facilitator for encouraging the development of maritime sectors
(Schultz-Zehden, Weig and Lukic, 2019, p.134). Its ultimate goal is to encourage economic growth
related to the maritime sectors in a sustainable way (Frazao Santos et al, 2014, p.62).

Each Member State of the European Union shall draw up and implement, based on the legal
framework, a maritime spatial plan, being responsible and competent to design and determine the
format and content of the plan for its marine waters (Directive 2014/89/EU). In this context, the role
of the European Commission is to support these states, in their planning efforts, with concrete tools
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and funding sources. In this sense, Romania, in partnership with Bulgaria, is carrying out the
MARSPLAN BS-II project (2019-2021) which aims to develop a common MSP strategy that should
lead to the elaboration of maritime spatial plans for both countries in 2021. That is why all parties
involved must make a special effort to play crucial roles that will help build an inclusive and reliable
MSP (Salas-Leiton, Vieira and Guilhermino, 2021, p.2) because without an existing MSP, the
increased risk of spatial conflicts between the expansion of maritime uses, including the protection
of the marine environment, can lead to a suboptimal combination of growth and sustainability
(COM/2010/0771 final).

Thus, to achieve the objectives of the MARSPLAN BS-II project on maritime spatial planning
and to establish a long-term mechanism for cross-border cooperation in the Black Sea basin with
MSP, several precise tasks related to the development of maritime spatial planning plans in Bulgaria
and Romania have been carried out, namely:

e development of the joint MSP strategy for the cross-border area of Bulgaria and Romania,

addressing the concept of multiple-use (MU);

e ensuring the active participation of stakeholders in the national and cross-border MSP

process and the exchange of best practices on the Black Sea in Romania and Bulgaria.

In this regard, several analyses, studies, and researches on multi-use have been developed in
preparing the Black Sea Maritime Development Plan (MSP) (MARSPLAN - BS Projects; Stancheva
and Stanchev, 2020), in an integrative approach, as it is necessary for the MSP to facilitate cross-
border cooperation (Friess and Grémaud-Colombier, 2019, p.5).

2. Literature review

Maritime Spatial Planning (MSP) and the development of the multiple-use concept (MU) have
recently emerged as a tool for the efficient management of the multiple activities that take place in
the maritime space to achieve the goals of sustainable development. The idea of multiple-use (MU)
of marine space (Douvere and Ehler, 2009, p.79) has been promoted as a viable approach to effective
planning and mitigation of marine user conflicts (Onyango et al, 2020, p.77) and involves authorities,
economic operators and other stakeholders at different levels (Directive 2014/89/EU). The expected
benefits of such a coordinated approach to MSP inspire predictability and transparency throughout
the process (Abramic et al, 2018, p.24).

Multiple-use (MU) has been defined as “an intentional shared use of resources in close
geographical proximity”, an umbrella term covering a multitude of use combinations in the marine
field (MUSES project, 2016, p.14). In the literature related to multiple-use, several definitions and
terms have been developed that refer to different types of cross-sectoral interactions by referring to
ecological notions (Depellegrin et al, 2019, p.613). Thus, MU is defined by Kite-Powell (2017,
p-233) as the co-location of complementary maritime uses, Kyvelou and lerapetritis (2019, p.8)
emphasizing that co-location is a smart and attractive choice for marine planners and stakeholders.

Several European Union-funded projects have also provided models for combining coastal
activities in terms of economic potential and environmental impact (Munteanu, 2021, p.62). Various
uses in the maritime space have been promoted, such as tourism, renewable energy, fishing,
aquaculture, offshore energy, oil, and gas, uses relevant to local sea basin conditions. However, in
EU sea basins, MUs are at an early stage of development, and the existing ones are mainly related to
aquaculture and environmental protection, combined with fishing, tourism, and underwater cultural
heritage (Przedrzymirska et al, 2021, p.6). Thus, the following recommended multi-use combinations
were analyzed: Tourism — Fisheries — Environmental Protection, Tourism — Aquaculture, Tourism —
Underwater Cultural Heritage — Environmental Protection, Offshore Wind Farm — Tourism, Offshore
Wind Farm — Aquaculture, Offshore Wind Farm — Fisheries, Oil — Gas Decommissioning —
Repurposing, Offshore Wind — Marine Renewable Energy Generation, Wave Energy — Aquaculture
(Schultz-Zehden et al, 2018, p.40), the selected sectors being relevant for blue growth.

Within the MARSPLAN-BS-II project, the combination of Tourism — Underwater Cultural
Heritage — Environmental Protection (Marine Protected Areas) in the Romania-Bulgaria cross-border
area defined as the combination of tourist and recreational activities with the protection of underwater
archeological sites and adjacent marine ecosystems was analyzed.
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Coastal and maritime tourism is the most significant economic sector in the coastal zone due to
its activities and associated benefits, some tourism activities have an impact on other areas of activity.
The Romanian coastal area has a rich natural and cultural tourist potential, quite equally distributed
throughout its territory.

Underwater Cultural Heritage (UCH) is defined by the UNESCO Convention for the Protection
of the Underwater Cultural Heritage (2001) as all traces of human existence of a cultural, historical,
or archaeological nature (sites, structures, buildings, artifacts, and human remains, together with their
archaeological and natural context; ships, aircraft, other vehicles or any part thereof, cargo or other
contents, together with their archaeological and natural context; and prehistoric objects) that have
been partially or completely underwater, periodically or continuously, for at least 100 years.

Marine protected areas are a key component of integrated coastal and marine management. The
European Union promotes the development of the Natura 2000 network of protected areas as the
main tool for nature conservation; in Romania there are 9 sites of community importance belonging
to the marine and coastal area, being known that this area has special importance for the variety of
natural habitats and the diversity of flora and fauna.

As stated in the 19 recital of the European MSP Directive, the main purpose of maritime spatial
planning is to promote sustainable development and to identify the use of maritime space for different
maritime uses, as well as to manage spatial uses and conflicts in marine areas. Thus, to promote
sustainable development effectively, stakeholders, authorities, and the public must be consulted
because neglecting the crucial role and importance of local stakeholders in MSP can become an
obstacle rather than an opportunity (Laskowicz, 2021, p.15).

MSP reflects the paradigm shift from authoritarian governance to governance that includes
societal actors (Luhtala et al, 2021, p.1), as stakeholders generate important information in maritime
spatial planning decision-making on the complexity of human influence on marine resources. In their
paper, Dell’Ovo et al (2021, p.3) consider that in planning activities, the involvement of the public
and stakeholders in the decision-making process allows approaches that are no longer technocratic,
but rather participatory. Thus, the maritime spatial planning document, resulting from the
cooperation between central and local public administration authorities, in consultation with
academia and the scientific community, professional associations, the business community, and the
non-governmental sector, will be able to identify and regulate the spatial distribution of activities of
any kind, current, and future, in marine spaces.

3. Research methodology

The purpose of this article is to analyze the perception of stakeholders, namely public entities of
local interest and entities in education and research on certain drivers (political, economic, and social)
triggered by the trilogy Tourism — Underwater Cultural Heritage — Environmental Protection in the
Constanta - 2 Mai area.

To achieve the objectives of the MARSPLAN-BS-II project, a questionnaire was developed by
all partners involved under the coordination of the National Institute for Research and Development
on Marine Geology and Geoecology - GeoEcoMar. The questionnaire was applied online to MSP
stakeholders to collect the most up-to-date information and exploit the documented knowledge and
data.

The implementation team of the MARSPLAN-BS 1II project identified several potential factors
that promote or hinder the implementation of the studied combination. According to the DABI
(Drivers-Added values-Barriers-Impacts) methodology (Zaucha et al, 2016, p.1), the information
came from the office analysis, the DABI framework providing a systematic approach and a useful
tool for broad-spectrum mapping and analysis of factors relevant to the application of MU (Onyango
et al, 2020, p.90). Each of the 4 templates includes several factors grouped according to different
criteria that take into account key aspects of maritime spatial planning, such as policies,
administrative/legal issues, environmental and socio-economic constraints, technical capabilities,
and knowledge gaps. A semi-quantitative scoring system with 4 levels was applied when noting the
factors: high priority (+3); medium priority (+2); low priority (+1); absent or irrelevant factor (0).
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The empirical analysis in this article is based on data collected from stakeholders grouped into
two categories: “public entities of local interest” and “entities in education and research” and took
into account the statistical description of the elements in the DABI catalogue by selecting the
promoters factors category (Drivers). Data processing, systematization of results, and obtaining
indicators used for statistical analysis were performed using the Statistical Program for the Social
Sciences (SPSS).

4. Findings

For the analysis undertaken, from the statistical description of the elements from the DABI
catalogue, the category of factors related to policies and economic and social promoters was selected.

Table 1 shows the policy drivers that are mainly supported by the Maritime Planning Directive,
but also by other strategic documents.

Regarding the assessment of the two types of entities surveyed in terms of policy drivers, 63.2%
of them give high priority to the existence of strategic documents at the regional and Community
level for sustainable development, 28.9% a medium priority and 7.9% low, while for the support of
the Black Sea Commission through the strategic documents prepared 55.3% of the entities consider
it a high priority, 34.2% medium priority, 2.6% low priority and 7.9% do not know. The obtained
results reflect the fact that stakeholders are aware of the complex importance of national, sectoral,
and regional documents, strategies, and programs in line with the principles and practices of
sustainable development. It is well known that the European Union supports the promotion of
regional cooperation and sustainable development in the Black Sea region by annually allocating
funds to projects.

However, a ranking of policy drivers shows that almost 70% of the surveyed entities give high
priority to European directives on the marine environment (2014/89/EU, 2008/56/EC, and
92/43/EEC). It is obvious that 90% of education and research entities give high priority because they
are connected to regulations and have a fundamental application, while for public entities of local
interest these factors are of high interest in a proportion of 60%. The opinion of the interviewed
stakeholders is supported by the fact that EU marine directives establish a set of environmental
objectives and associated indicators, which must be taken into account when assessing the status of
the EU maritime space (Lillebg ef al, 2017, p.131), as MSP is considered an important tool for the
sustainable development of marine areas and coastal regions and the restoration of Europe's seas to
the optimum level of environmental health (Friess and Grémaud-Colombier, 2019, p.1).

Table no. 1 Promoting policy factors

Factor Scale Public Education Total
entities of and
local research
interest entities

D.1.1.1. The existence of strategic documents at Absent or 3 0 3

the regional and Community level for sustainable irrelevant 10.7% 0.0% 7.9%
development (e.g. The Blue Growth Strategy, factor

The Black Sea Strategic Research and Innovation Medium 9 2 11

Agenda, The South-East Development Strategy)  priority 32.1% 20.0% 28.9%

High 16 8 24

priority 57.1% 80.0% 63.2%

D.1.1.2. The support from the Black Sea Absentor 2 1 3

Commission through the strategic documents irrelevant 7.1% 10.0% 7.9%
developed (e.g. The Strategic Action Plan). factor

Medium 11 2 13

priority 39.3% 20.0% 34.2%

High 14 7 21

priority 50.0% 70.0% 55.3%

Low 1 0 1

priority 3.6% 0.0% 2.6%



“Ovidius” University Annals, Economic Sciences Series
Volume XXI, Issue 2 /2021

D.1.1.3. Directive 2014/89/EU of the European Absent or 3 0 3
Parliament and Council on 23rd July 2014 irrelevant 10.7% 0.0% 7.9%
establishing a framework for maritime spatial factor
planning. Medium 7 1 8
priority 25.0% 10.0% 21.1%
High 17 9 26
priority 60.7% 90.0% 68.4%
Low 1 0 1
priority 3.6% 0.0% 2.6%
D.1.1.4. Directive 2008/56/EC of the European Absent or 3 0 3
Parliament and Council on 17th June 2008 irrelevant 10.7% 0.0% 7.9%
establishing a framework for Community action factor
in the field of marine policy ("Marine Strategy" Medium 7 1 8
Framework-Directive) priority 25.0% 10.0% 21.1%
High 17 9 26
priority 60.7% 90.0% 68.4%
Low 1 0 1
priority 3.6% 0.0% 2.6%
D.1.1.5. Council Directive 92/43/EEC on 21st Absent or 3 0 3
May 1992 on the conservation of natural habitats irrelevant 10.7% 0.0% 7.9%
and wild fauna and flora factor
Medium 6 1 7
priority 21.4% 10.0% 18.4%
High 19 9 28
priority 67.9% 90.0% 73.7%

Source: Own processing

Ensuring viable, long-term economic operations provides socio-economic benefits for all
stakeholders in the Black Sea coastal area, without neglecting the optimal use of environmental
resources.

Regarding the economic drivers, public entities of local interest and education and research
entities attach less importance than the previous factors, because a small number of the surveyed
stakeholders are involved in economic activities in the coastal area (Table 2).

Thus, according to the analysis based on the questionnaire, regardless of the type of entity, the
increased demand for diving activities in submerged sites/wrecks due to the increased interest of
divers and tourism operators is perceived by only 34.2% as a high priority, 47.4% as an average
priority, 10.5% as a low priority, and 7.9% said they did not know. Although it is quite an expensive
economic activity, the diving activity in the Black Sea is more and more requested by those who are
passionate about adventure, exploration and who want to live new experiences in a totally different
environment from the daily one.

Although coastal attractions have made coastal tourism one of the fastest-growing areas of
contemporary tourism in the world (Chen, Kim, and Mueller, 2021, p.1), the growing interest in
diversifying the tourism sector (e.g. new tourism offerings) is appreciated by 42.1% of the entities as
a high priority, by 47.4% as a medium priority, by 2.6% as a low priority, and 7.9% do not know.
This opinion of the stakeholders is supported by the fact that, in coastal tourism, the water/sea
element is prevailing and is considered to be the main advantage (Papageorgiou, 2016, p.45).

Also, the existence of initiatives and the demand for the extension of the tourist season by carrying
out other recreational activities in the coastal area is perceived by only 44.7% of entities as a high
priority, 39.5% consider it a medium priority, 10.5% low priority, and 5.3% I do not know. Tourism
in the Romanian coastal area is one of the most important economic activities and, although it is
seasonal, it is an important source for generating jobs, income, and better living conditions. The
option of extending the summer season through smart investments in tourism infrastructure can add
extra value.

Increasing eco-tourism options as opportunities for blue growth is considered a high priority by
55.3% of the surveyed entities, 31.6% consider it a medium priority, 5.2% low priority, and 7.9% do
not know. Stakeholders' opinions on the development of the blue business are supported by the fact
that maritime spatial planning (MSP) affects the premises of business operations in marine and
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coastal areas (Luhtala et a/, 2021, p.2) and may eventually lead to streamlined processes, ultimately
generating negative economic effects on businesses and communities (Schultz-Zehden, Weig and
Lukic, 2019, p.135). Despite these considerations, however, 70.0% of education and research entities
opt for a high priority for blue growth in the study area.

The increase in the number of target groups interested in visiting the sites of Underwater Cultural
Heritage and Marine Protected Areas is estimated by 50.0% as a high priority, 39.5% a medium
priority, 2.6% low priority, whereas 7.9% do not know. From the data analysis, it is observed that
there is interest from the entities regarding the development of tourism with the maintenance of
essential ecological processes that contribute to the conservation of natural heritage and biodiversity,
this being a key element in the sustainable development of the Romanian coastal area.

Table no. 2 Economic promoting factors

Factor Scale Public Education Total
entities of and
local research
interest entities
D.1.2.1. The increased demand for diving Absent or 3 0 3
activities in submerged sites/wrecks due to irrelevant 10.7% 0.0% 7.9%
increased interest from divers and tour factor
operators. Medium 12 6 18
priority 42.9% 60.0% 47.4%
High 10 3 13
priority 35.7% 30.0% 34.2%
Low 3 1 4
priority 10.7% 10.0% 10.5%
D.1.2.2. The increased interest in diversifying Absent or 3 0 3
the tourism sector (e.g. new tourist offers). irrelevant 10.7% 0.0% 7.9%
factor
Medium 13 5 18
priority 46.4% 50.0% 47.4%
High 11 5 16
priority 39.3% 50.0% 42.1%
Low 1 0 1
priority 3.6% 0.0% 2.6%
D.1.2.3. The existence of initiatives and demand = Absent or 2 0 2
for the extension of the tourism season by irrelevant 7.1% 0.0% 5.3%
carrying out other recreational activities in the factor
coastal area. Medium 9 6 15
priority 32.1% 60.0% 39.5%
High 14 3 17
priority 50.0% 30.0% 44.7%
Low 3 1 4
priority 10.7% 10.0% 10.5%
D.1.2.4. Increasing eco-tourism options as Absent or 3 0 3
opportunities for blue growth (Blue Growth). irrelevant 10.7% 0.0% 7.9%
factor
Medium 9 3 12
priority 32.1% 30.0% 31.6%
High 14 7 21
priority 50.0% 70.0% 55.3%
Low 2 0 2
priority 7.1% 0.0% 5.3%
D.1.2.5. Increasing the number of target groups Absent or 3 0 3
interested in visiting the sites of the Underwater irrelevant 10.7% 0.0% 7.9%
Cultural Heritage and Marine Protected Areas.  factor
Medium 11 4 15
priority 39.3% 40.0% 39.5%
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High 13 6 19
priority 46.4% 60.0% 50.0%
Low 1 0 1
priority 3.6% 0.0% 2.6%

Source: Own processing

Regarding the social drivers (Table 3), 60.5% of public entities of local interest and education
and research entities consider that increasing the interest in promoting and protecting the underwater
cultural heritage and Marine Protected Areas is a high priority, 26.3% a medium priority, 5.3% low
priority and 7.9% don't know. Given the tourism potential of the coastal zone, there is a need to raise
awareness of the attractiveness of this tourism product, to increase the number of tourists and thus
the revenue generated provided that the ability of marine ecosystems to respond to human-induced
changes is not compromised, as MSP aims to reduce or avoid conflicts between a variety of economic
and non-economic functions (EASME, 2018, p.6).

The ability to identify new itineraries with multiple interconnections with land and coastal
historical sites, creating opportunities for socio-economic growth of the study area (e.g. connections
with History Museums) is appreciated by 50.0% of entities as a high priority, of 34.2% a medium
priority, of 7.9% low priority, whereas 7.9% do not know. Although it is considered that even if UCH
is a resource of great socio-cultural value and has very few direct or extractive uses of economic
importance (Papageorgiou, 2018, p.201), stakeholders still appreciate that Romania's underwater
cultural heritage can be highly capitalized for tourist purposes.

Table no. 3 Social promoting factors

Factor Scale Public Education Total
entities of and
local research
interest entities
D.1.3.1. Increasing the interest in promoting Absent or 3 0 3
and protecting underwater cultural heritage irrelevant 10.7% 0.0% 7.9%
and Marine Protected Areas. factor
Medium 6 4 10
priority 21.4% 40.0% 26.3%
High 17 6 23
priority 60.7% 60.0% 60.5%
Low 2 0 2
priority 7.1% 0.0% 5.3%
D.1.3.2. The possibility to identify new Absent or 3 0 3
itineraries with multiple interconnections with  irrelevant 10.7% 0.0% 7.9%
terrestrial and coastal historical sites, creating factor
opportunities for socio-economic growth of Medium 10 3 13
the study area (for example, connections with  priority 35.7% 30.0% 34.2%
the History Museums) High 12 7 19
priority 42.9% 70.0% 50.0%
Low 3 0 3
priority 10.7% 0.0% 7.9%
D.1.3.3. Clusters, NGOs, groups of volunteers ~ Absent or 4 0 4
existing in the study area, with activities in the irrelevant 14.3% 0.0% 10.5%
respective fields. factor
Medium 9 4 13
priority 32.1% 40.0% 34.3%
High 12 5 17
priority 42.9% 50.0% 44.7%
Low 3 1 4
priority 10.7% 10.0% 10.5%
D.1.3.4. Development of local museums, Absentor 3 0 3
tourist and cultural information centers, irrelevant 10.7% 0.0% 7.9%
factor
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exhibitions on the history of the Black Sea, Medium 9 5 14
and opportunities for exploration and diving.  priority 32.1% 50.0% 36.8%
High 12 5 17
priority 42.9% 50.0% 44.7%
Low 4 0 4
priority 14.3% 0.0% 10.5%

Source: Own processing

Regarding the clustering factor, NGOs, existing groups of volunteers in the study area, with
activities in the respective fields, 44.7% of the surveyed entities consider that their existence is a high
priority, of 34.3% a medium priority, of 10.5% low priority, whereas 10.5% do not know. Studies on
the involvement of the non-governmental sector (Zervak, 2019, p.241) have shown that the
contribution of NGOs varies from providing expertise, conducting fieldwork, and participating in
monitoring and evaluation activities, to facilitating public participation by conducting campaigns,
with the ability to mobilize volunteers.

The development of local museums, tourist and cultural information centers, exhibitions on the
history of the Black Sea, and opportunities for exploration and diving are appreciated by 44.8% as a
high priority, 36.8% a medium priority, 10.5% low priority, and 7.9% do not know. Stakeholders
understand that creating an information network is a major promotional tool to spread the message
of hospitality to tourists, while providing them with accurate information to assist them in guiding
and assessing their destination, stakeholder engagement depending on the local and national context,
especially the existing planning culture and the specificity of the planned maritime area (Zaucha and
Kreiner, 2021, p.9).

As aresult of the analysis, it is found that the involvement of stakeholders facilitated the collection
of relevant information on the multiple-use implementation (MU) in MSP, education, and research
entities being well anchored in the economic and social realities of the Romanian coastal area.

5. Conclusions

The studies conducted (Abramic et al, 2018, p.24) on Maritime Spatial Planning (MSP) and the
development of the concept of multiple-use (MU) confirm the benefits of the public and all
stakeholders' participation in the process by reducing conflicts, encouraging investment and
increasing cooperation between administrations, as gathering stakeholders' views on the stated
positive and negative effects of the MU combination is important.

Combining coastal activities in terms of economic potential and environmental impact requires
predictability. Bonnevie, Hansen, and Schrader (2019, p.1) point out that maritime spatial planning
(MSP) has gained attention as a planning framework that takes into account cross-sectoral
compromises with an interdisciplinary and transparent approach that includes stakeholder
involvement, representing a challenging mission. Moreover, to more easily integrate the concept of
multiple-use in MSP Kyvelou and lerapetritis (2019, p.14) indicated a broad definition of MSP: a
“complex, multidimensional process specific to the marine management context between multiple
users, led by technological, financial, socio-economic, cultural, environmental and governance
factors - which should be nurtured by the planning, engineering, governance and management
disciplines - to achieve an integrated, adaptive, transparent spatial planning process, coordinated,
innovative and coherent, with limited exclusive rights, at sea and in the oceans ”, which denotes the
complexity of this process.

Thus, even if the importance of tourism activity in the Romanian coastal area is overwhelming
for local development, nevertheless viable solutions must be found for an economic development
based on the sustainable use of natural resources.
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Abstract

The European Maritime Spatial Planning Directive 2014/89/EU requires that to promote
sustainable and integrated development and to optimally manage human activities at sea, land-sea
interactions (LSI) should be taken into account. In the context of preparing the national maritime
spatial plan, this study analyzes the perception of stakeholders in Maritime Spatial Planning (MSP)
regarding the most important interactions and the reciprocal impact of the land and sea in the Black
Sea area for maritime fishing activities, aquaculture, coastal fishing, agriculture and animal
husbandry. The analysis was based on a questionnaire answered by 51 stakeholders with activities
in sectors relevant to the use of marine space and carried out at different levels -
international/national/local -, stakeholders being entities such as authorities, economic operators,
non-governmental organizations, universities, and research institutes.

Key words: Land—Sea Interaction (LSI), fisheries and agriculture domains, stakeholder, Black Sea,
Maritime Spatial Planning (MSP)
J.E.L. Classification: 020, R10

1. Introduction

In the European Union, maritime spatial planning (MSP) is considered an important tool for the
sustainable development of marine areas and for ensuring the sustainable coexistence of uses and,
where appropriate, the proper distribution of maritime space between the intended uses, the member
States must draw up and implement a maritime spatial planning plan (Directive 2014/89/EU).

In Romania, the European Maritime Spatial Planning Directive 2014/89/EU is currently being
implemented by Law no. 88/2017, approved by Government Ordinance no. 18/2016 on the
arrangement of the maritime space. Article 14 para. (1) of H.G. no. 436/2018 defines the maritime
spatial plan as a strategic document of a managerial and regulatory nature, which identifies the spatial
and temporal distribution of current and future activities and uses in marine waters and establishes
the general framework for sustainable and integrated development of different sectors in marine
waters.

To support the implementation of Directive 2014/89/EU of the European Parliament and the
Council establishing a framework for maritime spatial planning, the European Commission has
approved and funded the project “Cross-border Maritime Spatial Planning for Black Sea - Bulgaria
and Romania (MARSPLAN- BS-II)” which aims to support coherent activities on maritime spatial
planning in the Black Sea cross-border area - Romania, Bulgaria. A requirement of the MSP
Directive (2014/89/EU) is that the Member States of the European Union should take into account
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land-sea interactions (LSI) when preparing their maritime spatial plans. The report “Maritime Spatial
Planning Conference: Addressing Land-Sea Interactions” in Malta (DG MARE, 2017) stated that the
options for addressing LSI may be different in MSP, with each Member State having to decide
individually on possible ways to address LSI when conducting MSPs, but should also consider cross-
border context and issues.

On the other hand, the inherent complexity of offshore planning, called maritime spatial planning
(MSP), requires a planning approach in which science - data and evidence - and stakeholders - their
commitment and involvement - are integrated throughout the planning process (Jean ef al, 2018, p.1).
Thus, the MARSPLAN-BS-II project explores the possibilities of identifying and analyzing
important aspects of land/sea interactions (LSI) for the Romanian coast and in the Black Sea, in the
cross-border region of Bulgaria and Romania, through the public consultation of relevant authorities.

This study analyzes the perception of MSP stakeholders regarding the most important interactions
and the reciprocal impact of land-sea in the study area for sea fishing, aquaculture, coastal fishing,
agriculture, and animal husbandry.

2. Literature review

Maritime Spatial Planning (MSP) is an integrated framework to support the sustainable
development of activities while seeking to increase efforts to conserve the marine environment
(Dupont et al, 2020, p.1). It is a public process of analyzing and allocating the spatial and temporal
distribution of human activities in marine areas to achieve the ecological, economic, and social
objectives that have been specified through a political process (Directive 2014/89/EU). Thus, the
imperative for using a multidisciplinary approach to maritime spatial planning comes from the nature
of marine space as a multidimensional concept that requires a vision of many scientific disciplines
and types of knowledge (Ehler, Zaucha, and Gee, 2019, p.2).

Maritime Spatial Planning (MSP) should aim to "integrate the maritime dimension of some users
or coastal activities and their impact and, ultimately, allow for an integrated and strategic vision". In
this regard, eight of the most typical marine development sectors of land-sea interaction (LSI) have
been identified to be considered in the MSP process: aquaculture, desalination, fisheries, marine
cables and pipelines, minerals and mining, ports and shipping, tourism, and coastal recreation,
offshore energy (European Commission, 2018, p.1).

At the EU level, the Common Fisheries Policy (CFP) guarantees that fishing and aquaculture
activities ensure long-term sustainable environmental conditions and are managed consistently,
taking into account the objectives of achieving economic, social, and labour force employment
benefits, to contribute to the availability of food supply (Article 2 of Regulation (EU) No 1380/2013).
At the same time, the development of the agricultural sector is strongly influenced by the European
Union's Common Agricultural Policy (CAP), as agriculture has a special status in Europe.

Marine resources play a vital role in social and economic development, and industries such as
fishing and agriculture benefit from them (Ansong, Gissi, and Calado, 2017, p.65), MSP offering a
much more promising approach to implementing ecosystem-based management (Crowder and
Norse, 2008, p.772). In this context, the fields of fishing and agriculture, basic economic activities
in the Romanian coastal area, require balanced and integrated management, because the sustainable
development of the Romanian Black Sea coastal area is a complex and sensitive issue that must take
into account the interactions between economic, environmental, and social factors (Stan, 2014, p.56;
Filip, Stan, and Vintila, 2016, p.524). Moreover, the coastal area must be seen as a multifaceted
concept and which, in addition to the mentioned dimensions, also has a territorial one (Petrigor, 2014,
p-27; Munteanu, 2020, p.973). Practically the concept of sustainability covers all areas and sectors
in which a development process takes place (Petrisor, 2017, p.144).

The economic activities of fishing and aquaculture, as well as agriculture, represent a socio-
economic necessity for the sustainable development of the Romanian coastal area. Fishing is the
activity of extracting living aquatic resources from natural fish habitats, in compliance with measures
for the protection, conservation, and regeneration of living aquatic resources; aquaculture deals with
the growth or cultivation of aquatic organisms using techniques designed to increase the production
of the organisms concerned beyond the natural capacity of the environment, in a framework in which
those organisms remain the property of a natural or legal person throughout the growing/cultivation
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and harvesting period, while agriculture is concerned with the cultivation of plants and the raising of
animals to obtain food and raw materials.

In the Black Sea coastal area, on the Danube and in the Danube Delta, an important part of the
population has as its traditional activity fishing, which has both a social and economic role and
provides food resources. Also, agriculture and animal husbandry are a traditional sector in Constanta
County, while for Tulcea County only agriculture continues to be the main branch of the economy,
especially in rural areas; although fish farming and aquaculture have a high potential for
development, they are ahead of agriculture. All these activities involve several relevant actors:
fishermen, aquaculturists, farmers, animal breeders, processors, farmers, cooperatives, companies.

There are studies and analyses in the literature that examine fishing in the context of MSP,
focusing on the relationship between MSP and fishing, the involvement of fishermen in MSP, and
tools that can help integrate fishing into MSP (Psuty et al, 2021, p.1). Other studies show that relevant
agricultural stakeholders can create an integrated European cross-sectoral and multidisciplinary
maritime policy (Salomon and Dross, 2013, p.144).

To be able to identify the important aspects of land / sea-land interactions (LSI) for the coastal
and maritime area of the Black Sea to develop and implement the maritime spatial plan, the
involvement of relevant stakeholders is necessary. Recent studies (Zaucha and Kreiner, 2021, p.1)
have shown that there are many benefits of stakeholder involvement in the effectiveness of the MSP
process, as expert consultation or involvement can be integrated into the complex process of spatial
planning (Calado et al, 2021, p.2). Intuiting the importance of agriculture, fisheries, and aquaculture
from an economic point of view, to get a clear picture of how companies in this field achieve their
intended purpose and contribute to the economic benefit of the area, a series of studies (Aivaz, 2021a;
Aivaz, 2021b; Aivaz, 2021c) performed structural and dynamic analyzes of the most important
financial indicators of results.

3. Research methodology

The research aims to assess the perception of stakeholders regarding the interactions between land
and sea in the Romanian coastal area of the Black Sea in terms of their priorities, to identify relevant
issues in the fields of fisheries and agriculture which must be taken into account in maritime spatial
planning in the Black Sea.

To achieve the research objectives we used a questionnaire, the variables-questions aimed at
clarifying the aspects that include the two components related to (1) interactions with impact from
shore to sea and (2) interactions from sea to land and refers both to economic activities as well as
natural phenomena and processes. Within the MARSPLAN II project, the questionnaire was
developed by the representatives of the National Institute for Marine Research and Development
"Grigore Antipa" and was applied and interpreted by the representatives of Ovidius University of
Constanta. The questionnaire was applied online to stakeholders, who are both public and private
entities.

The grouping of the variables in the questionnaire was carried out according to the scale at which
the activity of the participating organization takes place: international, local and national. From a
methodological point of view, the assessment of how terrestrial developments influence and support
marine developments and how they have an impact on the environment was carried out for each
activity in the field of fisheries and agriculture by setting priorities grouped into 3 categories:
ecological priorities, economic priorities, and social priorities. For each answer, in our case, the
assessment of the priority by the entity in question, we used a scale from 1 to 5 with the following
meanings: Maximum (score 1), Medium (score 2), Low (score 3), Non-existent (score 4) and I don't
know /I don't answer (score 5). Data processing, systematization of results, and obtaining indicators
used for statistical analysis were performed using the Statistical Program for the Social Sciences
(SPSS).
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4. Findings

For the analysis undertaken in this study, questions from marine or coastal fisheries, aquaculture,
and agriculture and animal husbandry were selected from the complex questionnaire for stakeholders
covering all coastal activities. All these activities are, according to the CANE classification, part of
a compact field of activity entitled "Agriculture, forestry, and fishing".

The questionnaire was answered by 51 stakeholders from sectors of activity relevant for the use
of marine space whose activity is carried out at different levels - international/national/local -, the
stakeholders being entities such as authorities, economic operators, non-governmental organizations,
universities, institutes of research, public companies, etc.

Having up-to-date information and understanding the specifics of sea fishing activities are key
components and key elements in maritime spatial planning (MSP). Marine fishing is carried out along
the Romanian coastline and is limited to the marine area located up to the isobath of 60-70 m and on
the seaside of the Danube Delta Biosphere Reserve.

According to the data analysis, regardless of the scale at which the organization operates, sea
fishing is considered an ecological priority of the highest level by 56.9% of the entities, while 29.4%
consider it a medium priority, 3.9% low, and 9.8% do not know. The high score given to this criterion
is because fishery resources in European inland waters are in continuous decline, as a result of habitat
degradation and overexploitation through fishing, the Romanian coastal area being an area of great
ecological importance, because some of the most productive habitats are concentrated there. In
Romania, the analysis carried out for the Aquaculture and Fisheries Program 2021-2027 confirms
that the precarious state of the Black Sea stocks endangers the sustainability of commercial fishing
and the entire ecosystem.

Regarding the extent to which the surveyed entities consider fishing as an economic priority, the
following scores resulted: 58.8% High, 29.4% Medium, 3.9% Low, and 7.9% Not Known. From an
economic point of view, this sector includes commercial fishing activities, fishing vessel activities,
fish processing, and preservation activities, with a high degree of relevance for the development of
fishing communities and it is not surprising why almost 60% of the surveyed entities considered this
activity to have a high economic impact. Among the economic problems raised by them, most of
them refer to the underdeveloped infrastructure represented by fishing ports with non-specialized
berths, inadequate storage spaces, as well as the lack of suitable locations for organizing the first sale
of fish, that of the direct producer.

Regarding the appreciation of sea fishing as a social priority, the following scores resulted: 43.1%
High, 35.3% Medium, 7.8% Low, and 13.7% Not Known. The high score given to this criterion is
because a large number of people from coastal localities work and depend on income from this sector,
thus providing the necessary livelihood. People working in related sectors, such as fish processing,
ship maintenance, and tourism, also indirectly depend on this area of sea fishing.

Figure no. 1. The extent to which sea fishing can be considered a priority depending on the scale at which
the organization operates
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Although aquaculture is the fastest-growing food industry in the world, its development is largely
conditioned by the existence of a coastal area close to the coast. The biggest problems they face are
the lack of clear planning policies and strategies at both the European Union and national levels.
Hence, it is necessary to develop a maritime planning strategy that can identify suitable sites for the
expansion of aquaculture, without compromising areas important for biodiversity and other socio-
economic uses in the region (Venier et al, 2021, p.2).

The aquaculture activity confirms its importance in the Romanian coastal area by the fact that
large areas are concentrated for its development, the potential of the field being supported by the
existence of resources from the Danube Delta and the Black Sea. Although marine aquaculture, called
mariculture, is a recent activity in the Black Sea, the potential economic benefits have made it
necessary to know the perception of stakeholders on this activity for its future development and to
minimize possible conflicts.

Regarding aquaculture, regardless of the scale at which the activity of the organization is carried
out, 56.9% of the entities considered it a high ecological priority, 25.5% average, 3.9% low and
13.7% said that they do not know. Stakeholders believe that ecologically conserving marine
biodiversity requires special attention, even if the activity has a high potential for economic growth.

The distribution of the results regarding the assessment of the economic priority of aquaculture is
as follows: 51.0% of the entities consider it a high priority, 29.4% average, 3.9% low and 7.9% stated
that they do not know. One of the directions that should be taken into account in the development
programs, to cover the demand for cultivated species in Romania and maximize the production
potential, is to support the growth and diversification of production, especially from local
ichthyofauna species, including mariculture.

Regarding the appreciation of aquaculture from the perspective of social priorities, the following
relative sizes resulted: 33.3% of the entities consider this category to be with high social priority,
41.2% average, 9.8% low and 15.7% do not know. The role of the social component of this activity
must be emphasized because aquaculture is one of the directions that will drive the balanced
development of rural and coastal areas.

The Aquaculture and Fisheries Program 2021-2027 mentions and encourages investments in
sustainable aquaculture infrastructure, as it recognizes its potential to contribute to sustainable
development, food security, economic growth, and employment.

Therefore, the inclusion of the views of the stakeholders in the maritime spatial planning activity
is essential, as it provides investors with certainty in avoiding conflicts, so that all actors involved
enjoy the ultimate goal - sustainable development.

Figure no. 2. The extent to which aquaculture can be considered a priority depending on the scale at which
the organization operates
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The fishing activity in the coastal lakes from the Romanian coastal area takes place in the Razim-
Sinoe lagoon complex, the Tasaul-Gargalac lake complex, the Siutghiol-Tabacarie lake complex, the
Agigea, Techirghiol, Costinesti, Tatlageac lakes, the swamps near Mangalia, important areas in the
natural ecosystem.

The guidelines analysis of the stakeholders regarding the fishing activity in the coastal lakes is
necessary for the maritime spatial planning because this is an activity with a long tradition, an
important part of the population having as its traditional activity the fishing.

According to the data analysis, regardless of the scale at which the organization operates, fishing
in coastal lakes is considered an ecological priority, the distribution of scores being as follows: 45.1%
of entities consider it to have high priority, 31.4% average, 11.8% low and 11.7% do not know.
Coastal lakes are most severely affected by human activities, with severe pressures leading to the
deterioration of aquatic ecosystems over time. In this regard, the management of waste, including
that generated by commercial or recreational fishing activities, the use of prohibited or non-selective
fishing methods, non-recovery of lost gear, etc. these are issues that should be put on the agenda of
decision-makers.

Fishing in coastal lakes is considered an economic priority by the interested entities in the
following structure: 39.2% of them consider it a high priority, 39.2% medium, 9.8% low and 11.8%
do not know. Most of the responding stakeholders consider fishing in coastal waters as having a high
economic priority, due to the existence of living aquatic resources which have a high economic value
and can generate added value. However, the seasonal nature of coastal fishing cannot provide a
permanent source of income for traditional fishing communities, which severely limits interest in
this activity.

Fishing in coastal lakes is considered a high social priority by 25.5% of stakeholders, 43.1%
consider it a medium level, 15.7% low and 15.7% do not know. In coastal lake communities,
especially in rural areas, fishing is a subsistence activity, so it is necessary to protect coastal fishing
communities.

Figure no. 3. The extent to which fishing in coastal lakes may be considered a priority depending on the
scale at which the organization operates
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Agriculture, which covers about 40% of the European Union's land area, is considered to be the
main driver of environmental degradation. It is well known that agriculture and animal husbandry,
represented by cattle, pigs, sheep, poultry, have an important contribution to the economic growth of
the area and serve as a driving force for the sustainable economic development of the Romanian
coastal area.
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For the coherence of maritime spatial planning, it is necessary to collect data from users or
terrestrial activities in the coastal zone because both agriculture and biodiversity conservation are
necessary for human existence and well-being (Lécuyer ef al, 2021, p.7).

According to the analysis based on the questionnaire, regardless of the scale of the organization,
agriculture and animal husbandry are considered a high ecological priority for 52.9% of the analyzed
entities, 25.5% consider it an average priority, 11.8% low and 9.8% do not know. These results reflect
the fact that stakeholders are aware of and accept the value of agriculture and its role in protecting
biodiversity namely, to produce cleaner food in full correlation with the conservation and
development of the environment.

Regarding the appreciation of the economic priority, 66.7% of the stakeholders consider
agriculture and animal husbandry as high, 21.6% average, and 11.7% do not know. As it can be seen,
the perception of stakeholders is eloquent, agriculture being considered extremely important for the
development of the area.

Regarding the social priority, it is considered high by 54.9% of the entities, an average of 33.3%
and 11.8% do not know. A large part of the population in rural areas is engaged in agricultural
activities, the employed labor force ensuring its existence mainly in this way. Thus, this aspect of the
living standard of the inhabitants of the area has a strong characteristic of social vulnerability.

Therefore, stakeholders' perceptions of agricultural activity are needed in the analysis of coastal
conflicts, as it has a substantial potential for sustainable growth.

Figure no. 4. The extent to which agriculture can be considered a priority depending on the scale at which
the organization operates
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The European MSP Directive has decided to give greater importance to land-sea interactions
(LSI), in particular for the development of the National Maritime Space Plan and the development
of rational, sustainable development scenarios for maritime activities in harmony with the marine
environment; scenarios are relevant in maritime spatial planning (MSP) because they provide an
inclusive and comprehensive approach, reaching all sectors that interact directly and indirectly in a
given area (Calado et al, 2021, p.2). Therefore, the identification of important issues in the areas of
fisheries and agriculture is necessary for the coherence between terrestrial and marine planning,
avoiding conflicts, and establishing synergies between activities.

5. Conclusions
The European MSP Directive requires that land-sea interactions (LSI) should be taken into

account to promote sustainable, integrated development and to manage human activities at sea. It is
well known that maritime spatial planning (MSP) is one of the many framework conditions that shape
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development activities on land or at sea.

Land-sea interaction (LSI) is a complex phenomenon that involves both natural processes along
with the land-sea interface and the measurement of the socio-economic impact of human activities
taking place in the coastal zone. LSI is defined as ,,interactions in which terrestrial natural phenomena
or human activities have an impact on the marine environment, resources and activities and
interactions in which marine natural phenomena or human activities have an impact on the terrestrial
environment, resources and activities” (SUPREME, 2018, p.11).

This research is part of the concerns of Romania and Bulgaria to support coherent activities on
maritime spatial planning and the establishment of a long-term mechanism for cross-border
cooperation in the Black Sea basin with MSP. Within the MARSPLAN-BS-II project, the research
team started a whole series of studies, as well as this paper, through which useful information was
collected from stakeholders, public and private authorities, whose activities are directly or indirectly
related to this space to establish a common strategy.

Identifying land-sea interaction in the coastal zone provides opportunities for the development of
fishing and aquaculture activities in both marine and freshwater areas, as well as for agriculture and
animal husbandry activities and avoiding potential conflict with current maritime and coastal
activities.
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Abstract

Money laundering benefits from the evolution of technology. It is developing as a way of financial
crime, from both perspectives: the prevention and sanctioning tools that are getting more and more
sophisticated, but also the way in which this crime is being committed. Last but not least, having a
banking system that encourages money laundering is not only counter-productive for the law
enforcement officers and judicial system, but also for the economy system of a developing country,
which will fail to attract investors. The purpose of this article is to present the legal framework of
the Romanian judicial system when it comes to money laundering, but also to underline its flaws and
its perspectives of improvement. It will also focus on the main methods that are being used in
Romania for money laundering.

Key words: money laundering, methods, legal framework, legislative proposals
J.E.L classification: K40, K49, P44, E42

1. Introduction

Investigators have found that a happy financial offender is the one who keeps the money in his
accounts, he assumes the possibility of bearing the repressive mechanism of the State because he
does not care about how the State finishes to execute the form of constraint on his freedom, in order
to "re-educate". He will have sufficient resources, which he may perhaps be able to put into the
financial circuit, to justify the legal origin of the revenue. (Bjelajac, 2011, p.2)

Happy criminals often receive advice on the criminal schemes they carry out, planning their
criminal activity over a minimum period of 10 years. They take and accept the risks of being caught
in about the seventh year, statistics show. It is only the unfortunate and uneducated criminals who,
at the end of the criminal proceedings, are unable to prove their innocence, and their proceeds of
illegal activities are confiscated. The real problem for the legal systems, or society in general, are the
happy and educated criminals. (Achim, 2019, p.23)

This is why, It is the Romanian legal system’s understanding that starting from the premise of
correct understanding of the criminal profile of the financial criminal, attempts are being made, in
the field of investigation of these crimes, to phase out traditional theories in which the restriction of
individual freedom is the indispensable condition for restoring law and order, of general and special
prevention and the implementation of a new policy of social control, focusing not so much on the
restriction of individual freedom but rather on the confiscation of fraudulently acquired assets.
(Achim, 2019, p.23)

2. Literature review

While money laundering is an intense debatable theme in the international literature, with many
authors focusing on its methods (Bullogh, Bjelajac and many others), the Romanian literature has
less work in distinguishing between important terms the international literature uses when it comes
to money laundering.

The definition and description of trends in the money laundering process cannot be considered as
easy operations due to the clandestine of the laundering process. In determining a trend, the analyst
should also take into account some indirect indicators, such as information provided by financial
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investigation units, judicial authorities or other authorities responsible for the money laundering
process.

However, the difficulties involved in using these sources of information to identify the trend
toward money laundering do not allow a complete picture of the phenomenon. It has been noted, for
example, that the high number of convictions or investigations for money laundering could mean
that several people were involved in a washing scheme, where a possible trend of scourge can no
longer be analyzed during that time. (Florea, 2016, p.54)

Otherwise, a low number of convictions for money laundering offenses does not necessarily mean
that less money laundering activities take place over a period of time, but could allow the influence
of factors limiting the investigation of this crime to be observed, such as the difficulty of proving the
predicate offense. (Letia, 2016, p. 36-37)

3. Research methodology

In order to establish the future of money laundering within the Romanian legal framework, we
must first ask the question: “What has already been done and what are the problems the current
legal system faces?”

This question ensures there will be an analysis based on the evolution of the incrimination itself,
but also it will ensure that the methods used by criminals are underlined so that proper measures are
being taken. The current article aims to underline the evolution of the methods used, the incrimination
itself, but mostly to offer legal solutions towards the problems the current system in Romania faces.

The legal problems that will be underlined in the present article can be used as the basis for future
de lege ferenda (or legal proposals) measures that need to be taken by the Romanian legislature.

4. Findings

4.1. The origins of money laundering in the Romanian legal system

The most tangible instrument of this new profit-based paradigm in the area of criminal law is
money laundering, because through this process, the assets derived from illicit activities are hidden,
while ensuring both control over these assets and the imperative of justifying the appearance of the
licit character of their origin. This paradigm has proven to be an excellent instrument of anti-criminal
policy aimed at repression of drug trafficking in the United States of America and has been enshrined
in the United Nations Convention against illicit traffic in Narcotic Drugs and Psychotropic substances
(starting from 1988). (Bjelajac, 2011, p.11)

Gradually, the confiscation of the proceeds of crime has become the central objective of criminal
law systems, and the Romanian legal system is still struggling to thereby aim to reduce the proceeds
of crime. Efforts made by Romanian authorities have been focused on increasing the effectiveness
of legal instruments to detect, seize, confiscate illegally acquired assets, to reduce the motivation of
criminals to engage in such criminal activities, and to reduce the operational capital used to continue
such activities.

In a plastic way, it was justified in the Romanian doctrine by the special nature of the efficiency
of freezing and confiscation in the fight against organized crime, pointing out that the conviction of
any member of the group alone does not put an end to criminal activity, since it can be replaced and
another group that can continue to carry out its illegal activities. However, confiscation of the
proceeds of crime prevents the proceeds of crime from being infiltrated into the civilian system by
neutralizing the instrument for committing new offenses, thereby ensuring that crime does not
generate further revenue. (Ghinea, 2014, p.62-63)

As regards the criminalization of money laundering, as recommended by the FATF (Financial
Action Task force — international reference body for the prevention of and fight against money
laundering and terrorist financing), each country must extend the offense of money laundering to all
serious crimes, to include it in the widest range of predicated offenses (offenses whose punishment
involves in general prison according to their type, a minimum of 1 year imprisonment)
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4.2. The methods used

There are a number of international, European and national regulations that criminalize the crime
of money laundering, but more important is to analyse the concept of money laundering itself, in
order to understand its current context. The attempt to capture current and future trends in the money
laundering process was one of the main aims pursued by the experts of the Financial Action Task
force on money laundering (FATF or FATF). (Bullogh, 2019, p.29)

The importance of studying methods and techniques for money laundering and terrorist financing,
with a view to adopting the most appropriate policies and strategies for combating financial crime,
is obvious, but we also need to understand the evolution of these trends over time. Their identification
allows relevant methods of money laundering and terrorist financing to be systematically analysed,
with an understanding of the context in which some of these methods have been used by financial
criminals within a certain period of time.

In-depth knowledge of the process of money laundering typologies allows other methods and
trends to be identified in the future, as well as other vulnerable areas to easily infiltrate the money
laundering scourge. To this end, a FATF Expert Committee, meeting in Moscow on 6-8 December
2005, defined some basic concepts of the money laundering process to address money laundering
typologies and terrorist financing. (Bullogh, 2019, p.30)

In the context of money laundering and terrorist financing, the method is a separate procedure
used in the process. The method involves combining techniques, mechanisms and tools and may in
some cases be the very typology of money laundering.

The money laundering or terrorist financing technique is a distinct action or means by which the
above-mentioned criminal activities are carried out. For example, the structuring of financial
transactions, the mixing of legitimate and illegal funds, the undervaluation or over-valuation of
goods, the transmission of funds through electronic transfers, and so on

The money laundering mechanism is a system through which certain activities of the money
laundering process are carried out. These are money laundering mechanisms financial institutions,
money remittance systems, virtual casinos, corporate entities, etc.

The money laundering tool is an object used in the money laundering process. They are money-
laundering tools: Checks, letters of credit, precious metals, real estate, guarantees.

The money laundering scheme is the specific operation combining different methods, techniques,
mechanisms and instruments into a single criminal structure. In some cases, these schemes are
confused with money laundering, but in most cases, investigation of the washing process reveals the
existence of several criminal schemes.

The money laundering typology is the pattern in which money laundering methods or schemes
can be found between which there are clear similarities. It is important to note the differences in the
scope of concepts used in the money laundering process: Trends, methods and typologies of
laundering. The method and typology only refer to a specific washing process regarded in a time-
determined unit, while the trend is related to the evolution of the method or typology over time.
(Popa, 2016, p.5)

Law no. 656/2002 from the Romanian legal system made for the prevention and sanctioning of
money laundering and for the establishment of measures to prevent and combat terrorist financing
defines, in the provisions of Article 2, the key terms that are found in the description of the money
laundering process. Thus:

a) money laundering means the offense referred to in article 29;

b) terrorist financing means the offense referred to in Article 36 of Law No. 535/2004 on the
prevention and fight against terrorism;

c) property shall mean any tangible or intangible, movable or immovable property and any legal
acts or documents evidencing title or right in respect thereof;

d) a suspicious transaction means an operation which appears not to have an economic or legal
purpose or which, by its nature and/or unusual in relation to the activities of the client of one of the
persons referred to in Article 10, raises suspicion of money laundering or terrorist financing;

e) external transfers to and from accounts shall mean cross-border transfers as defined in
accordance with the relevant national regulations, as well as payment transactions and receipts made
between residents and non-residents on the territory of Romania;
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As regards the movement of funds through electronic transfers of funds, we see that this can
happen:

-From one institution to another;

-From one client's account to another client's account,

-On the basis of instructions given by the customer; - by the transmission of electronic
instructions;

-Lead to entry in the records of each institution for the purpose of making funds available, and it
is necessary to identify:

* the person ordering the payment,

« the financial institution of the person ordering the payment;

« the financial institution of the beneficiary;

« other financial institutions (correspondent banks),

* the person ordering the payment,

« the financial institution of the person ordering the payment;

« the financial institution of the beneficiary;

* other financial institutions (correspondent banks), distinguishing between simple client-to-
client transfer and transfer between correspondent banks known as intermediate or follow-up
financial institutions; these become relevant for cross-border transactions where: the bank of the
person ordering the payment does not have a branch in a foreign jurisdiction; it may involve the use
of two correspondent banks (that of the sender and the recipient of the funds).

f) money laundering through credit institutions as defined by article 7.1. pt.10 from OUG 99/2006

g) money laundering through financial institutions as defined by article 18 from OUG 99/2006

h) money laundering through business relations as defined by article 10 from OUG 99/2006

1) money laundering through operations that seem connected, and by this we refer to single
transaction transactions from a single commercial contract or agreement of any kind between the
same parties and whose value is fragmented in instalments of less than 15,000 euros or the equivalent
in lei, when they are made during the same banking day, in order to avoid legal requirements;

j) through fictitious bank — refers to a credit institution or an institution that carries out equivalent
activity, registered in a jurisdiction in which it does not have a physical presence, namely the
management and administration of the activity and the records the institution is not located in that
jurisdiction, and which is not affiliated with a regulated financial group;

k) money laundering by service providers for companies and other entities or legal constructions
- or any natural or legal person providing a professional title as the ones stated by law no. 656/2002

1) by a group of entities, as defined in art. 2 (1) point 13 of the OUG no. 98/2006 on the additional
supervision of credit institutions, insurance companies and/or reinsurance undertakings, financial
investment services companies and investment management companies in a financial conglomerate,
approved with amendments and completions by Law no. 152/2007. Politically exposed people are,
according to the provisions contained in art. 3 of Law no. 656/2002, the persons who exercise or
have exercised public functions, important members of their families, as well as those who are
publicly known as close associates of individuals performing important public functions (as they are
defined by the Romanian legal system).

4.3. Practical methods used in the current context and their effects - challenges for the
Romanian legislature and Romanian judicial system.

4.3.a. Practical methods used (as the Romanian jurisprudence and literature identifies them):

1) Money laundering through commercial activities - the accounts of ghost companies, whose the
real beneficiaries are unknown, they are used only for the purpose of hiding the illicit origin of some
funds and "moving some values" under the justification of commercial transactions.

2) Money laundering through mass cash withdrawals from the accounts of some companies, set
up specifically for placement, but also stratification of illicit funds obtained from tax evasion.

3) Money laundering through funds of illicit origin, deposited in cash in the accounts of viable
trading companies, with proof of loan / company lending, etc., followed by the transfer of the
amounts to the accounts of other companies and their final withdrawal, in cash, with the justification
of loan / credit repayment.
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4) Money laundering through the stratification of funds of illicit origin through the accounts of
several companies (ghost or viable), followed by money outsourcing (usually to offshore
jurisdictions)

5) Money laundering through Outsourcing of funds of illicit origin, generally to accounts opened
with financial institutions in jurisdictions offshore, followed shortly by their reintegration into the
Romanian financial system, but at the expense of other individuals or legal entities.

6) Money laundering using the accounts of some resident companies to stratify illicit funds
resulting from crimes committed outside the Romanian borders.

7. Money laundering using overvaluation in transactions, whether civil or commercial, of the
traded object (real estate, securities furniture, valuables, etc.), part or all of the price paid in return
representing in fact funds of illicit origin.

8. Money laundering using the transfer of illicit funds through fast money transfer systems, carried
out by persons who apparently have nothing to do with each other and whose financial profile does
not justify the amount transferred. (Jurj-Tudoran, 2016, p. 71)

4.3.b. Challenges for the Romanian legislature and Romanian judicial system. Tendencies in the
current context.

1) Jurisdiction - from the analysis of the incriminating text of the law we notice that the
Romanian legislator wanted to provide as a crime not only the money laundering from serious crimes,
as defined in domestic and international regulations in money laundering, but from any offense as
well, whether the offense against which the property originated was committed on the territory of
Romania or abroad, according to the express provision contained in the provisions of art. 29.5 Law
no. 656/2002. Thus raises the problem that not all national legislations recognize the Romanian
jurisdiction in returning international criminals in Romania and charges brought against them.

2) The purpose itself — since money laundering needs mainly the use of financial-banking
systems, it has an effect over the credibility of the banking system itself, especially in developing
countries such as Romania. Having a large number of criminal cases related to money laundering
shines a dark light over the financial market, and the whole banking system, and thus investors might
have reservations when it comes to investing in a certain country. Romania needs to take act of this,
and to urge its process into establishing legal sanctions and prevention for this type of illegalities.

3) The subject of money laundering — distinction within the national legislation must be made
between the subject of accomplice to money laundering and accomplice to aiding criminals. These
are distinct criminal violations within the Romanian criminal code, that are yet to be clearly
distinguished within the legal system.

4) The content of the incrimination itself- the Romanian law no. 656/2002 must clearly state
that convicting a person of money laundering is an autonomous crime (meaning in the absence of a
conviction previous or simultaneous for other offenses for the alleged offense and without a precise
determination of the alleged offense or its author), thus has the illicit origin of the goods involved in
a money laundering scheme and is established on the basis of direct or indirect evidence, the
intentional element of the money laundering offense needs to be analyzed in light of the corroboration
of all objective factual elements.

5) The methods used — need to be specifically underlined as they were previously. Some
preparatory acts are still in discussion in order to be incriminated, some are already incriminated.
Attempt is however incriminated by the Romanian legislation, but problems still arise when it comes
to various acts of money laundering itself. Some acts may prevent the process from taking place,
some might nullify it, so the Romanian legislature still has a lot of work to do when it comes to
implementing reform policies, from both prevention and sanction point of view.

5. Conclusions

The Romanian system regarding the incrimination of the crime of money laundering still has gaps
and is one in the process of being revised.
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Over time, more and more methods have been found to constitute the crime of money laundering,
as a result of which the legislator has not always been able to keep up with the necessary changes.

In order to eliminate any terminological inaccuracies, we appreciate that the Romanian legislator
must to consider whether it would be necessary to replace the phrase "knowing that they come from
committing crimes" with the phrase "knowing that they come from committing a criminal activity."
This approach on behalf of the legislator would facilitate proof of the subjective element of the
analyzed crime is being developed.

The legislator should also criminalize money laundering, when the one who commits any of the
actions incriminated in art. 29 of law 656/2002. In addition, there needs to be considered that it would
be necessary to provide a separate provision as an aggravated variant of the analyzed crime, by
committing money laundering from predicate crimes committed by organized criminal groups.

Last but not least, the control bodies must intensify the prevention activity, by developing the
mechanisms of cooperation with the national banking system.
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Abstract

A moral way of life helps the evolution of people, in the sense that observance of principles,
protects them from what is bad and gives them support. There is a high effort to integrate morality
in the professional life of employees in educational institutions, in order to reach the stage of
happiness. The purpose of this article is to focus on moral values and how they are promoted by
teachers. Thus, in this sense, there is a combination of the study of basic concepts, but also with the
study of a practical application, in order to identify the role of leaders in developing the moral values
of students. The most important conclusions drawn from this scientific paper highlight the fact that
a good leader in the educational environment must have high moral values to be a role model among
Students.

Key words: teaching staff, instructional-educational process, morality, education
J.E.L classification: 121, 125, M12, P36

1. Introduction

In a democratic society, answers and solutions are always sought for the problems that have
arisen, of the community, so each leader in the educational environment must become more and more
responsible both in front of the team he belongs to and in front of the learners.

Leaders are not born, they become in time and as a result of a complex process. However, it is
increasingly accepted that a good leader must have experience, knowledge, commitment, patience,
the ability to lead, negotiate, persuade and work with others to achieve organizational goals.

In today's workplace dynamics, organizations need leaders to meet new challenges in order to
gain a competitive advantage in the marketplace. In addition, organizations need managers to
maintain a conflict-free job, but also to use resources efficiently. Without a leader, chaos would be
created, a dull work climate in which no person would feel comfortable. Finally, a well-balanced
organization should have a mix of leaders and managers to succeed. (Lawrence, 2010, p.31).

2. Literature review

Leaders (whether we are talking about teachers in the classroom or in the decision-making
position) during the instructional-educational process must promote morality and ethics among
students. They also outline the significance of the position of school organizations in this field. The
moral nature of education can not be reduced only to the knowledge and skills necessary for the act
of teaching. Moral behavior must be continuously present in schools, in the actions of teachers and
their results (Burant et al, 2007, p.31).

Teachers as leaders are responsible for the morality and education of students, in the interaction
with the class is inevitable the existence of a moral behavior. They must also have pedagogical skills
in the sense of managing and directing their actions in the classroom (Husu & Tirri, 2007, p.59)

Promoting the moral way helps people to develop, and this refers to the fact that it protects them
from what is bad. The peculiarities of the modern world, but also of globalization have accelerated
the modernization of the 21st century society and have highlighted the need for the moral behavior
of teachers (Husu & Tirri, 2007, p.62)
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The review of empirical studies in the analyzed field nuances a number of characteristics that
distinguish a good leader from a weak one, and these are:

1. integrity;

2. honesty;

3. desire to drive;

4. the desire to have knowledge;

5. authenticity.

In recent years, the literature talks about the existence of another type of leader, the humble one.
Morris offers an important analysis and an excellent study in this regard, defining the concept through
three distinct dimensions (Morris et al, 2005, p.46-48):

1. Self-awareness: The ability to understand someone, to acknowledge one's mistakes.

2. Openness: Recognition of limitations, openness to new ideas, knowledge and desire to listen
and learn from others.

3. Transcendence: Appreciating the opinions and ideas of others within the organization.

According to Simona Mardar, leaders have a number of responsibilities (figure 1).

Figure no. 1. The responsabilities of a leader
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Source: (Mardar, 2013, p.18)

Jim Colins considers that two attributes are very important for a leader (figure no. 2.).

Figure no. 2. The atributes of a leader

professional
will

atributes
of a feader

Source: (Collins, 2017, p. 59)
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3. Research methodology

In order to establish the role of teachers in shaping the moral values of students, during this part
we aimed to conduct a field-research, an opinion poll that aims to identify the role of leaders in
education in shaping the moral values of students. Thus, the questionnaire was used as a research
tool that was applied to a number of 50 people representing teachers working in school organizations

in primary and secondary education.
Objectives:

O1: Knowledge of leaders' concern for the development of human values among students
02: Observation of responsibilities for promoting ethical values
03: Highlighting respondents' perceptions of the impeccable behavior of teachers as formal

leaders
Hypotheses:

HI: Focusing the organization on issues related to the development of human values results in

influencing the impeccable behavior of school leaders

H2: Respondents' studies and seniority influence the perception of responsibility for the

development of human values among students

H3: The importance given to the development of human values of students varies depending on

seniority

4. Findings

During this part, the results obtained from the opinion poll applied to teachers are presented, and
in this sense the interpretation of each question takes place.

Question 1. Does the school organization where you currently work focus on developing moral

values among students?

Answer Percentage
yes 100 %
no -
1 don’t know -

Within the organizations where the respondents work, the emphasis is on promoting moral values.

Question 2. Express your opinion on the following statement: "The responsibility for developing the
moral values of students belongs exclusively to the leaders in the educational environment".

Answer Percentage
Totally agree -
Agree -
indifferent -
Disagree 40%
Totally disagree 60%

According to the answers given by the respondents, the task of developing students' moral values
does not fall only to teachers as leaders. Compared to the statement, 40% of the participants in the

study disagree, and 60% totally disagree.

uestion 3. Which of the following should be involved in shaping students' moral values?

Answer Percentage
Family 40%
Friends 10%
Media 10%
Communities 10%
All the above 30%
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According to 40% of teachers, the family should be involved in the formation of moral values,
10% believe that friends, 10% media, 10% community, and 30% said that all parties are responsible
for strengthening the moral values of students.

Question 4. How important is it for a leader to have high moral values?

Answer Percentage
Very important 60%
Important 30%
Indifferent 10%
Unimportant -
Totally unimportant -

In the opinion of 60% of the participants in the study, the moral values of teachers as leaders are
very important, for 40% they are important.

Question 5. Express your opinion on the following statement: "In school organizations and in the
community, leaders must behave impeccably.”

Answer Percentage
Totally agree 50%
Agree 40%
indifferent 10%
Disagree -
Totally disagree -

Thus, 50% agree with the above statement, 40% agree, and 10% are indifferent.

The last questions of the questionnaire are related to studies and seniority. 70% of the respondents

are graduates of undergraduate studies. Regarding the seniority in work, over 50% of them have been
working for a period of 5-10 years.

5. Testing hypotesis

H1: The focus of the school organization on aspects related to the development of human values
results in influencing the behavior of teachers as leaders

Table no. 1. Testing the first hypothesis

Responsibility for the development of
human values

Studies Pearson's correlation 0.705
Sig. (2-tailed) 0.000
N 50

Source: self-processing

The value of Pearson's correlation coefficient shows the existence of a direct and significant link

between the variables. The first hypothesis is verified.

H2: Respondents' studies and seniority influence the perception of responsibility for the
development of human values among students
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Table no. 2. Testing the second hypothesis

Corelations
Responsibility for development
human values
Studies Pearson's correlation 0.005
Sig. (2-tailed) 0.943
N 50
Age Pearson's correlation 0.197
Sig. (2-tailed) 0.62
N 50

Source: self-processing
In this case, in order to test the hypothesis, Pearson's correlation coefficient was used. The value

of Sig, of the statistical threshold is not in the limit, this demonstrates the fact that there is no direct
connection between the variables. Thus, the second hypothesis was not tested/verified.

H3: The importance given to the development of human values of students varies depending on
seniority. The T test was used for this hypothesis.

Table no. 3. Testing the third hypothesis

T test
Test value = 0
Sig. 95% Confidence interval of the
2- Medium difference
t df tailed) | diference | Lowest highest
the biorhythm
that
. 91.303 239 0 3.688 3.61 3.77
characterizes
you
profile 52,665 239 0 5.425 5.22 5.63

Source: self-processing

Sig is in the normal range, there are differences in perception of individuals. Hypothesis three
was verified.

6. Conclusions

The moral behavior of teachers (leaders or not) plays an essential role in building a society
according to the expectations of citizens, a society characterized by normalcy and in which morality
reigns.

Changes in the moral nature of individuals have not led to severe changes, but the focus on the
moral behavior of teachers is increasing, it can be defined as one of the most important aspects of
the last three decades.

The aims of promoting morality among school leaders are vast, they have in common the study
of organizational culture, with an emphasis on: beliefs, values, norms. The formation and cultivation
of virtues among students allows the evolution of the world.

Research has confirmed that the behavior of leaders consistently influences employee
performance. It is said that the power of example has a great influence on the employee. Therefore,
both traits and behavior go hand in hand or in other words the theory of leadership traits influences
the theory of behavioral leadership. But keep in mind that it is easier to change behavior (through
learning) than to change traits.

The managerial style and the one used in leadership determine the performance of the employees.
Thus, any company must adopt this widely accepted fact at the intellectual level in organizations in
both the private and public sectors, but now all prove to be quite resistant to significant change.
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Globalization, instant communication, economic crises, corporate social responsibility and huge
environmental problems are some of the obvious examples that modern leadership has to face, and
for this to be possible new leadership qualities are needed.

In conclusion, only a moral leader can positively influence student behavior.
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Abstract

A good knowledge of the current state in the field of leadership has led to a proper understanding
of the phenomenon, the types of leadership and the relationships between them and organizational
environments. Although there are established typologies and theories of leadership, due to the
permanent organizational changes, new factors appear that must be taken into account in order to
arrive at a correct and precise evaluation of the leadership concept. The purpose of this article is to
establish the key elements regarding the connection between leadership behavior and traits.

Key words: leader, leadership, management, manager
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1. Introduction

From the beginning of the organization of society, leadership has been a central theme for
mankind.

Leadership is one of the topics of management that has been written and researched the most. The
qualities that must be found in a good leader and the weaknesses of a weak leader have been the
subject of many debates that have led to the emergence of dozens of theories and models of
leadership.

Implicit theories of leadership have existed since ancient times in the form of various advice and
prescriptions based on experience and passed down from one generation to another or from mentor
to disciple. Courage, risk-taking, motivation, vision have been the most important skills of a leader
since ancient times.

2. Literature review

In Max Landsberg's view, the formula by which an effective leader acts is:
leadership = vision x motivation x drive

(Landsberg, 2008, p.32)

The ability to create vision, motivation and drive in a group of people is the essence of leadership.

The positive image of what an organization could become and the way to achieve the goals is the
vision of the leader, who must always be looking for new ideas that correspond to the strategy of the
organization.

What pushes the members of some organizations to action, is the motivation, the leader being the
one who using his skills awakens people's energy.

The necessary element for the organization's projects and initiatives to reach their destination is
the drive. The leader must ensure that the organization is on the right track to fulfilling its mission.

In Lansdberg's theory, the leader must function efficiently in all three dimensions. The visionary
is not a leader if he cannot motivate. The person who sustains the momentum is not a leader if he
cannot create a vision that is shared by all. From this triad, the leader's ability to create a common
vision and to motivate the organization are the characteristics that differentiate him from the
manager.
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Table no.1 The difference between managers and leaders

Manager Leader
Does things right Does the right things
Is focuses on the present, on short-term results | Focuses on the future, long-term results and
and on the main direction of action. perspectives.
Seeks for order Enjoys change
Limits risks Takes risks
Appeals more to reason than to emotion. Appeals to both emotion and reason.

Source: self-processing
3. Research methodology

In order to establish the role of leaders in shaping the moral values we must first ask the question:
“What must be lead?”

Obviously the answer to this question refers to either individuals or groups / teams.

There are 4 theories of leadership: trait theory; behavioral leadership theory; situational leadership
theory; integrative leadership theory. These theories have been developed over time. Behavioral
leadership theory began to be researched in the 1940s and intensively researched in the 1950s. Most
research has shifted from trait theory to behavioral theory, a theory that focuses on what leaders do
and say.

Researchers have tried to find the best leadership style in all situations, trying to identify the
differences between effective and inefficient leaders. Behavioral leadership theory has made
important contributions to leadership research, but it has never achieved its primary goal of
discovering the best leadership style. In the field of behavioral paradigm, research continues today
to better understand the behavior of leadership, in all its complexity and the effects it has on employee
performance.

4. Findings

Organizations need both managers and leaders alike. Without strong managers the organization
risks going into chaos, without efficient leaders the organization enters a state of lethargy and no
longer evolves.

Despite the development of science and technology, humanity is still looking for leaders to save
it. The complex world we live in, a world of accentuated professionalism in which there is an
increasing need to meet higher standards, a world in which people live isolated in their own
professional and existential life where their own experiences are considered the most relevant but
and a world belonging to a community where everyone knows each other and knows what everyone
else is doing, has become a concept.

Complexity has become, as the professor at the London School of Economics - the Mitleton-Kelly
Gospel - puts it, "a new way of thinking, of looking at the world", an attempt to introduce a relative
order into the chaos of new paradigms of thinking.

According to historians, since ancient times in the portraits of leaders appear certain qualities
related to the art through which an individual leads others. (Tuturea et al, 2010, p.45)

Systematic and modern studies on leadership appeared according to research in the field, only
towards the end of the 19th century.

The organizational aspects of work have evolved, from those with an authoritarian leadership
style to one with a more comfortable work environment, then to organizations where people are
empowered, encouraged and supported in their personal and professional development. A much more
pleasant working environment has been created in which employees have come to contribute to
increasing labor productivity.

According to researchers Gregory Stone and Kathleen Patterson, who conducted a study of the
phenomenon of leadership historically in 2004, "early leadership studies emerged in the wake of the
Industrial Revolution, which helped transfer the American economy from an agricultural to a an
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industrial one, producing a change in the behavior of leaders towards those who follow them”.
(Gregory & Patterson, p.3)

People have been discussing the art of knowledge since the time of Plato. But still the same
problem always arises, we are obsessed with leadership. During the Enlightenment, philosophers like
Voltaire argued that only by applying reason could people control their destiny. Thus in the twentieth
century two beliefs emerged from this notion of rationalism: a belief in progress and a belief in human
perfection.

With the writings of Sigmund Freud and later Max Weber, Western man's faith in rationalism and
progress was destroyed. The current search for leadership is a direct consequence of their work.
Freud, the founder of psychoanalysis, theorized that under the surface of the rational mind there is
the unconscious. He assumed that the unconscious was responsible for a significant proportion of
human behavior. (Mardar, 2013, p.118)

Weber, Marx's brilliant sociologist and leading critic, also explored the limits of rationality. For
him, the destructive force operating in institutions was, as he called it, technical rationality - a
rationality without morality. Technical rationality represents a particular form of organization -
bureaucracy. Bureaucracies, he said, were to be feared not because of their inefficiency but because
of their efficiency and ability to dehumanize people. Weber believed that the only power that could
withstand bureaucracy was charismatic leadership. But this, too, was a rather tangled theory,
considering that throughout history there have been inspirational and transformational warlords, who
have also been charismatic leaders, like Hitler, Stalin, and who have committed unimaginable
atrocities. (Zlate, 2004, p.74)

However, Weber's concerns about bureaucracy did not affect the views of other theorists who
prepared and anticipated research on what we now call "classical management theories" and
"scientific management."

Classical theorists have focused on the design of organizational activities, while scientific
management has focused on the systematic management of individual jobs.

Henri Fayol, one of the classical theorists, defined management as a whole that includes five
elements:

1. Forecasting and planning

2. Organization

3. Leadership

4. Coordination

5. Control

For Fayol, management means looking ahead, which makes the forecasting and planning process
a central activity.

In terms of scientific management, Frederick Taylor made a significant contribution, advocating
for a management with a strong emphasis on control, efficiency, quantification, predictability and
jobs. It has initiated studies on time-movement variables to analyze and properly frame workloads
and to improve worker productivity in order to achieve the highest possible level of efficiency.
Taylor's ideas led to heated controversy over the alleged inhumanity of his system, which reduced
the worker to the level of an efficient machine.

The leading position in the theory of scientific management aimed at establishing and
implementing performance criteria, in order to meet organizational objectives. The leader focuses
mainly on the needs of the organization and not on those of each member.

Although different in approaches, classical management and scientific management have similar
objectives: organizations are rational and must function as efficiently as possible to achieve the
highest level of productivity. (Zlate, 2004, p.76)

Although these two theories have proven to be productive, emerging theories have encouraged
leaders to recognize that people are not machines and should not be treated as such.

The post-bureaucratic change that took place in the mid-1940s shifted responsibility for the
success or failure of the organization to the people. The founder of the Movement for Human
Relations, Elton Mayo, following his research, demonstrated the importance of groups in determining
individual behavior at work. His studies have led to a deeper understanding of the human factor in
the work process. His works also highlighted the importance of an adequate communication system,
oriented especially from the bottom up, ie from workers to leaders.
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Research has shown, as he himself said, that "a leadership is successful or not insofar as it is
unreservedly accepted by the group, as an authority or as a leader." Around the 1959s, a new theory
of leadership began to work based on the idea that people are effective when their needs are met.
Thus, leaders began to redirect their attention to meeting the needs of employees. (Mardar, 2013,
p.121)

Frederick Herzberg developed and modified Maslow's Theory of Hierarchy of Needs, concluding
that there are two groups of factors / needs: motivators and hygienists that influence the increase of
motivation and employee satisfaction. (Mardar, 2013, p.124)

It soon became clear that leading people who have their own authority is a much more satisfying
and enjoyable job than checking every move performed automatically.

Leadership theorists have begun to introduce the notion of "behavioral elements" into their work.

At the same time, a new theory of organization and leadership emerged. This is based on the idea
that people work more efficiently when their needs are met, and if this happens, they are likely to
participate in increasing labor productivity which influences the evolution of the organization.

Douglas McGreogory, considers that the traditional organization, is based on some concepts /
hypotheses regarding nature and human motivation, which he called Theory X and Theory Y or
Theory of Hypotheses man-work relationship. (Landsberg, 2008, p.71)

This theory is one of the emotional sphere, being built on two different hypotheses regarding the
motivation of employees. One hypothesis is that people may have negative motivation (which
outlines Theory X) and another is that they may show a positive motivation (Theory Y).

Comparing the two theories, it is necessary to re-examine the premises according to which
managers manage human resources, considering that the two theories correspond to different types
of management: participatory style - Theory Y and authoritarian style - Theory X.

The social transformations of the 1960s and 1980s changed society's focus from increasing
economic well-being to ensuring social rights and equality. The development of technology and the
advent of the computer transformed leadership into a complex process, in which leaders were forced
to focus on the customer, with or without concern for the organization to survive. (Landsberg, 2008,
p.79-80)

Traditional methods of leadership were no longer effective in an ever-changing society. This was
the factor that required the preparation of other research in leadership and society, so that
organizations are prosperous and profitable.

The situational theory of leadership has evolved. Compared to Fiedler's model, which assumes
that leadership style is difficult to change, the approach proposed by Hersey and Blanchard shows
that effective leaders are able to adapt their leadership styles. The main criterion that leaders follow
in adopting this leadership style is the maturity of their followers. Maturity is given by two factors:

1. Ability to perform tasks

2. Confidence that they will succeed.

Research has shown that in the late 1970s, many leaders turned to transactional leadership, the
most important method of leadership still seen in today's organizations. The fundamental theory of
this method of leadership is that leaders offer rewards for employee flexibility, a concept based on
bureaucratic authority and the legitimacy of the leader within the organization.

In 1978, MacGregor Burns introduced the concept of transformational leadership to the literature,
the research being expanded and refined by Bass and Avolio. According to Burns' conception, the
transformational leader requires subordinates to transcend their own interests for the good of the
group, organization, or society, to take into account the long-term needs to develop themselves, not
the immediate ones. The organization is the main concern of this type of leadership.

5. Conclusions

Leadership or the science of leadership is the process of leading, directing and influencing the
activity of members of an organized group to achieve the goals of the group.

Leaders are those people who guide and influence subordinates to achieve the goals of the group.
They set a direction, a vision of what the future will be like to produce the changes needed to reach
that direction. Try to recruit employees to make the changes needed to achieve that direction. Try to
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recruit employees who share their vision. They motivate and inspire employee teams, oversee
employee needs, values and emotions.

Leaders perform several essential functions:

- are responsible for generating and maintaining the required level of effort;

- are responsible for directing the group members' efforts in ways that promote group supervision
and achievement of goals;

- facilitates group relations;

- meet the needs of group members;

- helps the group to move in complementary directions with the mission and, at the same time,
keep the group united;

- provides a logical and emotional support point for people trying to understand the causes and
consequences of organizational activity.

Moreover, the essential functions of leaders can be deduced from a semantic point of view
regarding the word leadership, it coming from the verb to lead whose meanings are either:

- to lead, to guide, to guide, to be at the forefront, to open (the road), to direct, to command, to be
a guide / guide, to show (the road) etc.

- show the way (for an individual or a group), be in harmony, guide, induce, influence, act and /
or think and / or feel and / or behave in a certain way.

Therefore, leadership, although it cannot be translated into Romanian by a single word, can be
defined as a management process or as the staff that performs this management process. It is also
very important to note that there is no universal definition of leadership because it has been and is
studied in different ways.

Transformational leadership is a high-level evolution in leadership paradigms, highlighting a
strong concern for people and production. The last few decades have brought major changes to the
leadership process, leading to questions about how future leaders should look and behave. Thus, the
portrait of such a leader still remains difficult to achieve.
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Abstract

With globalisation also comes Englishization, the tendency to use English as the language of
communication almost anytime, anywhere, but especially in the case of multinational corporations
(MNCs). They are looking for qualified workforce that is able to perform tasks in a foreign language
and their appeal is significant among business students, who understand the importance of improving
their skills through (Business) English courses. This paper discusses Englishization in relation with
higher education and MNCs, while also presenting the results of a study conducted among
undergraduate business students on the appeal of multinationals and the language skills needed in
order to access corporate positions. It will show that, although Englishization has become a well-
established trend in Romania, which seems to increase the appeal of multinational corporations
among highly qualified candidates, it may not be permanent, since many of them are not necessarily
looking to work there throughout their career.

Key words: globalisation, Englishization, higher education, job market, multinational corporations
J.E.L. classification: A12, F66, 123, ]2, M2, Z13

1. Introduction

Globalisation and Englishization seem to come as a package, as more and more people use
English at school and at work on a daily basis, while also switching codes in less formal
environments, like when socialising with friends and family. English has become so ingrained in our
lives that we no longer find it unusual to hear people speaking it around us, to read signs or posters
containing a combination of Romanian and English or to see entire job advertisements in the foreign
language when browsing a job search website. English is taught from kindergarten to university and
sometimes at work as well, and it has come to be considered as the default foreign language
competence requirement for almost any qualified job. The vast majority of undergraduate students
at the Faculty of Economics and Business Administration in lasi choose English as their preferred
foreign language for the mandatory four-semester language course (which starts at intermediate
level), likely being aware that the job market has high expectations from job seekers in terms of
foreign language skills.

This paper aims to discuss the concept of ‘Englishization’ in relation to higher education and the
current requirements of the workplace, by taking a look at business students’ career goals and how
the appeal of corporate jobs shapes Business English courses at university level. Starting with a
definition of the term, it will touch upon its benefits and downsides by looking at the relevant
literature, briefly analyse the job market in terms of available corporate positions and their language
requirements and also present the results of a study on the attractiveness of working for a
multinational corporation conducted among 102 undergraduate business students at the Faculty of
Economics and Business Administration in lasi. It will show that Englishization in Romania is both
a premise and a result of globalisation and the expansion of multinational corporations to markets
rich in (human) resources but still profitable in terms of labour costs. Thus, the popularity of English
among students at all levels allows them to access better-paid jobs, while also leading to increased
requirements for foreign language competence on the labour market.

2. Literature Review
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Englishization is partly a consequence of globalization and it essentially refers to the spread of
English as the language of communication in non-Anglophone contexts. It has become the lingua
franca for business communication, but also a requirement for employment, and it “provides a cross-
cultural and cross-linguistic indicator of change and acculturation” (Kachru, 1994, p.135). According
to David Crystal (2003, p. 3), for a language to achieve global status, it needs to develop “a special
role that is recognised in every country.” This can be achieved by either making it the official
language of the country or by “making it a priority in a country’s foreign-language teaching, even
though this language has no official status” (Crystal, 2003, p. 4). The latter has definitely been the
case for Romania, where English is the preferred first foreign language taught in schools and
universities alike. At the Faculty of Economics and Business Administration in Iasi, for example,
English is taught to all undergraduate students for four semesters, with one study programme
(Business Administration) taught exclusively in English. Teaching ESP has always been closely
connected to the requirements of the labour market, as it stems from very specific needs.
Undergraduate Business English courses aim to prepare their (mostly) pre-experienced students for
the recruitment process and further entering the job market, which nowadays requires them to speak
at least one foreign language (mostly English) at intermediate level or higher and display a wide
array of skills even for entry-level positions.

According to a Cambridge English and QS Global Employer Survey (2016), based on data
collected from 5,373 employers in 38 countries, English language skills are important for over 95%
of employers in many non-native English-speaking countries. However, the same study reports at
least a 40% gap between the required and the actual skills that employees have, in every industry.
Reading and speaking are considered by employers to be the most important language skills, but only
a very small percentage (around 3%) are planning to improve the English skills of their employees.
Of course, these results may differ when looking at specific countries or territories, but the bottom
line is that recruiters are normally looking for candidates who already possess English language and
other practical skills, especially when it comes to management/executive positions. A superficial
look at the two most popular recruitment websites in Romania (ejobs.ro and bestjobs.eu) reveals that
most job titles and a large number of job advertisements (posted for all career levels) are in English,
and the vast majority of positions require at least a minimum level of English language competence.
In the case of multinational corporations however, this is the norm. According to Ellis and Johnson
(1994), employees who seek language training because of the demands of their jobs can be placed
into three main categories: managers (because they work with international affairs and, since they
occupy important positions, companies are more inclined to invest in training them), technical staff
(who may either be promoted to managerial positions or need to communicate with other departments
and/or clients and business partners) and secretaries and clerical workers (who also have a lot of
responsibilities and need to communicate with a variety of people). Nevertheless, we have reached a
point where it is difficult for any employee, no matter their position in a company, not to come across
any situation in which even the most basic knowledge of the English language come in handy, from
using the computer to reading the instructions on a product’s packaging or to giving directions to a
foreigner trying to find his or her way to somebody’s office. For the in-service learner, English holds
the key to professional development, as “it may be the gateway to promotion, the requirement for an
international posting or the means to success in next week’s presentation to management” (Brieger,
1997, p. 13). And with the advent of new technologies, corporations now expect their employees to
stay on top of alternative means of communication, like instant messaging, wikis, blogging, micro-
blogging, and videoconferencing (Chan, 2020).

Still, the ability to speak one foreign language is often the minimum level of competence required
nowadays. It is important to note that Tietze, Holden and Barner-Rassmussen (2016, p. 312) compare
“the highly complex transnational business communication capital of MNCs” to the behaviour in a
metropolis, referring not only to English but also to other national languages (like French, German,
Chinese etc.), “special languages (i.e. occupation-specific language forms) and corporate sociolects.”
Kim (2016) similarly points out that only focussing on Englishization in MNCs is an
oversimplification, since it is not the only language strategy employed by such companies. Rather,
the tendency is towards a multilingual strategy, which is obvious from the requirements included in
their job ads. English is no longer the only foreign language candidates need to speak because, based
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on the company’s profile and target customers, they will also have to use a second or third language.
Thus, it is argued that “the very process of economic globalization has by now detached itself from
the dynamics of Englishization and has adopted a much more sophisticated, multilingual strategy”
(Dor, 2004, p. 102, emphasis in the original).

However, English remains at the core of both MNCs’ communication activities and a lot of the
scientific and teaching work in the academia. Jackson and Primecz (2019) argue that even though
Englishization appears to positively offer scholars the means to publish their research in top journals,
it also highlights the discrepancies between native speakers and those who struggle to learn academic
English in order to read the literature and write articles in the foreign language. In terms of the
teaching and learning process in higher education, Van Parjis (2021) emphasizes the fact that the
universities’ desire to rank well and receive funding through internationalization has led to poor
quality education and is detrimental to both socially less advantaged students and national languages.
Similarly, in business, “critics of globalization warn that lack of proficiency in English and the skills
prized by today’s knowledge industries (e.g. advanced technological skills) can disadvantage
individuals and organizations by denying them access to resources and global markets (e.g. lucrative
contracts, intercultural/international contracts)” (Jackson, 2014, p. 274).

Consequently, balance needs to be achieved between taking advantage of the global opportunities
(through the extensive use of English) and losing our national identities, but this also explains why
recruitment sites are full of job advertisements written in English, because, at this point, job seekers
are used to being required to possess above average language skills. Moreover, smaller companies
have started to take advantage of the Englishization trend and try to mimic MNCs in order to attract
candidates looking for those benefits usually provided by corporations only. In fact, globalisation
itself has come to be seen as the result of multinationals’ activities, which rely on foreign direct
investment in markets characterised by rich but cheap resources (Haller, 2016), so they have
definitely started a trend in terms of recruitment standards and employee satisfaction on the local job
market.

So, what exactly makes multinational corporations so appealing to business students, what do
their ideal candidate profiles look like and how does this impact the undergraduate English courses
they attend? First, we will look at the results of a study conducted by Catalyst (2020), which details
the most desired employers in our country, based on the answers of over 14,000 respondents with a
higher education background in the fields of business, IT&C, engineering, social sciences and
medicine/pharma. Unsurprisingly, they are all multinational corporations. The top 5 contains the
following names, in the order of preference: Continental, Oracle, Microsoft, Amazon and IBM.
Continental occupies the first place in the respondents’ preferences for the second time in a row. This
proves that MNCs have both the know-how and the financial power to provide employee satisfaction.
Their business model usually includes a combination of higher-than-average salaries, extra benefits
like vouchers, a bonus system, private medical insurance and a type of corporate culture that allows
for more flexibility in terms of work schedules and task completion, teamwork, extracurricular
activities, training courses and/or travelling, which are appealing to potential candidates, especially
in contrast with the traditional work environments. At the same time, a look at the job postings on
two popular recruitment websites shows that all qualified positions at Continental require English
language skills, mostly at advanced level, with a few even requiring being proficient (Bestjobs.eu,
Ejobs.ro, 2021). Moreover, the job ads themselves are all in English, except for the ones where
foreign language competence is not required. The same is true for the other four most desirable
employers and, wherever other foreign languages (like French or German) are required, English is
present as well. Thus, it is not surprising that these three are the languages taught at the Faculty of
Economics and Business Administration in lIasi, with English being the top option in terms of
undergraduate students’ preferences.

Consequently, teachers are faced with the task of identifying and developing the language skills
needed to perform work tasks in a multicultural environment, which requires both specialised
(technical) knowledge but also the ability to communicate effectively using a foreign language in a
variety of situations. Corporations typically test the candidates’ language skills through various tools
(from written tests to phone or face-to-face interviews), which are sometimes more comprehensive
that the specialised, technical knowledge tests, so this proves the prevalence of linguistic competence
over other aspects involved at working for a multinational corporation. Moreover, companies often
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provide training courses themselves (usually in the case of other foreign languages, like Spanish or
Italian, but also English), in order to make sure that their employees language level is up to standard
in terms of the tasks to be performed.

Relevant information can be found below about a study which was conducted among business
students with a view to illustrate their perspective on some of the aspects discussed so far, specifically
the appeal of corporate jobs in relation to the Englishization of the Romanian society, in general, and
that of higher education, in particular.

3. Research methodology

In order to take a closer look at prospective job candidates’ preferences, a questionnaire was
devised using Google Forms and distributed online to first- and second-year undergraduates at the
Faculty of Economics and Business Administration in Iasi. The study set out to establish the appeal
of multinational corporations among business students and also to shed some light on the English
language requirements involved in such corporate jobs. The questionnaire was devised in English
and consisted of 13 questions in total, including those referring to demographic information. One
hundred and two responses were recorded, over a period of one week.

The main research questions were the following:

e Would business students choose to work for a multinational corporation? Why/Why not?

e Have they applied for a job at an MNC and if yes, what did the application/recruitment process

involve in terms of (English) foreign language use?

e [fthey worked or are currently working at an MNC, were/are they using their English language

skills to complete the tasks and, if so, which ones?

e Do they see themselves having a long career at a multinational corporation?

The questionnaire was distributed to students from six specialisations (CIG — Accounting and
Business Information Systems, FB - Finance and Banking, IE — Business Information Systems, EAI
— Economics and International Business, MG — Management, MK — Marketing). All the demographic
information is synthetised in the following table.

Table no. 1. Demographic information

Category Number of respondents: 102
Gender Female: 70 | Male: 32
Age 18-25: 100 | 25-30: 2 | Over 30: 0
Year of study 1* year: 18 2™ year: 84
Field of specialisation | CIG:16 | FB:15 | [1E:25 EALO | MG:17 | MK:16

Source: (Author’s own survey, 2021)

The results of the study are presented below, alongside a discussion of the overall appeal of
working for a multinational corporation among undergraduate business students.

4. Findings and Discussion

The first question in the questionnaire required students to say whether they would like to have a
job at a multinational corporation. There were three possible options and 63 respondents (61.8%)
answered ‘Yes,” 30 respondents (29.4%) answered ‘No’ and 9 (8.8%) answered ‘I don’t know’/’1
haven’t decided’ to this question.

This shows that more than half of the respondents would be interested in working for such a
company, possibly even before they graduate from university. While a significant number has not
made a decision yet (due to various reasons, among which may be the fact that they are still in their
first or second year), it is likely that, by the end of their studies, they will at least take this possibility
into account, since a large number of the advertised positions in large cities (such as lasi) on
specialized websites are within such companies.
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Figure no. 1. Results for question 1

Would you like to have a job at a multinational corporation?
102 responses

@ Yes
@® No
@ | don't know / | haven't decided

Source: (Author’s own survey, 2021)

If the respondents answered ‘Yes’ to the first question, they were directed to the second one,
which required them to tick the reasons for their choice or provide their own. The available options
were the following:

o Attractive salary package

o Attractive benefits package
Company prestige
Travel opportunities
Multicultural environment
(English) language improvement opportunities
Career development opportunities
Other

Figure no. 2. Results for question 2

If you answered "Yes" at the previous question, what would be the reasons for your choice?
63 responses

Attractive salary package 56 (88.9%)

Attractive benefits package 46 (73%)

Company prestige 33 (52.4%)

Travel opportunities —47 (74.6%)

Multicultural environment 31 (49.2%)

(English) Language improveme... 38 (60.3%)
Career development opportunit... 51 (81%)
It would be cool l§—1 (1.6%)

More for the experience itself, |...Jl§—1 (1.6%)

Source: (Author’s own survey, 2021)

Out of the 63 respondents for this question, the majority (88.9%) chose the first reason, 51 (81%)
chose ‘Career development opportunities,” 47 (74.6%) chose ‘Travel opportunities,’ followed closely
(73%) by ‘Attractive benefits package.” ‘(English) Language improvement opportunities’ was the
reason behind 38 (60.3%) respondents’ choices, while ‘Company prestige’ and the ‘Multicultural
environment’ appealed to 33 (52.4%) and 31 (49.2%) of the students respectively. One student
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(1.6%) responded that ‘It would be cool,” while another one (1.6%) added that he or she would like
to work for an MNC ‘more for the experience itself, I wouldn’t work all my life for a Multinational
Corporation.’

As previously stated, corporations have relocated their operations to markets such as Romania
because they can find qualified workforce who can speak English well at lower costs, which allows
them to provide attractive salary and benefit packages and still make a good profit. In an environment
where the concept of employee satisfaction did not really exist thirty years ago, it is not surprising
that (prospective) candidates value the opportunity to have a pleasant work environment and develop
their career, which MNCs usually provide them with.

Those who had answered ‘No’ at the first question were asked to give their reasons as well. They
had to choose from the following options:

Work schedule

Deadlines

Working via phone/e-mails/IM/CMR (Technology-based job)
Advanced (English) language skills requirements

Lack of flexibility/space for creativity

Corporate culture

Corporate values/philosophy

Other

Figure no. 3. Results for question 3

If you answered "No" at the previous question, what would be the reasons for your choice?
9 responses

Work schedule 3 (33.3%)

Deadlines |0 (0%)
Working via phone/e-mails/IM/... 1(11.1%)

Advanced (English) language s... —3(33.3%)

Lack of flexibility/space for crea... 4 (44.4%)

Corporate culture 2 (22.2%)

2(22.2%)

Corporate values/philosophy

| tend to think that a job in a cor... 1(11.1%)

Source: (Author’s own survey, 2021)

Out of the 9 responses for this question, 4 (44.4%) referred to the perceived ‘Lack of
flexibility/space for creativity” when working for a MNC, 3 (33.3%) were about the “Work schedule’
and ‘Advanced (English) language skills requirements’ respectively, while 2 respondents (22.2%)
chose ‘Corporate culture’ and ‘Corporate values/philosophy’ respectively. One student (11.1%)
chose ‘“Working via phone/e-mails/IM/CMR (Technology-based job)’ as the reason, while another
one (11.1%) answered: ‘I tend to think that a job in a corporate setting would limit my ability to
evolve professionally at a certain point.” No respondents chose ‘Deadlines’ as a reason for not
wanting to work for an MNC.

Consequently, even though working for a multinational corporation has its benefits (as discussed
above), business students are aware that this comes with some downsides as well, which might even
discourage them to apply for a position altogether. Corporate jobs are perceived as inflexible, both
in terms of work schedules and other requirements, while corporate culture and philosophy does not
fit every personality. However, a lot of the respondents have already applied for a corporate job,
presumably to test out such an opportunity before dismissing it completely.

43



“Ovidius” University Annals, Economic Sciences Series
Volume XXI, Issue 2 /2021

The following two questions referred to applying for a job at a multinational corporation and the
recruitment process. When asked whether they had ever applied for a position at a MNC, 88
respondents (86.3%) out of the total of 102 said they hadn’t, with 14 (13.7%) answering that they
had.

Figure no. 4. Results for question 4

Have you ever applied for a position in a multinational corporation?
102 responses

® Yes
® No

Source: (Author’s own survey, 2021)

Those who answered affirmatively were next asked about what the recruitment process involved,
with the following options:
e Sending a CV in English
Sending a Letter of Motivation in English
Taking an English language competence test
Taking a specialised knowledge test in English
Attending an interview in English
Other

Figure no. 5. Results for question 5

If you answered "Yes" at the previous question, what steps did the recruitment process include?
14 responses

Sending a CV in English 13 (92.9%)

Sending a Letter of Motivation i... —5 (35.7%)

Taking an English language co... -7 (50%)

Taking a specialised knowledg... 6 (42.9%)

Attending an interview in English 11 (78.6%)
And a technical interview base... 1(7.1%)

attending a mini-interview in Ru... 1(7.1%)

Source: (Author’s own survey, 2021)
Out of the 14 responses to this question, 13 students (92.9%) chose the first option, ‘Sending a

CV in English.” Eleven respondents (78.6%) also attended an interview in English, 7 (50%) had to
take an English language competence test, 6 (42.9%) took a specialised knowledge test in English,
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while 5 (35.7%) sent a letter of motivation in English as well. One respondent (7.1%) added that he
or she had to also attend a mini-interview in Russian (which was needed for the position he/she
applied for), while another one (7.1%) mentioned ‘A technical interview based on my knowledge of
the field.” The recruitment process at MNCs clearly relies heavily on the candidates’ English
language competence, as it can be observed from the job advertisements available online. Moreover,
this reflects the high percentage of language use for the completion of work tasks.

Out of the 14 students who had applied for a corporate position, 7 (50%) worked or are currently
working at such a company (internships included), so they were next asked how often they used/are
currently using English for completing their tasks at work.

Figure no. 6. Results for question 7

If you answered "Yes" at the previous question, did you use / are you currently using English for

completing your tasks at work?
7 responses

@ VYes, every day.
@ Yes, occasionally.
@ No.

Source: (Author’s own survey, 2021)

Five of them (71.4%) answered ‘Yes, every day,” while 2 (28.6%) answered “Yes, occasionally,’
with 0 answers for the third option, which was ‘No.’

Next, respondents had to choose the English skills they most commonly used at work. ‘Reading’
was the top choice (100%), followed by ‘Listening’ (85.7%), and ‘Speaking’ and ‘Writing” (both at
71.4%).

Figure no. 7. Results for question 8

What English language skills did you / do you most commonly use at work?
7 responses

Speaking 5(71.4%)

Reading 7 (100%)

Listening 6 (85.7%)

Writing 5(71.4%)

0 2 4 6 8

Source: (Author’s own survey, 2021)
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The results for this question are consistent with those presented in the previously cited study
conducted by Cambridge English and QS, but they also show that all four skills are required, since
most of the tasks are in English and a good level of language competence is needed to complete them.

Finally, when asked how long they see themselves working for an MNC, 3 respondents (42.9%)
chose the ‘Under 5 years’ option, the ‘Indefinitely’ option was selected by 3 respondents as well,
while 1 student (14.3%) chose the ‘5 to 10 years’ one.

Figure no. 8. Results for question 9

How Iong do Yyou see YOUFSEif working for a multinational corporation?
7 responses

@ Under 5 years
@® 5to 10 years
Indefinitely

Source: (Author’s own survey, 2021)

This indicates that, even though corporations are appealing, a lot of candidates are not willing to
spend their entire career in such an environment. They are more likely to try things out, gain
experience and then move on to something else, which is more consistent with their career goals
further down the road.

This study has its limitations in terms of the number of students questioned, but it does reveal the
fact that there is a definite interest in working for a multinational corporation among business
students, who are generally not deterred by the language-related competencies required for such
positions. Further research is certainly needed in order to be able to make generalisations, and it
would definitely be interesting to find out whether and how their opinions change with time, as they
get closer to graduation. However, in the past year and a half, given the switch to online education
during the pandemic, more and more students have started to combine education with work, as they
feel distance learning is more compatible with having a job, which might have also led to an increase
in the number of students working for corporations.

5. Conclusions

The current job market in Romania and the business students’ preferences as expressed in the
study conducted at FEAA lasi clearly show that there is a significant interest in corporate jobs,
especially in big university centres where MNCs have expanded their operations. The Englishization
of both society in general and higher education in particular has provided them with a highly-
qualified workforce, who in turn is eager to access corporate jobs due to the benefits they provide
and the opportunity to further develop their career in a multicultural environment. Thus, the two are
in a sort of symbiotic relationship, but we must not forget that corporations are constantly watching
their costs and may at some point be unable to fulfil the increasing financial requirements of their
employees. On the other hand, as the study showed, job seekers are not planning to spend too much
time working for corporations, seeing them as a good starting point in order to gain experience but
not necessarily worth dedicating their entire careers to, which does say a lot about the perception of
corporate culture among the younger, highly-educated generation. They are becoming increasingly
aware of their value and prefer to relocate abroad or start their own business if they do not feel
satisfied with what is currently offered on the market.
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English seems to continue its supremacy as a widely-used used foreign language in Romania,
both in the academic environment and on the job market, with the pandemic seemingly accelerating
the trend as online communication has allowed us to connect virtually with even more people and
attend global events where English is the access key to effective information exchange. Thus,
although Englishization may be seen as a threat to national culture and can certainly put several
categories of people at a disadvantage when it comes to access to information or to well-paid jobs, it
is also a means to tap into global resources which can open doors career-wise and not only.

Disclaimer: This case study and the corresponding questionnaire have not been ordered or endorsed
by any academic institution or private company, including the ones mentioned in this article.
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Abstract

This article searches for influential factors on new companies’ formation in a number of 26
EU Member States during the 2009-2019 period basing on available statistical data of this. In such
an order data were panel organized and an ARDL (autoregressive distribution lag) model was
estimated as the result of unit root tests for stationarity of variables with different level of
integration (Ip ;1;). The main advantages of such a model used is that we can obtain an image of
long run and short run associations between model variables for all countries. In addition, the
ARDL model will take into account heterogeneity (differences) among countries by allowing for
country specific variables. Significant results for long run association between variables for most
countries were obtained, except for: Belgium, Germany, Estonia, Spain, France, Hungary and
Austria; short run associations will be presented also individually for each of the 26 countries
implied.

Key words: enterprise birth rates, entrepreneurship environment, EU entrepreneurship,
determinants of new enterprises formation
J.E.L. classification: CO1, C13, C23, M13

1. Introduction

As already mentioned above, the aim of our below study is detecting a correlation, i.e. some
causal links between new companies’ formation in most of the EU member countries and a list of
macroeconomic variables assumed to influence it in the literature. We believe that the significance
of this study then deepens on identifying short and long term such links and these between the
exogenous like existing entrepreneurship, unemployment rate, GDP, the population’s educational
attainment level and density of population, on the one hand, and the endogenous that is the
enterprise birth rate, on the other. And this will be while limiting to the EU member countries.

Actually, we see this as a challenge and as an attempt to solve it by an ARDL regressive type
model, given stationarity and differences within these above variables’ integration degrees. As
equally mentioned above, the model will range on a panel data of 26 EU member States and
correlations will result and be seen not only on the short and long terms, but equally on both sides,
the Union, as a whole, and each member country in part. Reference data come from Eurostat for
the EU member States, as cross-sections, on the 2009-2019 years interval (11 years).

Besides, a substantial literature treats on the companies’ formation issue and here we’ll have a
‘literature review’ paragraph detailing about each variable in context. Positive (+) and significant
influences on business formation (i.e. new companies) are here expected from currently existing
entrepreneurship, country’s economic development attained, density of population and degree of
education attained, the last a proxy of human capital related to both each country in part and the
whole Union. Last, but not least, the unemployment rate is here expected to equally encourage the
new business, rather than its alternative option for the unemployment benefits.
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2. Literature review of variable selection

According to Eurostat statistics, the enterprise is an unit that produces goods and services and
benefits from autonomy in making decision, e.g. its resources allocation. An enterprise (that might
be equally called firm or company) is a legal entity everywhere and can do its job in one or more
establishments.

Enterprise birth rate (endogenous variable) will be the considered number of newly created
enterprises (firms, companies) in year “t” over total number of active enterprises at the same year
end, in percentages. This is a so called ecological approach (Alexandrova, 2015). An enterprise
birth rate so has been computed for each of the EU 28 countries, here excluding Greece and Croatia
for no available data.

The enterprise birth rate, as in the Eurostat definition, relates to the creation of such production
units. And this is understood simply as newly added combinations of production factors in which
the existent enterprises aren't involved. This institutional definition so skips new born enterprises
through mergers, split-offs, break-ups and/or existent enterprises’ component sets restructuring.
The same for sub-populations of enterprises that result from changing activity only. Such a new
born enterprise is viewed as a new activity from scratch. New born enterprises also create new jobs,
while reactivation of dormant enterprises are not supposed to be any new born enterprises.

Existent entrepreneurship, as a first independent variable, equals the number of existent
entrepreneurs (i.e. enterprises) and the literature sees it as favourable for new enterprise creation
since the existing entrepreneurship actually defining the business environment stability in the
economy (Otsuka, 2008, Henderson at all 1995). Here the existing entrepreneurship is the number
of legal establishments accounted in each country each year. The higher the number of companies
and offices, the more the available capital. The whole rest of resources and factors, here including
intelligence, talent and opportunities sees itself boosted in context (Ciccone and Hall, 1996).

But to be equally mentioned that a positive relationship between existing and new born
entrepreneurship does not make unanimity in the literature, i.e. while the previous opinion sees
business opportunities multiplying, the last (opposite) view sees rather competition strengthening in
the area. Other opinions see the entrepreneurial climate as either positive for the individual
decisions to become entrepreneur (Armington and Acs,2002; Delfmann et all, 2014), or already
settled in its past (Fotopoulos, 2014).

Gross domestic product at market prices - in volume terms specific to the year 2010 as per
capita Euro — here is the second independent variable. It is calculated as the ratio of real GDP to the
average population of a specific year in the 2010 prices. GDP measures the amount of total final
output of goods and services produced by the economy within a certain period of time. It includes
goods and services with their own specific market segments done (or able to do as such) and
products which are produced by general government and non-profit institutions. It is a measure of
economic activity and is also used as a proxy for the development in a country’s material living
standards. Studies have shown that the relationship between entrepreneurship and per capita GDP
is highly significant in the economic development context (Audretsch, 2007; Baumol & Strom,
2007). Opinions in the literature stays divided on the per capita growth’s influence on new born
business: Armington and Acs (2002) see it quite positive, Lee et al (2004) not too much influence
(about zero) and Sutaria and Hicks (2004) even the contrary effect.

Unemployment rate — the one of 15-64 years of age unemployed individuals in total population
of these same ages (%) — is the third independent variable and a problem to be permanently fought
by political authorities and also a reason for the citizens to become self-employed (Deveci and
Seikkula-Lein,2018). It is here seen as a natural labour resource for newly created enterprises.
Unemployment can be considered a push factor as it turns self-employment into a necessity. Storey
(1991) and Lindh and Ohlsson (1996) here see some positive association with creation of new
businesses, while other cross-sectional studies indicate rather the opposite (Giannetti and
Simonov,2004). According to Audretsch and Thurik (2002) a low level of unemployment can
stimulate entrepreneurship by opportunities here given. At the macro level a high rate of
unemployment might also negatively impact the level of entrepreneurship by lowering availability
of business opportunities when depressed economy (Audretsch at all, 2002 and Almus and al.,
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1999). Johnson and Parker (1996) also found a negative effect of unemployment on
entrepreneurship.

The population’s educational attainment level (i.e. tertiary/%). This is the fourth independent
variable of this model and sees the tertiary education population of 15-64 years of age in total
population of these ages. The literature sees it as the most influential factor upon entrepreneurship.
“University education makes them ready for the tough market game” (Robinson & Sexton, 1994),
while Bili¢ I. and all (2011) cite studies in Croatia that find as high as 67% of Croatian students
with serious and strong entrepreneurial intentions (see also Bakoti¢ & Kruzi¢ 2010). The same for
studies previously made in France to conclude on the importance of young and highly skilled
people, here including graduates of local universities, for current business (Guesnier,1994).

The population density — i.e. the demographic balance, as population on square kilometer —is the
fifth variable considered, here seen as important for entrepreneurship through measuring the
production factors' crowding in the area. The growth of population might keep its effects on the self
employment level in a country (Verhoeven, 1995). Countries with rapidly expanding population,
here including labour force, see also growth in the self-employed people’s share in total population;
the opposite for countries of low growths of total population. Briiderl & Preisendorfer (1998),
mentioned by Audretsch et all (2002), argue for the up pressure on the entrepreneurial activity from
higher population density, the urbanization factor and so the specific infrastructure proximity.
Reynolds et al. (1994) and Storey (1994) similarly express that the population’s important density
in the urban areas clears the way for new small business opportunities.

3. Data and methodology

The macro-level determinants of entrepreneurship are resulting from the relationships between
human capital, level of development, and institutions (Arin et al, 2014). Human capital, as a
production factor, but equally an influencing factor for entrepreneurship, will be analysed below as
related to population's density, to education and unemployment rates as well. As in context
population density is here considered a measure of population agglomeration in a country, tertiary
education is a measure of the educated part of 15-64 years old population as a percent in total
population of this age group and unemployment rate, actually in each of the EU member States, is
the unemployed people’s percentage of given labour force.

The Eurostat database that includes the entrepreneurship statistics for 26 countries (less Greece
and Croatia, just for missing data) as EU member States will be here used. Each country
development level, here as an influential factor of new firms' creation and of the existent
entrepreneurship's strengthening, will be seen below with the help of per capita GDP in Euro
referred to the 2010 year basis (the 2010 volume = 100 for next following years’ numbers in
chain). Data will be panel ranged for their analysis through the ARDL (autoregressive distributed
lag) type model due to their integration degree difference — I(0), versus I(1) -, as according to
Pesaran (1999). In a ARDL model type, each of variable of interest is considered to be a function
of the it’s past values (auto-regressive) and the present and past values of other variables
(distributed lag). The Eviews programme will help for model estimations.

4. Model description and results

Previously to regression analysis done descriptive statistics were deployed for information about
normal distribution, versus outliers in data, for measuring the central tendency (mean, median,
maximum, minimum,), the same for dispersion (standard deviation) and the same for normality:
kurtosis (measuring the sharpness degree) and skewness (measuring the degree of symmetry). The
sample here comprises those 26 EU member countries, with data for the 2009-2019 year interval
provided by Eurostat 2020 statistics (see Table no.1)
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Table no. 1. Variables descriptive statistic, Sample: 1-286

Corlr\nl;e):lvnies Entrepreneurship | GDP/capita | Density | Tertiary | Unemployment
Mean 2.29 12.99 9.96 4.70 3.22 2.10
Median 2.30 13.10 10.04 4.68 3.31 2.06
Maximum 3.21 15.20 11.33 7.31 3.70 3.26
Minimum 1.11 10.19 8.51 2.75 241 0.83
Std. Dev. 0.33 1.40 0.64 0.96 0.31 0.41
Skewness -0.03 -0.23 -0.19 0.29 -0.61 0.23
Kurtosis 3.60 2.15 2.38 3.44 2.34 3.034
Jarque-Bera 4.06 9.97 5.85 5.81 21.12 2.47
Probability 0.13 0.006 0.053 0.054 | 0.000026 0.28
Sum 595.64 3379.18 2592.03 1224.02 | 839.79 546.74
Sum Sq. Dev. 28.77 507.72 106.73 243.06 25.04 45.14
Observations 260 260 260 260 260 260

Source: author’s own calculations with Eviews, based on Eurostat data

The skewness between -1 and -0.5 (negatively skewed) means that data are moderate level
skewed (the case of “tertiary education” variable). The unemployment variable shows a normal
distribution with a kurtosis of 3 (mesokurtic). Entrepreneurship, per capita GDP and tertiary
education reveal kurtosis of less than 3, meaning a flat distributions (platykurtic) relative to the
normal. New companies and density variables are leptokurtic (with a kurtosis of more than three).
The Jarque-Bera statistic here measures the difference of the skewness and kurtosis of the series
with those from the normal distribution. The association’s probability (the null hypothesis of a
normal distribution) reveals that two of variables are not normally distributed — but the rest of them
are.

Further on, the model’s estimation needs stationary and co-integration specific tests. Inclusion
of non stationary panels in the estimation might lead to spurious regressions (Baltagi, 2013;
Gujarati & Porter, 2009). Then, when we don’t find any unit root in the data of each series means
that the series are stationary. Co-integration is tested for a long run relationship between two or
more non-stationary series. Various unit root tests for panel data were then performed — e.g.
common tests as Levin, Lin, and Chu (2002), Breitung and Candelon (2005), Im, Pesaran, and Shin
(2003) and individual root tests as Augmented Dickey and Fuller-Fisher and Phillips and Perron-
Fisher test, in Eviews programme. We also used the Schwartz info criterion for selection of lag
order. These tests have null hypothesis Ho, when all variables have unit root and alternative
hypothesis Hi, when all variables are stationary for a significance level accepted as o = 5%.

More precisely: Yi= Y1 + &, where Y is the endogenous variable at time t and & is a the error
term.

Due to these mixed orders of integration, the PMG/ARDL (pooled mean group/auto-regressive
distributed lag model) panel approach here proves more appropriate than the traditional panel co-
integration test. The option for ARDL was for the 0 versus 1 integration degrees announced. The
endogenous here is stationary at level, i.e. at [(0) integration degree. On the contrary, the
independent variables are I(1) integration degree, i.e. at the first difference. According to Johansen
(1995); Philipps and Hansen (1990), the long-run relationships is present only if a exist a co-
integration among variables with the same order of integration. Contrary Pesaran and Shin (1999)
argue that the ARDL panel could be equally used with variables of different integration levels, i.e.
1(0), and I(1).

Concomitantly, the PMG/ARDL type model Eviews estimated here makes clear the yes or no
short and long term association's existence between variables. Moreover, the short run association
between variables will be possible for each EU member country in part, together with country
specificities to be made distinct. As already mentioned above, the ARDL model estimation for
panel data takes into account heterogeneity (i.e. differences) among countries by allowing for
country specific variables. This data panel contains a combination of cross section (N=26 countries,
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as EU member States) and time series (T=11 years) observations, i.e. a short panel with large N and
smaller T. The model sees itself applied on an unbalanced panel for missing data cases either.
The general form of ARDL (p,q...q) model is specified as :
Yie = ZPym104Yi,e5 + Zh=1BiiKi -+ i+ it €]
in which:
Yi:is the endogenous variable;
Xitis a vector of exogenous and could be I(0) or I(1) or co-integrated
aj is the coefficient of the lagged exogenous variable
Bij are coefficient vectors
u is the country (specific fixed effects)
I=1,2.....6 ; t=1,2,.....11; p, q are the lag orders; e is the error term.
P represent the lag of the endogenous variable, and q, the lag of exogenous variables
The re-parameterized ARDL(p,q,..q)error correction model is specified as :

AYit = 0*[yis1 - ZiXi JHE = hAX i+ 2T =0 A X e (2)
in which:
0i = -(1-y) - country specific speed of adjustment coefficient (expected 0i<0)
Z;-vector of long run relationships
ECT -[yiu1 - ZiXi] = error correction term
h;, B = short run dynamic coefficients

The ARDL model then finds a long-run equilibrium between similar variables across the 26
countries in the sample, except for a sub-set of these. The short run adjustment, in its turn, might be
country specific, i.e. different impacts of unemployment, tertiary education attainment and/or GDP
on either entrepreneurial environment or companies’ creation. The coefficient of the error-
correction term is negative and not lower than -2 (Samargandi et all, 2013) for the existence of a
long-run relationship among the variables of interest. Data limitation here imposes the lag
structure. This last is rather likely to be imposed across countries when the time dimension is not
long enough to force lags extension (see Loayza and Ranciere, 2006; Demetriades and Law,2006).

Based on the Akaike criterion the following lag structure (1,1,1,1,1,1) for the all variables in the
model was estimated.

The long run coefficient is here estimated as common coefficient which keeps both negative sign
and lower than 1% significant level (probability of 0.0005 < 0,01). Value of -0.601719 represents
the long run association between variables or speed of adjustment. Long run association is
estimated also through individual coefficients for each variable, but it stays common to all
countries. The 1% increase of existing entrepreneurship leads to the 0.08% increase of new
companies’ creation in the long run. The coefficient has positive sign, as expected.

The per capita GDP coefficient is also positive and the 1% increase of per capita GDP level
leads to the 0.16% increase of new companies’ formation in the long run, as well. Increase of
unemployment rate by 1% can also conduct to an increase of new companies’ formation of 0.07%
in the same long run actually, unemployment could be a labour resource needed for the new
enterprises.

Density’s coefficient sign is negative, namely contrary, as expected. The 1% increase of density
of population would lead to a 0.143% decrease in new companies’ formation — actually, population
crowding might rather discourage entrepreneurship in the long run.

Tertiary education, as a common coefficient for all countries, is not significant in the long run
(significance probability is 0.2418>0.05 % significance level).

In the short run, only existing entrepreneurship and GDP are significant and positive signs, as
expected. Tertiary education, unemployment rate and density of population have no influence on
new companies’ information in the short run (see Table 3)

As equally already mentioned, the ARDL model keeps also the advantage that short run and
long run coefficients can be estimated for each country in part. See the table below with the
individual results as such. Here there are significant long run associations between variables for a
majority of countries, i.e. except for: Belgium, Germany, Estonia, Spain, France, Hungary and
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Austria, due alternatively to their probability of more than significance probability level of 0.05% ,
or to non negative sign of long run coefficient .

Table no. 2. Long run coefficients and associated probability

Country Long run coefficient | Probability
Belgium 0.121 0.002
Bulgaria* -1.057 0.000
Czech* -0.196 0.014
Denmark* -1.019 0.000
Germany 0.268 0.000
Estonia -0.185 0.114
Ireland* -0.170 0.091
Spain 0.686 0.001
France 0.109 0.000
Italy* -0.104 0.000
Cyprus* -0.468 0.000
Latvia* -0.886 0.000
Lithuania* -0.299 0.000
Luxembourg* -0.821 0.002
Hungary -0.202 0.518
Malta* -1.348 0.000
Netherlands* -0.334 0.003
Austria 0.105 0.001
Poland* -1.953 0.000
Portugal* -0.313 0.003
Romania* -0.990 0.000
Slovenia* -1.158 0.000
Slovakia* -1.381 0.000
Finland* -0.118 0.000
Sweden* -0.406 0.005
UK* -3.525 0.003

Source: own representation; calculation performed in Eviews
* significant values of long run coefficient

In the short run, the PMG/ARDL model here offers the capability of detecting the exogenous
on endogenous influence both in each country included and through individual coefficients of each
variable. So, the existing entrepreneurship variable seems to be significant and has positive
influence on new companies’ formation in the short run for: Czech Republic, Denmark, France,
Italy, Cyprus, Latvia, Lithuania, Luxembourg, Poland, Romania, Slovenia, Slovakia, Finland,
Sweden and the UK.
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Table no. 3. Short run individual coefficients and estimated probability

Country Variable Coefficient (Std. Error t-Statistic | Prob. *

Belgium Unemployment -0.17319 0.048661 -3.559126 0.038

Bulgaria Unemployment 0.082359 0.017931 4.593107 0.019

Czech Republic Entrepreneurs 2.897227 0.812672 3.565064 0.038

Tertiary -1.412156 0.458467 -3.080167 0.054

Denmark Unemployment -0.288956 0.011024 -26.2125 0.000

Tertiary 2.238893 0.873569 2.562927 0.083

Entrepreneurs 4.520834 0.255037 17.72622 0.000

Germany Unemployment 1.428391 0.234009 6.103996 0.009

Tertiary 4.125799 0.303166 13.60906 0.001

Entrepreneurs -6.822536 0.652576 -10.45478 0.002

GDP 7.240134 1.215 5.958959 0.010

Estonia GDP 2.734118 0.960622 2.846197 0.065
Ireland No short run

Spain Unemployment 1.283108 0.351835 3.646905 0.036

France Unemployment -2.479571 0.417958 -5.932583 0.010

Entrepreneurs 2.315106 0.247769 9.343793 0.003

Italy Unemployment -0.747742 0.018246 -40.98065 0.000

Entrepreneurs 8.299672 3.377853 2.457085 0.091

GDP -5.724641 0.625611 -9.150485 0.003

Cyprus Unemployment -0.44 0.069793 -6.304341 0.008

Entrepreneurs 1.048907 0.33982 3.086656 0.054

Latvia Unemployment -0.134948 0.013252 -10.18307 0.002

Entrepreneurs 3.434655 0.065688 52.28725 0.000

GDP -0.4466 0.152739 -2.923935 0.061

Density -13.80091 2.331024 -5.920536 0.010

Lithuania Unemployment 1.257044 0.018126 69.35169 0.000

Entrepreneurs 1.67055 0.10445 15.99378 0.001

Luxembourg Unemployment 0.07509 0.007594 9.888247 0.002

Tertiary 0.291937 0.008996 32.45175 0.000

Entrepreneurs 1.991177 0.539003 3.694188 0.034

Hungary Unemployment 0.544813 0.1674 3.254549 0.047
Malta No short run
Netherland No short run

Austria Unemployment -0.271576 0.104701 -2.593833 0.081

Tertiary 0.107605 0.013207 8.147817 0.004

Poland Unemployment 0.51449 0.003914 131.4487 0.000

Tertiary 0.605172 0.144591 4.185414 0.025

Entrepreneurs -1.380677 0.023427 -58.93634 0.000

GDP 6.885972 0316716 21.74178 0.000

Portugal Unemployment 0.298333 0.097232 3.068249 0.055

Romania Unemployment 2.514109 0.44675 5.627551 0.011

Entrepreneurs 0.672526 0.143557 4.684719 0.018
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Slovenia Unemployment 0.341512 0.041863 8.157762 0.004
Entrepreneurs 4513914 0.793606 5.68785 0.011

Slovakia Unemployment 0.700498 0.01765 39.68816 0.000
Tertiary -4.964376 0.484511 -10.24617 0.002

Entrepreneurs 3.579412 0.36575 9.786509 0.002

Finland Unemployment 0.908135 0.070461 12.88841 0.001
Entrepreneurs 9.658762 2.489922 3.879142 0.030

Sweden Unemployment -1.208964 0.196462 -6.153693 0.009
GDP 2.870433 0.729381 3.935436 0.029

Entrepreneurs -1.515428 0.486341 -3.115977 0.053

UK Unemployment -3.181572 0.84714 -3.755663 0.033
Entrepreneurs 1.527259 0.306469 4.983402 0.016

Source: own representation; calculation performed in Eviews

Negative, but significant coefficients were obtained for Germany, where the entrepreneurial
environment seems to discourage the entrepreneurs. Tertiary education variable is significant and
positive in the short run only for Denmark, Germany, Luxembourg and Austria, and keeps negative
signs for Slovakia and Czech Republic. For the rest of countries tertiary education has no influence
on new companies’ formation in the short run. GDP variable is significant and positive in the short
run just for Germany, Estonia, Poland, Sweden and negative, but significant for Italy and Latvia.
For the rest of the countries it is not about any association between GDP and new companies
formation in the short run. Unemployment rate is significant and positive in the short run for
Bulgaria, Germany, Spain, Lithuania, Luxembourg, Hungary, Romania, Slovenia, Slovakia,
Finland, i.e. the unemployment rate rise might be presumed as a self-employment strengthening
factor. On the contrary, this is negative for Belgium, Denmark, France, Italy, Cyprus, Latvia,
Austria, Sweden and UK, i.e. countries in which unemployment rather impedes on new business.

Density of population looks significant, but has a negative influence on new companies’
formation just for Latvia and is not significant for the rest of countries — i.e. it seems that density of
population isn’t here too much able to influence the new companies’ formation.

Lastly, there are three countries of the total of 26 analysed, for which there is rather no
evidence for short run associations between variables in the model, but just for those of long run:
Ireland, Netherlands and Malta (all the results of interdependencies between variables are expected
in a longer number of years)

5. Conclusions

It is the PMG/ARDL type model of Pesaran and Shin (1999) helping this above finding of
influential factors on the new companies’ formation in both the whole EU area and each EU
member country. And so our analysis could focus on panel data developed on 26 individual
countries along an 11 years period that finally makes a total of 286 observations.

First, based on the above results’ estimation of long run common coefficients proper to all the
EU member countries prove that there are real influences in this long run from existing
entrepreneurship, GDP, unemployment and density of population on new companies’ formation in
European (EU) member countries. As presumed, a quality entrepreneurial climate is supposed to
stimulate the people’s decision to become entrepreneurs as a lot of studies support such an idea (see
also Armington and Acs 2002; Delfmann et all, 2014)..

Per capita GDP, as a predictor of new firm formation is found to have a positive effect in a long
run by similar studies (Armington, and Acs, 2002). — i.e. it is, of course, the economic development
level and its rising that positively influences either the business environment, or the companies’
creation, that is here included.
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Unemployment rate can be considered here a push factor as it turns self-employment into a
necessity. We obtained positive and significant results in line with other studies regarding positive
association with creation of new businesses. Storey (1991) and Lindh and Ohlsson (1996). in their
turn, argue in such a sense about the common scenario in which, first, employed people are
licensed — i.e. their wage/salary income turns into the lower one of employment benefit --, then
they prefer the self-employment alternative — i.e. that might provide the entrepreneur specific profit
of course higher than the unemployment benefit and sometimes higher even than the same people’s
former wage/salary (see also Harrison and Hart, 1983).

As for density of population, we can conclude that in the long run a higher population density
discourages the entrepreneurship, rather than supporting it. Tertiary education, in its turn, is not a
significant exogenous in the long run according to this model developed. It seems that a high level
of education does not quite lead to entrepreneurship option — i.e. different/lower education levels
here proves more appropriate, e.g. the professional, secondary and vocational ones.

In the short run there are significant common coefficients just for existing entrepreneurship, and
GDP in their relationship with new company formation. In the short run tertiary education,
unemployment rate and density of population prove no influence in new companies’ formation.
Using this ARDL model also individual coefficients were estimated, as already showed above, in
the previous parts of this paper. Just for three countries Ireland, Malta and Netherlands there aren’t
short run association between variables, but just long run ones.

There is to be mentioned in the end of our study that the above results get in line with previous
ones in this area, although with some limitations regarding the data missing for business European
statistics before 2009 and also total data missing for the 2009-2019 decade interval for Croatia and
Greece — so, these countries could be excluded from our above analysis. However, enlarging this
study on future is intended both provided corresponding data available and more variables
considering.
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Abstract

Even if, after the integration into the European Union in 2007, Romania had a thriving economy,
it ranks in the top of the underdeveloped countries, where the minimum wage is among the last in
the European Union. Although the post-social transition and European integration have shown
themselves full of benefits, there are major differences between the capital and large cities and rural
areas in our country. This influences the population in the migration process.

The agrarian system has come up with a new concept, namely regional development, a concept
that includes the set of economic activities taking place within a region, the investments made in the
private sector, the reduction of the unemployment rate and, above all, the proposals initiated to
increase the standard of living.

This article is based on an indication of the problems facing the South — East Region and the
current needs of the agricultural system and involves the creation of a plan of measures and
techniques to increase performance in rural areas.

Keyvwords: rural, pandemic, agriculture, region, system.
J.E.L. classification: O18, Q01, Q14

1. Introduction

Due to the major changes to which the agrarian system in our country is subjected, the economy
must be prepared for the emergence of a crisis. Thus, it is necessary to carry out a set of methods and
techniques that will help the economy not to collapse. The COVID-19 crisis is putting pressure on
all development sectors, especially agriculture through the delay in agricultural transport and the lack
of labor in some areas.

Following the census, the region has approximately 2.5 million inhabitants with ethnic and
religious diversity, namely Russians, Turks, Greeks, Roma and Tatars.

In the South-East Region, agriculture holds a surprisingly important share, especially since after
the area of fruitful vineyards, the region ranks first among regions.

This paper is based in the first part on the evaluation of the financing within the South-East
Development Region, further on the need for digitization and the European development model are
studied, and in the last part the provocations generated by the COVID-19 crisis are debated.

The South-East region is part of the 8 Development Regions of Romania, being the second largest
among the regions and includes 6 counties, namely Braila, Buzau, Constanta, Galati, Tulcea and
Vrancea. The total area of the region amounts to 35,774, 15% of the total area of Romania. In the
figure below we see the area of the South-East Region by counties.
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Figure no. 1. Distribution of se region counties by area
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https://www.adrse.ro/Documente/Planificare/Studii/Rezumat_studiu EDER.pdf accessed on 23.11.2021

2. Theoretical background

The rural area is facing more and more intense challenges more and more often (Stanciu S., 2007),
thus, more and more researchers show an increased interest in the analysis and study in the agrarian
field.

The improvement of the rural area is based on the analysis of the social and political challenges,
but especially on the detailed analysis of the climate changes taking place and which are influencing
more and more (Buhociu F.M., 2016). The literature presents focused the strategies used to improve
the performance of the agricultural sector. The high-quality technological instruments used in the
development of performance (Moga L.M., Buhociu F.M., lon L., Virlanuta F. O., Antohi V., Zugravu
A., 2009) are taken into account.

The efficient exploitation of the South-East Region could rank the region in the top of the
development regions in our country, especially since it has a real tourist potential (Kinga K.,
Bernadett P., Emese S., Eniko V., 2010). The concept of digitalization implies a strong strategic
approach based on economic development through tools such as research and innovation.

The macroeconomic results could be stimulated by the existence of a process as accurate and
complex as possible that would involve all the changes that occurred in a certain period of time
(Constantin DL., 2000).

The literature promotes strategies that are based on competitiveness in the agricultural field. To
draw up a solid development plan, it is necessary to identify the current state of the studied area,
including the main areas where assistance is desired (Stanciu S., 2015). The countryside is in a
continuous competition with the urban space although it does not enjoy the same fast-paced
development process.

3. Research methodology

The data studied in this work are results from the analysis of quantitative and qualitative methods
and techniques. The information is studied and analyzed from the National Institute of Statistics. In
the present paper we have analyzed information since 2014 to provide a more accurate vision of the
current situation in the rural area of the South-East Region.

Evaluation of funding under the South-East Region. To carry out the most accurate analysis, it is
necessary to evaluate the following points, namely:

Labor force evolution.

Analysis of the main economic indicators.
Entrepreneurial environment.

The evolution of digitalization.
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In recent years, the region has experienced a deficit in the working population, especially since
most decreases have been recorded in agriculture. In the figure below we note the distribution of the
civilian active population in the South-East Region in the period 2014-2017.

Figure no. 2. The civilian active population in the counties of the South-East Region, 2014-2017
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Source: Self-processed data from
https://www.adrse.ro/Documente/Planificare/Studii/Rezumat_studiu EDER.pdf accessed on 23.11.2021

The activity rate has fluctuated in recent years, and the county with the highest activity was in
2017, Vrancea, and the lowest activity rate was recorded in Galati, 59.2%. In the following figure
we see the activity rate recorded in the South-East Region in the period 2010-2018.

Figure no. 3. The evolution of the activity rate recorded in the South-East Region, 2010-2018
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Source: Self-processed data from
https://www.adrse.ro/Documente/Planificare/Studii/Rezumat_studiu EDER.pdf accessed on 23.11.2021

Below we will see the population of the South-East Region by age group in 2018.
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Figure no. 4. Population by age group, year 2018
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17.04.2021

4. Findings

The need for re-digitization the model applied in Europe

To make an extensive analysis, we went through the following directions:

Economy and need for development in the South-East Region.

Analysis of the labor force and the necessary indicators.

Prioritizing needs.

Applying a set of methods and techniques that consider the medium and long-term
development of the region.

For a long time, there has been talk about the need to transform the digital in our country to
position Romania among the developed states in the old continent. The emergence of the pandemic
caused by the COVID-19 virus emphasizes the need for digitization in our country.

The need for digitalization is based on the discovery of sectors in which the region excels, or their
potential is profitable in the future.

The emergence of the virus has caused major changes in all economic sectors. The labor market
sector has suffered the most. In the figure below we note the evolution of gross domestic product in
the period 2019-2020.

Figure no. 5. Gross Domestic Product 2019-2020
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Increases in gross domestic product have been identified in most of the development regions of
our country. The main branches of development of the South-East Region are the following:
Development of infrastructure and telecommunications.

Development of public services.

Environmental conservation.

Development of local tourism.

Creation of new housing and residential areas.
Attracting new investors to underdeveloped areas.
Supporting the economy.

YVVVYVYYVYVYVYY

5. Conclusions

The main purpose of creating a vision of smart specialization is to plan future actions by using
appropriate techniques in the development of areas with high potential for innovation.

In Romania, agriculture is an important pawn in the rural economy. As the demographic analysis
shows decreases annually, the most populated counties being Constanta and Galati, the labor force
also registers large deficits. Below we will list some aspects that can help create new jobs, namely:

» Transition from quantitative productions to qualitative productions.

» Creation of new education programs and qualification courses.

» Modernization of agricultural holdings.

» Adoption of innovative ideas and development of technology.

» Participation in Erasmus programmed involving the exchange of experience.

The realization of new jobs requires a significant positive effect for rural economic development.

The main advantage of the South-East Region is the geographical location. In this article, the
current needs of the region's rural development have been addressed, especially under the pandemic
shadow in which we are currently located. The pandemic has affected the entire planet with a
negative impact on the labor market.
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Abstract

In the context of introducing the latest rules for traffic monitoring, new types of cars propulsion,
and security systems, a significant change in the trends of human life lost in car accidents and
diminishing CO pollution are expected. In this article, we emphasize the trend in these two directions
in the European countries. It is shown that the human loss significantly diminished in a certain
number of countries, while the CO recorded a decreasing trend in 25 countries (out of 28) during
the analyzed period. Clustering emphasizes the existence of the dissimilarities among the series
contained in different groups obtained based on the two study criteria.

Key words: trend, cluster, statistical analysis
J.E.L. classification: Q52, R11

1. Introduction

On the European Union (EUR-Lex 1) site, it is mentioned that the policy in the transport field
should have as the final goal ensuring ‘smooth, efficient, safe, and free movement of people and goods
throughout the EU’ by all modalities and employing interconnected transportation networks.

The EU White Paper (COM(2011) 144 final) presents transportation as a key element for society
and the economy that must ensure the necessities of the market and the citizens’ mobility. Therefore,
it must fulfill sustainability and security conditions, including pollution reduction, environment
conservation and restoration, passengers’ rights.

The study presented here investigates the results of EU directives implementation in the national
legislation. Two time series are investigated, one reflecting the traveling security, and the second
one, the pollution level with CO. The correlation of these aspects, reflected by clustering the countries
based on two criteria, is finally emphasized.

2. Literature review

One of the critical concerns constantly raised by scientists after 2000 is pollution (Al-Taani et al.,
2021; Barbulescu and Dani, 2019; Barbulescu and Nazzal, 2021; Nazzal et al., 202la,b;
Barbulescu et al., 2018, 2021). WHOs reports show that over four-fifths of the urban population is
affected by pollution at an alarming level surpassing the international recommendations. In the Asian
and Mediterranean cities from middle and low-income countries, pollution values are 5-10 times
above the warning limits (WHO, 2016a,b).

Owusu and Sarkodie (2020) showed that the WHO Directives for air quality were met by no
country studied (195) in 1990 — 2017.

The Report of the European Union emphasized the necessity of drastically decreasing the
pollutants emissions to limit the global temperature increase to a level under 2°C. The EU established
the target of reducing the emissions of greenhouse gases (GHGs) by 2050 under the 1990’s level
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(COM(2011) 144 final). The analysis of the European Commission emphasized that diminishing the
GHGs emission from the transport sector by a minimum of 60% by comparison to 1990 is mandatory
by 2020 (COM(2011) 112 final) given that the pollution coming from this sector is still significant.
The goal set for 2030 is reaching a level 20% lower than in 2008.

On the other hand, the Directive 2010/40/EU introduced the framework for the European Union
countries for the Intelligent Transport Systems deployment (EUR - Lex 2). It stipulates the
implementation and application of the new communication technologies for improving the efficiency
and safety of the transport and passengers.

Since the European countries transposed in their legislations the stipulations of the EU Directive,
our study comes to analyze the progress of applying these regulations in two directions: reducing the
pollution with CO (that is mainly due to the engine's exhaust) and diminishing the number of dead
people in car accidents (that should be the direct result of the intelligent driving systems
implementation and traffic monitoring).

3. Research methodology

Statistical analysis has been performed on the series recorded in each country (spatial analysis)
aiming to emphasize the series evolution. They included:
e Computation of basic statistics and boxplot drawing for the outliers’ detection.
e Testing the null hypothesis (Ho) that the series presents no monotonic trend versus the alternative
hypothesis (H;) that such a trend exists, utilizing the Mann-Kendall test (Hipel, 1994).
If Ho was rejected, the nonparametric procedure of Sen (1968) was utilized to compute the slope
of the linear trend detected.
e If'there is a trend, it can be increasing (when a positive significant was estimated), or decreasing
(when a negative significant slope was computed).
e Testing the hypothesis (Hp) that the series is stationary in level/trend versus (H;) its non-
stationarity in level/trend, utilizing the KPSS test (Kwiatkowski et al., 1992).
The significance level at which the hypotheses testing was done is 5%.
The series have been grouped in clusters using the k-means algorithm (Everitt et al., 2011; Xu
and Wunsch, 2005).
For selecting the best number of clusters, 30 criteria have been utilized. The optimum number of
clusters was selected based on the majority rule (Kassambara).
Data series consists of the annual series formed by the number of deaths in car accidents and the
series of CO emissions recorded in 28 European countries in the period 2007 — 2017. Data was
downloaded from Eurostat (Eurostat). The first series is represented in Figure 1.

Figure no. 1. Boxplots of the deceased series
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Figure 2 contains the chart of average pollution with CO in the European countries during the
study period.

Figure no. 2. CO volume recorded in the European countries during the period 2007 -2017
4800 -

- —2007 ——32008 ——2009 ——2010
— 21 —2012 — 013 ——2014
i S0 ¥
2 2015 2016 - 2017
w 3000
£
2 2400
g
1800 :
1204 |
" ";'\-ﬂ ] | 'll I&' . =
P Bl ¥ s 73 ) L .,
5SS EEEUm*pol >0T g WMa¥ oD Ee88 S5
I et FE el ~ e TR m=,;,'“3|::|=:'='=‘?:ﬂ£x:qﬂm
~E58z28c232pE23 83583 $5fEEEAg D
832 CgdEt et Ts5 %2843 Az
3 E 2
]

Source: Own chart drawn using data from https://ec.europa.eu/eurostat/web/main/data/database

4. Findings
4.1. Results on the deceased series

The basic statistics are presented in Table 1. The highest minimum values are reported in
Romania, Croatia, Poland, Bulgaria. The highest maximum values are reported in Lithuania, Croatia,
Romania, Poland, and the highest average are in Romania, Bulgaria, Latvia, and Poland. These are
countries where the transportation infrastructure is deficient.

At the opposite pole, the lowest maxima were recorded in Ireland, Switzerland, Sweden,
Germany. In contrast, the lowest average was registered by Sweden, U.K., Switzerland, and Malta,
where the legislation is less permissive to the traffic rules violations.

The coefficient of variation (cv) (Table 1) indicates the highest variation of the series values for
Denmark, Slovakia, Lithuania, and Malta. The first three mentioned series exhibit a decreasing trend,
based on the results from Table 2.

Table no. 1. Basic statistics of the deceased series
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min 7.0 5.7 4.2 2.1 2.8 2.8 7.5 5.5 8.6 4.6 4.4 3.6 2.5 6.0
max 14.5 | 15.6 5.1 43 |41 143 | 8.9 14.9 1.3 1106 | 6.7 |43 9.9
mean | 9.6 |93 33 | 3.1 33 195 |69 106 [ 62 |62 |44 |31 6.9

stdev | 2.1 2.8 14 1.0 105 |04 |22 1.2 120 1.9 1.7 1.0 06 1.2

cv(%) 1222 | 30.0 | 21.5 | 289 | 163 | 124 | 22.8 | 17.5 | 188 |30.2 | 264 | 234 | 18.6 | 17.2

Source: Own computation, based on the data from Eurostat (europa.eu):
https://ec.europa.eu/eurostat/web/main/data/database
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The series boxplots are shown in Figure 3. Most series present outliers. Data varies in a large
range for some countries (Greece, Poland, Lithuania). The lowest ranges are noticed for U.K.,
Sweden, and Switzerland.

Figure no. 3. Boxplots of the deceased series
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Table 2 contains the results of the statistical tests performed on the deceased series. From the
second column, it results that for Bulgaria, Malta, Switzerland, and Hungary, the hypothesis that
there is no monotonic trend of the data series could not be rejected. For the other series, the null
hypothesis has been rejected. The slopes computed by Sen’s nonparametric method are given in the
third column.

Table no. 2. Results of the statistical tests on the deceased series

p-val. Sen p-val. p-val. p-val. Sen p-val. | p-val.
Country MK slope KPSS KPSS Country MK slone KPSS | KPSS
test P level trend test P level | trend

Austria 0.0002 | -0.350 | 0.4761 | 0.0436 Latvia 0.0097 | -0.486 | 0.0711 | 0.1000

Belgium | 0.0000 | -0.350 | 0.0456 | 0.1000 Lithuania | 0.0011 | -0.650 | 0.0447 | 0.0850

Bulgaria | 0.1844 | -0.300 | 0.1000 | 0.0868 | Luxembourg | 0.0115 | -0.200 | 0.0846 | 0.1000

Czechia | 0.0008 | -0.328 | 0.0520 | 0.0427 Malta 0.1611 | 0.100 | 0.1000 | 0.1000

Cyprus 0.0430 | -0.367 | 0.0753 | 0.0520 UK. 0.0048 | -0.050 | 0.0797 | 0.0541

Croatia 0.0011 | -0.480 | 0.0615 | 0.0460 | Switzerland | 0.2064 | -0.050 | 0.1000 | 0.0413

Danemark | 0.0036 | -0.250 | 0.0759 | 0.0610 Poland 0.0001 | -0.520 | 0.0475 | 0.0394

Estonia 0.0017 | -0.367 | 0.0442 | 0.0610 Portugal 0.0188 | -0.329 | 0.0950 | 0.1000

Finland 0.0073 | -0.133 | 0.0481 | 0.0484 Romania 0.0100 | -0.420 | 0.0746 | 0.0705

France 0.0036 | -0.187 | 0.0600 | 0.0961 Slovakia 0.0023 | -0.280 | 0.0612 | 0.0498

Germany | 0.0010 | -0.150 | 0.0470 | 0.0207 Slovenia 0.0008 | -0.400 | 0.0473 | 0.0725

Greece 0.0001 | -0.876 | 0.0537 | 0.0635 Spain 0.0169 | -0.217 | 0.0847 | 0.0543

Ireland 0.0007 | -0.240 | 0.0495 | 0.0966 Sweden 0.0188 | -0.110 | 0.0826 | 0.0361

Italy 0.0004 | -0.233 | 0.0576 | 0.0469 Hungary 0.2020 | -0.180 | 0.1000 | 0.0571

Source: Own computation

The series stationarity in level (the fourth column of Table 1) has been rejected for Belgium,
Estonia, Finland, Germany, Ireland, Lithuania, Poland, and Slovenia series. The trend stationarity
has been rejected for nine series, among which Italy, Switzerland, Poland, and Slovakia (last column,
Table 2). So, the stationarity hypothesis in trend and level couldn’t be rejected only for the series
recorded in Finland, Germany, and Poland.
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Three were clusters provided by the k-means algorithm. The following countries are contained
by the clusters:

1. Denmark (7), Finland (9), Germany(11), Ireland (13), Malta(18), UK(19), Switzerland(20),

Spain (26), Sweden (17).

The countries in the last cluster have a standard deviation between 0.4 and 1.4 and an average
between 3.1 and 4.9. Half series are nonstationary in level or variance. All series but Malta and
Switzerland have a negative trend.

2. Austria (1), Belgium (2), Czech Republic (4), Cyprus (5), Estonia (8), France (10), Italy (14),

Luxembourg (17), Portugal (22), Slovakia (24), Slovenia (25), Hungary (28).

This cluster is formed by the series with an average above 6.1 and standard deviations between
0.9 and 1.9.

3. Bulgaria (3), Croatia (6), Greece (12), Latvia (15), Lithuania (16), Poland (21), Romania (23).

This cluster contains the countries with the highest average (above 9.2) and the highest variation
coefficients. Almost all are stationary in level, and all but Poland are stationary in trend.

Figure no. 4. Cluster of the countries based on the deceased series
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4.2. Results on the pollution series

The Mann-Kendall trend did not reject the hypothesis of a decreasing trend of CO volume for all,
but Austria, Ireland and Greece.

At a significance level of 5%, the stationarity hypothesis was rejected for series from Austria,
Bulgaria, Czech Republic, Germany, Romania, and Hungary. At the same significance level, for half
series, the level stationarity was rejected. But, at a significance level of 4.5%, the null hypothesis
could not be rejected for all series.

The optimal number of clusters was determined to be 3. Running the k-means algorithm, the
clusters contain (Figure 5):

1. France, Germany, Italy, and Poland. These are the countries with the highest production of CO
in Europe. Germany and Polland have a variation coefficient greater than 10%, while this coefficient
is about 5% for the other two countries.

2. The Czech Republic, UK, Romania, and Spain.

3. The other countries.
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Figure no. 5. Clusters of the countries based on the CO series
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5. Conclusions

In this article, we analyzed two aspects related to the implementation of ‘intelligent’ transport
rules. The first one, related to the number of death from car accidents, show a decreasing trend in all
countries. Stationarity in mean and trend of pollution with CO is noticed. At the regional level, the
average series presents a significant decreasing trend. The comparison of the two groups of clusters
leads to the following conclusions. The Czech Republic and Poland keep their position in clusters 2
and 3, respectively. The cluster that contains the series with similar behavior relative to both criteria
is the first one, including Denmark, Finland, Ireland, Malta, Switzerland, and Sweden.

The study should be extended to other aspects related to diminishing the impact of anthropic
activity on the environment.
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Abstract

The concept of "Smart city" is used more and more by urban policymakers, implicitly by those
from Romania. Within this work, the attention is focused on "smart city" projects implemented by the
territorial administrative units of the Western Region of Romania, a mapping of these types of
projects being carried out according to the smart pillar on which they were implemented: mobility,
environment, economy, citizens, living and governance. The objectives of this work are represented
by the identification of the set of smart city projects implemented in the Western Region of Romania,
as well as their classification according to the pillar on which they were implemented and the
infrastructure intended to be developed through the project. The research tool used was content
analysis. The objectives assumed in the research were achieved, and the results highlighted the
situation of the smart city projects implemented in the Western Region of Romania.

Key words: smart city, west region of Romania, smart pillars, smart city projects, urban development
J.E.L. classification: HO, H70, O10

1. Introduction

In this article, the analyzed topic has as a starting point a challenging global field for the
sustainable development of an urban area. The purpose of this research is to make a detailed mapping
of the "smart city" projects implemented by the territorial administrative units at the level of the West
Development Region of Romania. This article uses document analysis as a research method, while
the research tool was that of content analysis. The researches carried out over time in Romania have
highlighted the fact that the field is in a state of emergence, with multiple institutions that are trying
to implement smart city projects (Cirnu, et al., 2017, pp. 316-317). At the level of Romania, the
democratic period after the 1989 Revolution was marked by a strong interest of the public
administration authorities regarding the urban development through classical methods, aimed at hard
infrastructure, to the detriment of projects that would facilitate the development of the soft
infrastructure of an urban area. These practices have been maintained in the last 10 years, although
the global focus has shifted from the implementation of hard infrastructure measures to the
implementation of projects aimed at soft infrastructure. In the context of environmental changes and
the different challenges generated by public policymakers worldwide, they have turned their attention
to projects aimed at preserving the environment and implicitly implementing a large number of
projects on the smart environmental pillar.

2. Literature review

The researchers developed and adapted a series of definitions for the concept of "smart city",
depending on the period and the point of view approached when referring to this concept. In 2000,
Hall defines the concept of a smart city as being related to "the integrated monitoring and
development of the infrastructure of high importance of a city, and which includes: roads, bridges,
tunnels, subway lines, airports, telecommunications, water, energy sources and buildings, as well as
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carrying out maintenance activities with a predictive role within them, with the role of maximizing
the living conditions for citizens. (Bowerman, et al., 2000, pp. 1-2)

In 2001, Beatty outlined a profile of a digital city, which was seen as an open, complex space and
which benefits from an adaptive system of computer networks and urban information resources, all
of which formed a virtual digital space for the city (Beatty, 2001, pp. 4-5). Thus, it can be seen that
the emphasis is placed on the importance of developing tangible and large-scale infrastructure within
a city, at the same time as the preventive measures related to the developed infrastructure (Cocchia
& Dameri, 2010, pp. 2-3).

In 2010, Giffinger presented "a smart area concept, which included regional competitiveness, the
implementation of telecommunications infrastructure, the development of transport, the increase in
the quality of life, the care for nature and last but not least, the implementation of policies at
governmental level" (Giffinger, 2010, pp. 4-5). In the previous definition, a general perspective can
be seen, in which the areas of intervention were stipulated at the conceptual level of a smart area.

A widespread mistake among urban decision-makers that needs to be clarified, namely the
confusion of the concept of "digital city" with "smart city" (Cocchia & Dameri, 2010, p. 2). A smart
city includes a digital city, but it is much more than that, because a smart city is not only aimed at
developing the ITC infrastructure, but is aimed on top of the overall development of urban
infrastructure in an eco-friendlly manner and integrating people into the intelligent ecosystem thus
created.

In 2014, Frost and Sullivan approach the concept of a smart city in a structured manner, in which
they highlight the smart city as consisting of eight dimensions: governance carried out in a smart
way, sustainable and smart energy, smartly built and managed buildings, smart mobility of citizens
at city level and within peri-urban areas, citizens' access to a smart infrastructure, smart technologies
and smart health system, all of the above being offered to smart citizens.

Another perspective is offered to us by De Santis et co., which presents a smart city as a city that
is constantly changing and adapted to the wishes and needs of citizens. This perspective has a bottom-
to-top starting point in the decision-making process at the urban level (De Santis, et al., 2014, pp. 3-
4).

Thus, although most of the definitions presented concern the smart city from different
perspectives, there is an important principle that unites them all - the importance of meeting the
requirements and needs of citizens, with the role of increasing the standard and living conditions for
them.

Today, the concept of smart city is viewed from a holistic perspective, in which there are presented
multiple areas of interest (such as sustainable development, architecture, implementation of ITC,
decentralization of decisions, etc.) which represents an "area of debate and decision" for multiple
categories of stakeholders in several fields (such as urban planners, architects, geographers, IT and
digitalization specialists, politicians and members of the academic community) (Appio, et al., 2018,
pp- 2-3). All these professional groups are brought together due to the desire to innovate and identify
alternative ways for urban areas management. Thus, lately, urban planning is beginning to be more
and more the task of strategic planning specialists trained for this field, able to manage large-scale
urban projects that target several areas. For this reason, there is currently a major need to set up
inter-disciplinary teams to implement smart city measures, given that in the current society of speed
and rapid innovations, people who have niche qualifications do not cope with multiple tasks and
situations determined by the external context.

As a model of good practices for smart city, to which urban and deportable areas within Romania
should tend, we believe that Barcelona is the city that has implemented over time a series of smart
measures that have given it a leading place in the top of smart cities in Europe, with a public
administration based on cutting edge technologies, but at the same time the urban policymakers are
very careful with the needs of its citizens. Barcelona's road of becoming a smart city began about 30
years ago when fiber optics were installed, a novelty at the time, thus connecting two buildings in
the city.

Although the city comprises several research institutes that deal with the technical process itself
to integrate innovation into the urban reality, the innovative core is District 22 which is the center
where smart decisions are implemented in Barcelona, and includes both the technology part and the
management part of the process itself (Madakam & Ramachandran, 2015, pp. 6-7). Among the
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actions that are carried out are the introduction of electric cars at the same time as the very fast
charging stations for them, the rehabilitation of old buildings to manage energy waste and the
installation of cooling and heating systems from renewable sources within them.

The first paradigm of action was Smart City 1.0, being based on technology (technology based
paradigm) within it can be seen that decision makers want the implementation priority of the latest
innovative technologies, in order to bring them efficiency within urban governance practices. It was
aimed at a large-scale technology in all fields of activity at urban level, but without having a
sustainable development strategy.

The second paradigm was that of Smart City 2.0 and was also based on technology, but unlike
Smart City 1.0. in which the vision was purely technological, within this paradigm it was based on a
mapping of the urban environment, aiming at a synergistic integration of technology with urban
development strategy, in order to generate the maximum advantage at urban level. A disadvantage
of this approach is given by the fact that the opinions and expectations of citizens are not integrated
in the process of carrying out the strategy, also having a bottom-to-top approach (Alexandrova &
Vishnivetskaya, 2019, pp. 4-5).

Smart city 3.0 is the third paradigm in which a high emphasis is placed on citizens, seen as the
creators of the urban environment in which they live. This can be understood from 2 distinct
perspectives and the measures taken must be focused on them: educating citizens and encouraging
them to have opinions on the development of their own urban area through continuous innovations.
However, this paradigm also takes into account the technological dimension of things, with
sustainable progress being pursued with the help of technology. Thus, this new model brings together
in a unique way 4 dimensions of a smart city: communication, cooperation, culture and last but not
least, technology (Carta, 2019, pp. 3-4).

3. Research methodology

The research in the smart city study takes into account the model that includes 6 smart pillars:
mobility, environment, economy, citizens, living and governance. The method used is that of
document analysis, within the article being carried out a mapping of the smart initiatives
implemented at the level of the 4 municipalities of county residence in the West Region. The method
was used because it represented a viable option for this type of research, aimed at identifying all the
projects implemented by the territorial administrative units at the level of the respective localities.

The objectives of the research have been defined in such a way as to highlight the real situation
at regional level:

e Objective 1: Determine the pillar with the most projects implemented at regional level by the
territorial administrative units.

e Objective 2: Determine the type of urban infrastructure (hard or soft) on which most projects
have been implemented.

In order to achieve the first objective and to be able to carry out an objective analysis at the level
of the West Region, the 6 pillars of a smart city were analyzed in order to obtain a realistic and
accurate framing of the smart projects carried out at regional level. According to the existing
information, from the point of view of the implemented smart projects, there are significant gaps
between Romania and Western Europe (Eremia, et al., 2016, pp. 14-15). The model of western
European countries is the basis of comparison and serves as good practice model for the Western
Region.

In order to ensure a uniformity in the research carried out, it was decided to use the model based
on 6 smart city pillars:

1. Smart mobility - Urban mobility is one of the basic strategic priorities through which a
sustainable development can be ensured for a given city. Interconnection and development of
transport infrastructure shall be aimed at. The strategic directions within the pillar are: traffic
management, infrastructure and public transport, development of non-motorized transport
infrastructure, strategies for smart mobility.
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2. Smart environment — The aim is to approach a holistic strategy that includes environmental and
energy aspects. The 2 keywords are the starting points for the development of an integrated
strategy for this vertical, with the aim of combating pollution from multiple sources and for a
better management of energy resources. The strategic directions within the pillar are: energy and
green space management, green buildings, protection of natural resources and monitoring of the
natural environment.

3. Smart economy — The "smart economy" pillar aims to increase the prosperity of the community
from the level of a smart city through measures aimed at increasing employment, facilitating
entrepreneurial and innovative approaches, improving the relationship between the business
environment and employees, in order to provide a better life for citizens on the one hand and to
develop business space on the other hand. The strategic directions within the pillar are: training
programs, entrepreneurship and innovation, internationalization and smart economy strategies.

4. Smart citizens — This pillar has at its core the citizens who are the basic cells of any smart city,
the citizen being seen as a trigger for change and innovation. In a smart city, citizens are the
stakeholders from whom the changes must start and to which the development trends at the level
of an urban area must be oriented. Unlike the old top-down approaches to urban planning, the
post-modern era in which we find ourselves has led to an increase in the dynamism of the social
environment and a change in people's mentality regarding urban changes. The strategic
directions within the pillar are: education and creativity in the digital era, involvement in
decision-making, inclusive society.

5. Smart living - The smart living pillar within a smart city refers to the set of measures that are
intended to be implemented with the aim of increasing the quality and conditions of the living
environment both from the point of view of the urban area itself and from the point of view of
their final beneficiary, the citizen. Technology must not go over all the other elements at the level
of a city such as tourism, cultural and social life, management of urban area / green spaces or
health services, but must work together in a synergistic manner with them in order to provide
citizens with the best experience possible. The strategic directions within the pillar are: tourism
and culture, security, medical services, accessibility to technology, management of the urban
area.

6. Smart governance - The smart governance pillar presented from a regional perspective refers to
all the measures by which urban institutions manage the city and interact with the citizens within
a community in order to facilitate their access to different services or products on the one hand
and to the way regional authorities manage their relations with the set of central bodies and
authorities at the level of government on the other side. The strategic directions within the pillar
are: public services, participative management and transparency, institutional management,
multi-level governance.

Regarding the second objective, all the implemented smart city projects will be divided into 2
distinct categories of infrastructures — hard and soft, targeting the actual characteristic of the
implemented project:

1. Hard infrastructure — The projects developed on this type of infrastructure have in their
composition a strong tangible dimension, which is necessary for the physical network created to
operate at optimal parameters.

2. Soft infrastructure — The projects developed on this type of infrastructure have in their
composition a strong intangible dimension, and an example of this would be digital applications
or potential new strategies and processes created, consisting of innovation.

The data were centralized from the conspected documents, represented by press materials and
websites available to the general public (web pages of economic or technological profile or official
websites of the territorial administrative units). The reference period of the projects identified is
between January 2010 and May 2021. The projects included in the analysis are exclusively
completed. Thus, the projects that had the "smart" label assigned were centralized and classified both
according to the six pillars and according to the characteristic of the developed infrastructure — hard
or soft.
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The institutions whose smart city projects have been analyzed are represented exclusively from
the local administrations the territorial administrative units of the county residence municipalities,
within the West Development Region of Romania: Timisoara, Arad, Resita and Deva. The projects
were implemented exclusively at the level of territorial administrative unit, while their financing was
made from 3 sources — financing from the local budget, financing from the government budget or
financing from non-reimbursable European funds.

There have been identified strategic directions on every smart pillar:

1. Smart mobility - The strategic directions within the pillar are: traffic management, infrastructure
and public transport, development of non-motorized transport infrastructure, strategies for smart
mobility.

2. Smart environment —The strategic directions within the pillar are: energy and green space
management, green buildings, protection of natural resources and monitoring of the natural
environment.

3. Smart economy - The strategic directions within the pillar are: training programs,
entrepreneurship and innovation, internationalization and smart economy strategies.

4. Smart citizens — The strategic directions within the pillar are: education and creativity in the
digital era, involvement in decision-making, inclusive society.

5. Smart living - The strategic directions within the pillar are: tourism and culture, security, medical
services, accessibility to technology, management of the urban area.

6. Smart governance - The strategic directions within the pillar are: public services, participative
management and transparency, institutional management, multi-level governance.

4. Findings

Following the application of the content analysis tool, the following results were recorded:

1. Smart mobility — a total of 11 projects have been implemented, of which 4 on hard
infrastructure and 7 on soft infrastructure: Timisoara (2 on hard and 4 on the soft one), Arad (1 on
hard and 1 on soft), Resita (1 on hard), Deva (2 on soft)

2. Smart environment - a total of 10 projects have been implemented, all of them targeting the
hard infrastructure: Timisoara (7 projects), while Arad, Resita and Deva have been implemented one
project for each municipality.

3. Smart economy - a total of 5 projects were implemented, of which 2 on hard infrastructure
and 3 on soft infrastructure: Timisoara (2 on hard and 1 on software), Resita (1 on software), Deva
(1 on hard).

4. Intelligent citizenship - a total of 5 projects have been implemented, of which 1 on hard
infrastructure and 4 on soft infrastructure: Timisoara (2 on software), Arad (1 on software), Deva (1
on software), Resita (1 on hard).

5. Smart housing - a total of 14 projects were implemented, of which 10 on hard infrastructure
and 4 on soft infrastructure: Timisoara (5 on hard and 1 on soft), Arad (3 on hard and 1 on soft),
Deva (2 on hard and 2 on software).

6. Smart governance - a total of 10 projects have been implemented, all of them targeting hard
infrastructure: Timisoara (3 projects), Arad (2 projects), Deva (5 projects).

The assessment carried out on the concrete measures and projects of smart city type at urban level
according to the 6 pillars highlighted a number of aspects, among which the following can be
mentioned:

1. For the smart mobility pillar all the 4 county residence municipalities have implemented
projects. Most of the projects implemented targeted infrastructure development, public transport and
traffic management, but it is necessary to develop a complex plan and a simplified strategy, with a
focus on the area within the city in order to create a strategic coherence in ensuring mobility within
the city.

2. For the intelligent middle pillar all the municipalities of the county residence at the regional
level have implemented projects. In particular, the quantitative dimension of this pillar was targeted,
which aimed at the development of hard infrastructure. The projects were implemented mainly on
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"Energy and green space management", and on "Strategies to facilitate sustainability", only the city
of Resita had such an integrated strategy.

3. The smart economy pillar was of interest to Timisoara, Resita and Deva, being largely
covered through the implementation of entrepreneurship, innovation and competitiveness projects,
but with a channel mainly on the hard dimension of the things (infrastructure development).
However, the strategic direction focused on training and mentoring showed less interest at regional
level. The future perspectives on the smart economy pillar at regional level are very good because
from 2021, the West Regional Development Agency will be the Management Authority for the
Regional Operational Programme 2021-2027 and will facilitate a freer and easier access for
entrepreneurs to both financing and tangible aid programms, as well as to increase their
competitiveness and innovation capacity. Thus, the before mentioned aspects merged with the
specific local and urban approach will make the Western Region a real growth pole based on a society
made up of innovative people and competitive businesses.

4. Within the smart citizens pillar, all the 4 municipalities of county residence have
implemented smart projects, on 2 strategic directions - the involvement of citizens in the decision-
making process and inclusive society. A positive aspect can be seen regarding the county residence
municipality of Deva that collaborated with another municipality at county level to develop a
participatory budgeting platform. The system was developed on a common logic and architecture,
but on a separate structure for each city, which leads to the conclusion that the process of
glocalization is applied at an early scale at regional level, which means global perspective, but at the
same time interest for the local specific. An important aspect to note is the lack of projects for the
strategic direction of education and creativity in the digital age for second or third age people. The
desire is to be able to bring a uniformity at the level of the Western Zone in terms of digital knowledge
in order to use the infrastructure provided by the various institutions involved in the development of
smart measures.

5. The smart housing pillar was of interest to 3 county residence municipalities — Timisoara,
Arad and Deva. Through the implemented projects, the development of the hard infrastructure at the
city level was aimed, using the classic technologies used in a smart city. In this category are the
projects aimed at the acquisition and implementation of surveillance cameras, urban internet systems,
their different sensors, etc. On the other hand, a minority share of all projects was carried out on soft
infrastructure, such as web applications aimed at making citizens' lives more efficient, but which
have a lower impact at a general level compared to hard infrastructure. In terms of strategic directions
pursued at urban level, that of urban security presented the highest attraction for decision-makers,
followed by the strategic direction of accessibility to technology and the facilitation of the internet
and other digital services for citizens. It can be seen that the facilitation of public health services for
citizens had no project implemented at regional level.

6. Within the smart governancepillar, 3 county residence municipalities have implemented
projects at regional level — Timisoara, Arad and Deva. Smart projects targeting public services and
facilitating transparency for citizens were of the highest interest. This highlights of interest in
institutional transparency at urban level and in facilitating the digital deployment of high-importance
public services. However, increasing the transparency of public institutions should be continued from
a strategic point of view with the implementation of measures to facilitate participative management.
Also, the integrated management systems implemented at intra-institutional level should be
strengthened through a system that facilitates multi-level governance and ensures a bi-directional
connection with local, county, regional and national bodies (at the governmental level).

The first objective was to identify the pillar with the most projects implemented at regional level
by the territorial administrative units of the county residence municipalities. Most smart projects
have been implemented on the smart living pillar, with 14 smart projects. On the next position was
the smart mobility pillar with 11 projects, and on the third place implemented were the environmental
pillars, namely smart governance.
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Figure no. 1 Implemented smart projects on pillars
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The second objective of the research was to identify the type of infrastructure targeted primarily
within the projects implemented by the territorial administrative units at regional level - the hard or

the soft one. Out of the total of 55 implemented projects, 28 of them the soft infrastructure was
targeted, while 27 smart projects targeted the hard infrastructure.

Figure no. 2 Smart projects implemented by types of infrastructures
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5. Conclusions

One of this article analysis objective was to identify the characteristics of smart city projects
implemented by the territorial administrative units of the county residence municipalities from the
Western Region of Romania between January 2010 and May 2021. Most of the projects were
implemented on the pillar of "smart living", which shows that the local public administration
authorities have shown an increased interest in raising the living standards of citizens at the level of
the four urban development poles at regional level. The European trend of interest in combating
climate change was in third place at regional level, along with the smart governance pillar, which
illustrates the interest in strengthening administrative capacity. Also, interest in the problems
generated by the lack of infrastructure and new ways of travelling within urban agglomerations at
regional level has been on the second place in the analysis carried out.

The second objective of the analysis highlighted the fact that 51% of the projects were developed
to improve the software infrastructure, contrary to the specific investment at national level. This
aspect illustrates that the Western Region is in a paradigm transition, following the new international
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and european trend, which aims to develop mainly a soft infrastructure, detaching itself from the
classical trend of the post-1989 Romania in which investments in hard infrastructure were a priority.
A spatial limit to the research is that the analysis focuses exclusively on the Western Region of
Romania, while the remaining seven regions are not taken into account. Also, the sample of the
territorial administrative units focuses strictly on the four urban development poles that are
represented by the county residence municipalities of the four counties at regional level, while the
rest of the cities and municipalities were not mapped in the analysis, due to the lack of information.
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Abstract

Due to their geographical position, the EU, the United States/US and China benefit from the
fact that they have had the opportunity to structure their own economic influence areas, including
from the perspective of securing raw materials and energy sources. Furthermore, there are broad
relations, including trade relations between the EU, the US and China, a process determined by the
increasing globalization of the world/global economy.

The purpose of this paper was to highlight the role that the EU, the US and China play within
the global economy. The complex challenges faced by the world today call for the active
involvement of the three great powers in solving the problems that have arisen. The EU, the US
and China must take into account their own interests, as well as the interests of the other countries,
and they must have the ability to look to the future responsibly and generously.

Key words: economic pillars, economic growth, geopolitical powers, global economy,
competitiveness
J.E.L. classification: F02, F63

1. Introduction

In the 1980s, the proponents of economic globalization claimed that this was a phenomenon that
required greater cooperation between the countries of the world by the free movement of goods and
the free movement of capital, and by increasing the free movement of workers. The economic gap
was expected to narrow over time, and on this basis there would be a more pronounced increase in
the standards of living for the citizens of the poorer countries.

After four decades of increasing globalization, we can say that the concrete way in which this
phenomenon has materialized has been largely debatable. In fact, it was the economically advanced
countries that established the rules of the game, rules determined by the interests of the main
economic actors (multinational companies) over the last decades. Multinational companies with
registered offices in developed countries, compared to those with registered offices in developing
countries, are the most numerous and strongest from an economic point of view.

Even though, during the mentioned period, it is clear that all the parts of the world have
advanced in terms of economic development, the gaps between the richer and the poorer countries
in various respects have been maintained or even amplified.

During the Cold War, politically, ideologically, militarily, and economically two powers
crystallized: the United States and the Union of Soviet Socialist Republics/USSR. Practically, in
the battle against the socialist world, whose core was represented by the USSR, the US had the
strength and the necessary means to be the exponent of the capitalist world. The fall of communism
led to the reconfiguration of the balance of power internationally, including economically. Under
these circumstances, in the 80's and 90's, respectively, we can note that three great economic
powers asserted themselves in the world: the EU, the US and Japan.
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Throughout the globalization of the world economy, the importance of Japan has decreased
significantly, while China's economic performance exponentially increased. In this context, the
increasing globalization has highlighted three major economic actors, namely: the EU, the US and
China.

The EU has proven to be the most successful "empire" in history, its economic and social
progress being the result of promoting a policy based on discipline, not on force. Moreover, it
should be noted that between 1980 and 2020, the EU, with one exception, has steadily increased its
membership. On average, a new country has joined the EU about every two years. This dynamic
has had a direct impact on indicators such as: GDP, population size, size of the common market,
etc. Depending on the year to which we made statistical references, we have considered EU9,
EU12, EU1S5, EU 27, EU 28 and again EU 27, given the United Kingdom’s exit from the EU.

The United States has been for a very long time and continues to be the country with the
strongest economy in the world. With an emphasis on research and innovation activities, the United
States has the best performance in terms of competitiveness. We must not forget the huge military
spending that the US incurs. All this conveys the US the status of first pillar in the global economy,
although today the intensity of the American voice has decreased significantly compared to 30-40
years ago.

China, without the risk of being wrong, can be said to be the champion of economic
globalization. The sharp increase in GDP, the trade surpluses recorded over the years, the huge
foreign exchange reserve, the strong increase in the potential of the internal market, etc., are some
of the reasons in this regard. The benefits of the market economy, coupled with discipline and the
establishment, respectively the achievement of long-term objectives specific to a communist-type
of political leadership, seem to have been the recipe for China's economic success.

The aim of this paper has been to highlight the role that the EU, the US and China have played
in the global economy over the last three to four decades, while highlighting the performance of the
three economic pillars mentioned in terms of economic growth, cross-border trade, FDI flows
attracted or issued and research and innovation expenditure.

2. Literature review

Through the information presented in this paper, we have tried to highlight the global economy’s
structuring into three main economic pillars, a structure which has taken shape in recent decades
due to the increasing globalization of the global economy. The EU, the US and China have strong
bilateral relations in this context, but at the same time they take part in a fierce competition in order
to secure their sources of supply with raw materials and outlets for their own goods. Moreover, the
geopolitical role that the three pillars of power are currently playing must be taken into account.

About globalization, in general and about the involvement of the EU, the US and China in this
process much has been written in the specialized literature, and the assessments made by a number
of important authors are well-known.

The impact of globalization on different categories of states has been thoroughly analyzed by
Nobel laureate for economics Joseph Stiglitz. The book "Mechanisms of Globalization" focused on
the positive effects, but especially on the negative effects attributable to globalization. Presenting
on the one hand the interests and benefits that have characterized the EU and the US during this
period as representatives of the developed world, and on the other hand the huge progress that
China has made due to the implementation of standard macro-strategies for development through
expansion, Joseph Stiglitz emphasizes the need for finding a new balance.

The well-known Polish author Grzegorz W. Kolodko, in the work "Whither the World",
considers globalization to be a dynamic system which must be viewed in terms of its impact on
long-term economic growth. It is estimated that in the future the world will be multipolar,
reviewing the main strengths and main weaknesses specific to the EU, the US and China. Kolodko
emphasizes the need to impose a new kind of pragmatism in the relationship between neoliberalism
and state capitalism, so that economic life could be characterized by more moderation.

Parag Khanna, in the work "The Second World: Empires and Influence in the New Global
Order", presents the situation of different parts of the world and the causes that have led to the
current state of affairs. From a diplomatic point of view, he highlights the American imperial way
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of the coalition, the European way of consensus and the Chinese way of consultation. Khanna
believes that the world is searching for balance. From this perspective, the tripolar world (EU, US
and China) is compared to a three-legged chair. The statistical information provided by the United
Nations Conference on Trade and Development and World Bank was very helpful for highlighting
the dynamics of the various economic indicators which emphasized the role of utmost importance
that the EU, the US and China play in the global economy.

3. Research methodology

The polarization of the global economy is taking on new dimensions in the context of the
increasing interdependencies between the countries of the world. The global financial crisis and the
pandemic crisis have further complicated the problems faced by the world's great powers.

The critical examination of the phenomena was based on the theoretical documentation specific
to the topic and on the available statistical data.

Using comparative analysis, induction and deduction, we have emphasized the role played by
the EU, the US and China in the global economy, while trying to highlight the similarities and
differences which characterize them.

4. EU, US and China's contribution to the global GDP and to attracting, respectively issuing
FDI

In the early 1980s, the EU9, the US and China provided 55.7% of the global GDP. Under these
circumstances, the rest of the countries had a contribution of only 44.3% to the global GDP. If we
consider that at that time Japan was the world’s second largest economy, the discrepancies between
the three major economic poles of that time (the EU, the US and Japan) and the rest of the countries
was even more pronounced.

Figure no. 1 The structure of the global GDP
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After 40 years, EU, US and China's contribution to global GDP has reached 40.1%. It is worth
noting the substantial increase of the role that China plays in the world economy, China's GDP,
expressed in nominal values, being in the year 2020 48.1 times higher than the level recorded in the
year 1980. By comparison, in the same interval, the global GDP has multiplied only 6.8 times. As
share in global GDP, the US has recorded a slight increase, whereas the EU has registered a
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substantial decline. In the case of the EU, the situation was largely determined by Britain's exit
from this union.

It is clear that the globalization of the world economy has not generated a somewhat harmonious
economic growth on the planet. The income was distributed among the members of the society in a
similar way, emphasizing the inequality between the different social categories. Compared to the
global situation, the three studied countries recorded faster increases in the average wealth of the
richest citizens. Thus, in the period 1987-2017, the average wealth of the richest 1% of adult
citizens grew at an average annual rate of 3.5% in the US, Europe and China and 2.6% worldwide.
(Piketti, 2020, tab 13)

Under these circumstances, in the United States the income obtained by the middle class has
decreased in comparison to that of the wealthy Americans. Despite the sharp rise in the number of
Chinese billionaires, China has managed to distribute more equitably the results of economic
growth over the past decades. Under these circumstances, hundreds of millions of Chinese have
moved from the category of poor to the middle class, with positive effects on increasing the
purchasing power of the population. The EU, compared to China and the US, took the middle
position in this regard.

Figure no. 2 Evolution of  cross-border  trade in  goods and  services
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Given the recorded economic growth, the three major pillars of the world economy have
amplified their role in the cross-border trade. Between 1980 and 2020, the share of exports and
imports achieved by the EU, the US and China in the total world exports and imports increased
from 46.4%, respectively 47.7% to 56.1%, respectively 53.9%. It is clear that both the EU and the
US and China have substantially increased their foreign trade, while the greatest progress has been
achieved by China. In fact, since 2009, China has become the world's largest exporter, surpassing
Germany.

There are major differences between the three competitors in terms of the evolution of the trade
balance. Throughout the analyzed period, the US registered significant deficits of the trade balance,
noting, however, that the American economy had the potential that would allow this situation.
While in the first decade the EU recorded predominantly trade deficits, in the following decades the
situation improved significantly with a predominance of surpluses. The evolution of China, for
which the whole period has been characterized by trade surpluses, was particularly positive,
including in the years when the global financial crisis and the pandemic crisis manifested
themselves.
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5. The EU, the US and China in terms of foreign direct investment and research activity

The competitiveness increase of an economy is mainly based on the implementation of the latest
technologies. In order to achieve this goal, one can choose either to attract foreign direct
investment or to allocate an appropriate amount so as to finance research and development
activities.

Regarding the attracted foreign direct investment, it must be said that on the one hand they do
not increase the states’ public debt, and on the other hand they provide access to the latest
technologies, to advanced knowledge in the field of management, marketing, etc. Furthermore,
direct investments made abroad illustrate the performance ofthe economy of the country of origin
and the availability of capital of the economic agents in that country.

Contrary to the growing trend of the share of the EU, the US and China held cumulatively in
global GDP and global foreign trade, in the case of foreign direct investment flows attracted and
issued, the cumulative share of the three economic powers decreased in the 1980-2020 interval,
reaching at the end of the period 40.9% of the total in the case of attracted investments and 31.7%
of the total in the case of issued investments. It should be noted that in the previous year (2019) the
situation was much better, the cumulative share of the three powers in the world total exceeding
50% both in terms of inward and outward FDI flows. Obviously, the substantial decline in the year
2020 was due to the consequences of the pandemic crisis.

Figure no. 3 Foreign direct investment flows (billion dollars)
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After the fall of communism, the EU, given its geographical proximity and certain common
cultural values, has had a robust investment activity in Central and Eastern Europe. This process
was greatly enhanced by the opportunities provided by the privatizations that took place in the
former socialist countries. In terms of investment, the most important EU countries have been:
France, Germany and the Netherlands, but especially the United Kingdom up to the moment it left
the EU. It should be noted that among the three largest powers globally, the European Union
recorded the most drastic decrease in the flows of foreign direct investment attracted and issued in
the year 2020, compared to the levels reached in the year 2019.

The United States has been a world leader in terms of attracting, respectively issuing annual
foreign direct investment flows. The performance recorded by the US economy was a real magnet
for foreign investors. Thus, the US has been the largest absorber of foreign direct investment in the
world. The exception was the year 2002 when the September 11, 2001terrorist attacks left a mark
on the foreign direct investment flow attracted by the United States, this country being surpassed
by other countries in the world ranking. Subsequently, the US regained its leading position, over
the years the distance from the countries that occupied the second position becoming greater. On
the other hand, availability of capital, as well as geopolitical ambitions have propelled the US to the
top of the countries that have promoted foreign direct investment.
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In the early 1980s, China's economy was in a precarious position. The reform measures
implemented by the decision-makers of that time also aimed at attracting foreign capital. Financial
incentives for investors and cheap labor attracted significant flows of foreign direct investment
with a major impact on China's economic development. As economic growth started to be felt,
domestic capital availability increased, which on the one hand enhanced the progress of the
national economy and on the other hand allowed China to invest abroad. While in the first half of
the period, the annual flows of foreign direct investment attracted by China were substantially
greater than those issued, in the second half of the period and especially in the last decade the
situation became balanced, the two flows registering relatively close values. It should be noted that
the Chinese economy has been of interest to foreign investors including during the pandemic
period, foreign direct investment flows recording a slight increase in 2020 compared to the
previous year.

In terms of absolute values, the US has represented the country with the highest expenditures for
research and development activities, the American economy excelling in the areas characterized by
advanced technology. Moreover, from the perspective of the share in GDP of the research and
development expenditure, the US occupied the first place among the three main economic powers,
with 2.82%in the year 2018. For China, as well as the EU, this share was 2.06%. (DIGI 24, 2020)
In 2018, compared to the previous year, research and development expenditure increased in China
by 34%, in Europe by 14% and in North America by 7.8%. (Electroretail, 2018) According to some
forecasts, the budget allocated for research and development by China will exceed in 2025 the
budget allocated by the US for this purpose, and according to other forecasts, the event will take
place in 2028. It is clear that China's process of strong economic growth has also been driven by a
significant increase in the amount allocated to development and research, which has more than 32
times multiplied between 1991 and 2018. The EU has made some efforts in terms of the dynamics
of research and development spending, but we can say that efforts in this area have been below
EU's potential and below the needs generated by the globalization of the world economy. In 2020,
EU allocated 311 billion euros (2.3% of GDP) for research and development compared to 312
billion euros (2.2% of GDP) in 2019. (Antena 3, 2021) In terms of the share in GDP of research and
development spending in 2020, Belgium, Sweden, Austria and Germany outperformed the other
EU countries.

6. Conclusions

The economic and political realities of recent years have led to some changes in the EU — US-
China relations. During President Trump's term, the EU-US relationship was affected by a series of
discrepancies caused by the implementation of the America first program. Some actions taken by
China and Russia have also contributed to the escalation of the disagreements between the US and
the EU, the main goal of the former two countries being to reduce America’s global power. China's
and Russia's preferential economic relations with certain EU countries, the dissenting attitudes
towards the EU coming from within and Brexit are important factors that have damaged EU's
international position.

Despite the fact that between the United States and China there is the largest bilateral trade
relationship in the world, a number of disagreements have emerged that have led to a major trade
dispute. Due to the large trade deficits recorded by the US in relation to China, the Trump
administration increased the tariffs for several product groups. This act provoked a backlash from
China. It should be noted that the trade dispute between the US and China has affected EU's trade
interests, the negative effect spreading globally to some extent. It is hoped that US President Joe
Biden and Chinese President Xi Jinping will take steps so as to rationally manage the bilateral
competition. We can say that a first step in this direction has been taken by improving the
communication between the two presidents.

Last but not least, we must keep in mind China's territorial ambitions in Taiwan, a chain of
islands in the East China Sea, most of South China, and so on. Due to its massive military
spending, China has become a geopolitically demanding country. In fact, in terms of military
budgets, the US and China occupy, by far, the top two positions in the world. EU's ambitions are
much lower in this field.
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It is obvious that both in terms of their share in the global economy and in terms of geopolitical
influence, the EU, the US and China are the strongest players on the planet, noting that in the
recent decades "America is less and less loved and increasingly feared, Europe is more and more
loved and less feared, and China is more and more loved and feared at the same time". (Khanna,
2008, p 303)
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Abstract

In the current paper we identify some of the challenges in implementing innovative projects
among local public administration type of organizations, alongside with some examples of best
practices in Romania. Main scope of the paper is to show that only some of the local public
administrations in Romania are demonstrating characteristics that are beneficial to citizens, that
is: openness to innovation, strategic thinking, transparency, agility or collaboration with a wide
range of stakeholders. We observe some case studies and extract some conclusions of relevant
indicators for promotion of innovation and smart city solutions. Also, we analyse the rate of EU
non-reimbursable funds absorption of some local public administrations and conclude that it is
consistent to their institutional capacity and performance to embrace innovation and competitivity
of their respective territories.

Key words: innovation, smart city, strategy, public sector
J.E.L. classification: H83, O31.

1. Introduction

An improved quality of life, a secure and clean environment, predictable decisions are some of
the citizens’ expectancies from the public administration. Due to the exponential growth of
technology and innovative companies all over the world, there is a growing pressure on meeting
citizens’ needs. Still, despite the increased attention of innovation and smart city solutions in recent
years, their adoption in the public sector has been slow.

Main scope of the current paper is to show that public organizations in Romania are on their
way of making a big change in their institutional capacity, but there are in their beginnings, with
not so many organizations that are truly implementing innovative solutions. Since great economic
and social challenges are still ahead of us, we can only hope that best practices and tangible results
and implemented projects are going to inspire other organizations to accept the benefits of this new
type of change in public sector.

2. Theoretical considerations

As urbanization grows globally, it is closely linked to a set of quality-of-life issues, such as
traffic congestion, waste disposal, energy consumption, environmental disruption, rising energy
costs and urban resource management. All of these are concerns and issues that city administrations
are trying to address. Smart city technologies are an innovative way to address these concerns and
ensure sustainable urban development (Kramers, Hojer, Lovehagen, & Wangel, 2014). The
development of smart solutions for information and communication technologies (ICT) is a
strategy driven not only by the need to enhance of citizens life and expectancies, but also by the
desire to streamline administration and services in a systemic way that addresses complex quality
of life and societal challenges (Lee, Phaal, & Lee, 2013; Melo, Macedo, & Baptista, 2017).
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It is a known fact that local public administrations that implement smart and innovative projects
and initiatives ensure above all an adequate administrative environment. In this regard, rules that
promote the sharing of information, data and responsibilities between different departments,
agencies and programs are essential to promote collaboration and integration both at the managerial
level and in the provision of services (Nam and Pardo, 2011; Alawadhi et al., 2012; Glasmeier and
Christopherson, 2015). Such interoperability in public administration also requires leadership and
coordination to actively improve the value of shared information.

On the other hand, collaboration and integration processes must also be encouraged outside the
public administration, especially between this type of organizations and other stakeholders or
citizens. In relation to economic actors, establishing public-private partnerships to involve
enterprises in the provision of public services (Deakin, 2014; Hajer, 2014) is seen as a viable
approach to optimize the limited resources that local authorities have (Paskaleva, 2011). However,
to avoid the risk of social exclusion and / or profit creation, stakeholders such as businesses,
citizens and other organizations must be included in decision-making and planning processes
(Angelidou, 2014; Marsal-Llacuna, 2015). In this sense, it is essential to create collaborative
processes that promote the co-production of public services and goods (Paskaleva, 2011). The
creation of new (online) communication channels for citizens, discussion platforms and public and
social services are some of the tools for involving individuals and groups belonging to a
community (Chourabi et al., 2012). Such involvement processes must be supported by a policy that
promotes commitment to data disclosure (open data) so as to promote accessibility and
transparency (Nam and Pardo, 2011; Chourabi et al., 2012). These in turn will increase the
responsibility of public institutions and, therefore, the levels of trust towards them (Alawadhi et al.,
2012; Zygiaris, 2013). Moreover, it is known that the processes of empowerment and participation
of citizens alleviate social inequalities, thus resulting in an improvement of social inclusion
(Paskaleva, 2011). However, there is a risk of deepening existing inequalities, even more so if these
processes are not supported by inclusive strategies and interventions that address the digital divide,
i.e. the issue of unequal access and use of ICT (Zygiaris, 2013; Angelidou, 2015). Here,
interventions aimed at increasing the accessibility of ICT, especially the Internet, are absolutely
necessary to reduce socio-economic disadvantages (Paskaleva, 2011). ICT equipment and
broadband network access should be made available to citizens free of charge through public
access points or other similar arrangements (Zygiaris, 2013).

But neither access nor data availability seems to be in this case enough. Of course, as Angelidou
(2014) pointed out, we also postulate that having access is not equivalent to participation, and the
availability of data does not necessarily correspond to knowledge. Investments and programs to
promote education in the use of ICT, especially for the persons with fewer skills (e.g. the elderly)
and disadvantaged social groups (e.g. the unemployed persons) (Wiig, 2015), these are the main
actions that can be taken to support the improvement of human and social capital and the avoidance
of social disparities (Glaeser and Berry; 2006; Caragliu et al., 2011; Neirotti et al., 2014).
Interventions aimed at reducing possible barriers, such as language, culture and disabilities that
prevent certain individuals or groups from fully accessing ICT (Nam and Pardo, 2011). Because
information technology and cyberspace are not accessible to everyone, it is necessary to
complement online and offline interventions, i.e. with traditional tangible services (Nam and Pardo,
2011; Walters, 2011; Angelidou, 2014). This is also true for interventions that do not specifically
target low-skilled and disadvantaged groups, but also in general, in the context where direct
relationships and physical proximity are important factors for the development of human and social
capital (Nam and Pardo, 2011).

Finally, the role of public administrations in defining and implementing smart city solutions
requires a common vision, debated and shared by different stakeholders, and this could materialize
in a long-term strategy (Nam and Pardo, 2011; Pultrone, 2014; Goh, 2015). The leader represented
by a person or department within the public organization is beneficial in promoting this process
(Nam and Pardo, 2011). In addition, this long-term strategy must be based on an in-depth analysis
of the context of a city in order to match existing resources and needs and to avoid the application
and use of ICT in an inappropriate or totally inappropriate way (Hajer, 2014; Pultrone, 2014). In
fact, the analysed literature highlights the fact that the strategy and integrative approach that
favours the initiation and implementation of smart city solutions vary depending on the context,
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because cities vary depending on local institutions, values, priorities, physical and social conditions
(Goodspeed, 2015; Kitchin, 2015). Therefore, there is no single paradigm for smart city and
innovative development: cultural, social, political, and economic contexts shape the approach and
features of a community (Alawadhi et al., 2012; Neirotti et al., 2014). Then, there is clearly a
dependence on the effects of a smart city initiative and it seems that previous initiatives also
influence the further development of innovative solutions (Marsal-Llacuna, 2015).

To sum up, the primary role of local public administration in the development of smart
innovative solutions refers to the creation of new forms of collaboration through the use of ICT so
as to encourage the co-production of services and goods in the urban environment. The purpose of
smart city governance is to integrate and enhance urban management processes and improve
human and social capital, so as to provide better results which in turn conduct to a higher quality of
life. The main components in the development of smart city solutions can be summarized at:

e a common strategy with long-term impact, based on the analysis of the strategic vision of
urban metabolism and challenges and opportunities that characterize a particular context;

e openness, accessibility and data sharing, as much inside the organisation as outside it as well,
so as to encourage collaboration and integration processes and to increase transparency and
accountability;

e creating collaborative and participatory processes for the involvement of stakeholders and
private citizens in the initiation process, production and delivery of public services and goods
based on smart city solutions;

e combining “new” online interventions with “traditional” offline ones, especially in the
educational field, to remedy possible uneven results related to the use of ICT and to increase
the acceptability of smart solutions in sustainable urban development.

3. Research methodology

The aim of our analysis is to debate on the role of local public authorities in attracting EU funds
for financing smart city initiatives and enhance innovation, especially in small and medium-sized
cities. Thus, we have started by assessing the role of public administration and noticing the
importance of strategic development, using tools such as collaboration, participation and
digitalization. Several documents and statistics have been compared to draw up conclusions
regarding the absorption of EU funds in Romania for smart city initiatives. At the end, some
conclusions were formulated in order to determine Romania as a potential model for sustainable
development using smart city solutions and public innovation.

4. Status quo of smart city projects throughout Romania

Some of the results of the current study are based on the exploratory analysis of smart city
initiatives in Romania and the analysis of the areas addressed by these initiatives in Romania.

Smart city projects represent innovative initiatives in many cities that belong to the post-
communist bloc (Sikora-Fernandez 2018). In Romania, similar to the other Central and Eastern
European states, we observe a lack of maturity in smart projects, that is they are not fully integrated
or coordinated, although they are meant to represent short-term solutions to some identified urban
problems as opposed to development strategies with a significant long-term impact (Borsekova,
Nijkamp 2018). Romania is still at the beginning of a long process, with a timid and relatively
underdeveloped start of the smart city concept (Vegacomp, 2018). Moreover, it can be seen that the
idea of smart city was introduced for the first time in CEE and Romania only in the business
environment and only later it is adopted by the local public administration.

A report by the European Organization for Smart Cities states that some of the biggest
Romanian cities are truly implementing smart city projects, but smart city concept is developed at
an initial stage (Batagan 2012); even important cities, such as Timisoara, Sibiu or Craiova are
below the EU average in terms of smart city development (Rotuna et al. 2017). Between years
1999-2012 there were only a few cities in Romania that had started to initiate and develop smart
solutions (Iasi, Piatra-Neamt, Hunedoara, Sinaia). Since 2012, big important cities such as
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Bucharest, Sibiu, Craiova, Cluj-Napoca, Bragsov or Timisoara, due to their demographic data or
industrial potential started to implement more and more smart solutions and integrate them in their
urban projects for further development (Batagan 2012).

Currently, the city of Alba Iulia represents the ultimate leader in the implementation of smart
projects in Romania with as many as 106 projects implemented not only by the city administration,
but by private companies as well. The rank of smart cities in Romania includes Cluj-Napoca with
54 smart initiaves, Timisoara with 26 projects, Arad and Iasi each with 19 initiatives, Brasov and
Sector 4 in Bucharest each with 18 projects, Oradea (17), Sibiu (16) and Piatra Neamt (15
projects).

We observed that in the first edition of the Vegacomp report which appeared in March 2018 a
number of 216 projects and initiatives in Smart City areas were identified in Romania and their
estimated value exceeded 30 million Euros, whereas in the second edition of the same report which
appeared several months later there are included over 300 Smart City projects. The number of
identified Smart City initiatives grew every year until in 2020 Vegacomp report there are
approximately 600 Smart City projects with a market value of over 120 million Euros from
multiple sources. In our opinion these numbers undoubtedly demonstrate an exponential interest in
the concept of Smart City projects in Romania.

Figure no. 1. Main cities that implement smart city projects in Romania.
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Source: Vegacomp (2020).

Regarding the type of smart city solutions adopted in Romania, the old leader is confirmed in
2020, respectively solutions for Smart Mobility. This is of utmost importance in our opinion
considering the increasing interest on public safety and citizens’ health, reflected also in the field of
transport. This vertical is represented by a total of 188 projects in Romania, with over 100 more
than in the Vegacomp report issued previously. Smart Governance is also deemed important, with
130 projects. Third place for smart projects in Romania is occupied by Smart Living, with 121
projects. Next in line is Smart Economy, with a total of 84 projects. Smart Environment, having 42
projects and Smart People, with 29 smart projects complete this ranking. The consolidated
leadership position show a pending need in Romania in finding suitable solutions to the problem
consisting in the lack of mobility infrastructure, accentuated by social distancing rules and the
effects of the 2020 pandemic. This aspect renders smart transport as a major priority for the safety
of residents not only in Romania but all over the world.
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5. Role of European funds in promoting innovation and implementing smart city initiatives in
Romania

The European funds available for Romania are being used mainly to implement innovative
solutions in accordance with EU policies. Thus, the majority of smart cities were initiated in
Romania in close connection with programs financed by the European Union. In particular, the
Regional Operational Program was initiated in order to play a key role in the projects developed by
cities across Romania to boost smart sustainable development. In our opinion, European Union
financing programs have created the opportunity for public administration to increase their
financial resources, but they also improved their innovative capacity to implement smart and
innovative solutions at high-level quality standards.

Regional Operational Programme 2014-2020 is an Operational Programme that is addressed
mainly to public administrations in Romania and its consistence and financial allocation is based on
a comprehensive view of the economic and social situation of the Romanian regions. Following
this analysis, a series main problems have been identified, such as:

e Research, development and innovation: there is a low transfer of market research results and
an extremely low level of innovation within private companies;

e SME: underdeveloped SME sector, which in turn has a negative impact on the
competitiveness of regional economies. A few main deficiencies of the SME sector were
identified in the national strategic programming documents, such as:

o Absence or low presence of entrepreneurial culture and extremely low business
density in all Romanian regions;

o Few resilience of new companies, that is approx. 2/3 of new private firms disappear
from the economic market in the first year;

e Energy efficiency in public infrastructure, including public buildings and residential buildings:
big energy consumption;

e Environment: increased level of pollution in urban open spaces;

e Urban development: degraded urban areas, vacant or not properly used areas in Romanian
cities;

e Heritage resources: poorly capitalized cultural heritage;

e Tourism: valuable, balanced touristic potential distributed territorially as an alternative for the
revitalization of less developed / isolated areas;

e Mobility infrastructure: poor or no accessibility in certain areas of Romania, which results in
no competitivity and attractiveness with small level of potential for investments;

e Social and educational infrastructure: undersized educational, health and social services
infrastructures impede social inclusion and human capital development;

e C(Cadastre: cadastral records missing or incomplete, which affects the implementation of socio-
economic policies that govern sustainable development;

e Administrative capacity: there is an ongoing need to strengthen the administrative capacity of
public authorities and beneficiaries, which would support relevant and successful projects’
implementation.

These aspects have been linked to the strategic directions of action mentioned by the European
Commission regarding the financing from the European Structural and Investment Funds, through
the European Regional Development Fund in the period 2014-2020:

¢ Innovation and research;

e Digital agenda;

e Support for small and medium enterprises (SMEs);

e Low carbon economy.

During the current programming period, the counties with the largest number of contracted
projects are: Cluj (267), Constanta (180), Bihor (154), Timis (146) and Arges (142), and those with
the highest value of projects (EU funding) are Cluj (1,743,073,821 lei), Bihor (1,036,340,777 lei),
Bistrita-Nasaud (951,079,707 lei) and the Municipality of Bucharest (818,318,099 lei).

Regarding the distribution of projects through ROP 2014-2020 by Romanian municipalities and
cities, the situation is as follows:
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Table no. 1. Distribution of projects contracted by Romanian municipalities and cities at the end of 2020.

Top main municipalities of the
county (The average of the
contracted projects is 17 projects.)

Top municipalities (The average
of the contracted projects is 5
projects.)

Top cities / towns (The average of
the contracted projects is 5
projects.)

Oradea — 39 projects

Hunedoara — 15 projects

Petrila — 17 projects

Timigoara — 33 projects

Dej — 15 projects

Pucioasa — 13 projects

Baia Mare — 32 projects

Orastie — 14 projects

Buftea — 11 projects

Bistrita — 31 projects

Turda — 11 projects

Uricani — 10 projects

Cluj-Napoca — 31 projects

Carei — 10 projects

Oravita — 9 projects

Galati — 31 projects

Odorheiu-Secuiesc — 10 projects

Beclean — 9 projects

Deva — 26 projects

Slobozia — 9 projects

Bals — 9 projects

Resita — 25 projects

Targu Jiu — 9 projects

Negresti Oas — 8 projects

Craiova — 24 projects

Targu Secuiesc — 9 projects

Sangeorz-Bai — 8 projects

Zalau — 24 projects

Gheorgheni — 9 projects

Siret — 8 projects

Source: ROREG (2020).

With reference to the value of EU funds contracted by local public administration, situation is
illustrated in the next table which reveals the champions of applicants among Romanian local

public administrations.

Table no. 2. Distribution of EU funds contracted by Romanian cities at the end of 2020.

Top main municipalities of
the county (The average of
the total non-reimbursable
budget contracted per
municipality of county
residence at national level is
56.16 million Euros.)

Top municipalities (The average total

non-reimbursable budget contracted
per municipality is 12.385 million
Euros.)

Top cities / towns (The average
contracted non-reimbursable
budget / city is 5.78 million Euros.)

Bucuresti — 205,65 mil Euro

Dej — 58,652 mil Euro

Pucioasa — 32,679 mil Euro

Cluj-Napoca — 162,99 mil
Euro

Turda — 52,668 mil Euro

Beclean — 29,782 mil Euro

Oradea — 137,21 mil Euro

Fagéras — 37,886 mil Euro

Eforie — 26,93 mil Euro

Craiova — 98,433 mil Euro

Carei — 29,297 mil Euro

Singeorz-Bai — 24,746 mil Euro

Timisoara — 88,326 mil Euro

Oragtie — 28,416 mil Euro

Sinaia — 23,717 mil Euro

Galati — 87,876 mil Euro

Mangalia — 25,712 mil Euro

Siret — 20,656 mil Euro

Resita — 85,987 mil Euro

Odorheiu Secuiesc — 24,184 mil Euro

Isaccea — 18,694 mil Euro

lasi — 84,519 mil Euro

Barlad — 23,427 mil Euro

Cugir — 18,234 mil Euro

Baia Mare — 73,062 mil Euro

Curtea de Arges — 21,96 mil Euro

Oravita — 18,061 mil Euro

Bistrita — 70,087 mil Euro

Moinesti — 20,094 mil Euro

Gura Humorului — 17,874 mil Euro

Source: ROREG (2020).

Regarding the thematic fields of contracted projects, the total number of 1070 projects

contracted by the municipalities were divided between the following areas:

e Business environment: 0.7% - 7 projects;

e Energy efficiency: 42.2% - 452 projects;

e Urban mobility: 20% - 214 projects;

e Green spaces: 5.5% - 59 projects;

e Cultural heritage: 3.6% - 38 projects;

e Tourism: 0.7% - 7 projects;

e Health: 4% - 43 projects;

e Social services: 0.7% - 7 projects;
e Marginalized urban communities: 3.5% - 37 projects;
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e Education: 16.8% - 180 projects;
e Urban regeneration: 2.4% - 37 projects.

62.2% of the total of 1070 contracted projects are in the fields of energy efficiency and urban
mobility. In our opinion, these are the fields with the most prolific innovations in the smart city
sector. By far, the largest total non-reimbursable budget was contracted by municipalities in the
field of urban mobility, i.e. 1.992 million Euros.

The 475 projects contracted by cities or towns were divided between the following areas:

e Business environment: 0.21% - 1 project;

e Energy efficiency: 35.79% - 170 projects;

e Urban mobility: 7.58% - 36 projects;

e Green spaces: 10.32% - 49 projects;

Cultural heritage: 3.16% - 15 projects;

Tourism: 7.58% - 31 projects;

Health: 6.53% - 31 projects;

Social services: 3.16% - 15 projects;

Education: 12% - 57 projects;

Urban regeneration: 14.74% - 70 projects.
50.53% of the total of 475 contracted projects are in the fields of energy efficiency and urban
regeneration, also the fields with the highest contracted budget by the local administrations, that is
approximately 204 million Euros for urban regeneration and 191 million Euros for energy
efficiency.

As we have seen, more developed regions such as the Bucharest-Ilfov Region and the North-
West Region of Romania have had several projects in the last years and have implemented more
mature initiatives, while the other regions have had fewer initiatives. several contextual projects
(especially in response to applications requests through European Union funding programs and we
noticed a real lack of a long-term vision on the implementation of the idea of "smart city".

In short, smart city or other innovative projects have been developed mainly in several large
cities: Bucharest (capital), Brasov, Baia Mare, Cluj-Napoca, lasi or Timisoara mainly with the
support of EU funding programmes. Some of the medium-sized cities where such programs have
taken place (such as Hunedoara or Alba lulia) have benefited from contextual programs of the
European Union or these cities have been involved in unique initiatives aimed at reviving the
tourist potential of historical heritage or cultural. Manika (2020) also found that in the case of smart
cities, the European Union's legislative framework on public procurement encourages the
implementation of innovation and sets the context for strategic procurement for smart cities.

6. Conclusions

Schipper and Silvius (2018) analysed the characteristics of smart development of sustainable
cities and the implications for project management. They said that local public administration could
require a centralized system and a comprehensive approach in order to strike the right balance
between exploring various services in different areas and intensively exploiting services. As we
have seen, smart and innovative projects implemented exclusively by public organizations can help
accelerate the adoption of smart solutions from an early stage. In the case of some smart cities,
Milenkovic et al. (2017) showed how the role of government in public-private partnership projects
is to evaluate and approve detailed execution plans of the concessionaire, while the role of the
private partner is to design, build, finance and exploit smart solutions.

The initiatives that were analysed in the Romanian context covered only some dimensions of
the concept of "smart city", especially smart transport and ecological mobility, free Wi-Fi and
public safety, recycling and lower CO2 emissions, energy savings, e-government, sustainable
development and land use, regeneration of small and medium-sized cities and disadvantaged areas,
smart buildings, renewable and sustainable energy and smart tourism. We have not been able to
identify too many projects or initiatives aimed at accessing health services, especially for
vulnerable people or groups. We believe that this field of medical services could be intensively
exploited by initiating projects with smart solutions, especially in the context of the COVID-19
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pandemic that has affected the entire world and continues to have an impact on all levels.
Therefore, we conclude that the idea of "smart city" in Romania is strongly related to improving the
country's infrastructure, saving energy and reducing CO2 emissions, which is a relatively
restrictive view on the concept of implementing smart city solutions. Still, there are a considerable
number of public administrations which, as we have shown in this research, apply for European
funding and are successful in increasing their financial resources with impact on their “smartness”
and innovativeness. By implementing European funded projects, some local public administrations
are increasing their institutional capacity alongside with reaching some quality standards in their
procedures and initiatives that were otherwise difficult to achieve.

Romania's case could be a model for other middle-income countries in the European Union, as
infrastructure development, including internet-based technologies, is seen as a sign of progress by
local authorities. Consequently, smart cities initiatives would not aim to address people's needs, but
to improve local economic development and infrastructure. We believe that such issues need to be
further analysed in other Eastern European countries and that similar models should be
investigated. Any approach to the smart city in Romania, focusing on Internet-based technologies,
as a way to increase people's quality of life could be a first step in connecting smart city
development strategies to take over good practices and even implement strategies in partnership to
ensure the success of these projects and increase the acceptability of smart solutions in the
community. Here, Jiménez's (2015) approach, which identifies new models of collaboration, could
be important. Such models include collaboration with citizens, which leads smart city communities
to grow beyond addressing public-private partnerships. This could be a Quadruple Helix model
defined by the public-private-partnership or PPPP, in which citizens have an important say in
designing solutions for their city. In our opinion, promoting innovation throughout public sector
represents at the moment not only a desirable outcome, but a tangible effect once more and more
smart city solutions are being implemented with the support of European funding.
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Abstract

The purpose of the paper is to explore the influence of cultural diversity on accounting disclosure
among companies from Islamic countries. The methodology consists in analysing the literature on
accounting disclosure and accounting information reported by companies operating in Islamic
countries. We used the inductive reasoning, starting from a review on current scientific research
over the changes occurred in accounting practices in developing economies. Islamic companies need
to disclose clear and accurate financial and nonfinancial information in a trustworthy and reliable
manner, while both Shari’ah-receptive investors and regulators care for environmental, social and
governance impacts of Islamic investments. Analysing the governance scores, we came to conclude
that companies with headquarters in countries that adopted Shari’ah standards as national ones,
score higher than companies from countries where international accounting standards are used or
in countries where both standards are used.

Key words: accounting, culture, Islam, corporate governance, corporate disclosure
J.E.L. classification: M41, M14, E42

1. Introduction

The motivation for making this research consists in highlighting some features rising from the
influence of culture in the accounting, precisely in accounting disclosure of companies. Aside from
the financial situations, rules and calculations, accounting is also about the professional reasoning
and taking accounting decisions is influenced by the organizational culture promoted within the
company, the accounting system used and the national culture of the state where the company
operates.

Accounting practices, disclosure and corporate governance influence each other. Corporate
governance leads the direction in accounting to fulfil the objectives of a company while accounting
is a measuring instrument of the shareholders wealth and providing relevant and accurate information
in real time. Therefore, accounting is a factor influencing the decisional process. Shareholders, as
users of the accounting information are interested in the size of their dividends and in the company’s
capacity of continuing its activity. Not only shareholders are interested of the information,
stakeholders too, as customers or potential investors, company’s staff, they are all interested in the
accounting disclosure, in addition to the financial statements.

The accounting system represents the ensemble of accounting processes, procedures, accounting
methods, controls set to store information, to register, clarify, analyse, interpret financial data, and
create reports to be used in making managerial decisions.
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The differences that occur in practice come firstly from adopting the accounting standards. The
International Accounting Standards Board (IASB) and the International Sustainability Standards
Board (ISSB) settled the International Financial Reporting Standards (IFRS) that are adopted by most
multinationals. The Financial Accounting Standards Board (FASB) provided the Generally accepted
accounting principles (GAAP). The Accounting and Auditing Organisation for Islamic Financial
Institutions (AAOIFI) elaborated the Islamic Accounting Standards, while the Islamic Financial
Services Board (IFSB) outlined guidelines and procedures for preparation of Standards/Guidelines
used in the Islamic Capital Market.

2. Theoretical background

Disclosure refers to supplementary information about an entity’s financial statements, in the form
of clarifications for actions that led to changes in the financial results of the company (Bragg, 2021).
Shari’ah is the Islamic religious law controlling religious customs and daily life situations, along
with the religious rituals, aiming to offer safety and fairness to people. Shari’ah law provides to the
Muslims followers principles and guidelines for living their lives, for making decisions in finances
and banking (El-Halaby and Hussainey, 2015; Investopedia, 2021).

Islamic law, Shari’ah, described as the divine code of Muslims, is based on the Qur'an, Sunnah
and the explanations and interpretations of experts in Islam, being built on five principles: obligatory
duty (wajib), recommended (mandub), allowed work (halal), the unrecommended thing (makruh),
the forbidden thing (haram).

The Islamic accounting system is the perfect model in which religious perceptions are considered
in accounting principles. The accounting rules come from Shari’ah. The concept of accounting comes
from “Hesab”, meaning “calculation”, responsible before God. Shari’ah refers to accounting,
transparency, trust.

Islamic finance or Shari’ah-complaint concerns the manner of managing money respecting the
ethical principles of Islam and applies to savings, borrowings and investing. One main idea of Islamic
finance is not considering money a value, but a way to convert products and services that are
valuable. Thus, making money out of money is not endorsed, that means, there shouldn’t be a price
for money, and paying interest (riba) is prohibited in Islam. Any economic activity in the Islam must
provide justice, fairness, and honesty to all parties, and to ensure their rights and obligations.
Companies need to disclose financial and nonfinancial information clearly in a trustworthy and
reliable manner. Transparency is key in corporate governance for generating quality information
(Narastri, 2019).

Others fundamental ideas in Islamic finance are to not cause harm to others, and it also advocates
for partnership. This means that Islamic companies do not invest in alcohol, tobacco, and gambling.
Islamic finance encourages wherever possible sharing profits and risks. The Islamic banking system
is one based on the equity financing. It is present in more than 75 countries worldwide (Tabash,
2019) and has proven its stability in times of financial struggle and volatility. Islamic banks are
expected to include in their business models social responsibility and ethics.

Even though there are many Islamic cultures, there are some constant elements that are accepted
by all Muslims, based on the Qur’an and the Sunnah Law, but also several variable elements based
on the local traditions of the people. Following, we will proceed to explain the basic principles of
Islamic finance or Shari’ah-compliant and the requirements imposed by the Islamic disclosure
reporting for Islamic capital market products.

There are three guiding principles in Islamic finance. First one refers to “clear and accurate
information”, second is about disclosing “sufficient information™ and third is about offering “timely
information”(Islamic Financial Services Board, 2017).
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Table no. 1 Guiding principles of Islamic finance

General principle Explanation
Clear and accurate | Information disclosed to stakeholders must be clear, accurate and not
information misleading.

Investor (and potential investors) commit on the offered information to
make their investment decisions. Offering accurate, clear, and not
misleading information protect investors interests and the probity of their
decision making. Not misleading information refers to not disclosing untrue
information or fail to disclose material information

Sufficient information Full disclosure of information to be used justly by investors as material for
their intention or investing or maintain their investment.

Disclosed elements will be justly reachable to investors.

The information will be related to Shari’ah compliance.

Timely information It is required a timely disclosure of information that is significantly material
to an investment decision.

The information will be disclosed as soon as possible, depending on their
nature and circumstances

Source: (Islamic Financial Services Board, 2017)

In Islamic countries, it is not possible to discuss a certain influence of culture on accounting
because culture is what generated the accounting.

As the pursuit of social justice is essential in Islam, Muslims have a responsibility to care for
others and to avoid selfishness and greed (Kamla et al., 2006). It then became one of the most
important principles in the development of Islamic accounting.

AAOIFI (2010) considers that the purpose of financial accounting is the link between Islamic
financial institutions and their affiliates in the Islamic context, which must:

1) to establish the rights and obligations of all stakeholders, in accordance with Shari’ah and the
concepts of equity, charity and respect for Islamic business values;

2) to help maintain the assets of Islamic banks, their rights and the rights of others in an
appropriate manner;

3) to enhance the managerial and productive capacity of the Islamic bank and to encourage
compliance with established objectives and policies and, above all, respect for Shari’ah, and

4) to provide useful information to users to make legitimate decisions in their dealings with
Islamic financial institutions.

3. Research methodology

The methodology consists in analysing scientific literature concerning accounting disclosure of
companies in the Islamic countries. Using inductive reasoning, we started from a review on current
scientific literature over the changes occurred in accounting practices in developing Islamic
economies. The research can offer an answer on the question Does Islamic culture influence
sustainability reporting in companies?

We have chosen for this research companies from 5 Islamic countries, Bahrain, Saudi Arabia, the
United Arab Emirates, Indonesia, and Malaysia. From a number of 2276 companies, only 172
reported on Eikon scores on Environment, Social and Governance, and from these, only 100
companies reported scores for the last five years (Y-5).

Foreword we analysed the scores on Environment scores. We drew our conclusions correlating
the country of the headquarters with the industry field. Entire data was retrieved from Eikon Reuters
platform.
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Table no. 2 Sample distribution of companies by country and industry name

Country of headquarters Malaysia | Indonesia | Saudi | United Arab | Bahrain | Grand
Industry name Arabia | Emirates Total
Real Estate Rental, 98 71 13 15 197
Development & Operations
Construction & Engineering 91 30 2 4 1 128
Food Processing 49 36 9 5 1 100
Banks 11 47 11 19 10 98
Fishing & Farming 38 31 5 1 1 76
IT Services & Consulting 50 6 3 59
Construction Materials 19 11 19 9 58
No. of Islamic companies 72 48 26 23 3 172

Source: data extracted from Eikon Reuters Islamic countries disclosed data on ESG

Companies that score highest for the Environment data are the ones shown in Figure no.1 —banks,
Food processing, Real Estate, Coal, Oil Related services, Wireless telecommunication services,
Casinos and Gaming, and Healthcare.

Figure no. 1 Number of analysed companies by industry and Environment score (sum) for the 2020
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Source: authors analysis on extracted data from Eikon Reuters ESG Islamic finance database

A more precise situation of selected companies by their headquarters is shown in the figure below.
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Figure no. 2 Number of analysed companies by country

Countries of headquarters

Indonesia 783
Saudi Arabia 233
United Arab Emirates 148
Bahrain 45
0 200 400 600 800 1000 1200

Number of companies

Source: authors analysis on extracted data from Eikon Reuters ESG Islamic finance database

4. Findings

Bahrain uses international accounting standards, together with international auditing standards
and Shari’ah complaint standards. The analysed companies all reported under IFRS.

Kingdom of Saudi Arabia uses the international accounting standards, as well as the United Arab
Emirates, while Malaysia and Indonesia both follow the Islamic standards, Shari’ah complaint.

Further data analysing, we can state that companies disclosing most data are from the
bankingindustry, real estate, constructions & constructions materials, food processing, banks, fishing
& farming, and IT services & consulting industries, most of them having their headquarters in
Malaysia and Indonesia. The logic comes from the fact that Malaysia and Indonesia adopted Shari’ah
guidelines as national ones (Hassan et al., 2019), while Saudi Arabia and United Arab Emirates use
the Accounting Standards and Bahrain uses all standards combined — auditing standards, accounting
standards and Shari’ah Standards (GAAP, IFRS, AAOIFI).

According to Shari’ah Standards, companies need to be transparent in their reports, disclosing
financial information in a fair and accurate way. Entire society is considered companies stakeholders.
Being accountable and responsible in front of all stakeholders and Allah, as final owner. Success and
welfare are measured in a moral and ethical way as being accountable in front of Allah, the ultimate
authority.

5. Conclusions

Analysing the corporate governance scores in companies that reported on Environment, Social
and Governance Eikon database, we can notice that companies with headquarters in countries that
adopted Shari’ah standards as national one score higher than companies from countries where
international accounting standards are used or in countries where both standards are used.

Islamic finance requires more disclosure aiming to reduce information asymmetries specific in
Islamic contracts companies. Moreover, disclosing information would introduce more flexibility and
would provide a wider understanding to stakeholders, as supervisors and public over risks and
companies’ strategies. As other scholars already enhanced, Islamic accounting is characterized by
lower uncertainty tolerance and higher commitment to community (Dima et al., 2010; Neifar and
Jarboui, 2018) I align on the same opinion (Neifar and Jarboui, 2018) that to improve transparency,
companies are encouraged to disclose information at a wider extent, particularly regarding risk.
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To answer the research question is required a more profound analysis on companies that report
their scores. What we can state is that Islamic culture only cannot influence the accounting disclosure,
as most of companies do not report their scores. Only 172 of 2276 companies disclosed information
on all sustainability pillars, and not all of them reported data in the last five years.
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Abstract

The economic convergence of the European Union countries is a result that we expect to be
achieved by relying on Solow's neoclassical growth model. This article presents the analysis results
of convergence speed in terms of GDP per inhabitant of the European Union individual states. The
analyses are carried out on the convergence, in order to highlight the impact of pandemic caused by
the COVID 19 compared to the global economic and financial crisis of 2008. The existence of
convergence of GDP per capita is confirm by the results obtain in the countries from the sample
studied, members of European Union, in the studied period. The speed of convergence, after the 2008
crisis, is significantly reduced, but the emergence of Covid 19 pandemic does not significantly
influence the speed of convergence although the results are incipient.

Key words: convergence, GDP per capita, speed of convergence, COVID 19 pandemic, economic
and financial crise
J.E.L. classification: E13, 047, C22

1. Introduction

Economic convergence was first presented by Solow's (1956) neoclassical growth model. The
concept of convergence in the economy (sometimes known as the catch-up effect) assumes that in
the poorest economies, income per capita will tend to grow much faster compared to richer
economies. So, all nations' economies should converge in the final phase in terms of per capita
income, or some other aggregate economic indicator. Convergence also means that developing
countries have the capability to grow faster compared to developed countries. This is a possibility
when the countries with small values of GDP will have institutions, technologies and possibilities of
production like in developed countries.

With regard to convergence in EU countries, it comes in two forms: nominal convergence and
real convergence.

Nominal convergence is a multilateral process and consists in a gradual harmonization of the
national institutions and policies of the countries that have joined the European Union with those that
are part of the European Union, both in the monetary and financial spheres. There are also criteria
for nominal convergence in terms of inflation, long-term interest rates, political deficit, government
debt and exchange rate stability.

Real convergence aims at equalizing the standard of living and is defined (in a broader sense by
the European Commission) as "economic and social cohesion". There is no well-established
convergence criterion, but the structure of the external balance of payments, per capita income, the
level of government spending, unemployment, etc. are taken into account.

Also, in the literature of economic growth, the term "convergence" comes in two forms. The first
type of convergence, "sigma - convergence", it is a possibility of presenting that is a reduction in the
dispersion of income levels in countries' economies. On the other hand, the second type, also called
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"beta convergence", occurs when the economies with small values of macroeconomic indicators of
results grow at a much faster rate than economies with big values of macroeconomic indicators of
results. The fact that a country has small values of macroeconomic indicators of results it is not a
certainty that it will obtain catch-up growth. Abramovitz M. (Abramovitz M., 1986) emphasized the
need for "social capability” to benefit from catch-up growth. Social capability involves the ability to
create new technologies, attract capital and participate in global markets. Abramovitz (1986) also
points out that these conditions must characterize an economy before catch-up growth can emerge
and thus explain why there are still differences in today's world.

2. Literature review

An analysis of the convergence of GDP per capita in the Member States of the European Union
for a long period of 1960-2001 is carried out by Kaitila et al. (2003). Since 1991, the new member
states of the European Union have been included in the analysis. The results obtained confirm three
convergence periods: the period 1960-1973 marked by sustained convergence under EU 15; the
period 1973 to 1986 during which convergence stagnates and the third period from 1986 to 2001 and
1991 to 2001, respectively, for the new 7 entrants to the European Union, with less convergence.

With the help of statistical analysis of the panel data Raileanu, Szeles and Marinescu (2010) study
the convergence of GDP in 10 countries in Central and Eastern Europe, in the period 1998-2009. The
inclusion of Romania in the study determines an increase in the economic convergence in the studied
sample. The results confirm that labour productivity and participation in international trade are the
main drivers of convergence.

Zarembova et al. (2012) is studying convergence of GDP per capita in the Central and Eastern
European Countries (Hungary, Latvia, Lithuania, Poland, Estonia, Czech Republic, Slovakia and
Slovenia) in the period 1995-2011. The results obtained confirm both the presence of sigma
convergence and convergence of time series until 2007; after this year the divergence occurs.

Matkowski et al. (2016) extends the study of convergence of GDP per capita, conducted by
Zarembova et al. (2012), to 11 countries in Central and Eastern Europe (takes into account Bulgaria,
Croatia, Romania). The convergence of this group of countries is related to the old core EU 15,
countries. The study concludes that the speed of convergence is higher, before the global economic
and financial crisis (2000-2007), compared to the period after the crisis (2007-2015).

More recently Glodowska and Pera (2019) using regression analysis, panel data econometric
analysis and cluster analysis, studies the convergence of 10 Central and Eastern European countries
compared to the group of EU-15 countries in 1995 - 2016. The results obtained indicate sigma and
beta convergence.

3. Research mehodology

Beta convergence allows to determine the convergence rate with which differences between
individual countries are eliminated compared to a reference country (benchmark), as measured by a
macroeconomic variable, as is the case with GDP per capita.

In estimating the beta convergence, we use two methods that have been widely applied in
econometric analyses. A first method that is based on the theoretical framework of economic growth
and that has been applied in the analyses carried out by the Young et al. (2008), Butnaru et al. (2017).

1 Vit
=In (—) = fo+Biln(yie,) + &

i,to

where:

Yi, ¢, - represents the per capita GDP of country i at the time ¢, (reference time);

T - represents the number of periods for which the beta convergence is estimated

&; — error variable in the regression model

If the parameter f3; estimate is negative and statistically significant, then the result obtained will
confirm the existence of the phenomenon of beta convergence. But, if the estimated value of this
regression coefficient is positive, it will indicate the existence of a phenomenon of divergence.
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The estimation of the convergence speed, which we will note with 8, can be obtained based on
the relationship (Barro and Sala i Martin, 2003):

1
B =—5in(1-BT)

The method presented above makes it possible to determine the beta convergence, for a group of
countries, within a set time frame. But we can use an alternative method that offers the possibility of
determining convergence for each country considered in the analysis. The method was proposed by
Adam et al. (2002).

For the estimation of the B convergence, for GDP per capita, the following regression equation is
estimated:

L
Dit =a; +BDit—1+ ) viADir i +&ip €y
=1

D; (- represents the difference between the GDP per capita of a country and the GDP per capita
of a reference country (in this study we will choose Germany) determined at time t. It is calculated
according to the relationships:

D, =d,—df
d,- represents the change (%) in GDP per capita in the individual economy under consideration
dB - represents the change (%) in GDP per capita in the reference economy (benchmark) against
which convergence is studied

4 - is the difference operator,

a; - is the country-specific value under review, and

&; ¢ - represents the residual variable.

The size of the lag L is determined on the basis of the Schwarz information criterion. The smallest
value of this information criterion will indicate the best lag. The estimated value of the parameter 3
is a direct measure of the rate of convergence of GDP per capita from the economy under analysis to
the reference economy considered.

A negative P coefficient indicates the occurrence of the convergence phenomenon. The
coefficient B can take values between -2 and 0. The closer the j the coefficient is to -1, the faster the
convergence rate. If f=0 or = -2, it cannot be said that there is convergence. Also, if, p takes values
from -1 to 0, this fact indicates a monotonous convergence.

4. Empirical results

The use of the convergence method based on the theory of economic growth involves estimating
the next regression equation:

1 GDP [capita; ¢, )
T n( GDPJcapitay =By + 1 ln(GDP/cathai_ to) + &

In order to identify whether the speed of convergence is influenced by the global economic and
financial crisis of 2008 and the pandemic caused by the emergence of COVID 19, several regression
models have been estimated:

e One model estimates beta convergence throughout the analyzed period considered 1995-2020,
which we will call model 1;
2In (m) = Bo + By In(GDP /capita; 1995) + & )]
T GDP [capita; 995 1,1995 t
e Another model estimates the beta convergence until the onset of the COVID 19 pandemic that
we will call model 2
% (%m) =By + b1 1n(GDP/capitai‘1995) + & )
o The third and fourth models estimate the convergence before and after the global economic and
financial crisis of 2008, which we will call model 3 and model 4.

1 GDP/capita;zoos) _ .
T (—GDP/Capimi'lg%) = fo + b1 1n(GDP/capltai‘1995) + ¢ 3)
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1 GDP/capita;zo19\ _ .
;ln (m) = ,80 + ,81 ln(GDP/cathai,zoog) + & (4)

The results obtained are presented in the table below:

Table no. 1 Estimating of convergence and convergence rate of GDP per capita for the European Union
member states

Perioada de estimare a Lo B4 B
convergentei
1995-2020 0.208620 (0.0000) -0.018693 (0.0000) -0,0152
1995-2019 0.207290 (0.0000) -0.018361 (0.0000) -0,0151
1995-2008 0.263021 (0.0000) -0.022953(0.0000) -0,0199
2009-2020 0.180481 (0.0173) -0.016119 (0.0250) -0,0147
2009-2019 0.203188 (0.0045) -0.017733 (0.0086) -0,0162

Source: Results obtained by the authors
Note: fB, - represents the constant of the convergence model; 5, - means the convergence coefficient; f3 -
represents the convergence rate of GDP per capita.

Figure no. 1. Beta convergence of GDP per capita of the EU countries in the period 1995-2020
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Figure no. 2. Beta convergence of GDP per capita of the EU countries in the period 1995-2019
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Highlighting beta convergence through the graphical representations in Figures 1-5 shows us very
small differences in convergence in all periods studied. We note, however, that in the period 1995-
2008, that is, before the global economic and financial crisis, highlighted in Figure 3, Ireland does
not have an extreme value, a situation which is present in all the other periods studied.

Figure no. 3. Beta convergence of GDP per capita of the EU countries in the period 1995-2008
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Figure no. 4. Beta convergence of GDP per capita of the European Union countries in the period 2009-
2019

Freland
Ly .
M

M

L Emwrsa
Ryugige™, ¥ ¥ ok
by Folpral -

-
* Save Mipubic®ngy
: Crzech Bguiss
)

-
o
e
EI Cropting T e
- > woteres Dk
Potigdl P P
e, Ly
Y Cypna  Finiand fustrs
[
-
i)
e N Ea
=t o]
*
-
L] 1000 ||’;_'qj| 1, i1 5 1200
x_200%

Source: Results obtained by the authors

105



“Ovidius” University Annals, Economic Sciences Series
Volume XXI, Issue 2 /2021

Figure no. 5. Beta of GDP per capita convergence of EU countries in the period 2009-2020
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Table no. 1 shows the results obtained for beta convergence of the Member States of the European
Union in different periods of time considered. The first period between 1995-2020 considers the
entire time frame for which we have data for GDP per capita for all considered countries, members
of the European Union, from the Eurostat database. Regression coefficient 5; estimated is negative
and statistically significant, which confirms the presence of beta convergence.

The second period analyzed, 1995-2019 excludes the year 2020, when the health crisis caused by
the appearance of COVID 19 began. The results obtained also confirm the existence of convergence
at a speed of convergence almost identical to the previous period studied (the difference is at the
fourth decimal place 0.0152 and 0.0151). In order to study the beta convergence and, implicitly, the
speed of convergence of the European Union countries before and after the global economic and
financial crisis, we considered two distinct periods 1995-2008 and 2009-2020. The pre-crisis
convergence speed (0.0199) is higher than convergence speed after the crisis (0.0147) showing the
significant effect of the global financial crisis on the beta convergence and the speed of convergence.
The global economic and financial crisis has therefore led to a significant decrease in GDP
convergence in the European Union.

Also, taking into account the period after the global crisis until the Covid 19 crisis, which implies
the exclusion of 2020 from the beta convergence study, it is clearly observed, this time, that the
convergence speed has decreased (0.0147 compared to 0.0162), the emerging of the health crisis has
led to a reduction in the speed of convergence.

The results of the convergence rate for each European Union country considered in the analysis,
towards reference value GDP per capita in Germany, are presented in Table 2. The speed of
convergence is estimated, this time, only for two periods: a period between 1995-2008 shows the
situation before the global economic and financial crisis and the period between 2009-2020 shows
the situation after the global economic and financial crisis. Based on these we can mention that
Belgium, Finland and Ireland are the only countries in the studied sample that have maintained their
high speed of convergence of GDP per capita after the global economic and financial crisis.

Before the economic crisis Belgium, Austria, Croatia, Finland, Ireland, Italy, Portugal and
Slovenia had the closest convergence rate values to -1, which indicates the highest convergence
speed. In the same period a monotonous convergence is observed in the case of Bulgaria, Cyprus,
Czech Republic, France, Hungary, Poland and Romania.

After the economic and financial crisis, the highest speed of convergence is identified in the case
of Belgium, Estonia, Hungary, Luxembourg and Romania.

The results presented confirm that the global economic and financial crisis of 2008 had a
significant influence on GDP per capita convergence in the European Union countries.
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Table no. 2 Estimating of speed of GDP per capita for each of the EU member states

Country 1995 - 2008 Probability 2009-2020 | Probability
Austria -1.127011 0.0071 -0.974261 0.0206
Belgium -1.049256 0.0135 -1.086570 0.0151
Bulgaria -0.644626 0.2421 -0.897304 0.0047
Croatia -1.224178 0.0368 -0.630517 0.1215
Cyprus -0.605892 0.0468 -0.590243 0.0659
Czech Republic -0.349664 0.4099 -0.709936 0.0775
Denmark -0.538416 0.1240 -1.553403 0.0066
Estonia -0.805893 0.1077 -0.938420 0.0026
Finland -1.322665 0.0036 -1.070103 0.0023
France -0.638076 0.0628 -1.834492 0.0092
Greece -0.411808 0.2170 -0.861718 0.0255
Hungary -0.674498 0.1031 -1.134921 0.0154
Ireland -1.140767 0.0427 -1.078728 0.0090
Italy -0.383830 0.2245 -0.703740 0.1266
Latvia -0.223131 0.7038 -0.932410 0.0058
Lithuania -1.784349 0.0404 -1.999627 0.0013
Luxembourg -1.767489 0.0161 -1.008518 0.0128
Malta -1.438807 0.0010 -0.832145 0.0756
Netherlands -0.716233 0.0668 -0.669376 0.0406
Poland -0.746333 0.0272 -0.933747 0.0202
Portugal -1.127246 0.0101 -0.912171 0.0500
Romania -0.948355 0.0068 -1.089035 0.0001
Slovak Republic -1.656595 0.0020 -1.265658 0.0011
Slovenia -1.139799 0.0075 -0.925127 0.0034
Spain 0.207385 0.6865 -0.488272 0.2879

Source: Results obtain by the authors
5. Conclusions

The analysis of the convergence speed of GDP per capita in the European Union countries allows
the assessment of an important objective that is to be achieved: economic and social cohesion. The
assessment of the convergence speed of GDP per capita of the European Union States was carried
out using two methods: a method based on Solow's growth model that allows the overall assessment
of the beta convergence (and implicitly of the convergence rate) for the group of countries studied
and a method that considered as a reference value the GDP per capita of Germany, which made it
possible to assess the convergence of each country considered in the sample.

The results obtained confirm the existence of the GDP beta convergence in the sample of countries
considered. Also, the significant impact on the beta of convergence and the speed of convergence, of
the global economic and financial crisis and the health crisis are confirmed. A limit to the study is
determined by the fact that the available data do not allow us, for the moment, to identify the true
impact of the crisis caused by the emerging of Covid 19 that is still present. Therefore, further
research based on the analysis of a longer time frame will shed some clarification in this regard.
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Abstract

Globalization offers great opportunities for global development, but it also faces some threats.
Some countries are integrating into the world economy faster than others, in countries that have
managed to integrate, economic growth is faster and poverty is declining. Global problems have
always played a particularly important role in the process of globalization.

In this paper entitled “The Process of Contemporary Globalization in the Context of Covid-19”
we proposed for analysis the impact of digital technologies in the context of Covid-19 both nationally
and globally. Unlike the 2008 crisis, the economic crisis, the source of the current recession was no
longer economic, but it affected the economic side, the Covid-19 virus, it affected all countries,
regardless of their level of development. The year 2020 will remain a negative benchmark for the
general health of the world but also for all economic areas and not only. Starting from this context
based on the specialized literature and from the researches that have been done in time and to the
predictions made by some researchers and specialists, we have analyzed this aspect of digital
technologies.

Key words:globalization, curent context, digital technologies, pandemic
J.E.L. classification: M20, M21

1. Introduction

The impact of digital technologies on social progress highlights the role of so-called disruptive
technologies that can be seen as technologies that replace current technology, but we must also keep
in mind that this replacement also affects the social organization around displaced technology. The
emergence of digital technologies brings changes to social behavioral norms and causes people to
adapt their lives and behavior in line with the new technology in their lives.

In the analysis, many elements are outlined that aim directly and pertinently at the approach of
the changes and the permanent creativity that must be shown both nationally and globally,
permanently anchored in the harsh realities that are constantly changing.

The evolution of technology, with the changes generated over the last decades, has produced a
strong effect, felt by us in any specific field or activity of our lives. Therefore, technology has had a
transformative, complex, cumulative impact. In the years after the dot.com bubble, the model of
digital transformation has undergone a fantastic evolution: the Internet, with an essential role, in
some areas even becoming the main medium through which innovations have spread. Through the
global Internet network, platform-type business models have emerged that have profoundly redefined
the interaction between people, the way in which organizations do business and monetize social
interaction or trade various types of value. We can say that, thanks to the Internet and emerging
digital platforms, our lives have taken on new dimensions. Thus, digital platforms have redefined
power relations, leading at least perceptually to participatory democracy, where every opinion or
option expressed in social media has an exponential potential for spread and impact.

Currently, we find a refocus on certain business or social models based on data, information and
knowledge. Data has become a source of competitive advantage in almost any area of interest,
representing both a reservoir that feeds smart systems and the starting point for future experiences.
Therefore, are we more captive or freer in a world in constant digital transformation?
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The digitalization of business processes allows companies to develop unique IT capabilities,
difficult to imitate. Digital tools and technologies enable manufacturing companies to reduce costs,
increase productivity, improve product development, market goods faster, and increase customer focus
at various points in the value chain. Companies can use various digital tools and innovations to improve
each of the steps taken to generate value, design and innovate products, production, supply chain
management, marketing, sales and services.

2. Literature review

For the first time, the term globalization was used by Theodore Levitt, which refers to the
technological processes that were the basis for facilitating international transactions but also for the
development of economic entities across national borders, especially in the economic field.
(Sacalean, 2008, p.86)

The term "globalization" has taken on a strong emotional charge. Globalization is seen by some
as a beneficial process - a key to future economic development - as well as inevitable and irreversible.
Others view it with hostility, even fear, because they believe that globalization creates greater
inequality between different countries, threatens employment conditions and impedes social
progress.

Thomas Friedman states in one of his works that globalization is the global integration of financial
markets, technologies and nation-states within free capitalist markets, on an unprecedented scale
(Friedman, 2012, p.123).

Bauman believes that the name globalization is synonymous with what Jowitt called global
disorder, he also defines globalization as an "incantation" that can open all the mysteries of the
present and the future. (Zygmunt, 2002, p.69).

James H. Mittelman, professor of international relations and researcher in international political
economy, considers that the phenomenon of globalization is a fusion of processes that allow the
economy, politics, culture and ideology of one country to penetrate another country (Mittelman,
1996, p.231 ). For Mittelman, globalization represents the opportunities that arise from the
reorganization of government. In short, globalization is about trying to solve a multitude of problems
related to both an increasingly borderless economy and a society that demands greater
democratization at the national level.

According to Stiglitz, the process of globalization consists in the integration of countries and
implicitly of their population between states (Stiglitz, 2003, p.112).

A suggestive definition of globalization comes from the field of sociology and is given by
Anthony Giddens, who states that globalization leads to the development of social and economic
relations around the world (Giddens, 1991, p.128).

In conclusion, trying to maintain a more objective character of the subject, it can be said that
globalization is the sum of all processes aimed at achieving international integration in different
sectors such as: economic, military, political, military, socio-cultural and security. Therefore, the
process of globalization does not give states much chance to live in isolation. Thus, globalization
means domination, freedom and dependence, uniformity and free movement of material goods,
people and ideas on a global scale, the whole world being found in every locality and, at the same
time, every locality, region or nation being found all over the globe.

Globalization brings new opportunities for development and wealth creation. However, there are
divergent opinions and perceptions, especially about its economic and social impact. These
divergences correspond, in part, to the diversity of effects that globalization has on the interests and
opportunities of different economic and social sectors. Some argue that the current model of
globalization has exacerbated the problems of unemployment, inequality and poverty, while others
argue that globalization has helped reduce the incidence of these problems. Of course, these problems
existed before globalization. But it is clear that in order for globalization to be sustainable both
politically and economically, it must contribute to solving it. Therefore, the goal is a globalization
that meets the needs of all people.

Despite our desire to maintain control over life, most of what we do in life has been adapted to
the technology around us (Norman, 1990, p.165). Therefore, it should come as no surprise that when
existing technology evolves or outdated technology becomes obsolete, the emerging phase of new
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technology could be seen as a disruptive phase. Disruption occurs when technology affects society
(Lyytinen, 2003, p.23).

Examples of disruptive technologies can be found all around us. There is a continuous process of
digitization and refurbishment (Klang, 2006, p.65). Photo film is being replaced by digital cameras,
floppy disks are being replaced by flash drives, DVDs are being replaced by VHS players. The
emergence of these new technologies brings visible social and economic effects to a greater or lesser
degree.

The emergence of disruptive technologies brings changes to social behavioral norms and causes
people to adapt their lives and behavior to the new technology in their lives (Schwartz, 1983, p.95).

In recent work, the concept of disruptive is used to explain organizational change and innovation.
Undoubtedly, the most popular use of the term disruptive technology was presented by Clayton M.
Christensen in his book The Innovator’s Dilemma. It defines disruptive technology as a new
technological innovation (of the product or service type) that will eventually remove the dominant
technology that exists in the market sector (Clayton, 1997, p.123).

As companies adapt, they also change their business models, improving current technology and
developing new technological innovations will undoubtedly transform the way new businesses are
set up. For small and medium-sized enterprises, the technology will allow significant leaps in terms
of innovation, efficiency and competitiveness. Rapid adaptation will be essential, among the most
important innovative technologies that will change our way of life and the way we do business are
counted.

Artificial intelligence (AI). It is so similar to human intelligence that it cannot be distinguished, it
is more difficult to develop, but that does not mean impossible. As technology progresses, we will
encounter smart cars and smart services. Artificial intelligence refers primarily to processes and
functionalities for thinking and analyzing extraordinary data rather than to a particular format or
function. The purpose of artificial intelligence is to greatly enhance human capabilities and
contribution, making artificial intelligence a valuable asset for any business (Tegmarc, 2016, p.18).

The use of artificial intelligence already has a major impact on the population, leading to the
disappearance of many jobs. Estimates show that in the next ten years, in China, artificial intelligence
and automation will lead to the replacement of 100 million workers in various fields.

Research on artificial intelligence indicates that by 2025, trades such as translator or commercial
seller will disappear completely, and by 2060 it is estimated that artificial intelligence and automation
will be able to perform any task (Drum, 2018, p.8).

Scientists and various personalities such as Elon Musk, Steve Wozniak, Stephen Hawking and
Bill Gates have expressed concern about the continued development of artificial intelligence. In a
factory, this new technology can help keep equipment in good working order. Smart equipment has
the ability to send alerts about maintenance work to be performed or automate tasks.

3. Research methodology

The main purpose of the article is to show what the main role that digitalization plays in the
process of globalization and what important changes the Covid-19 Pandemic has brought
internationally.

In order to carry out this study, scientific articles were analyzed to better understand the essence
of globalization, but also a large number of Council of Europe reports, statistical reports of the
institutions to highlight the role of digitalization.

4. Findings

The Covid-19 pandemic brings some changes in the way consumers and businesses behave, so
the way of working remotely is increasingly encouraged by technical and non-technological
companies, but airlines are affected by the restrictions of travel, the supply mode is disrupted both
nationally and globally, and retail stores were left at the beginning of the pandemic without some
products. These changes that occurred during the short-term pandemic represent direct responses to
this crisis, can be recognized as a global crisis and will continue in the long term, creating a digital
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change, and becoming the basis of events that will shape business and business mode for decades to
come.

The impact of the COVID 19 Pandemic must be seen in three dimensions: firstly biologically,
secondly psychologically and last but not least economically.

In terms of biological impact, it has grown rapidly, especially on the elderly. The psychological
impact can be seen in stock markets around the world, where investors are unsure of the future, as
information on the spread of Covid-19 and its impact on global productivity is, at best, incomplete.
The psychological impact on the global population is also noticeable by the low morale generated by
increased isolation, low human contact and limiting the freedom to travel.

The economic impact was significant, in the short term, the imbalance was noticed in supply-
demand, the supply of essential products was disrupted and the demand for various products and
services decreased, the Covid-19 Pandemic would have major effects on global GDP.

Long-term innovation and changes in trends will take place as consumers and businesses try to
normalize the impact on the psychological and economic dimensions. The absolute condition being
the diminution of the biological impact. The pandemic brings new categories of businesses and
activities to the market, thus becoming practically an accelerator of innovation, forcing companies
to digitize processes and allowing other types of digital services to enter the market.

Regarding the negative impact, it can be stated that we can talk about the following directions:
the impossibility to visit the clients; sales fall significantly; inability to resume production.

If we look at the positive impact of the COVID-19 Pandemic, we can say that: over long distances,
the collaboration work of the corporate capacity has been improved; Recognition by all employees
of the value of digital transformation and information technology; Developing online marketing
capacity.

Technology and technology companies will become stronger and more dominant in the post-
pandemic world, as there was a time when business leaders were critical of the technology of their
companies, the way telework works. With the evolution of digital companies, there will be more
interactions with videoconferencing customers than on-site. A series of digital transformation efforts
will take place, starting with the creation of new online accounts, the implementation of new
communication strategies and tools adapted to current needs. Of course, with these transformations,
digital identity verification will be an important factor in an organization's strategy, as companies
need to verify that a person's digital identity matches their physical identity when conducting online
activities.

The Covid-19 pandemic is a severe shock to the global economy, as well as to the thousands of
people and families it has affected, so companies need to ensure that the health and safety of its
workers, partners and suppliers is at the forefront. In the long run, the pandemic increases the need
to re-evaluate the company's processes, employee relations, customer relations and the way leaders
react. The coronavirus crisis is an extreme but emblematic call of an era whose very essence is change
and movement. During this period, there are a series of questions that leaders must answer, as
follows: What do you do to maintain your business? How do you run the company to keep people?
How do you manage your budget? What tools should you use to be as effective as possible? How is
the communication with the employees carried out?

In this situation, leaders must be aware that their role is very important, so the company's
representative, the manager can contribute in a real way to stabilizing the social climate, through
decisions made at the organization level, by communicating with employees, by correct information
and by supporting necessary actions. Working from home is not a difficult transition, but this
transition, coupled with the stress caused by COVID-19, could create a state of insecurity at first,
until everyone adapts.

What does the future hold for us? No one knows the answer to this, but it is important to keep
professional integrity and safety first. It is a time when management, human resources and finance
departments need consistency in decision-making and approach so that they can get through these
trials.

The pandemic has accelerated the adoption of technology in all areas of activity, with an impact
on our lives. Technology will change the lives of all of us for the better, and Human Intelligence will
coexist with Artificial Intelligence. Technology will play a key role in increasing stability, post-
Covid. The technology will allow the recovery of pre-pandemic stability and cope with the
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consequences of the transformations that will follow in the coming years. The vast majority of
businesses have adapted to the initial shock of the pandemic and have begun to invest in technologies
that can help them transform, to explore new business models. While some businesses have focused
on return on investment, they have now begun to move to technology-based transformation where
the cloud is increasingly being considered.

Neologisms such as virtual banking, onboarding, mobile banking, internet banking, e-wallet, loan
origination, are becoming a habit at the moment (https://www.imf.org). Also, in addition to the digital
approach of the clientele, technology, artificial intelligence (machine learning, robotic process
analysis, data mining) take place more and more often in daily activity, so processes that until
recently were performed manually, repetitively, with the involvement of time and money resources,
very generous, but with low profitability, are replaced by technology. Digital technologies enable
companies to gain competitive advantage, improve their services and products, and expand their
markets.

Figure no. 1 Integration of digital technologies
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The best performing countries are Ireland, Finland, Belgium, the Netherlands, Denmark and

Sweden, with over 55%. In contrast, countries such as Bulgaria, Romania, Hungary, Poland, Greece
and Latvia lag behind below 35% (Fig. 1).

Figure no. 2 Business digitalization index, 2020
a0

70

G0

u‘|““I|I||I||||||||III|I|||I

FI ML BE DK B MT SE UK LU FR IT ES EU PT EE HR DE 51 ¥ L7 AT EL IT 3K LV RO PL HU BG

u
=

-
a

(=1
=]

bl
=

[
=

Source: DESI 2020, European Commission
The leading countries in the "digitalization of business" (fig. No.2) are Finland, the Netherlands

and Belgium, with over 60%. Bulgaria, Hungary, Poland, Romania, Latvia and Slovakia lag behind
in the adoption of e-business technologies, with less than 40%.
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With regard to e-commerce, Figure 3 shows that Ireland, the Czech Republic, Denmark, Belgium
and Sweden are the leading countries in e-commerce, with over 60%. Ireland leads in all three e-
commerce indicators (ie SMEs selling online, e-commerce turnover and selling online cross-border).
Bulgaria, Greece, Luxembourg and Romania perform the worst under 25%.

Figure no. 3 E-commerce index, 2020
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Prior to the outbreak of COVID-19, one in five EU companies made online sales. In a short period
of time (2013-2019), the number of companies that sold online increased by 3.5%, and the turnover
of these companies from online sales increased by 4.5% (fig. no 3) .

Figure no. 4 Trends in e-commerce
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Before the pandemic, 15% of businesses were active in Europe's online markets using their own
website or online sales applications. The market leader with 29% is Ireland, followed by Denmark
and Sweden (each with 24%).

Almost 7% of all EU businesses sold through e-commerce markets used by several companies to
market their products. Online platforms can facilitate growth, allowing sellers to access new markets
and reach new customers at lower costs.
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Figure no. 5 Online sales
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Digital transformation is essential for the highly competitive business environment, in order to
create value and address the critical aspects of their development. At the same time, it must be borne
in mind that the digital transformation affects almost all aspects of the economy and society, with an
impact on the way business is conducted and the delivery of value to customers. This has implications
not only for operational activity, but also influences work culture and customer relations.

11% of businesses sell through a website or application to other businesses or governments,
slightly more than in 2013 (9%).

Figure no. 6 Businesses that use B2B and B2G commerce
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The need for the digital transformation of Romania and of the countries of Central and Eastern
Europe in general has been invoked for a long time, as a measure to recover the development gap
compared to the other EU member states and to increase the standard of living. Romania is strongly
integrated in terms of international trade and foreign investment with Western European countries.
The COVID-19 epidemic and the social isolation measures that are becoming mandatory to limit the
spread of the virus have accentuated the need for digitization. Moreover, it no longer comes as a
result of the measures taken by the state, being imposed in a top-down logic, but is considered
necessary and, as a result, requested by companies and at the individual level, in a bottom-up
approach.up.
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Integrating and managing a wide range of advanced tools into a networked digital ecosystem
enables companies to make significant gains in creating value for the various players involved at all
levels of the system. Even if the real and potential benefits are high, only a limited number of
companies have already made rapid progress by developing the high digital capabilities needed to
gain a competitive advantage.

5. Conclusions

The evolution of technology, with the changes generated over the last decades, has produced a
strong effect, felt by us in any specific field or activity of our lives. Therefore, technology has had
a transformative, complex, cumulative impact. In the years after the dot.com bubble, the digital
transformation model has undergone a fantastic evolution, with the Internet playing a key role, in
some areas becoming the main medium through which innovations have spread. Through the global
Internet network, platform-type business models have emerged that have profoundly redefined the
interaction between people, the way in which organizations do business and monetize social
interaction or trade various types of value. We can say that, thanks to the Internet and emerging
digital platforms, our lives have taken on new dimensions. Thus, digital platforms have redefined
power relations, leading at least perceptually to participatory democracy, where every opinion or
option expressed in social media has an exponential potential for spread and impact.

Currently, we find a refocus on certain business or social models based on data, information and
knowledge. Data has become a source of competitive advantage in almost any area of interest,
representing both a reservoir that feeds smart systems and the starting point for future experiences.

The digitalization of business processes allows companies to develop unique IT capabilities,
difficult to imitate. Digital tools and technologies enable manufacturing companies to reduce costs,
increase productivity, improve product development, market goods faster, and increase customer
focus at various points in the value chain. Companies can use various digital tools and innovations
to improve each of the steps taken to generate value, design and innovate products, production,
supply chain management, marketing, sales and services.

People are harder to please, but the use and application of advanced technologies, measures that
must take into account the well-being of all and not punctual opinions, life can take a different form,
it can have a different context.

The whole world, including our country, has collapsed into a collapse whose limits are not yet
well known, which makes us live in an insecure world. It is premature to see how the world will
look next.
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Abstract

In contemporary conditions, economic digitization creates a particularly strong impact on all
states of the world. The contribution of national economies to international economic and financial
exchanges is an important source and condition for achieving sustainable economic growth.
Regardless of how they are achieved, these external economic exchanges have acquired considerable
importance of economic growth at national, regional or company level. The technological changes
that have taken place in the last decade have made a dramatic change in the climate of a business.
The emergence and development of the multilateral trading system has been achieved gradually,
under the influence of historical realities. production and movement of goods, the international
division of labor and the international specialization in production, but also the technical-scientific
revolution. In this paper, aspects are outlined that directly and pertinently aim at how the members
of the society adapt to the changes that take place at a global level and first of all with the
introduction of new technologies.

Key words: e-commerce, internet, online shopping, pandemic Covid-19
J.E.L. classification: M15, M21

1. Introduction

E-commerce has become the norm in almost all industries globally. The rapid growth and
acceptance by companies has aroused the interest of individuals and organizations in creating a new
business model. The Internet has become, without question, the main tool for the proper conduct of
electronic activities. He has changed the way information is shared with business partners, the way
communication is done and the way it is bought and sold. The accelerated spread of fast broadband
internet connections has been the key factor in fueling the growth of e-commerce so the internet and
e-commerce technologies are transforming the entire economy and changing business models,
revenue streams, customer bases and supply chains. By implementing new technologies, work could
be improved so dangerous or difficult tasks can be automated, people can choose where and when to
work freely, resulting in a better work-life balance, work environments can become safer and
healthier.

2. Literature review

Historically, the Internet has been the only one that has spread at a much faster pace than previous
generations of communication technologies (Jaffe, 2006, p.23).

As mentioned (Popescu, 2014, p.123) the Internet is a key factor in the growth of e-commerce by
developing business and supply models. Companies have taken a proactive approach and are
focusing on new ways of doing business (Lubbe-Johanna, 2019, p.13)

New technologies and a more integrated, globalized world offer many opportunities to create new
jobs and improve the quality of existing jobs. Both technological change and globalization create
jobs by lowering the price of goods and services, increasing their quality and, therefore, increasing
consumer demand (Levy, 2019, p.6). It also creates completely new jobs, such as big data managers,
robotics engineers, social media managers and drone operators, jobs that did not exist in the past.
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E-commerce has become the norm in almost every industry globally. The rapid growth and
acceptance by companies has aroused the interest of individuals and organizations in creating a new
business model. According to the Organization for Economic Co-operation and Development, e-
commerce is "the conduct of business through the Internet, with the sale of goods and services taking
place offline or online." (Serbu, 2004, p.39)

As a result of the accelerated progress in the scientific and technological field, the rapid
development of all types of economic activity was an impetus for the emergence of new forms and
methods of its implementation. E-commerce has not only become a huge thing in itself, but it has
done so in a way that will change any type of business, both offline and online. (Fan, M., et al., 2016,
p.104-109).

Despite the many opportunities, there are also some concerns about the future of the labor market.
There are concerns that the world of work is moving towards a future of mass technical
unemployment, precarious work, low-bargaining workers and significant skills shortages as the
population ages rapidly (Petrov, 2021, p.65).

E-commerce has become the norm in almost every industry globally. The rapid growth and
acceptance by companies has aroused the interest of individuals and organizations in creating a new
business model. In order to facilitate the development of electronic commerce, a series of regulations
(standards and norms) have been developed for both the national and international level: obligations
of the parties, online contracts, protection of personal information, consumer protection, property
rights intellectual property, transaction security, online payments, secure delivery of products to the
end user, authentication, digital signature and specific connection protocols. However, the
regulations and laws adopted so far cannot fully ensure the protection of intellectual property rights.
(Fan, M., et al., 2016, p.104-109)

As robots, artificial intelligence and digital transformation enter the labor market more and more,
and economies around the world become more integrated, many people are concerned about the
impact of these mega-trends on the number of jobs (Drum, 2017, p.12).

The digital economy and e-commerce companies have created their own business game by
changing the rules everywhere and for everyone. Numerous typologies have been developed to
describe and analyze the structure and components of this economy. For example, Thomasz and Wu
based the digital economy classified business into three areas of application: basic, narrow and broad
(Tomasz, 2018, p.163), (Wu, 2019, p.37).

3. Research methodology

The main purpose of the article is to show the effects of the Covid-19 Pandemic on online
shopping, on e-commerce.

To carry out this study, a series of Council of Europe reports, statistical reports of the institutions,
were analyzed. The data were collected from the National Institute of Statistics and compiled for
later use.

4. Findings

Romania, located at the intersection of three major markets: the CIS, the EU and the Middle East,
has experienced significant economic growth, becoming one of the most attractive and dynamic
markets in Europe.

In recent years, due to the increasing computerization of both the population and businesses,
electronic sales have become practically a way of life (https://insse.ro/cms/en). Thus, according to a
study conducted by INSSE, in 2020 internet users (16-74 years old) reached a number of
approximately 12.8 million people, a rather small increase compared to the previous year.
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Table no.1.Evolution of the internet

Years People who have | People who use or | Number of
never used the have ever used the | people - Internet
internet (%) internet (%) users

TOTAL 2016 30,3 69,7 10,6 milion
PEOPLE 2017 26,5 73,5 11,0 milion

2018 21,2 78,8 11,7 milion

2019 17,7 82,3 12,1 milion

2020 8,7 91,3 12,8 milin

Source: https://insse.ro/cms/en

Despite the fact that most Romanians still prefer classic shopping, the e-commerce market has
grown, growing from year to year, registering values as high as possible.

Figure no. 1 Total value of online product purchases (billion euros)
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Source: https://ec.europa.eu/eurostat

According to the graph, in recent years there has been a huge increase in online purchases,
reaching 5.6 billion euros in 2020, compared to 1.8 billion in 2016. This phenomenon is called the
fast market. Romania is among the EU countries with the highest annual growth rate of online
commerce, which shows the significant potential for development of the e-commerce sector in the
future, in a market that has not yet reached the maturity level of other northern countries and Western
Europe.
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Figure no. 2. Recorded daily value of online purchases (million euro / day)
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Romanians who choose online shopping, identify the following aspects as the main benefits of e-
commerce: time saving; easy comparison of products; much richer product offer than offline; lower
prices than in traditional trade; the convenience of online shopping.

Figure no. 3. Devices from which online purchases can be made
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Source: https://ec.curopa.eu/eurostat

Table no. 2. Payment methods for online shopping

Repayment Online with Online bay
card bancar bank transfer
2016 90% 6-7% 3%
2017 85% 12-14% 1-3%
2018 83% 15% 2%
2019 80% 18% 2%
2020 62% 37% 1%

Source: https://digital-strategy.ec.europa.cu/en/policies/desi
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The "cash on delivery" method, although preferred by Romanian customers, decreases from year
to year with small percentages reaching from 90% in 2016 to 80% in 2019. In 2020, the percentage
of online payments by bank card increased by 17 % compared to the previous year and over 30%
compared to 2016.

As well as sales, the number of online stores in Romania increases significantly every year: at the
end of 2019 over 20,000 merchants in Romania from approx. 35,000 "add to cart" websites sold
actively online, compared to about 15,000 in 2018, 7,000 in 2017 and 5,000 in 2016.

(https://www flandersinvestmentandtrade.com/export/sites/trade/files/market_studies/E-
commerce%?20market%20in%20Romania%202020.pdf)

As expected, the COVID-19 pandemic had a huge impact on the market and people's shopping
habits, turning it into an opportunity for online shopping.

Figure no. 4. Internet users who have purchased or ordered goods or services for their own use.
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Against the background of this pandemic and the closure of physical stores in the 27 Member
States of the European Union, e-commerce has grown massively. Over the last year, 89% of
Europeans aged 16-74 have used the Internet, and 72% of them have bought products / services
online (4% more than in 2019 and 10% more than in 2015). The most passionate about online
shopping are the Nordics: the Netherlands (91%), Denmark (90%), Germany (87%), Sweden (86%)
and Ireland (81%), Romania ranking last together with Italy and Bulgaria. The most common online
purchases were: clothing / footwear and accessories (ordered by 64% of online shoppers), movies /
series (32%), food delivered at home (29%), furniture, home and garden accessories (28%) ),
cosmetics, wellness or beauty products (27%), books, magazines, printed newspapers (27%),
computers, tablets, mobile phones and accessories (26%), music on streaming / download services
(26%) .

Analyzing the situation in Romania, the e-commerce market recorded transactions worth 4.25
billion euros in 2019, increasing in 2020 to 6 billion euros. Specifically, the value of 5.6 billion euros
refers to all transactions generated in Romania both to domestic merchants and to online stores
outside the country and represents strictly the e-tail segment, ie physical products (tangible) that were
purchased via the internet. Excluded from this category are services, payment of utility bills, digital
content or airline tickets, vacations and travel, hotel reservations, tickets to shows or various events.

Returning to e-commerce, a very large number of Romanians overcame in 2020 the fear of
ordering online and discovered how simple, convenient and safe it is, while others, already familiar
with online shopping, have expanded the product categories you order. Once you win, these
customers will stay true to this way of shopping.

Apart from purchases in Romania, a third of Romanians prefer to shop online from stores in China
(27%), EU member states (23%) and the USA (4%).
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The way Romanians chose to pay for online purchases was another change in behavior, the
incidence of online card payments increasing by 17% compared to 2019. The highest increase was
recorded in the first part of the year until May ( 15%) following a growth period of only 2% between
May and October 2020.

The reviews were also very important in 2020, because based on them, the stores won the trust
of customers, generating more sales; 55% of respondents to the study said they would not buy from
an online store where they cannot find opinions, and 75% are actively looking for reviews. When it
comes to trust 37% trust reviews from independent store sites, 36% in Social Media reviews and
27% in testimonials displayed by online stores on their own pages.

5. Conclusions

It can be said that the simultaneous development of the use of computers and
telecommunications, has led to an explosive growth in the Internet in a relatively short time, and has
created specific technologies, directly influencing economic and social activities. Information
technology driven by the rapid transmission of information and the need for storage, has
revolutionized global trade. The evolution of e-commerce is directly proportional to the increase in
the number of Internet users and accessibility. Today, the term e-commerce has become synonymous
with increasing profits. In terms of impact on companies, this type of trade offers opportunities to
redefine markets, create new markets and organize business. It has developed extensively lately with
the help of these conditions, aiming at revolutionizing business, as well as boosting international
trade, mauring during the Covid-19 pandemic.

Due to the special situation we have not yet gone through, the year 2020 can not remain in
people's memory only as the year of the pandemic, but also as the year in which e-commerce aimed
at the turning point, migrating to the main trend from the niche segment. Romania was ranked as one
of the largest e-commerce industries in Southeast Europe, following the events, which is supported
by figures. 600 million euros were registered in 2013, reaching 1.4 billion euros in 2015. Since 2019,
Romania has seen an extraordinary increase in this type of trade. This trend continued in the
following years, being mainly determined by the pandemic. According to statistics, the e-commerce
market in Romania grew by over 30% in 2020, exceeding the 5 billion euro threshold. The fastest
growth of online sales in 2020 in Romania, was registered in the category of food and beverages with
a percentage of + 115%. Significant changes were registered among online shoppers, the number
increasing by 13%, and the average value spent online increased by approximately 41%, in 2020
compared to 2019.

Certainly this segment of trade will have a stable future, continuing to develop as the statistics
show, causing an increasing concern on the part of the players in the field, in order to attract and
retain customers, despite the new competitors on the market, such as and diversification.
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Abstract

The coronavirus crisis has highlighted the flaws in European Welfare States, which can spur their
renewal and reinforcement after decades of cuts and privatisation. This pandemic has allowed us to rethink
the importance of Weflare State, but also to consider health and well-being as a key driver of new
development.

The purpose of this paper is to highlight the role of the Welfare State in the new social and economic context
caused by the pandemic and to show the inability of the private health care system to cope with the extremely
large number of patients.

Key words: Welafe State, Crisis, COVID-19, pandemic
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1. Introduction

In this paper, we identify the importance of the Welfare State in the economies of all countries,
as a result of the need to act urgently and effectively, in the fight against coronavirus. The inability
of the private health care system to cope with a serious pandemic, such as the one we are going
through today, calls for urgent state intervention to support all citizens.

Before the onset of this crisis, the trend was towards liberalization and limitation of State
spending and intervention. With the return of the role of the State to face the consequences of the
economic crisis, linked to the coronavirus and with the victory of the Social Democrats in the
elections in Germany, the question of the reinforcement of the Welfare State is addressed. The rule
of the famous 3% deficit of the GDP in the Member States of the European Union, a decision taken
to face the economic crisis linked to the health crisis of Covid-19, is a proof that we expect a return
of Welfare State to Europe.

2. Theoretical background

States have intervened in support of the people since ancient times, the pre-Christian period,
when mankind faced famine, war, various natural disasters. if we are referring to written laws on
state involvement in order to provide welfare to the population, then we must remember about The
Poor Law of 1601 in England and the introduction of the social security model during Chancellor
Bismarck's time, in Germany, in the 1880's.

World War II was the culmination of the most violent and destructive period in modern
European history. European countries have implemented all necessary measures to increase the
well-being of the population and to limit the negative consequences of capitalism on the economies
of these countries. As John Ruggie noted after World War 11, political forces "took control of the
state in an attempt to impose social control over market forces," establishing "legitimate social
purposes in the exercise of which state power was intended to be engaged in the domestic
economy”. Thus, the countries no longer aimed only at economic development, but also at
protecting the people. The expression "Welfare State" was established in 1942, with the appearance
of the "Beveridge Report."
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In other words, the "good" state was no longer considered the state that had only the status of
guardian and was not involved in the economy, but the state that defends the interests of the people
and is involved in economic activity.

In Europe, Welfare State appeared and expanded, first in the UK with the important reforms
introduced after WWII by the Labor Party. Many European countries have adopted the Welfare
State, which even representsthe the heart of European social model. State involvement is currently
being achieved in many areas, from social protection to education and health. (Lucchese and
Pianta, 2020).

Very few studies have been conducted on the subject proposed in this paper. O’Donoghue C.,
Sologon, D.M. and Kyzyma 1., in “Novel Welfare State Responses in Times of Crises: COVID-19
Crisis vs. the Great Recession”, analyze the impact of social measures taken in Ireland after the
recession and during the pandemic. Tzagkarakis, S., Pappas, 1., and Kritas, D. in “Covid-19 has
Brought Back the Necessity of the Welfare State: The Greek Case” examine how the Welfare State
in Greece intervened during the pandemic and the implications of this intervention on the economy
and the population.

3. Research methodology

We use the analysis as a research method, regarding the studies carried out so far on the
implications of the measures adopted by the state in the field of health, during the pandemic. We
also call for a comparative analysis, between the efficiency of the public health system and the
private one.

The main objective of our qualitative research is to understand the growing role of the Welfare
State in the new conditions caused by the pandemic. This method helps us in explaining the
analyzed phenomenon. Is an observation-based research method that we used to understand a
phenomenon in depth without using numerical data for it.

4. The need for reinforcement of Welfare State

The collapse in our economic system, revealed by the tragedy of the coronavirus, is
unfortunately simple: if an infected person is able to infect several others in a few days and if the
disease has a significant lethality, as is the case with Covid-19, no economic production system can
survive without a powerful public service.

Impossible to maintain the anthropological fiction of individualism of the neoliberal economy
and the policies of dismantling the public service: the negative externality induced by the virus
radically challenges the imagination of the start-up nation shaped by the voluntarism of atomized
autoentrepreneurs.

One person's health depends on everyone's health! We are all beings of interdependent
relationships. Without an efficient public service that allows everyone to be treated, there is no
longer a viable capitalist productive system in times of coronavirus. And, therefore, no more in the
decades to come. There is a need for the “reinforcement of the Welfare State”.

It is useful to come back to this graph: without protective measures, the "peak" of cases of
serious infections (in red) exceeds the horizontal line of reception capacities of the hospital system;
with protective measures, the "smoothing" of the curve (blue) keeps it below the line:
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Figure no. 1 Intended impact of social distancing measures
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countries-and-things-will-get-worse

Two types of public intervention can be delimited with the help of this graph and, through them,
two conceptions of the State. What distinguishes them is their relationship to the horizontal line,
that does not fall from the sky: it is the result of public health policies carried out over the
preceding decades: the capacity of public hospital system.

The neoliberal state, captured by the private interests of a few, regards the horizontal curve as a
"natural", intangible. It does not have "magic money" to finance its hospitals, increase their
reception capacity, save lives. It then only has to try to act on the only red curve, by practicing, or
not, various variants of confinement. Eventually, he wasted public money in search of a
hypothetical “zero” patient, an impossible task when several hundred thousand people are already
infected.

The Welfare State, a state that cares about its citizens, is the one that not only tries to smooth the
infection curve, but which acts on the horizontal line, invests in its public hospital, buys respiratory
assistance machines and frees public funds to set up urgently “rural” intensive care services. It is
imperative that the Welafe State return. Is the only way to save “the productive tool” but, above all,
to save lives!

5. The need for rethink Welfare State

Undoubtedly, the public health system has the most important role in managing the situation
created by the coronavirus. As Stiglitz (2020) explained, "When we are faced with a crisis such as
an epidemic or a hurricane, we turn to the government because we know that such events require
collective action”. The reason why the public health system is so important during this period is
closely related to the fact that it is based not on market logic, profit making, but on providing the
best medical services to all people without discrimination.
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Since the 1980s, neoliberal measures have reduced the role of the Welfare State, through
privatizations and public budget deficits, with direct effects on hospital activity. Hospitals have
reduced their capacity and lost the efficiency and universality of the medical services provided to
the population. This created a corridor for the establishment of private, luxurious and profitable
hospitals, which determined that the social services in the field of health to be offered on a market
close to the goods market in terms of functionality. The belief that the free market is the only one
able to provide efficiency has led to the limitation of public health services.

However, the crisis we are going through has shown the great mistake that has been made in
approaching and supporting the public health system. It has proved impossible to provide prompt
treatment to all coronavirus-infected patients in hospital emergency rooms. The private health care
system is unable to cope with the pandemic. The only system that can offer solutions to the current
pandemic is the public one, being a universal system, free or much cheaper than the private one,
coordinated, with good specialists.

The Welfare State has, more than ever, an important role to play in supporting people around
the world through social and health measures, to limit the spread of coronavirus, help treat patients
and support all those affected by the crisis.

The Welfare State should be the core of a new model of economic and social progress and
environmental sustainability (Lucchese and Pianta, 2020). The role of the Welfare State in all
countries should be strengthened in order to ensure all necessary measures for sustainable
economic development, an increase in living standards and a rapid and efficient approach and
solution to pandemics.

6. Conclusions

All public policies must be rethought so that at their center is the assurance of human health.
This can only be done by strengthening the role of the Welfare State. The inability of the private
health care system to cope with the pandemic has only proved to us the need for state involvement
in the efficient provision of social services, the need to expand spending on health and the
protection of people. In addition to the current pandemic, there are serious health problems facing
humanity. Pollution-related illnesses and deaths, linked to the poor quality of the environment
represents problems that more and more countries are facing. The "deaths of despair" are an
important social problem in many countries, including United States, people are affected in large
numbers due to suicide, alcohol, opioid and drug use (Deaton & Case, 2020; Baldwin, 2020).

People's health and well-being should be the focus of decision-makers at the state level,
regardless of the area. No country, regardless of its degree of development, can stop a pandemic,
just as no human being, no matter how many resources it has, cannot save itself from a relentless
disease. The solution comes only through the involvement of the state, through the increase of
expenditures and investments in the field of health, social protection, research, education and
environmental protection. By involving each of us. By understanding that human health is more
important than anything else.
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Abstract

The purpose of the present paper is to highlight the importance of using composite materials in
the wind energy industry. As alternative renewable energy becomes a growing problem worldwide,
investments in technologies such as solar and wind energy are growing significantly. Wind energy
is a key source of renewable energy that produces electricity with very little greenhouse gas
production. It is based on very high capacity wind turbines, which must be powerful and efficient.
This means longer and lighter blades that are still stiff enough to withstand strong wind conditions.
Carbon and glass fibre casting technology enables the production of long, light and powerful wind
turbine blades, enabling a higher degree of efficiency in what has become a stable worldwide energy
supply framework. The future use of these technologies will allow the development of higher capacity
wind turbines, leading to a higher degree of adoption of wind power generation worldwide.

Key words: composite materials, wind energy, wind turbine, blades, reliability, manufacturing
J.E.L. classification: O3

1. Introduction

Wind energy consists of obtaining electricity with the help of wind intensity, by using wind
turbines that capture the energy that will later be transformed into electricity.

Due to ecological considerations and those regarding the growing demand for electricity,
efficiency of production costs, as well as the need to supply electricity in locations where it is not
possible to supply from the local distribution network, the development of alternative energy sources
has made significant progress in recent years.

The wind energy industry is much less expensive and more sustainable in terms of protecting
natural resources than traditional methods of obtaining energy. Furthermore, with the help of wind
energy, even isolated areas can be supplied with electricity. In order to catch a larger amount of wind
energy and for a higher efficiency, wind turbines are organized in wind farms, i.e. several wind
turbines located in one area. Given this reason, rural areas are preferred, with smaller and fewer
buildings. However, there is the advantage that the land surrounding the turbines is not affected by
the operation of the turbines so it can be used without too many complications for agriculture or as
pasture for animals.

But wind energy is not a new concept. In its primitive form, the power of the wind has been
exploited since antiquity. In this sense we refer to the ships that sailed on Nill, in the 4th century BC.
Or the first windmill built in the 7th century in ancient Persia to grind wheat.

Currently the main fuel, which is the basis of electricity generation, is oil, a fuel that according to
data provided by the International Energy Agency will be depleted in about 40 years, gas in about 60
years and coal resources in about 200 years. Thus, the development and implementation of energy
generation solutions using other natural resources, but using inexhaustible resources became more
and more acute: tidal force, wind force, solar energy, etc.

Wind energy, renewable energy, is the transformation of the mechanical force of the wind, with
specific installations for obtaining electricity. The wind is formed due to differences in temperature
and atmospheric pressure between two geographical areas. Thus, since the earth's surface is spherical,
the temperature and pressure are not evenly distributed; the wind intensity differs from one region to
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another. Two aspects are especially important when you want to install a wind farm to generate wind
energy: direction and speed. But these parameters vary in time and space.

In the following chapters we will present the importance of using composite materials in wind
energy.

2. Theoretical background

The specialized literature in the field of composite materials is very extensive. The same can be
said for the wind energy industry.

Composite materials have always existed in nature. The best known example is bone which is
made from hydroxyapatite which is a hard material and collagen, a protein and a soft and elastic
material at the same time. Another well-known example in nature is wood, made of long cellulose
fibers that are polymers and a very weak substance called lignin. Composite materials have been
used since ancient times even though the notion of composite material was not known at the time.

The extraordinary progress of technology allows us, nowadays, to be able to manufacture parts
for many fields that can be both very large and very light, very thin but very rigid and, in addition,
very resistant to various natural factors such as wind, rain, frost, extremely high temperature and
more. It is known that the composite materials are new materials obtained from two or more
materials. The composite materials obtained have very important and very useful properties that the
constituent materials, taken separately, do not have. - Mishnaevsky, L., Composite Materials in Wind
Energy Technology, Encyclopedia of Life Support Systems.

The need to produce energy from other sources also arose not only to reduce costs and protect
natural resources, but also from the desire to bring electricity in hard to reach areas. Wind turbines
have been produced to capture as much wind energy as possible. Wind turbines reach a height of
over sixty to one hundred meters. It is even expected that the tallest wind turbine will be two hundred
and forty two meters high. At the highest point of the turbine is the rotor. The rotor blades are the
one that capture the wind energy. The blades must be very large and very rigid to be most effective.
At the same time, it is very important that their weight is very low. Traditional materials that are
rigid, if very large, are very heavy. In addition it must withstand all natural factors, considering that
it operates outside. Last but not list it is desirable that their life span be long. Due to research and
technological progress there are materials with such properties. Composite materials as fiberglass
and carbon fibre are composite materials that meet all of the conditions listed above. - Mishnaevsky,
L., Branner, K., Nergaard Petersen, H., Beauson, J., McGugan, M., and Serensen, B.F., 2017,
Materials for Wind Turbine Blades: An Overview, US National Library of Medicine National
Institutes of Health.

The objective of the present paper is to underline the importance of the use of composite materials
in wind energy industry. - Marsh, G., 2014, Greater role for composites in wind energy, Elsevier,
pp-20-24.

3. Research methodology

In order to write this paper, a study of the specialized literature and a research of the various
parameters involved in the wind energy industry were conducted. Thus, official information and data
are provided, according to the specialized studies performed, in order to show the enormous
importance of composite materials in the wind energy industry; also, the economic and financial
impact and even the influence in sustainable development can be observed.

In this article is presented a list of advantages of using composite materials in wind energy, like
the fact that they are very environmentally friendly and there is no waste at the transformation of
wind power into energy. Also the costs are reduced compared to the costs of the traditional method.

At the same time, a list of disadvantages is discussed. The biggest disadvantage is the variation
of the wind intensity and the duration of the wind intensity. There is also a visual disadvantage,
unfortunately. A solution to this problem is to set up offshore wind farms but higher installation and
maintenance costs are at stake here.

Than the main criteria for setting up a wind farm is analyzed. First of all, the geographical position
is important, but other factors must also be taken into account.
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The equipment and the element of a wind turbine are described.

Given the way in which wind energy is captured to be transformed into electricity, analyzing the
existing data and information, this article presents the extraordinary role that composite materials
have in the wind energy industry.

4. Findings

The advantages of using wind energy:

- One hundred percent environmentally friendly source with zero emissions of greenhouse gases
and substances harmful to the environment: the reason - the transformation of wind power into
energy does not require combustion, as is the case with the conversion of fossil fuel power into
electricity.

- Zero waste resulting from the transformation of wind power into electricity.

- Reduced costs for electricity production: in addition to the production costs, the costs of operation,
use and maintenance of the facilities are minimal compared to the costs involved in the production
of energy from fossil fuels.

- It does not require radical transformations of the environment adjacent to the operating space: the
immediately surrounding area can be exploited for agricultural purposes without danger of
contamination or disturbance of turbine operation.

The disadvantages of using wind energy:

Indeed, there is a downside to the medal, i.e. the disadvantages, but they are strictly related to the

natural conditions. It is about: the variability in time and space of the wind intensity; unpleasant
appearance, due to the installation of wind farms. To transform the mechanical power of the wind
into electricity, wind farms are used, i.e. several wind turbines installed and connected to the National
Energy System. If the maximum wind speed is exceeded, there is a risk of damaging the turbine
blades. The wind turbine is an installation that transforms mechanical energy into electrical energy
(wind energy). Depending on the needs, the turbines can be individual, with domestic use and without
being connected to the distribution network, or grouped in the form of wind farms.
In general, wind turbines are not installed individually, but in wind farms connected to a distribution
network. There is the possibility of installing offshore wind farms to avoid the unpleasant aspect.
Although the costs would be much higher in all respects, much more offshore wind farms are
expected to operate in the future than onshore ones.

The main criteria for the location of wind farms:
- Geographical position, relief and altitude.
- Wind intensity, direction and constant (regularity).
- Economic criteria: the price of the site, i.e. the land.
- Visual impact compared to nearby buildings.
- Distance from the distribution network.

Wind turbine equipment:

- An active system (hydra): ensures the maximization of the use of wind power by changing the
angle of incidence of the blades, as well as for the protection of the system in case the wind power
exceeds the nominal average value. Thus, if the average nominal value exceeds a threshold that
can cause damage to the installations, the blades automatically switch to flag mode.

- Passive system (aerodynamic): in the case of this system the turbine blades are fixed in relation
to the turbine hub. Thus, when the critical speed is reached, the blades are gradually unlocked.

- Mixed (active stall): this type of system is equipped with a mechanical brake, which locks the
blades in case the wind speed exceeds the critical value.

The elements that make up a wind turbine:

- Blades: their design is essential in the development and production of wind energy. Blades or
energy caps are made of a mixture of fiberglass and composite materials. They capture wind
energy and transfer it to the rotor, which converts it into wind energy. The diameter of the blades
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and their length depend on the installed power of the installation. The most efficient turbines are
equipped with 3 blades, which, unlike single or double blades, reduce the vibration, noise and
overload of the rotor.

- The platform or housing protects the generator from the inside.

- Pillar of support and resistance of the assembly.

- The foundation that ensures the mechanical resistance of the installation.

In view of the above it is clear that the materials from which the rotor blades are made are of the
utmost importance. They must be simultaneously very rigid, very large, very light and very easy to
maintain. The rotor blades must also be reliable. The operating period must be long but the production
process must not be overly complex or expensive.

The biggest challenge of the moment is probably stopping for a longer period of time, with thinner
turbine blades hitting the towers when they are deflected by the wind load. Rigid composite materials
are needed, which must be even lighter.

The carbon fiber is a composite more than three times stronger than the glass and even more rigid
than the glass. The carbon fiber is a composite which can be used for obtaining longer blades while
maintaining the necessary rigidity. The lighter blades also have the advantage of lighter loads at the
base.

But at list for now, carbon fiber is not the solution at a large scale, primarily because of the very
high costs. Carbon fiber costs twenty times more than fiberglass, or even more. Another important
factor is how well the manufacturing process that the manufacturer uses with carbon fiber fits.

Also, another very important aspect is recycling. It was pointed out earlier that composite
materials used in wind energy also influence sustainable development. But, in sustainable
development, the complete circuit of a material is taken into account, from its production to its
decommissioning and its effective disposal. Probably the biggest disadvantage of wind turbine rotor
blades is that they are very difficult to recycle. The rotor blades are replaced due to malfunctions or
for operational reasons in order to be replaced with much larger blades that are much more efficient.
One good thing is that old, non-recyclable wind turbine blades are being revived as bridges in Ireland.
More exactly, the decommissioned wind turbine blades are now being used for bridge construction
in Ireland, as an innovative solution to this recycling problem. Due to the high hardness of the
material the replacement of the steel in light constructions such as pedestrian bridges with rotor
blades was considered. A similar option was adopted by the British high-speed rail constructor,
Skanska Costain Strabag. The company worked with the National
Center for Composites to replace steel with retracted turbine blades. In this way, wind turbine blades
become an important element in the construction industry. The focus is also on the fiberglass. There
is a method to recover fiber. More specifically, a team of researchers at Strathclyde University in
Glasgow has discovered a system to recycle certain compounds used in wind turbine blades, which
were previously impossible to recycle, which is why thousands of obsolete blades were buried
annually, write CNBC and Electrek.co. The university had developed a process of recovery under
the influence of thermal effect and treatment of the fiberglass from polymeric composites found in
wind turbines, in order to obtain almost perfect quality glass fiber. This composite used in wind
turbine blades is considered a difficult material to recycle and usually goes straight to the landfill. If
implemented globally, it is estimated that the technology will meet almost half of the global demand
for fiberglass.

5. Conclusions

In conclusion, the materials from which wind turbine blades are made evolve shoulder to shoulder
with the manufacturing process: a higher efficiency is useless if it involves excessive effort and
additional manufacturing costs. As installations become larger and rotors grow in size to match, the
materials from which wind turbine blades are made must keep pace with various aspects, production
conditions and new materials. Nowadays, rotor blades need to be as wide and rigid as possible in
order to collect as much wind energy as possible. At the same time, the blades should be lighter in
relation with their size and their maintenance should not be too complex.
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Recycling is also becoming more and more important, an aspect that the current materials for
wind turbine blades are struggling with, but studies and research offer more and more opportunities
to reduce the negative effects.

The conclusion is always drawn to the cost per kWh. Any excess power produced must be
determined in relation to the production, installation and maintenance process, and any material that
does not help reduce the cost of the life of a turbine must be disposed of mercilessly.
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Abstract

Except for a few, most countries particularly African nations that transited from colonial rule to
self-governance have imbibed and internalized the language and culture of the colonial overloads
across the broad spectrum and tapestry of their social, political, and economic fabric to the neglect
and detriment of their indigenous traditional way of life. It is a common sight in most post-colonial
African countries who hinges or pattern their developmental goals (efforts) and way of life in
similitude to that of their former colonizers; in terms of mannerism, dressing, demeanor, belief
system; jettisoning everything indigenous, and even language. This has created a hybrid, and what
we called ‘the engrafted’ cultures. This has created a kind of a dilemma (lacuna) for the Post-
colonial leaders who are juxtaposed and hamstrung in-between traditional cultural norms and
values, as well as linguistic forms (ties) of their forefathers vis-a-vis that of the previous colonial
overlords. This paper is an attempt at exploring the challenges and dilemmas confronting many
African nations in trying to forge (shape) a national consciousness and identity through language,
culture in post-colonial African nations.

Key words: language, culture, identity, post-colonial, challenges, dilemma, development
J.E.L. classification: F5, F54, 1125, 71, Z13

1. Introduction

The linguistic and cultural identity of most African countries has been a subject of debate by
mainly African, African-American, and Caribbean writers of African descent(Franz Fanon) in which
the liberals, intellectuals; have over the years highlighted and reflected in their writings, songs,
paintings and symposia held in various fora aimed at forging a unique identity that is iconic and truly
indigenous, taking cognizance of the African traditional kinship ties, value systems, language and
cultural norms as an integral part of this projects. This was collaborated by the Kenya writer Ngugi
Wa Thiongo (cf. Kachuru 20026, 76) in one of his writings when he affirm that many African
countries during and after colonial rule are being categorized/identified not only by outsiders but also
by themselves on the basis of the colonialist languages of Anglophone, Francophone, lusophone and
Hispanophone which they speak. For Ngugi specifically harped on the domineering and emasculating
effect of the English language on African thought-process and its cultural embodiment of every
western.

It is important to emphasize that the importance of the traditional value systems, particularly
languages, which have undergone transformation substantially at various stages of development
during the colonial period. This was so because the colonial authorities, who were, hitherto,
apprehensive of the possibility of real or imaginary that the indigenous leaders could hide behind this
facade for nationalist agitations and activities that are inimical to the colonialist interest, treated them
with disdain.

While many African nations worked and fought assiduously to gain independence and self-rule,
yet even after independence their government institutions are governed on the basis of their colonial
masters’ legal, political and social system; in terms of policy articulation and implementation.
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Colonization not only reshaped the political map of the world but affected the social and cultural
values of many nations. Colonialism as a system has undoubtedly left a very deep psychological and
cultural scar that will take years and conscious, but concerted effort to reassert and establish a truly
indigenous identity by the victims to heal. It is a known fact that the language and way of life of a
people are inherently associated with salutary effect on the identity of such personality, and
ultimately permeate the whole fibre of the entire community.

African writers like Chinua Achebe, Ayi Amah, Sly Koromah, Ngugi Wa Thiongo and many
others have consciously and deliberately espoused and reflected this identity in virtually all their
writings; mainly because they were baptized in the crucible of colonialism with its totem signs, scars,
, and vestiges of oppression, slavery, discrimination visibly 'tattooed' in our souls,, etc. Colonialism
as a legacy left a deep psychological and cultural scars in the psyche of the colonized, and this will
undoubtedly take years, anchored on conscious and deliberate reassertion to establish a truly
indigenous identity based on traditional African value systems by the victims. Through their
scholarly works they were able to highly the devastating effect of colonialism on the rich cultural,
social, and political tradition of the indigenous people in the new nations which have been lost; and
to also draw the attention of the world to the cultural mutilation, pillaging, and distortion of the
colonized.

Chinua Achebe (2000), the international award-winning novelist, captured the dilemma of the
African nations when he said “Until the lions produce their historians, the story of the hunt will
glorify only the hunter". While the search for a truly nationalistic but linguistic, cultural, and national
identity remains a challenge, the imperativeness of infusing and institutionalizing traditional,
linguistic,, and cultural identity into a national life not only holds sacrosanct but a recurring decimal
in developmental efforts for most if not all post-colonial African nations.

This has been a dilemma for virtually most postcolonial African nations which have spurred a
new thinking, a sort of paradigm shift; and has emboldened the resolve of post-colonial intellectuals,
leaders of liberation movements, freedom fighters, trade union activists and political leaders to adopt
policies that are geared towards a cultural renaissance and reawakening of a new identity in order to
chart a new course for their people.

Chinua Achebe (1966) captured this dilemma of the post-colonial African nations when he stated
that “’I wanted the novel to be a denunciation of the kind of independence we were experiencing in
postcolonial Nigerian and many other countries in the 1960s, and I intended it to scare my
countrymen into good behavior with a frightening cautionary tale’’

The endless potentials that language brings, qualify it to capture the versatility of man and validate
that language is intrinsically a sophisticated pattern of communication that is in a constant state of
transmogrification.

Customs and traditions globally metamorphose on basis of distinct options; and lingua franca,
being an indispensable part of culture, too transmutes with the metamorphization of culture.

2. Literature review

It cannot be re-emphasized enough that language and culture are inherently concomitant therefore
can impact on the identity and personality of an person; and in the long-run a whole community or
nation. In their quest for a new linguistic and cultural identity, post—colonial African nations are
psychologically and politically poised at investing in recreating a ‘new’ people, a ‘new’ nation by
charting a new course of rebuilding the past, deciphering the present and outlining new perspectives
for the future generations to come. The newly heralded identity being contemplated will be the
crystallization of dream, and with essential attributes and characteristics fused into a ‘colorful’
tapestry of a national life ruminative of the lingua franca, literature, governmental organs, and
academic, technological, and cultural institutions.

Despite the anglophilization, francophilization, spaniardization as well as portuguesization, many
former colonies are beginning to take cognizance of the importance and benefits of the use of
autochthonous languages and traditional cultural beliefs in stimulating and unifying the citizenry.
They are questioning the negative and destructive effect of the use of languages and the imbuement
of the culture of their former colonial master’s in daily and official communication as well as in the
conduct of government business and everyday life.
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2.1 Language

It is only natural that language which is a thread of culture should be the fulcrum and the focal
point of this discussion; because language represents a key identifying and uniting factor. I perceive
language in this context not only as a legitimate means of communication within a community or
nation but also as an important spiritual, social, political symbol of the nation. It represents the bridge
between the culture and identity of the people that define them.

According to the Merriam Webster dictionary, Language can be described as a orderly way of
exchange of information or affections using standardized symbols, remarks, motions, or ensign
with assumed significant. Collins Dictionary on the other hand describes language as an orderly
exchange that comprises of a set of utterances and recorded signs which are passed on from
generation to generation by the persons of a specific nation country or territory for conversation or
inscription

Language can be defined as a interconnected structure of human interaction, either spoken or
recorded, incorporating the use of words in a standardized and prescriptive way and also a system of
social intercourse employed by a specific nation or community. Language is used in intersocietal
conversation among people. These of course encompasses emotions, thoughts, and sentiments,
expectations; and is characterized by a sound that has structure and connotations within a given context
of every community; based on shared rules which act as a vehicle of transmitting same to other people,
based on the ascribed moral codes.

One of the essential characteristics of language is the truth that it is a social being.
Ndimele (2015) affirmed the meaning of language when she stated ‘’Language is
the fountain of human existence and power. Language is used in the household, in religion,
in learning, in conduct of business affairs, in health, or the work setting, in friendship,
or diverse interactive social milieu. In her work (Ndimele 2008:3) states that language does
not operate and function in isolation.

According, to Ndimele (2015) language provide the vehicle by which the customs and
tradition of a people are used to regulated human affairs and exercise controls over our
behavior. In O’Grady et el (2011:1) they expressed the real essence of language when they
said, language is at the epicenter of all human affairs. It is not just an integral part of our
being, but it portrays and defines who we are as a people. It is unimaginable to think of a
scenario in human existence where social interaction in the field of academic, music or any human
activity taking place without the use of communication without language. We as humans express our
inner feelings, pains, happiness and euphoria through language. It is employed as a means of
transmitting knowledge, send information, and also in transmitting customs and traditions to each
successive generations in a given community.

Since antiquity, researchers, academicians, writers, scholars, technicians and experts that span
across various educational and scientific groups, make us of language to document and pass on their
inventions and findings and how these findings affect us. Language is therefore a system used by a
given group to interact and disseminate. It makes for congenial communal living and good
neighborliness’. The importance of the centrality of language in any community cannot be
understated. It is germane to a purposeful and meaningful life and progress.

2.2. Culture

Culture on the other hand can be defined as an integrated system of mental elements (beliefs,
values, worldview, attitudes, norms), the behaviors motivated by those mental elements, and
the material items created by those behaviors. According to Senghor (1964), the Senegalese poet,
who went on to be the president of Senegal, said that culture is quintessential element of advancement
and progress. In Wardhaugh (2010) Culture is all a person must know to function in a particular
society. The heritage and customs of a society is their peculiarity since it bestow on them a
quintessential traits and also offers them the acknowledgement they rightly earned. It is their
fundamental distinctive hallmark that set them apart other societies and counters. And is equally
applicable to other subgroups.
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The United Nations Educational and Scientific Organization, (UNESCO 2010) which deals with
the promotion of cultural acceptance across the global and ensuring child’s access to education
described culture in an encompassing context to mean a comprehensive intricate but unique
supernatural, tangible and sentimental physiognomy that characterizes a community or subcultural
group. It encompasses the social activities or pastimes, scholarships, style of living. It also includes
basic rights of every person, ethical values, heritage and philosophy. It presupposes that customs and
traditions that imparts on humans the capacity to do a self-evaluation.

It goes further to asseverate that it is culture that distinguished from other living things, that are
capable of thoughts, endued with sense of right and wrongs; including consciousness of virtuous
obligation. Culture enables us as humans to perceive, appreciates and imbibes moral principles that
help us to recognize the endless possibilities available to man.

Culture in its truest sense provides us the instrumentality to convey our thoughts, feelings or
emotions. It also offers man a platform for self-consciousness of our imperfections and inadequacies,
and self-assertion. Culture help us extend the frontier of knowledge, seeking fresh interpretation to
the dynamics of life and existence through which barriers are broken and obstacles are overcame;
while new frontier are explored and extended

In a UNESCO 1966) working document on the essence of global cultural collaboration it
espoused/stipulates that the most remarkable addition from this announcement is unequivocally is
the safeguarding of the nobleness and equal distinction of all culture as stated in Article 1(17) and
(1). Without exception, every culture is honourable and it is held in high esteem, and should be
appreciated, cherished and safeguarded. (2) Every cultural subgroup is entitled and ow itself the
responsibility to advance its culture unencumbered. (3) In their bounteous, interesting array but
heterogeneous culture, and because of their inter-mutuality, all culture are regarded as a shared legacy
of humanity.

It is interesting to state here that Article (V) of this declarative narrative about culture will later
have a universal ramifications on the global concept of culture; which is the advancement of culture,
the heterogeneity of culture, shared bequeathal; and so on and so forth. The UNESCO document for
the first time pioneered the meaning of global cultural collaboration, which was deliberately
institutionalized as deserving and obligation for every region; and such awareness and know-how
should be aggregated by all.

In the closing Article (XI) the document states unambiguously that the implementation of
the entire principles enunciated therein should be anchored on the twofold pillars of God-given rights
and civil liberty. Invariably since its declaration it has been a topic of discussions in conferences over
the years. .

In the work of Kroecber and Kluckhohn (1952:357) they defined culture as comprises image, both
definitive and inferential; of and for manners learned and disseminated through signs, encompassing
the peculiar accomplishment of humanity, manifestation/representation in objets d’art. The
indispensable locus of civilization encompasses conventional but antiquely copied and chosen
concepts particularly their associated and derived value and traditional methods. Conversely it could
be regarded as an aggregates of performance And on the other hand it act as a stimulus for additional
performance

Hoebel (1972:6) who was an anthropologist described culture as the assimilated network of
enlightened conducts and manners which are exclusively peculiar to that group of people, and which
is not hereditary as a result of kinship, basically not based on kinship ties.

Tylor (1871) emphasized that, culture is that intricate all-inclusive, comprising scholarship,
conviction, past-times, principles , rules of behavior, legal codes, and other abilities that be acquired,
and universally accepted by people in that given community and are propagated and pass on to each
successive generation. Linton (1945) states that the culture of a community is the lifestyle of its
people the aggregation of their imaginations and practices acquired and commonly adhered to,
eventually passed on from century to century. According to him culture is crafted and modeled for
existence, adhered to by everyone in that community

138



“Ovidius” University Annals, Economic Sciences Series
Volume XXI, Issue 2 /2021

2.3 Identity

What is then the meaning of identity within the cultural context of an individual in a given society?
Because language acts as transmission of culture, it can rightly be said that language becomes the
umbilical cord to the birth of a culture.

It becomes the lightning- connecting rod of a sort between culture and identity. Inferably and
predictably within this context, one could say that Cultural Identity can be defined as the complex
connection of values, customs, traditions, beliefs, behaviors, and way of speech that an individual
identifies with; both within themselves and as part of an entire community of shared commonality,
fostering a high sense of coercion and belonging within a given society.

Culture is assumed and is embedded in every facet of spoken and unspoken language and this is
expected to be pass on either through established structures/system or unconsciously. As pertaining
to cultural identity of a person, this dissertation defined the term ethnic cultural identity as the
complex connection of values, customs, traditions, beliefs, behaviors, and ways and mannerism of
speaking of a person.

Cultural Identity reinforces the believe that each culture is incomparable and inimitable
configuration of utility and ultimately in the long run help in the emancipation of the citizens.
Cultural Identity can be likened to a thread that binds, hold and glue members of a given community,
which ultimately promotes interdependence and peaceful coexistence. Culture is interactive and
dynamic, rejuvenating and constantly recreating itself in order to survive and thrive; like a living
organism.

Conversely, Cultural Rights as propounded by UNESCO recognizes and affirmed the linkage
between culture and development which was derived from the Article 27 of the United Nations
Universal Declaration of Human Rights: I stated inter alia that every human being is entitled to
conveniently engage and take part in the cultural life of wherever he lives , to derive happiness from
the cultural entertainment and partake in the rewards of technological breakthroughs and innovation.
These rights are ¢ concomitant to the International Covenant on Economic, Social and Cultural
Rights of the United Nations as stated in Article 15, particularly in Article 15.1.a. where it is
expressly mentioned that anybody deserves a place and should be involved in the cultural lifestyle
of the community where he resides

The United Nations Educational, Scientific and Cultural Origination (UNESCO) have been at the
forefront in promoting the centrality of cultural rights as pertains to overall development in any
nation. The concept of Cultural Right is till at its infancy with limited research work on it.

It is pertinent to mention here that diversity in culture categorizes a hybridized community or
nation, with a gamut of traditional, communal and cultural determinant, giving rise to a tinge of
heterogeneous distinctiveness, that makes culture a ‘mixed-multitude’’. However, the downside of
it is that this scenario give rise to a kind of a forgotten identity of a sort, according to Mattleart (2010,
232) “’discriminatory interdependence’’

Consequently, the inter-relationship linking language to one’s personality as well the evolvement
of identity and dissemination of ideas and information in intercultural contexts is still less understood.
That is why the need to communicate across cultures is less appreciated and is being taken for granted
globally.

According to the United Nations approximately around 175 million people lived outside their
home country at the turn of the century and this figure is expected to double within the next 30 years
(United Nations 2002).

Therefore, if language is inherent in culture and cultural identity (Rovira 2008, 66), this implies
the cultural identity of a large number of people is greatly under peril. The fact is that limited studies
have been conducted on identity works in relation to language and culture. In fact, researchers are
still trying to understand language and communication developments within cultures. And, aside
from self-reports or a priori analyzes, how can one very and authenticate the assertion that language
is inherent in cultural identity? Little wonder that the Loss of language or transmogrification due to
a post-colonial condition is often viewed as a loss of culture and identity.
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3. The African Identity Dilemma

Instituting and establishing a truly African identity is a huge jigsaw puzzle, considering the facts
that many African countries are made up of many ethnic groups and nationalities; all competing for
supremacy, at best on the basis of equality. A country like Nigeria that has over 450 ethnic groups
with distinct and peculiar linguistic categorization, present a serious dilemma in choosing a
nationally acceptable language that can be used for social intercourse as well as in conduct of
government business. The colonial legacy that created a feeling of mistrust and of playing one tribe
against another has created a huge challenge for many post-colonial African nations. The identity
crisis which has been stoked in the heat of colonialism has altered and created a competitive identity
which makes it difficult to forge an identity that can be uniquely national and peculiar; which can be
harnessed for development; without a clash of multiple but different norms and traditions. This we
have seen played out politically with ethnically based parties across may African nations. More often
than not appointment of people to office are made not on the basis of meritocracy but ethnically,
religiously and nepotistically inspired, given rise to corruption, poverty and insecurity.

4. Research methodology

The research methodology chosen for this paper is basically intellectual in form, perusing,
scrutinizing and collecting material from printed, electronic books and journal articles that are
transcendent various disciplines; encompassing anthropology, sociology, psychology, history and
linguistics.

This study is a modest attempt at trying to revisit the unique Africa past in retrospect so as to help
the postcolonial African nations reconstruct and fashion out a pragmatic and realistic Cultural
Identity in a dynamic global environment that is culturally becoming fluid.

5. Findings

The result and findings of this research brought to the fore the imperativeness and reemphasized
the centrality of language as a harbinger of culture in any society, which is a sin quo non for the
sustainability, survival and continuity of a people and/or nations. Culture on the other hand connotes
the label that gives meaning and identity of a people. The result of this research has also thrown
open the complexities and dynamism of culture, which tends towards ‘hybridity’ of cultural in
forging a unique identity in postcolonial African nations.

6. Conclusion

Drawing from the facts presented in this paper, it is the considered view of this researcher that
establishing a truly unadulterated African identity in post-colonial is pragmatically a herculean task
due to many factors.

In the first place, Colonial legacy of racism, slavery and discrimination bequeathed and left a
negative impact on linguistic and cultural traditions and identity, institutionalizing an ‘engrafted’
identities among Africans nations. It is expected that such a legacy will leave a negative impact on
cultural identity, creating an ambiguous identities among Africans.

The English, French, Spanish and Portuguese languages has long taken root and used as a

language of communication and government business at inception, uniting a plethora of ethnic
nationalities that make up the citizens of these countries; each nationalities with its own distinct
linguistic and cultural ties, peculiarities and traditions.
Adopting one language among the various tribal and ethnic nationalities will create whole new
problems with its own limitations that far outweigh the use of colonial language for government
business and communication. With all the pro and cons across the divide, it will be more pragma to
allow both languages and of course the engrafted cultural identity to coexist side by side, since culture
itself is dynamic; constantly evolving, particular will the current globalization due the internet and
telecommunication.
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Abstract

This paper presents the evolution of agricultural sector in Romania for the period 2008-2020
based on statistical data provided by INSSE. In the analysis we used indicators to reflect the structure
and the dynamics for the number of companies in agriculture sector, the number of companies in
agriculture depending on the number of employees, the agricultural personnel according to
professional status, labor productivity in agriculture, the importance of agriculture in regional GDP,
the population employed in agriculture and population employed in agriculture by region. The total
number of companies activating in agriculture had an increasing evolution during 2008-2018
representing a 55,37% increase. In Romania there are regions more developed regarding the
agriculture and there are regions where the development is lower The productivity of labor in
agriculture is lower than the productivity of the activities of the national economy and registered the
maximum value of 15.3 lei per hour in 2019. In the West region, the highest increase in labor
productivity took place from 21,84 lei per hour in 2009 to 118,9 lei per hour. We could notice that
in the regions where the productivity is higher the proportion of population employed in agriculture
is lower and where the proportion of population employed in agriculture is higher, the productivity
is smaller.

Key words: number of agricultural units, labour productivity in agriculture, the personnel structure
in agricultural units
J.E.L. classification: O13, Q10

1. Introduction

Romania is one of the EU countries with the most pronounced agricultural character.
Unfortunately, this does not imply an appropriate contribution of agriculture to GDP formation,
which is 3,84% in 2020. According to the official statistics of the European Parliament, European
Parliament Briefing (2017), the population employed in agriculture at EU level is poorly educated
(only 8.5% of farmers have received specialized and complete training) and aged (56% of all farmers
are over 55 years), and this trend is evident in the statistics of the last 10 years of agriculture in
Romania and has begun to be a concern for agricultural policies adopted by recent governments.
Therefore, starting from the general framework offered by the CAP in financing agriculture through
multiannual programs, non-reimbursable financing was introduced for small farmers in order to
develop, modernize, make the business profitable and reduce the dependence on climate conditions.

There are some papers in the literature that try to analyse different aspects of the evolution of the
Romanian agriculture, but in our paper a more important part will be addressed to the aspects
regarding the regional evolution of the agriculture in Romania.
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2. Literature review

Burja and Burja (2010) analyze the financial viability of Romanian farms as compared with the
average of EU farms at the level of 2007 and highlight some of the causes that generate gaps between
the Romanian agriculture and that of EU. The main causes identified by Burja and Burja (2010) are
the small scale of production and the insufficient sources of financing, including the credit and the
European funds for agriculture.

Bercu and Botanoiu (2012) analyze the evolution of agriculture in Romania after the 1989 and
consider that the weak results are generated by factors such as “the low level of mechanization,
outdated irrigation systems”, low intensity of exploitation of land area or small spendings for
fertilizers and pesticides and suggest that some of the most important measures to be taken are:
stimulating the farmers’ cooperation, a better acces to financing and more funds for irrigation.

Meita (2015) analzye some quantitative indicators evolution for the Romanian agriculture in the
period 2007-2014 and suggest that the European integration put a significant pressure on the
Romanian farms, confronted with a market where more eqquipped and modern farms was acting.
The opinion of the author ist hat only some structural and legislative changes, along with an easier
acces to financing could improve the results of the Romanian agriculture.

Mituko et al. (2015) analyzed some structural and financial indicators regarding the agricultural
activity in four of the development regions for the 2007-2011 period and for all the regions for 2012
and noticed the different evolutions in the analyzed areas.

Burja and Burja (2016a) show that the sustainable performance of the agricultural holdings in
Romaniain 2008-2012 period vary with the economic size of holdings and find that the medium-
sized farms are the most viable systems, so as they suggest that structural changes are required for
better results of Romanian agriculture.

Burja and Burja (2016b) analyze the relationship between the size of farms and the performance
of the agricultural production factors in Romania for 2010-2012 period and find that the verz large
farms are the most efficient in terms of input use. Also, their analysis show that the very small farms
could reach the frontier efficiency and contribute to the development of multifunctional agriculture
(Gallutio, 2013), but they need to become commercial.

Feher et al. (2017) analyze the structure of the Romanian farms as a starting point of a comparative
view on the value of agricultural production per hectare, gross value added per hectare, value of
intermediate consumption per hectare for Romania and respectively, for Germany, France and
Hungary. They show that are important gaps between Romania and the other analyzed countries, and
even under different scenarios of growth for Romania these gaps remains significative so there are
needed important structural measures to be taken, such as ,,amalgamation of land, expansion of
irrigated surfaces, growth of animal production shares, development of agricultural research,
expansion of financing opportunities” (p. 670).

Bularca and Toma (2018) analyze some technical and financial indicators regarding the
agricultural exploitations in Romania for the 2005-2016 period. Their analysis focus mainly on the
production (livestock and crops) for the four macro-regions of Romania, trying to find discrepancies
between them, but also for different kinds of livestock or crops, to highlight the evolution of the
structure of production in Romanian agriculture during time. Based on their analysis, the conclusion
is that ,,the Romanian agriculture is optimally structured, but has a low profitability” (p. 75)

Feher et al. (2022) also analyze the evolution of some key indicators (number of farms, average
areas, economic size) of agriculture of the EU countries, but an in-depth analysis is done for
Romania, Germany and France. Based on the historical data regarding the period 1998-2019, of the
new aspects introduced by the new European agricultural policy and on the assumptions regarding
the growth of the Romanian economy, the authors show that Romania will not be able to recover
until 2040 the gaps of Output of the Agricultural Industry, Intermediate Consumption, and Gross
Value Added of agriculture compared with France and Germany and suggest some measures of real
restructucturation of agricultural activity.
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3. Research methodology

In our study, we aim to complement the existing literature on the structural evolution of Romanian
agriculture. For this reason, we use empirical evidence and the data provided by National Institute of
Romania (tempo-online statistical data) regard the 2008-2018 period. These data, which include
Agriculture, forestry and fishing, have been statistically processed and analysed.

For characterizing the evolution of the agricultural sector in Romania, we used a number of
indicators such as: number of companies in agriculture sector, the number of companies in agriculture
depending on the number of employees, the agricultural personnel according to professional status,
labor productivity in agriculture, the importance of agriculture in regional GDP, the population
employed in agriculture and population employed in agriculture by region. For the indicators
mentioned there is underlined the structural and dynamic evolutions.

4. Findings

The total number of companies activating in agriculture had an increasing evolution during 2008-
2018, this increase being of 5563 new companies in 2018 compared to 2008, representing a 55,37%
increase. But in 2019 compared to 2018 this number decreased by 706 companies (by 4,45%), and
this decrease is for all types of companies activating in agriculture, but especially for the small ones,
where the decrease is more noticeable.

The share of companies activating in agriculture in the total number of companies in the national
economy has the same evolution, this share registering values between 1,84% in 2008 and 2,75% in
2018, but in 2019 this share had a decreasing evolution reaching 2,56%.

Table no. 1 The evolution of agricultural companies in total companies by size classes

Agriculture 0-9 10-49 50-249 >250

Year companies people people people people
No. 10190 8836 1146 175 33
2008 | 1,84 1,78 238 176 1,76
No. 11105 9708 1209 157 31

2009 | 7 2,05 2,00 2,64 1.83 1,92
No. 11161 9761 1211 163 26
2010 | 7 227 223 2,76 2,03 1,67
No 11231 9628 1416 160 27
2011 | 7 2,48 2,44 2,97 1,86 1,68
No 11966 10237 1530 176 23

2012 | » 2,53 2,47 3,17 2,06 1,40
No 12439 10641 1595 178 25
2013 | » 2,56 2,49 3,30 2,12 1,56
No 12918 11095 1623 176 24
2014 | % 255 2.47 339 2.10 1.43
No 13821 11926 1688 184 23
2015 | ” 2,69 2,62 3,52 2,14 1,34
No 14574 12618 1737 197 2
2016 | 7 2,76 2,69 3,59 224 127
No 15230 13246 1766 195 23
2017 | 2,75 2,68 3,62 225 1,32
Nr. 15833 13861 1767 183 2
2018 | % 2,75 2.68 3.60 2.13 125
No. 15127 13186 1738 182 21
2019 | 7 2,56 2,48 3,49 2.16 1,19

Source: calculated data based on INSSE date
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We believe that the growing trend of this decade is directly related to the enlargement of the EU
in 2007, when Romania and Bulgaria were co-opted into the union, an enlargement that generated a
massive infusion of European funds through the Common Agricultural Policy (CAP) with the
multiannual exercises 2007-2013 and 2014-2020. Until the early 2000s, farmers and economic agents
in the agricultural field suffered greatly due to the very low level of financing, the lack of interest of
state institutions in the maintenance and development of irrigation systems, outdated technology that
farmers still had to use, very difficult access to new discoveries in the field of genetics, computer
science, technology. Access to the EU market, successful examples from the EU's developed
countries in the field of agriculture and last, but not least much easier access to European non-
reimbursable funds have led to a boom in agricultural business.

To show the importance of the companies from agriculture in the economy, we also evidenced
the weight of the number of the companies from this field in the total number of companies from the
economy. The data from table no. 1 shows that the share of agricultural companies in total economy
companies and the share of companies with 0-9 employees in total economy companies of the same
size class, followed the same increasing evolution from 2008 to 2013, these weights increasing from
1,84% to 2,56% for total of companies and from 1,78% to 2,49%, respectively, for very small ones.
In 2014 these weights registered a slight decrease to 2,55% and 2,47% respectively, after which from
2015 to 2018 they increased again, reaching at values of 2,75% and 2.68% in 2018, respectively. In
2019 these weights decreased again reaching at values recorded in 2013 of 2,56% and 2,48%
respectively.

The share of companies with 10-49 employees in companies of the same size category had an
increasing evolution during 2008-2017 registering values from 2,38% in 2008 to 3,62% in 2017,
after which it registered a decreasing evolution until 2019 when it registered the value of 3,49%.

The other shares of companies with more than 50 employees in the total number of companies in
the same size class had an oscillating evolution during the period, falling between 1,76% minimum
value registered in 2008 and 2,25% maximum value registered in 2017 for companies with 50-249
employees and 1,92% (2009) and 1,19% (2019) respectively for companies with over 250 people.

The importance of agriculture in the economy is influenced also by the productivity of the
production factors in the agricultural activities. The productivity reflects the efficiency with which
factors of production are used to produce a certain volume of goods and services in each
company/economy. At the macroeconomic level, labor productivity is often used (as in the case of
the OECD) in terms of hours worked, which is considered to be more representative than that
calculated according to the number of employees or the number of people employed, the latter being
able to be full-time employees. time or part-time, respectively self-employed (according to Eurostat).

Figure no. 1 reflects the difference of labor productivity in the agriculture and in the economy.

Figure no. 1. Evolution of labor productivity, by total activities of the national economy and of
agriculture calculated as gross value added to the number of hours worked
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Source: Own design based on the data provided by INSSE tempo on-line date based, 2008-2020
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The productivity of labor in agriculture is lower than the productivity of the activities of the
national economy. The gross value per hour worked in agriculture registered the lowest value in
2010, this value being 5.8 lei per hour, 5 times lower than the gross value per person employed in
economic activities. During 2010-2014 the hourly productivity had an oscillating evolution reaching
8.1 lei per hour in 2014 after which in the following period it had an increasing evolution until 2019
when the hourly productivity registered the maximum value of 15.3 lei per hour.

Some explanations for this evolution regard the fact that the vast majority of personnel employed
in agriculture had and, unfortunately, still have a low level of qualification, in many cases being
reduced to the personal experience of the farmer and his family. This factor is of major importance
in the survival and development of the small farmer, who relied exclusively on his and his family's
work. This kind of farmer cannot have access to the latest achievements in genetics, technology, even
meteorology and, therefore, will achieve a very low labor productivity, which brings him in many
situations to the limit of subsistence. Also, he does not have access to high-performance equipment
and, generally, is very dependent on the weather conditions. Therefore, state have to think of
programs to rejuvenate farmers, to stimulate young people with the most advanced studies in the
field to settle in rural areas, by developing infrastructure, technology and by stimulating small
farmers to develop their businesses, to technologize them, to digitize them, to hire qualified personnel
in order to obtain a superior labor productivity, in order to obtain surplus value.

The structural evolution of the companies from agriculture is analyzed in the table no. 2.

Table no 2 The structure of the companies in agriculture according on the number of employees

Year 10-49 50-249 > 250
0-9 people people people people
2008 86,71 % 11,25% 1,72% 0,32%
2009 87,42% 10,89% 1,41% 0,28%
2010 87,46% 10,85% 1,46% 0,23%
2011 85,73% 12,61% 1,42% 0,24%
2012 85,55% 12,79% 1,47% 0,19%
2013 85,55% 12,82% 1,43% 0,20%
2014 85,89% 12,56% 1,36% 0,19%
2015 86,29% 12,21% 1,33% 0,17%
2016 86,58% 11,92% 1,35% 0,15%
2017 86,97% 11,60% 1,28% 0,15%
2018 87,55% 11,16% 1,16% 0,14%
2019 87,17% 11,49% 1,20% 0,14%

Source: own calculation based on INSSE tempo on-line date based 2008-2019

Within the agricultural companies, the largest share (over 85%) is represented by small companies
with up to 9 employees, companies with 10-49 people having a share of about 11%-12% all the years,
and the rest being companies with over 50 employees. The share of companies with over 250
employees is very small, decreasing in the analyzed period from 0,32% in 2008 to 0,14% in 2019,
the number of these companies decreasing from 33 companies in 2008 to 21 companies in 2019.

Analyzing the structure by size classes of agriculture companies in dynamics, we notice a clear
tendency of decrease for the companies bigger than 50 employees, as for the small ones (with less
than 50 employers) the evolution is sinuous.

Another important indicator for analysis regards the number and the structure of the persons
working in the companies from agriculture and the data regarding this indicator are reflected in table
no. 3.
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Table no. 3 The structure of agricultural personnel according to professional status
Thousands of people

Agricultural Employee Owners Self-employed Unpaid family
personnel workers

Year No No. % No. % No. % No. %
2008 24074 103,6 4,30 34 0,14 1204,9 | 50,05 1095,5 45,51
2009 2410,7 106,2 4,41 2,4 0,10 1142 | 47,37 1160,1 48,12
2010 2439,9 95 3,89 1,3 0,05 1122,7 | 46,01 1178,7 48,31
2011 2442 98 4,01 1,6 0,07 1051,9 | 43,08 1290,5 52,85
2012 2510 105,2 4,19 1,9 0,08 1115 | 44,42 1287,9 51,31
2013 2380,1 108,2 4,55 5.4 0,23 1072,6 | 45,07 1193,9 50,16
2014 2304,1 113,8 4,94 13,1 0,57 1085,8 | 47,12 1091,4 47,37
2015 2003,1 119,1 5,95 11,7 0,58 972,9 | 48,57 899,4 44,90
2016 1726,8 1244 7,20 10,6 0,61 846,2 | 49,00 745,6 43,18
2017 1741,7 128,6 7,38 9,7 0,56 894,6 | 51,36 708,8 40,70
2018 1759,5 129,3 7,35 12,4 0,70 851,7 | 4841 766,1 43,54
2019 1747 1314 7,52 15,6 0,89 875,7 | 50,13 724,3 41,46
2020 1681,2 129 7,67 14 0,83 834,8 | 49,66 703,4 41,84

Source: own calculation based on INSSE tempo on-line datebase

The number of the population employed in agriculture had an increasing evolution from 2008 to
2012 by 4,26% and after that this number decreased registering 1681200 people, ie a decrease by
30,16% in 2020 compared to 2008. Regarding the structure of the persons working in the agriculture
according to the professional status, agricultural personnel consist mainly of 90% of self-employed
and unpaid family workers, the rest being employers and employees.

In evolution, this structure has changed, some of these changes appearing because of the
decreasing of the total number of personnel employed in the agriculture, but also because of the
decreasing number of the self-employed and of the unpaid family workers.

We observe that since 2010 the share of employees has started to increase from year to year, from
3,89% in 2010 reaching 7,67% in 2020. The share of business owners had the same evolution, their
share being 0,05% in 2010 and 0,83% in 2020. The share of self-employed workers decreased from
50,05% in 2008 to 43,08% in 2011, after which it increased from one year to another until 2017,
when the maximum value of the share was registered. of 51,36%. The share of unpaid family workers
had an increasing evolution in the period 2008-2011, in 2011 registering the maximum value of
52,85%, followed by a decrease of the share until 2007 when it registered the minimum value of
40,47%. In the following years, the share of unpaid family workers had an oscillating evolution,
reaching in 2020 the value of 41,84%.

But the agriculture is uneven developed in Romania. There are regions more developed regarding
the agriculture and there are regions where the development is lower. To highlight the importance of
the agriculture in the economy of the different Romanian regions we underlined the proportion of
regional GDP coming from agriculture in the regional GDP (table no. 4).
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Table no 4 The importance of agriculture in regional GDP

agrli)/cou(;tfure % of agriculture region GDP in region GDP
GDP in Nord- Sud- Sud-Vest
Year total GDP Vest Centru Nord-Est Sud-Est Muntenia Oltenia Vest
2008 6,30 7,20 6,63 10,03 10,51 0,57 9,22 6,58
2009 6,12 6,93 6,53 9,58 10,01 0,48 8,96 6,20
2010 5,00 5,33 5,22 7,70 7,88 0,54 7,13 5,97
2011 6,25 6,55 6,43 10,18 10,30 0,63 9,47 6,69
2012 4,68 4,83 4,46 7,51 7,03 0,54 6,80 5,83
2013 5,38 5,37 5,40 8,79 8,32 0,58 7,79 6,20
2014 4,71 4,93 5,16 7,95 7,12 0,54 7,19 5,48
2015 4,19 4,33 4,39 6,79 7,00 0,54 6,39 4,42
2016 4,07 4,05 4,09 6,39 7,05 0,87 6,12 4,53
2017 431 3,96 4,07 6,61 7,62 1,08 7,08 4,77
2018 4,33 4,10 3,95 6,71 7,58 1,22 6,66 5,02

Source: own calculation based on INSSE datebase

The table no. 4 shows that for Romania in 2008 the agricultural sector contributed 6,3% to GDP,
the maximum value of the analyzed period and the lowest contribution of the agricultural sector to
GDP was recorded in 2016, which was 4,07%.

It is noted that the agricultural sector contributes differently to the formation of GDP by region.
The largest contributions of the agricultural sector to the regional GDP were registered in all regions
except the South-Muntenia region in 2008, the highest contribution being in the South-East region
with 10,51%, followed by the South region - West Oltenia with 9,22% and the North-West region
with 7,20%. Compared to the contribution of regional agriculture to the regional GDP in 2008, in
2018 all regions had much smaller contributions, the South-East Region 7,58%, the North-East
Region 6,71%. The South Muntenia region is the region where the contribution of the regional
agricultural sector to GDP was the lowest, although this contribution increased from 0,48% in 2009
to 1,22% in 2018.

The share of agriculture in GDP decreases over time as a percentage, following more and more
faithfully the trend of the common market, where percentage of agriculture contributes less and less
to the EU economy, but does not decrease in importance as a sector in the national economy. We
consider this decrease to be due to the emergence and exponential development of new economic,
digital sectors, the growing importance of the pharmaceutical industry, artificial intelligence and,
more recently, the aeronautics and space industry, and all this reduces the percentage of agriculture
in GDP of a nation, but do not reduce at all the importance of this vital sector for any national
economy.

In this analysis we eliminated the Bucharest-IIfov region because this area is predominantly urban
and the area used in agriculture in this region is very small compared to other regions.

The different importance in the agriculture in various regions is accompanied by different shares
of persons employed in agriculture in total persons employed in that regions (table no. 5).
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Tabel no. 5. Evolution of the rate of the population employed in agriculture, forestry and fishing in the
total population employed by region

% in total Regiunea | Regiunea
population Regiunea Regiunea Regiunea Regiunea Sud- Sud-Vest | Regiunea
Year employed Nord-Vest Centru Nord-Est Sud-Est Muntenia Oltenia Vest

2008 27,52 30,55 23,09 39,17 30,73 35,33 37,68 23,51
2009 28,66 31,40 24,25 40,50 32,28 36,63 39,19 24,53
2010 29,15 31,55 24,17 41,50 33,10 37,09 40,24 25,06
2011 29,19 31,77 24,24 41,54 33,74 37,21 40,09 24,95
2012 29,29 31,78 24,17 41,51 33,72 37,44 40,27 25,06
2013 27,90 30,13 22,89 40,06 32,26 35,86 38,86 23,78
2014 27,33 29,25 22,46 39,46 31,91 35,27 38,41 23,10
2015 24,02 25,60 19,58 35,13 28,31 31,48 34,37 20,14
2016 20,76 22,18 16,78 31,01 25,08 27,71 30,64 17,54
2017 20,82 22,19 16,80 30,99 25,16 27,76 30,72 17,81
2018 20,93 22,36 16,89 31,07 25,44 27,80 30,66 17,97
2019 20,57 22,00 16,73 30,58 25,05 27,55 30,28 17,97
2020 19,92 21,29 16,21 29,57 24,29 26,75 29,29 17,42

Source: own calculation based on INSSE datebase

The highest shares of the population employed in agriculture in the total employed population
were registered in 2012 (29.29%) and its lowest value was registered in 2020. However, by regions
this share registers different values as follows:

- in the North-East region the population employed in agriculture as percent of the total
employed population in the region is the highest, and the highest value, of 41.54%, was registered in
2011, after which it registered a decreasing evolution reaching at 29,57% in 2020;

- in the South-West-Oltenia region, the highest share of the population employed in agriculture
of 40,27% was registered in 2012 after which it registered a decreasing evolution reaching in 2020
29,29%;

- and in the South East region the share of the population employed in agriculture in the total
employed population had the same evolution as the North East region only that the registered values
were slightly lower, from the maximum value in 2011 of 33,74% to the minimum value of 24,29%
in 2020;

- the other two regions (Center and West) had slightly lower share values as opposed to the
previously mentioned regions from 24.24% in 2011 to 16.21% in 2020 the Center region and from
25,06% in 2010 to 17,42% in 2020 the western region;

- The northwestern region registered the highest value of the share in 2012 of 31,78% and in
2020 this share reached 21,29%.

There is a close link between capital endowment and the degree of technological development,
on the one hand, and labor productivity, on the other. Increasing labor productivity can only be
achieved by increasing the capital intensity of production processes and by technological
advancement.

Table no. 6 presents the proportion of the gross fixed capital formation in GDP for the agriculture
sector for Romania and for the development regions.
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Table no 6 Evolution of Gross fixed capital formation in GDP for the agricultural sector

% in Regiunea Regiunea Regiunea Regiunea
total Nord - Regiunea | Nord — Regiunea | Sud — Sud -Vest Regiunea
Year GDP Vest Centru Est Sud-Est Muntenia | Oltenia Vest

2008 20,14 9,58 12,09 10,85 20,15 23,25 9,46 39,92
2009 15,60 9,90 9,54 8,48 16,30 20,62 6,90 25,75
2010 29,63 15,73 26,92 20,73 35,03 40,71 15,39 27,08
2011 19,09 11,47 14,71 10,67 24,37 24,94 10,80 20,46
2012 25,01 21,43 20,07 13,34 31,36 27,14 13,55 25,29
2013 33,98 23,96 25,46 16,84 48,18 34,93 20,41 37,99
2014 25,16 16,20 17,51 15,56 32,28 27,77 14,14 31,51
2015 27,71 21,06 19,28 16,85 33,38 24,28 14,52 37,56
2016 19,99 14,85 16,92 12,37 24,11 21,16 11,37 23,64
2017 28,60 18,69 21,50 18,77 26,41 25,78 13,39 55,83
2018 16,10 15,37 11,19 11,71 19,16 18,57 9,80 22,42

Source: own calculated based on INSSE datebase

Gross fixed capital formation in GDP for the agricultural sector registered the highest value of
33.98% in 2013 and in 2018 this rate decreased to 16.10%. There is a significant increase in this rate
in all regions in 2010 compared to 2009, after which these values have an oscillating evolution,
registering both increases and decreases. There are differences by regions as follows: The West
Region registered in 2017 the highest share of 55.83% of gross fixed capital formation in the GDP
of agriculture and in 2018 this share decreased to 22.42%. The south-eastern region registered the
highest value of the rate of 48.18% in 2013 and in 2018 it reached 19.16%. The region with the
lowest recorded rate values is the South East Oltenia region (max value 20.41% in 2013 and min
value 9.8% in 2018).

Table no. 7 presents the evolution of the hourly labor productivity, calculated as production per
worked hour, for Romania and the development regions.

Table no 7 Evolution of hourly labor productivity by regions

RON/hour

Agriculture Regiunea Regiunea | Regiunea
Year gLabor Ngor d- Regiunea | Regiunea | Regiunea Sud- Sud-Vest | Regiunea

. Centru Nord-Est Sud-Est | Muntenia Oltenia Vest
Productivity Vest

2008 14,465 17,351 26,703 8,609 19,171 15,877 9,240 25,474
2009 13,342 16,229 26,845 8,082 16,672 15,297 8,401 21,849
2010 14,114 14,534 26,767 8,406 18,482 16,087 8,594 27,644
2011 18,706 20,162 40,414 10,202 25,267 27,305 10,554 33,200
2012 15,678 14,969 34,117 8,791 19,487 22,999 9,186 31,172
2013 19,560 17,037 41,466 10,890 27,533 28,462 11,870 33,600
2014 19,073 18,725 42,141 10,656 29,409 24,342 11,229 32,263
2015 20,315 21,712 44,131 9,504 29,510 26,998 13,907 54,965
2016 22,715 23,275 45,721 10,183 34,013 29,706 16,094 74,173
2017 26,096 25,268 48,847 11,553 42,307 35,321 18,683 89,554
2018 29,369 29,978 58,912 12,957 44,609 38,775 20,437 118,962

Note: Hourly productivity is calculated as the value of production divided by the number of hours worked by
the agriculture personnel
Source: own calculation based on INSSE datebase
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Labor productivity in agriculture is influenced by natural and production conditions. The different
conditions of geographical location, soil, climate, etc., make that at the same labor consumption
different production results are obtained depending on the favorable conditions. Climate conditions,
expressed in temperature and precipitation, differ from year to year, causing variations over time in
the volume of agricultural production and thus in agricultural productivity. These factors make labor
productivity differ by region.

Labor productivity in the Center region records for the entire period analyzed, except for 2012
increases from 26,70 lei per hour in 2008 to 58,91 lei per hour in 2018. The lowest value of hourly
productivity was registered in the North-East region in 2009, this being 8,082 lei per hour and in
2020 the maximum value recorded was 12,95 lei per hour, the lowest value among all regions. In the
West region, the highest increase in labor productivity took place from 21,84 lei per hour in 2009 to
118,9 lei per hour. We could notice that in the regions where the productivity is higher the proportion
of population employed in agriculture is lower and where the proportion of population employed in
agriculture is higher, the productivity is smaller.

5. Conclusions

With Romania's accession to the EU and the common market, the country's agriculture began to
follow more closely the trends of EU countries, even if Romania’s position in terms of digitalization,
labor productivity, access to technology and labor productivity and profitability is much lower.

In agriculture in Romania the climatic conditions still greatly influence the business, in some
cases even leading to the bankruptcy of some farmers due to unforeseen weather conditions
(prolonged drought, hail, floods, etc.). In this sense, it is necessary with priority to expand the national
irrigation system, dams and land improvements, and to stimulate the small farmer will have to
implement financial programs to promote technological development, purchase of high-performance
equipment, easier access to cost-effective software of the activity, including the programs and
calculations of exact meteorological predictions and, last but not least, the information and
stimulation from the state of the farmers regarding the insurances for crops, animals, goods,
businesses in the agricultural field.

On the other side, agriculture’s expanding has become a major factor in the decline of
biodiversity, with increasingly significant effects on human communities. That is why the need to
move from the current system, which pursues only productivity and profit, to a new system, with an
emphasis on sustainability and environmental conservation, is increasingly obvious. Therefore, an
aspect of major importance for the future, in EU agriculture, but also worldwide, new terms, visions
and new trends regarding the future in the agricultural field have started to be more and more present:
food security, biodiversity, sustainability, bio, "Green". These terms are being promoted more and
more obviously, they represent the obvious trend for the future, it is already visible in the agricultural
policies of the EU common market states, but in our country they are in an incipient phase, partly
due to the ignorance of micro farmers and rulers, at macroeconomic level, on the other hand due to
the unsatisfactory promotion of these new policies, but also due to the low level of qualification of
farmers, limited access to information.
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Abstract

The port of Constanta, the largest Black Sea port in terms of operating capacity, has celebrated
125 years from the start of its modernization works. At present, it is also the largest cereal port in
Europe.

The recently evolution of the cargo traffic in this port, in terms of structure, indicates some
trends that could continue in the near future, especially regarding the development of the traffic
within the Constanta port, as a river port, on the Danube, through the Danube - Black Sea Canal,
back and forth from the countries bordering the Danube.

There are important projects, in different development phases, which could lead to the
modernization and development of the activity of the port of Constanta.

This paper aims to identify the most significant directions and priority development projects of
the port of Constanta in the short and medium term.

Key words: port of Constanta, Romania, the Black Sea, evolution, development strategies and
projects
J.E.L. classification: F63, H80, H83, L21, L52, .91, L98, M21, N70, N73, O18, 021, P48, R41

1. Introduction

The largest seaport in Romania and the largest Black Sea port, in terms of total operating
capacity, the port of Constanta celebrated, on October 16, 2021, 125 years from the official
inauguration of its construction and modernization works, in the presence of King Carol I. That
moment represented the beginning of the creation of the "modern" port; however, the port of
Constanta has an ancient history, closely linked to the history of Constanta City, the ancient Greek
fortress Tomis, dating from the sixth century, BC.

The ancient port city of Tomis, or the fortress of Tomis, founded by the Greek settlers, was
originally organized as an emporion, i.e., a trade center between the Greek merchants and the
native peoples on the western shores of the Black Sea. In fact, the Greek influence lasted in ancient
Tomis until the Ist century AD, when it came under the rule of the Roman Empire, a period in
which the port experienced a prosperous economic life.

The Byzantine period followed, when the evolution of the port of Tomis was marked by
numerous migrating peoples’ invasions, which made the merchants look for other markets.

The Romanian rule of these places was short, at that time, given that the Dobrudja region, which
included the port of Tomis, came under the rule of the Ottoman Empire, between the years 1421
and 1878, a period in which the city received the Turkish name Kustendge or Kustendje. The town
of Kustendje had, in 1878, a small port, with a 7-ha basin, with a wooden quay, just 200 m long,
where the vessels docked (Stefan, 1928, p.40).

After the return of Dobrudja to the Romanian Principalities, following the Russo-Turkish War,
respectively the Romanian War of Independence, in 1878, commenced the interest in the
construction of a modern port, in Constanta.
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With the inauguration of the Bucharest-Fetesti railway line and the bridge over the Danube, in
1895, the direct railway connection between Constanta and the center of the country was ensured.
The time had come for the expansion and modernization of the port of Constanta, in order to meet
the new cargo traffic requirements that made up most of the country's imports, as well as exports.

The first studies for the creation of the new port began in 1881, expanded in 1888, and in 1896
the development and modernization works started. The works lasted until 1909, when the "modern"
port was officially inaugurated. Dredging works were carried out, the sea wall, the jetty and the
Southern dam were built, the quays, 6 basins, oil tanks and cereal silos. In 1904 the construction of
the silos and the oil basin began, and in 1909 a silo and a part of the oil station were inaugurated
(Stefan, 1928, p.41).

During the interwar period, new elements of infrastructure were added to the port. However, the
port suffered greatly following the destruction brought by the Two World Wars.

In 1963, the expansion works in the port of Constanta began, and in 1984 the Danube-Black Sea
Canal was inaugurated, an important moment, which made the port of Constanta also a river port,
on the Danube.

The present paper aims at analyzing the recent evolutions of the cargo traffic in the port of
Constanta and identifying some directions regarding its evolution perspectives.

2. Literature review

Even though no written evidence has been preserved about the period of the establishment of
the settlement, which is the current port city of Constanta, archaeological evidence shows that a
dense population lived here even before the Greek colonization, founded between the 7th and 6th
centuries BC (Ciorbea, 1995, p. 5).

Ports, along with the phenomenon of globalization, have become logistics centers that play an
increasingly important role in the stimulation of the development of the national economy and in
the development of regional and international economic relations (Popa and Zburlea, 2020, p.1).

The main advantage of maritime transport is that it uses an infrastructure that does not require
high investment costs: water from the seas, oceans, and rivers. Moreover, port infrastructure
requires lower investment budgets compared to those for the railway or road infrastructure.
Another advantage of maritime transport is that it can connect those "peripheral" regions, which are
difficult or even impossible to reach, regions such as the Baltic Sea, the Black Sea and the
Mediterranean Sea. From this point of view, Short Sea shipping is the most important means of
commercial cargo transport between Eastern and Western Europe and between the countries
located in the Mediterranean basin (OECD, 2021, p. 44).

In recent years, Romania has consolidated its position as the main producer and exporter of
cereals in Europe, which has also led to an increase in cereal traffic through the port of Constanta.
After 2010, the volume of cereals transported by sea and inland waters exceeded the quantities
transported by road and railway, reaching a share of 59% in 2016 (Nistor and Popa, 2019, p. 3).

Stinga and Olteanu wrote a paper on the particularities of the bulk terminal within the port of
Constanta, starting from an analysis of the transport sector at European level, highlighting the fact
that the port of Constanta occupied, in 2017, the 6th place, being the only port on the Black Sea
found in the top 10 European ports (Stinga and Olteanu, 2019, p. 300). Another study was
conducted on the container terminal in the port of Constanta, belonging to the SOCEP company,
using a simulation model designed to help the terminal’s management in optimizing their handling,
storing and container transport activities (Rusca et al., 2020, p. 213).

3. Research methodology

The theoretical part of this paper is an empirical desk research, based on information on some
significant historical landmarks of the evolution of the port of Constanta, since the beginning of its
modernization works, 125 years ago. The secondary information source used has been obtained
from publications and specialized research regarding theoretical and practical aspects concerning
the problems faced by the port and cargo transport activities by sea, especially in the Black Sea and
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in inland waters (on the Danube) (Jupp, 2020, pp. 113-115; 117-119).

In the case study, we have combined the quantitative research on the evolution of cargo traffic
through the port of Constanta, in total and in structure, especially during the last 10 years, with the
qualitative research based on focus-group type of direct discussions (Jupp, 2020, pp. 209-210),
with representatives of the management of the port of Constanta and with managers of some of the
most important port operators in the port of Constanta. For the quantitative research we have used
secondary information, collected in a longitudinal profile (Juganaru, 1998, p. 25), represented by
statistical data and other relevant information, obtained from the website of the Maritime Ports
Administration Constanta, as well as from two of its publications: its annual publication (Handbook
2021-2022) and the Special Report, published on the occasion of the 125th anniversary.

4. Findings

4.1. Some technical features of the current port of Constanta

The total surface of the port of Constanta is 3,926 ha, of which 1,313 ha mainland and 2,613 ha
water. The port of Constanta has 156 berths, of which 140 are operational, the total length of its
quays is 32 km and it has depths between 7 and 19 m. All these features are comparable to the
other major ports in Europe and allow the access of oil tankers with a capacity of up to 165,000
dwt, as well as bulk carriers with a capacity of up to 220,000 dwt.

In the river port of Constanta any type of riverboat can dock, and the Danube-Black Sea Canal
shortens the distance between the Danube and the Sea by 400 km. The Danube River offers one of
the most advantageous means of transport, due to the large volumes of goods that can be
transported and the low costs. Recently, the works at the Barge Terminal have been completed, an
investment meant to improve the facilities for mooring riverboats in the Southern part of Constanta
port, being able to face the future increase in river traffic.

The port of Constanta has a number of important advantages, compared to the other ports in the
region, its main advantage being its advantageous position, on the Black Sea, being located at one
end of the pan-European Rhine-Main-Danube transport corridor. Its position, at the intersection of
the trade routes connecting the markets of the Central and Eastern Europe countries with those
from Central Asia and the Far East, conveys to the port of Constanta an important role within the
European intermodal transport network. Among the other advantages of the port of Constanta, as
an important distribution center in the Central and Eastern European Region, we can mention,
mainly, the fact that it is a multifunctional port, with modern facilities and sufficiently large depths
of the water in the port basin that allow the mooring of the largest ships transiting the Suez Canal;
it is a container distribution center across the Black Sea ports; it has good connections with all the
other means of transport: railway, road (A2 Constanta-Bucharest motorway), river, air and
pipeline; it has Ro-Ro (roll on/roll off) terminals that provide fast connections to the ports in the
Black Sea and the Mediterranean Sea; it has direct access to the Central and Eastern Europe
countries, through the Pan-European Corridor VII — the Danube; it has modern facilities for
mooring passenger ships; it has port status with fiscal and customs facilities, respectively a Free
Zone. The fact that it has generous areas of land available for future developments is also added to
these advantages.

The hinterland of the port of Constanta includes a vast Central and Eastern Europe region. In
recent years, the port of Constanta has successfully served the flow of goods coming from or
leaving towards Central and Eastern European countries, such as: Austria, the Czech Republic,
Slovakia, Hungary, Serbia, Bulgaria, Moldova and Ukraine. Due to the competitive advantages of
the port of Constanta, it has kept its traditional transport routes, despite the numerous economic and
political events that have taken place in recent years, this port acting as the main center for storage
and distribution of goods in the region. The port of Constanta is a multimodal transport center for
any type of cargo and an important commercial gateway for the Central and Eastern Europe
countries, as well as for the Black Sea basin countries (NC MPA Constanta, 2021b, p.10).
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4.2. The evolution of the cargo traffic through the port of Constanta

The evolution of the cargo traffic in the seaports under the management of the Maritime Ports
Administration Constanta (respectively, the seaports of Constanta, Mangalia and Midia, but also
the river port Basarabi, located on the Danube-Black Sea Canal) has known several successive
periods of growth, but also significant decreases (NC MPA Constanta, 2021a, pp. 20-21). Thus,
while in the year 1970, the total volume of operated goods was 14,3 million tons, in the following
years there were significant annual increases, without interruption, until 1980, when the traffic
reached was 47,6 million tons. Then there were two years of decline (1981 and 1982), during the
global economic recession that followed the oil crisis of 1979, after which, during the 1982-1988
years, a new period of uninterrupted annual growth followed, reaching 62,3 million tons in 1988.

During the 1989-1992 years, the decreases in the values of cargo traffic were dramatic,
registering a real collapse, down to 26,9 tons in 1992, due to the transformations that occurred after
the change of the political regime in Romania, respectively the transition from a centralized
economy to the beginning of the transition to the market economy. Then began the process of
privatization of the port operators, and also the beginning of the loss of Romania's commercial
fleet. This was followed by a period of increases in port traffic, between 1992 and 1996, when a
total traffic of 44,2 million tons was reached, followed by another period of decreases, between
1996 and 1999, and slight increases in 2000 and 2001. Between 2001 and 2005 the annual
increases in traffic were again spectacular, reaching 60,6 million tons in 2005, then slight decreases
in 2006 and 2007, followed by a new peak in 2008, when an annual traffic of 61,8 million tons was
recorded.

A new traffic collapse took place in 2009 (at 42 million tons), as a result of the global economic
and financial crisis, then an increase in 2010, followed by a decrease in 2011, then again followed a
period of successive increases until 2016, a slight decrease in 2017 and significant increases in the
following two years, reaching, in 2019, the historical peak of cargo traffic in these ports (over 66,6
million tons). However, as expected, in 2020, as a result of the restrictions caused by the COVID-
19 pandemic, there was a decrease of almost 10% compared to 2019, respectively a traffic of 60,4
million tons of goods (NC MPA Constanta, 2021a, pp. 20-21).

Table no. 1 show the evolution of cargo traffic through the port of Constanta in the 2011-2020
period, both in terms of total traffic and in structure, differentiated, by bulk, liquid and solid goods.

Table no. 1. Traffic data — total & bulk, 2011-2020

2011 2012 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 2020
}“ﬁt)z:)lotlt‘ﬁit;l)c 45597 50,585 SSél 3 55564 5 6%33 59542 58§37 6 14130 66560 60.376
(’{::)t;; lt):llll;) 35§34 39,672 44%99 45é1 8 45§48 48i85 48é20 5 1§2 1 564,‘50 51,006
Liquid bulk 10%61 10,015 10i09 1265 1 12:120 13?,,66 13‘135 14302 14192 12,426
Solid bulk 24373 29,657 34690 32666 33328 3551 8 342‘85 3731 9 41358 38,581

Source: Constantza Port Handbook 2021-2022, Twelfth Edition

The main goods operated through the port of Constanta, in the 2011-2020 period were cereals,
crude oil, petroleum products and fertilizers (Table no. 2). The largest increase was recorded in
cereal traffic, from 9,535 thousand tons in 2011 to 21,894 thousand tons in 2020, while for crude
oil and petroleum products, although there were increases, the evolution of the operated quantities
fluctuated, with increases and decreases, from one year to another. Significant increases, although
with significant annual fluctuations, were also registered regarding chemical fertilizers, from 2,015
thousand tons, in 2011, to 4,420 thousand tons in 2020.
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Table no. 2. Traffic data — main products

Main

?lr ‘(’]‘3‘6“5 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020

tons)

Cereals 0,535 | 12,628 | 15262 | 17,421 | 19,61 | 2039 | 17.89 | 17,96 | 21,32 | 21,894
6 4 1 4 9

Crude oil | 5,534 | 5043 | 5397 | 6,751 | 6,593 | 7,487 | 7.352 | 7,475 | 8,027 | 6,638

Others 6,529 | 6,958 | 6,545 | 6,782 | 6,850 | 6,897 | 6,526 | 6,567 | 6,561 | 6,349

Petroleum | 3,480 | 4,000 | 3,820 | 4,714 | 5,166 | 5,654 | 5,473 | 5,898 | 6,296 | 5,042

products

Fertilizers | 2,015 | 2.154 | 1,763 | 1,742 | 1.843 | 2,927 | 3,094 | 3,008 | 4,025 | 4,420

Source: Constantza Port Handbook 2021-2022, Twelfth Edition

4.3. The evolution of container commercial transport in the port of Constanta

In Romania, the beginnings of the use of container cargo transport date from the first part of the
'70s of the last century, with the design of the first specialized container terminal in the port of
Constanta.

After the change of political regime in Romania, in 1989, the reorganization of port activities
began, and the process of privatization of port activities started, including the container cargo
transport in the port of Constanta. Thus, there were spectacular increases in container cargo traffic
in this port, reaching a number of 118,645 TEUs in 2001.

In 2004, the largest specialized container terminal started operating in the port of Constanta,
managed by DP World company (Dubai Ports World), with a current operating capacity of 1.2
million TEUs per year. The operational area of the terminal is 52 ha and it has minimum quay
depths of 15.5 m, so this terminal can operate Post-Panamax port container vessels.

In 2007, a record 1,411,387 TEUs were reached in the port of Constanta, and after the onset of
the global economic and financial crisis, the decreases in traffic were dramatic, reaching about
600,000 TEUs in 2009 and even a minimum of 556,694 TEUs in 2010.

Table no. 3 shows the comparative evolution of container cargo traffic and general cargo in the
port of Constanta, in the 2011-2020 period. One can notice that, during this time, the share of the
quantity of containerized cargo was more than double in relation to that of the general cargo
category, but there were also some more significant decreases in the general cargo category.

Table no. 3. Traffic data — general cargo and containers

2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020
General cargo 3,966 | 4,233 | 3,598 | 3,681 | 3,998 | 3,675 | 3,647 | 3,525 | 3,547 | 3,024
(1,000 tons)
Containers 6,518 | 6,680 | 6,543 | 6,779 | 6,850 | 6,897 | 6,524 | 6,564 | 6,552 | 6,346
(1,000 tons)

Source: Constantza Port Handbook 2021-2022, Twelfth Edition

Table no. 4 presents the evolution of the number of calls in the cargo traffic in the port of
Constanta, both in terms of maritime and river traffic, during the 2011-2020 years. There is a
noticeable decrease in the number of calls related to maritime traffic and an increase in the calls
related to river traffic, which can be explained by the fact that the average capacity of vessels
operating in maritime transport has increased, whereas riverboats have smaller capacieties.
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Table no. 4. Traffic data — calls

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
Total
Maritime | 4,872 5,057 4,833 4,771 4,605 4,331 4,093 4,139 4,176 4,031
River 8,096 9,405 9,280 | 10,053 | 9,769 | 10,203 | 9,272 9,487 | 10,395 | 10,344

Source: Constantza Port Handbook 2021-2022, Twelfth Edition

Analyzing, by structure, the situation of the number of calls in the maritime traffic (Table no. 5)
we notice a significant decrease in the cargo, tank, portcontainer categories and increases in the
categories bulk carrier and others. Regarding passenger ship traffic, from annual increases in the
number of operated ships in 2011 (44 ships), it reached a maximum of 95 in 2014, followed by
annual decreases, to only 11 calls in 2018, with a return to 17 in the year 2019 (as well as in 2016)
and until the collapse in 2020, when no passenger ship was operated. From the latest information,
received from the port’s administration, in 2021 only a passenger ship was operated in the port of
Constanta, as a result of the restrictions caused by the COVID-19 epidemic. However, the main
cause for the drastic reduction in the number of cruise ships that docked in the port of Constanta
(before the pandemic) was related to the hezitation of the operators of these ships to bring cruise
ships in the Black Sea, after the annexation of Crimea and the military operations in the Eastern
Ukraine.

The most important increases in cargo traffic in recent years have been due to river traffic.
Unfortunately, there are still no regular river-sea shipping lines on the Danube, and their
establishment should be a priority in the coming period. However, first it is necessary to carry out
the dredging works throughout the Danube, especially in the part belonging to the Bulgarian sector,
so as to ensure the seaworthiness of Danube throughout the year. Furthermore, the Danube ports
will have to make the necessary investments and to ensure the necessary machinery and equipment
for handling and storing containers in these ports.

The improvements that will be made regarding the road and railway facilities, as well as in
terms of the conditions offered by the multimodal terminals from Constanta port will increase the
efficiency of cargo transport, will cut costs and will therefore lead to the revival of cargo transport
in the Romanian ports.

Table no. 5. Maritime calls

Calls 2011 2012 2013 2014 | 2015 2016 | 2017 | 2018 | 2019 | 2020
Cargo 2,879 | 2,692 | 2,525 | 2,143 | 1,971 | 1,812 | 1,815 | 1,785 | 1,807 | 1,927
Passenger 44 52 68 95 37 17 13 11 17 0
Portcontainer | 577 651 579 578 610 684 592 524 510 475
Tank 632 673 636 719 668 665 608 670 687 581
Bulk carrier 401 439 533 555 589 607 574 628 622 558
Others 60 550 492 681 730 546 491 521 533 490
Total 4,872 | 5,057 | 4,833 | 4,771 | 4,605 | 4,331 | 4,093 | 4,139 | 4,176 | 4,031

Source: Constantza Port Handbook 2021-2022, Twelfth Edition

Apart from the obvious strengths and opportunities, the Danube ports (not the port of Constanta)
also have some weaknesses, which should be eliminated or at least minimized. Among these, we
can mention: excessive, unused or underused port capacities, as well as the lack of the resources
needed to provide and improve the road and railway connections of the ports with the rest of the
network. Moreover, a number of external threats to these ports, such as navigation hindrances
along the Danube, as well as strong competition from road and railway transport serving industrial
and commercial centers along the Danube, directly from the Koper, Rijeka and Trieste seaports and
even from more distant ports, located in North-Western Europe, such as Rotterdam, Amsterdam,
Antwerp, Hamburg and others (Marcu & Raileanu, 2020, p. 252).
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4.4. Development prospects of maritime transport in Romania

The 2021-2024 Government Program of the Political Coalition that supports the current
Romanian government, led by Prime Minister Nicolae Ciuca, regarding the maritime transport
strategy, states that, for the next 3 years, the priority areas for action will focus mainly on the
capitalization of the huge potential offered by the Danube and the river transport, the development
of the Danube commercial ports and the transformation of the port of Constanta into a regional
leader.

Among the priorities included in the Government Program in the field of maritime transport, the
following stand out: the elaboration of the maritime strategy; the development of the port of
Constanta, through a major investment plan, meant for it to reach its maximum potential and to
expand its hinterland, thus laying the ground for becoming the most important port in the region;
increasing the safety of traffic in ports: digitization and management of the waterway through the
development of the Port Community System computer platform, etc. (Government of Romania,
2021, p. 29).

The concerns for the adoption of a new strategy for the development of maritime transport start
from the desire to achieve a correct and concrete planning of investments in the Romanian ports, a
resizing of tariff and customs policies, as well as the creation of strategic alliances between the
states located within the Caspian Sea - Black Sea Corridor. (Government of Romania, 2021, p. 33).

Another priority is to ensure the necessary conditions in order for the navigation on the Danube
to be possible, without interruptions, throughout the year, and the river ports to be developed by
creating facilities for the storage and operation of containers, as well as providing facilities for
container transport on the Danube River. Moreover, the integration of the Romanian river ports on
the Danube into the European tourist circuit and the development of some tourist circuits specific
to river tourism will be pursued.

The multimodal transport strategy will be correlated with the one concerning the development
and modernization of the transport infrastructure, so as to contribute to cost reduction, but also with
the one concerning the emissions from transports, by transferring, at least partially, the travels,
from the road to other more sustainable means of transport, such as railway or waterway. It will
also aim to increase the efficiency of multimodal transport, through the complementary
development of logistics platforms directly connected by road-railway-air / sea.

The EU Strategy for the Danube Region or the "Danube Strategy" initiative, launched in 2008,
as a joint proposal of Romania and Austria, supported by all Danube riparian countries, starts from
the need for the Danube Region to be tackled in an integrated way, from an economic, transport,
social and cultural point of view. One of the main objectives of this strategy is to improve the
seaworthiness of Danube, especially for the cargo transport and the protection of the environment,
respectively the fight against pollution.

By improving the navigation conditions on the Danube, the necessary premises will be created
for increasing the river traffic, including through the port of Constanta. To this end, works will be
carried out to improve the seaworthiness of Danube, in the sector between Calarasi and Braila and
a joint inter-ministerial commission will be set up within the government to unblock the Fast
Danube project, regarding the improvement of navigation conditions on the Romanian-Bulgarian
Danube common sector, and, in order to do this, the intervention of the European Commission will
be requested. (Government of Romania, 2021, p. 33)

The Romanian Government has undertaken, through the National Recovery and Resilience
Plan - PNRR, a series of reforms and investments, at national level, including, in the maritime
sector, those regarding the development of specialized terminals in the port of Constanta-South,
wharf III and wharf IV South, the modernization of the port infrastructure, by ensuring the increase
of the depths of the fairways and the basins, as well as the safety of navigation in the port of
Constanta, as well as other infrastructure works in the port.
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4.5. Concerns regarding the preparation of port infrastructure for supplying ships with
electricity and alternative fuels

Transport contributes 25% to global CO2 emissions, of which 7% - maritime transport, 12% -
air transport, 75% - road transport, and 6% - other means of transport (OECD, 2021, p. 43).
Onshore electricity supply installations, within ports, can be important sources of clean energy for
maritime and inland waterway transport. The electricity supplied ashore can make a significant
contribution to reducing the environmental impact of maritime ships (European Parliament, 2014,
pp- 7-8).

According to the provisions of Directive 2012/33/EU of the European Parliament and of the
Council, by the end of 2025, respectively 2030, a central network of LNG supply points should be
available in maritime and inland ports, but also in other ports outside the core network. In
accordance with the provisions of Directive 2014/94/EU (art. 2), the notion of “alternative fuels”
refers to fuels or energy sources that serve, at least in part, as a substitute for fossil oil sources used
to supply energy for transport and which have the potential to contribute to decarbonisation and to
improve the environmental performance of the transport sector. Along with electricity, the category
of alternative fuels includes: hydrogen, biofuels, synthetic and paraffinic fuels, natural gas,
including biomethane in gaseous form (compressed natural gas-CNG) and liquefied form (liquefied
natural gas-LNQG), as well liquefied petroleum gas - LPG (European Parliament, 2014, p. 13).

One of CN APM (National Company Maritime Ports Administration Constanta)’s priorities is
the streamlining of Romanian seaports from an energetic point of view. The company is a partner
in the EALING project, which analyzes the possibilities of supplying ships during their stay in
ports, thus eliminating fuel consumption and reducing pollution in port areas by reducing gas
emissions in the atmosphere and the noise produced by the power generators on the respective
vessels. The project responds to the need for implementing OPS (Onshore Power Supply) solutions
in TEN-T seaports.

The "Modernization of the electricity distribution network in the port of Constanta" project,
with EU funding, through the Large Infrastructure Operational Program, amounting to over 113.39
million lei, was signed on November 24, 2021. Through this project, which is in line with EU
strategies for green ports and increasing the technical and economic efficiency of electricity use,
75% of the electricity network in the port of Constanta will be replaced. A new electricity supply
management system will also be installed.

4.6. Projects and development perspectives of the port of Constanta

Among the priorities in the field of maritime transport in Romania, an important place is
occupied by the development of the port of Constanta, through an investment plan which intends
for this port to reach its maximum development potential, to become a regional leader and to
expand its hinterland.

In recent years, the port of Constanta has seen significant increases in cargo traffic on the
Danube, through the Danube-Black Sea Canal and has become the most important cereal port in the
region and one of the largest in Europe. If the necessary Danube dredging works will always be
carried out on time, in order to ensure the optimal conditions of seaworthiness throughout the year,
especially in the Romanian-Bulgarian common sector of the river, there are very good prospects for
the development of cargo traffic on the Danube in the coming years, and the port of Constanta will
be able to register considerable increases in traffic.

The important investment projects to be carried out in the port of Constanta are meant to ensure
the increase in accessibility of the port, as well as the increase in the maritime transport capacity,
the development of specialized terminals within the port of Constanta South, the modernization of
the electricity distribution infrastructure in the New Port area, the modernization of the port
infrastructure, by ensuring the depths of the fairways and the basins, as well as the safety of
navigation in the port.

Furthermore, the port operators are carrying out their own development and modernization
projects. For example, the company COMVEX SA completed, in 2020, an investment in the largest
cereal terminal in the port of Constanta (with a capacity of 200 thousand tons). On the other hand,
DP World Constanta, the operator of the largest container terminal in the Black Sea region, has
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started the project of building a new Logistics Center, on an area of 60 thousand square meters in
the port of Constanta.

The “Three Seas Initiative” project, launched by Poland and Croatia in 2015, includes 12 EU
member states, located in the Baltic Sea, the Adriatic Sea, and the Black Sea: Poland, Hungary, the
Czech Republic and Slovakia, the Baltic countries (Lithuania, Latvia, Estonia), Austria, Slovenia,
Croatia, Romania and Bulgaria. This initiative aims at increasing the convergence and cohesion,
while reducing the economic development gap between different areas and EU member states, by
increasing interconnectivity in this region, in areas such as energy, transport and digitalization
(MFA, 2021). As part of this Initiative, Via Carpathia is a project aimed at designing a trans-
European corridor, a high-speed road with a length of about 2,500 km, which would become a key
connection between Northern and Southern Europe, on the eastern flank of the EU. The Romanian
route of Via Carpathia should connect Romania's borders with Hungary, at Bors, with Bulgaria’s
border, at Calafat, on a length of 462 km. However, for the Romanian authorities, a branch of the
project is very important, namely the Episcopate of Bihor-Oradea-Arad-Timisoara-Sibiu-Pitesti-
Bucharest-Constanta route, i.e., ensuring the connection with the Black Sea, thus being able to
increase the cargo traffic through the port of Constanta.

5. Conclusions

In recent years, the port of Constanta has seen significant increases in traffic, especially in the
case of goods transported on the Danube, through the Danube-Black Sea Canal, the largest increase
being recorded in cereal transport. In recent years, almost all port operators in the port of Constanta
have made investments in the construction of new cereal storage capacities (silos) in the port, and
the significant increase in cereal production and exports from Romania and other Danube riparian
countries has favored this increase in cereal traffic.

The further increase in the traffic of goods transported on the Danube depends, however, on
ensuring the seaworthiness conditions on this river, throughout the year. The Romanian
governmental authorities must continue their diplomatic efforts in order to convince the Bulgarian
authorities, in particular, of the need to carry out, in a timely manner, the dredging work in the
Danube sector corresponding to their country.

Among the priorities of the Romanian maritime sector, an important place is occupied by the
development of the port of Constanta, by promoting an investment plan which intends for this port
to be able to reach its maximum development potential. The important sums allocated to the
investments in transports, in Romania, in the following years, financed both by PNRR and other
European and governmental sources, will lead to a considerable improvement in the railway and
road connections of Constanta port with the rest of the country and the neighbouring countries.

A particular attention should be paid, by the administration of the Port of Constanta, to ensuring
the necessary investments to provide the required technical possibilities for ships docking into the
port to be supplied with electricity, as well as a greater diversity of less polluting fuels than fossil
fuels used to power ships’ engines (hydrogen, biofuel CNG, LNG, LPG, etc.), in accordance with
the provisions of the European directives on reducing pollution in maritime transport.

In our opinion, but also that of many managers of companies operating in the port of Constanta,
whom we have consulted, it is necessary for the new leadership of the Romanian Ministry of
Transport and Infrastructure to understand and to act so as not to continue to perceive in the future
the National Company Maritime Ports Administration Constanta only as an important source of
profit and income to the state budget, but rather as an administration whose main objective is to
ensure the most favorable conditions, so as to attract the highest flows of goods to be operated
through the port of Constanta.

A proposal which should be analyzed by the authorities and implemented, as soon as possible,
would be to create, on the premises of the port of Constanta, an industrial park, in which to carry
out non-polluting production activities. The companies that could be attracted to produce in this
industrial park could benefit from the customs and fiscal facilities of the port of Constanta and
could attract additional flows of raw materials to be processed within the port and then the resulting
products to be exported / delivered to other countries.
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Abstract

This article aims to present an overview of the G20 member states in relation to the measures and
policies adopted in the field of trade and investment, all in the context of the COVID-19 pandemic
and its effects. As we know, the COVID-19 pandemic affected the allocation of resources (financial,
human, material) during this period and led to a decrease in productivity.

Relating to G20 trade-facilitating and trade-restrictive measures, data presented by WTO (2020)
show that during this period the G20 member states have implemented 154 new trade measures, of
which 93 were related to the COVID-19 pandemic.

The investment policy measures of the G20 states have been divided into the following categories:
- measures specific to foreign direct investments; - measures related to national security; - non-
specific measures for foreign direct investment, - international investment agreements.

Key words: G20 countries, the COVID-19 pandemic, investment policy measures, innovation,
productivity growth
J.E.L. classification: H12, O33, O38

1. Introduction

As we know, the Group of 20 brings together the world's largest economies in an
intergovernmental forum, in order to address various issues of the global economy, such as
sustainable development or financial stability. The figures for these economies reveal their
importance in the international landscape: G-20 members accounts for more than three-quarters of
international trade and contributes by about 80 percent of the world's gross domestic product.

The last two decades have shown a slowdown in productivity, both in developed, industrialized
economies, as well as in emerging economies. As a current factor of influence, the COVID-19
pandemic (as well as possible crises generated by it) can affect productivity, given the imbalances in
investment, in supply, in distribution or in the workforce.

According to the statements of G20 members, in order to overcome all these problems in terms
of productivity, it is necessary an international collaboration, so through joint efforts we must act in
making high quality investments in infrastructure and people, obtaining a good reallocation of
resources (through interconnected markets), with higher chances of obtaining finance and liquidity.

2. Theoretical background

The interpreted data studied in this article provide, first of all, information on the state of
productivity growth, in the event of a crisis caused by the COVID-19 pandemic. For this part of the
analysis were taken into account: D’Adamo et. al. (2021) and Di Mauro and Syverson (2020).

D’Adamo et al. (2021) approaches in their work “Digitalization & Beyond: The COVID-19
Pandemic & Productivity Growth in G20 Countries” the issue of the channels through which the
COVID-19 crisis can influence productivity growth.
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They started from the analysis undertaken by Di Mauro and Syverson (2020), in which it was
used an accounting decomposition of Aggregate productivity growth into three components:

- within-firm productivity growth

- reallocation of resources between firms

- reallocation of resources between sectors

Italian G20 Presidency (2021) and D’Adamo et al. (2021) presents the principles of the policy
pursued by the Italian Presidency of the G20, to restore productivity growth. The policies agreed by
(G20 leaders during this period, in the context of the current pandemic, refers to encouraging public
and private investment, encouraging investment in human capital, achieving a harmony between
access to information and data protection, promoting a friendly business environment and
encouraging international cooperation.

Roth and Sen (2021) demonstrates through an econometric analysis of growth accounting that
intangible capital (research and development, software, economic skills -market research, branding,
training-) has an extremely important role in increasing productivity, both at the aggregate level and
at the sectoral level.

3. Research methodology

In this paper, we want to address some issues in connection with the following points:
v' The influence of the COVID-19 pandemic on the deceleration of productivity
v’ The risk of occurrence of major regressions in terms of resource allocation (including
investment) due to the COVID-19 crisis
v' Investment policy measures considered towards G20 leaders to overcome the possible crisis
caused by the COVID-19 pandemic
v' The correlation between the measures targeted by G20 leaders and current research on the
influence of the COVID-19 pandemic on productivity and investment
v" The correlation between digitalization-investment-productivity growth
Qualitative research is based on studies of literature specific to this field; we used the fundamental
and theoretical research methods by studying the specialized literature, revising articles, reports and
books found in the electronic databases. Moreover, for the research and knowledge of the present
subject, the method of economic analysis, synthesis, comparison, but also hypotheses and
conclusions were used.

4. Findings

National borders have been closed, companies' production has fallen, so the world economy has
also been partially closed (out of a desire to reduce the spread of the virus). At the moment, it is
difficult to measure the real impact of the COVID-19 pandemic on productivity, investment, resource
allocation, and therefore on the world economy as a whole, because: 1. the pandemic is not over
(there are still closed borders or travel restrictions, some activities are partially or totally affected in
their operation, they are suspended people, etc.); 2. official statistical data are not available (are
presented in an estimated, partial manner).

As mentioned earlier, the issue of channels through which the COVID-19 crisis can influence
productivity growth has been approached starting with the accounting breakdown of aggregate
productivity growth into three components.

1. The issue of increasing productivity within the company

In this first component of aggregate productivity growth, as argued by D'Adamo et al. (2021) and
Di Mauro and Syverson (2020) we meet many factors of influence: human capital, investment,
innovation, digitalization, miscellaneous intangible assets, fragility of global value chains,
administrative and fiscal burden, barriers between countries.

People were suspended, sent into technical unemployment or fired due to the COVID-19
pandemic. If their reallocation on the labor market is not done quickly, then they can no longer have
access to professional training, specialization courses, and even begin to be demotivated to increase
their various professional skills. Of course, in this case, productivity will also be affected.
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We find a close relationship between investment-innovation-digitalization. Given that the
pandemic is not over, people have generally feared investing. But in order to continue the activity,
some had to create conditions for the current context, in which the movement of people was limited
and employees worked from home. For large companies, this adaptation could be easily done; those
with smaller businesses, faced financial or logistical barriers to investment. In this case, labor
productivity has fallen considerably.

Figure no. 1. Investments in IT or digital technologies since the start of the COVID-19 pandemic
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Source: Bellmann et al., 2021.The pandemic has boosted firm investments in digital technologies (online)
(Available at https://voxeu.org/article/pandemic-has-boosted-firm-investments-digital-technologies)

Also, the productivity of a company depends on the relationships it has developed over time with
its partners, with its employees, with final consumers etc. What happens when the company closes
due to the COVID-19 crisis? Things are obvious: trust in that company is affected, relationships can
be lost. Therefore, it is preferable for employers to keep their employees (possibly in a limited form
of activity) rather than to fire them (to avoid the additional costs of finding other people, training
them, rebuilding relationships with partners, etc.).

2. The issue of reallocation of resources between companies

The issue of reallocation of resources between companies is developed by Di Mauro and Syverson
(2020) by presenting variables related to company size (closing small businesses can lead to a
reorganization within the industry; at the same time, it is possible (not wanted / preferred) like closing
small businesses to make room in the industry also for small and inefficient firms), financial
constraints and the creation of zombie firms (defined as firms that are unable to cover debt servicing
costs from current profits over an extended period according to Banerjee and Hofmann (2018)).

3. The issue of reallocation of resources between sectors

As we observed during the pandemic, some activities were reduced (for example, flights,
accommodation in hotels), and others increased (such as online medical consultations, various online
services of central and local government, various IT services). This change in the sectors will
certainly lead to a change in aggregate productivity, because the productivity of the various activities
mentioned is different.

For an economy to be successful, investment is needed to increase productivity. Investments can
take the form of money, various financial securities; we can also invest in tangible assets (buildings,
fixed/mobile assets, furniture, etc.) or investments in intangible assets (software, copyrights,
trademarks, R&D).

G-20 leaders believe that attention should be paid in this period (and not only) to digital
technologies, which should be transformed from challenges into opportunities, if we want to increase
production and the productivity of factors of production. We mentioned that during the COVID-19
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pandemic, the measures of the decision makers were specific to each economy, situation, each
context. The same will happen in the case of innovation and digital economies: it will take into
account the economic structure of the nation in question, its policies, participants, etc. (D'Adamo et
al., 2021)

G-20 leaders noted that there must be a mix of policy options that provides a maximum of
digitalization on productivity. Thus, the G20 Menu of Policy Options on Digital Transformation and
Productivity Recovery (2021) states that, on the one hand, we have productivity factors, such as
infrastructure, human capital, innovation, and, on the other hand, we have productivity-enhancing
policy options in connection with stimulating investment or reallocating resources.

The growing importance of intangible investments is also noted in the case of the G20 economies,
in the chart below. We can observe that in the analyzed period, 2000-2018, the tangible investments
decreased as a share in the gross domestic product, and their place was taken by the intangibles,
which register an increasing trend.

Graph no. 1. Intangible vs. tangible investments (selected G20 countries)

-
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Note: % of GDP. The G20 aggregate includes: AU, CA, FR, DE, IT, US, UK, BR, JP, KR, MX

Source: D’ Adamo et al., 2021. Digitalisation & Beyond: The COVID-19 Pandemic & Productivity Growth
in G20 Countries, ISSN 2443-8030 (online), p.7
(available at https://ec.europa.eu/info/sites/default/files/economy-finance/eb067 en.pdf)

This paper sought to address issues related to investment policy measures considered by G20
leaders to overcome the potential crisis caused by the COVID-19 pandemic, but also a correlation
between measures targeted by G20 leaders and current research on the influence of the COVID-19
pandemic on productivity and investment. As we specified in the abstract, recently, the investment
policy measures of the G20 states have been divided into the following categories: - measures
specific to foreign direct investments; - measures related to national security; - non-specific measures
for foreign direct investment and - international investment agreements (UNCTAD-OECD Report
on G20 Investment Measures, 2019).

We further summarize the principles of the policy pursued by the Italian Presidency of the G20,
to restore productivity growth (D’Adamo et al., 2021, Italian G20 Presidency, 2021):

- encouraging public and private investment, by establishing public-private partnerships, by
developing infrastructure, by digitalization of the economies, by guaranteeing the quality of public
finances (adjusting government revenues and expenditures of public authorities, in order to obtain
an optimal result of their composition), by supporting intangible investments (continuous training,
research-development, network training academic environment-industry-decision makers);

- encouraging investment in human capital, through education and training programs (especially
for adapting to technological innovations, for the transition to an increasingly digital world), by
addressing the management of SMEs (thus ensuring the adaptation of production processes, the skills
of those involved);
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Figure no. 2. Employment Loss by Vulnerability to Automation and Skill Level
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Source: IMF, 2021. Group of Twenty: Boosting productivity in the aftermath of COVID-19, p.15 (online)
(available at https://www.imf.org/external/np/g20/pdf/2021/061021.pdf)

As can be seen in the figure above, the COVID-19 pandemic has affected to a much greater extent
the sectors vulnerable to automation, those who were fired the most were unskilled (basic) employees
or with an average qualification.

- achieving a harmony between access to information and data / information protection, by
facilitating access to data and information, both for the private and for the public environment (in
terms of central and local government services, tax and fee services, etc.), while ensuring
confidentiality, ensuring fairness and non-discrimination of participants (including on the payment
of taxes or the use of digital platforms of large companies versus SMEs, by avoiding abuses of
domination);

- promoting a friendly, dynamic business environment through policies that reduce bureaucracy,
promote foreign direct investment, ensure the protection of intellectual property rights, reduce
barriers to entry and exit of companies, provide e-government services, facilitate access to finance
and liquidity;

- encouraging international cooperation, through the exchange of knowledge and through joint
investment initiatives in research and development;

Graph no.2. Productivity drivers and productivity-enhancing policy principles

Source: D’ Adamo et al., 2021. Digitalisation & Beyond: The COVID-19 Pandemic & Productivity Growth
in G20 Countries, ISSN 2443-8030 (online), p.13
(available at https://ec.europa.cu/info/sites/default/files/economy-finance/eb067 en.pdf)
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5. Conclusions

As can be seen, during this period of the COVID-19 pandemic, the measures adopted by the state
authorities were staged, depending on the local context and the particular situations that arise. Any
decision taken covered short periods of time, without insisting on possible long-term effects or
irreversible consequences. All the problems that have arisen should be lessons for the participants in
the economic life and not only.

Information technology, digitalization, innovation are aspects that should not be undervalued; in
fact, they can secure a future for many of the present and future businesses, especially after various
flaws have been observed during the time when the world was slowed down, blocked by this virus.
Thus, the European Commission (2021a) considers that, in the long term, the effects of the COVID-
19 pandemic may be some positive ones, which dictate trends: the green transition, changes in the
global value chains, but also digitalization. New forms of work will be outlined, taking into account
teleworking and automatization, which will require highly qualified work with higher salaries.

Regarding digitalization and artificial intelligence, of course there are opinions that they will be
related to job loss. We believe that we should consider the opportunities offered by digitalization,
such as improving employee skills, streamlining working time, less redundant work, easy access to
information and data, improving the relationship with customers (through shorter response time,
various channels of information transmission, etc.). In fact, according to the studies consulted
(D’Adamo et al., 2021; Cappelli, 2020; Author, 2015), only certain tasks of employees only certain
employee tasks can be automated (especially the unskilled or medium-skilled). In addition, the
contribution of digitalization in productivity will lead to the creation of new jobs in other sectors; it
is therefore a question of a redistribution of jobs, not about a loss.

(20 leaders noted the importance of digital platforms on productivity, whether we mention online
stores, social media, general services of central and local government, payment services, app stores,
digital work platforms etc. Digital platforms are closely linked to innovation and increased
productivity. They allow the rapid distribution and sharing of information, ideas; they are the fast
meeting place for business partners, suppliers with potential buyers, employees to work together;
contributes to learning and provides new sources of information to develop innovative businesses.
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Abstract

The purpose of this paper is to underline the difficulty of balancing prices in a dynamic
environment, strongly connected to the technological evolution, political decisions, global events
and macroeconomic trends. In order to be able to highlight the level of the challenge it represents,
we will also analyse the impact of uncertainty upon the economic environment during the current
crisis generated by the COVID-19 pandemic, which is an unprecedented situation. The global
competition in the last two decades, adopted by more and more companies, represents the greatest
challenge faced by the field of logistics, challenges which involve constant adaptation, innovation,
externalisation and changing strategies in record time. In an increasingly global economy, logistics
and the costs of logistics will be decisive factors for competitivity and modernisation. Access to new
outlets, raw materials and workforce depends on a single essential criterion: the existence of a
functional transportation system.

Key words: transport, globalization, pandemic, technology
J.E.L. classification: L99, O08

1. Introduction

Due to its role in economy, logistics represents a distinct and vital industry, a component without
which world economy would be blocked. We shall present in the following chapters the importance
of this segment of economy, its connection to all the other branches of production and commerce and
how it has evolved under the impact of the accomplishment of contemporary civilisation. Logistics
is a stimulating factor of progress and development, involving human and material potential and with
positive effects upon the fields with which it interferes. The continuous momentum of the progress
of logistics, resulting in its rates of development, made globalisation become not only possible and
accessible, but also — together with the technological and scientific revolution — one of the most
astonishing phenomena of the millennium.

Contemporary consumers have become accustomed during the last century with more and more
diversified merchandise of better quality. Producers have permanently been looking for places with
cheaper, better qualified workforce, countries with a more permissive and predictable fiscal
legislation, perhaps even areas with an abundance of resources and raw materials. For them,
transportation and logistics have always represented a challenge.

2. Theoretical background

Literature studying transportation and logistics presents a multitude of concepts and approaches
within the field which demonstrate the dynamics of the industry.

The progress of globalisation in the last two decades has been remarkable. With the help of
technologies which facilitate the cooperation of economic operators, imports and exports have never
been more permissive. In this context, both the economic operators, as well as the final beneficiaries,
benefit from lower prices and superior quality for the products which they acquire or market. The
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transport of goods has a considerable impact upon the economies and societies of different countries.
Its role manifests itself on various levels, from the superior capitalization of natural and material
resources to the improvement of living conditions and the stimulation of economic growth.

A major role which we will describe is played by transportation intermediaries, those economic
operators who ensure the connection between beneficiary and carrier, who have a role of arbitrage
in the transportation market and who are directly responsible for its effective operation.

In order to highlight the dynamics of international transportation we used world level statistical
information, continental European statistical information and national level statistical information.

In a more and more globalised economy, transportation, logistics and logistics costs are
increasingly important factors for competitivity. If at the beginning the logistics segment of a
business had a marginal influence on the global success of the company, it has gradually become one
of the factors which ensure competitivity on a global scale. Therefore, logistics has become a major
component in the business plan of companies.

The objective of the paper is to highlight the economic development at a global level and to
underline the importance of the evolution of transportation throughout this process.

3. Research methodology

This article presents statistical data regarding the transportation of goods and vessels traffic - port
container vessels in particular — in ports in the European Union, Iceland, Norway, Montenegro and
Turkey. At the same time, it covers the main trends in the road transport of goods in the European
Union until 2020. It describes the trend before the emergence of the Covid pandemic and compares
it with its impact on the transportation of goods. It analyses transportation at country level,
international transportation, cross commercial transportation and cabotage. It must be mentioned
that, following the development of the ICT technology, prices practiced by transporters from all
segments — terrestrial, maritime, etc. — have dropped dramatically, but crises generated by external
factors can generate an unprecedented recrudescence. Transportation at a global level represents a
topic approached by many analysts who underlined the positive and negative aspects. The events that
transpired in the last two years have created a new reality, as the importance of this segment
increased. By analysing the existing data, in this article we presented the effects of the Covid 19
Pandemic on the transport and logistics industry at a global level.

4. Findings

The rapid growth of the costs of maritime transport of goods is a clear sign of supply blockages.
Starting with July 2020, the costs of the transport of goods at a global level have been recovering
from the minimum levels reached mid-pandemic. During the last months, however, they have
reached unprecedented levels, while growth rates have surpassed the ones observed since 2015. At
the same time, transportation costs on maritime transport routes from Asia and China to Europe and
the Mediterranean Sea, as well as to the United States, have seen a very strong increase in the second
half of the year. They seem to have reached the highest point recently. Two factors are associated
with the increase in the costs of transportation. On the one hand, the sharp increase in the demand
for intermediary inputs due to a more substantial production activity has increased the demand for
Chinese exports and the demand for container freight services. On the other hand, the shortage of
containers in Asian ports has exacerbated the supply blockages and has increased the costs of
transportation even more, because companies in Asia pay premium fees to recover the containers.

Ports are crowded due to logistics disruptions connected to the COVID-19 pandemic, while
inactive containers remain in ports due to the uneven recovery of commerce. The available data
indicate a decrease in the flow of port-container vessels in ports in Asia, the Asia — EU commercial
route registering the greatest decrease.

The increase in the costs of maritime transport has been even more influenced by the limited
capacity of air cargo, since the number of international flights has decreased due to restrictions and
flight cancellations.

172



“Ovidius” University Annals, Economic Sciences Series
Volume XXI, Issue 2 /2021

Figure no. 1
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In 2020, restrictions and other measures taken to prevent the spread of COVID-19 have suddenly
reduced the demand for containers. April and May 2020 were the lowest months; by then end of
May 2020, 12% of the total container transport capacity was inactive, specifically 2,7 million TEU
(according to Clarksons Research, BIMCO, 2020). Maritime transport companies tried several
measures to lower the costs and manage the transport capacity, but in the second half of the year
2020, the situation reversed. The sudden increase in demand practically blocked the ports which have
a limited capacity to manage, unload and stock. 1.

Mid 2020, the increased demand for containers and the limited operating capacity resulted in an
exponential increase in transportation fees. In the second half of 2020, the demand for container
transport started to increase again. Vessel capacity remained limited, but the number of inactive
containers started to decrease in relation to the increasing demand. By the end of June 2020, dry-
running reached 9 percent, subsequently starting to recover until it decreased to 6 percent in July and
4 percent in August. At the end of September 2020, it decreased below the 2019 average level of
idling of 4,1%, reaching 3,5 percent. In 2020, the global container fleet extended its capacity by
almost 3%, more precisely 281.784.000 dwt, while the container transportation market contracted by
1,1%, reaching 149 million TEU/year.
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Figure no. 2
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If the demand for maritime transport had a spectacular recovery, road transport for distances
longer than 2 000 km dropped suddenly in 2020.

In 2020, 6,5 percent of expeditions in the EU were for distances shorter than 50 km, while only
4,2 % were for distances over 2 000 km. However, the greatest part of road freight transport activity
(89.3%) took place on distances ranging between 50 and 2000 km, most (59,6 %) taking place for
distances longer than 300 km.

The chart below presents trends in road freight transport per each distance class from 2015 until
2019. We can notice that all the distance classes below 2 000 km increased, with the only exception
of 2018, when transport between 300-999 km saw a slight decrease and the one between 1 000 - 1
999 km had a sudden decrease. We can notice that long haul transport of goods had a considerable
fluctuation between 2015-2019, but with an increasing trend. However, the restrictions and traffic
blockages at border checkpoints in several countries imposed in 2020 to counteract the Covid
pandemic had considerable effects on the trends in the transportation market. Transportation on
distances longer than 2 000 km saw a sudden drop (8,0 %) in 2020, a trend which was propagated in
shorter distance categories, such as the ones below 150 km which saw a 2,3 percent decrease and the
ones between 1 000 and 2 000km, which saw a 1,2 percent decrease. For the other two categories of
average distance, the changes were insignificant. More precisely, for the ones between 150-299 km
we have a 0,2 % decrease and for the ones between 300-999 km we notice an increase of 0,1 %.

Figure no. 3
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It is estimated that the use of freight transport will increase by 80 % until 2050, while passenger
transportation in Europe will increase by more than 50 %. Considering a significant increase in the
use of transportation services, it is very important that prices be constantly monitored to ensure that
users are properly stimulated to use more ecological means of transport. The fluctuations in
transportation prices affect all the decisions taken by individuals, as well as economic operators
regarding the means of transport, which is why it is imperative to intervene on the transportation
market by means of incentives, subventions, taxes or regulations.

The price of transport reflects the major market changes, such as the evolution of international
energy and fuel prices, the evolution of vehicle technology and last, but not least, the government
interventions by means of subventions, regulations and taxation.

The most recent example is the phenomenon registered between June and September 2021, when
the prices of freight transport in Europe saw the fifth successive quarterly increase, the reasons being
the increase in demand, geopolitical events, as well as the increase in costs. There was an explosive
increase in demand in the context of a shortage of drivers, a series of imposed restrictions and an

over 30% increase in the price of fuels.

This trend is, first of all, the result of the dynamics of demand, which is continuously increasing
both in the processing industry and retail and which is, obviously, the main reason for the increase
in transportation fees. But the road transport sector is also facing a severe problem, a capacity deficit.
The deficit of drivers is becoming the main problem in all the countries of the European Union. The
Ti/Uply, IRU report mentions that in Spain the deficit is expected to reach 10,2% in 2021 compared
to 7% in 2020. Germany and France are also affected, while in Great Britain the phenomenon was

severly impacted by the Brexit.

The costs increase suddenly. At the same time, road freight transporters are confronted with
significant increases in many essential costs. Aside from the lack of workforce, transporters are also
confronted with a very significant increase in fuel costs. According to destatis.de data, the prices of
Diesel in Germany have increased by 38,5% in the third trimester of 2021 compared to the third

trimester in 2020.

Figure no. 4 Evolution of gas prices in Europe in 2021
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Eventually, road freight transport is also facing the restrictions or blockages which currently
disrupt all the logistics chains at a global level.

All of these uncertainties represent a real challenge for balancing prices considering that all the
external factors lead to a potential increase in exploitation costs, in a sector in which profit margins
are not usually big.

In this context, transporters make an effort to transfer at least a part of the additional costs which
they are forced to support.

Considering everything presented, keeping margins will represent a real challenge for transport
managers in the average and near future. The pandemic context keeps making economic perspectives
very uncertain, especially considering the hypothesis of the following pandemic waves, and at this
point the anticipation or measurement of consequences is impossible.

5. Conclusions

The coronavirus pandemic, an unprecedented event, put global supply chains in a situation which
managers could not have anticipated. Nevertheless, many showed signs of adaptability, resilience
and endurance. Lately, most economic operators have outsourced and extended more and more
production segments and other activities, resulting in a great dependence on global suppliers and a
degree of complexity, which makes them extremely vulnerable to interruptions or delays. Disruptions
to the distribution chain can be caused by various phenomena which are beyond the control of the
company, like natural disasters (such as the COVID-19 pandemic).

Bigger hubs managed to recover earlier, increasing the demand in storage capacity, while smaller
ports continue at the same pace as in 2020. The prices of transportation and logistics represented the
greatest challenge for exporters and importers. It is difficult, if not impossible, to say exactly when
the pandemic will stop, when the travel and transportation restrictions will be lifted or when the
global economy will recover, Nevertheless, we see that the commercial model from China has
enormous potential in terms of maritime connectivity between countries and ports. With the updates
of data reported to the number of COVID-19 cases and the information about the market and cross-
border commerce dynamics, especially the maritime one between China, Russia, Europe and Asia,
estimations could become more precise, but they will probably continue to represent the greatest
challenge faced by service management and they will keep on making the balancing of transportation
prices impossible in the current context.
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Abstract

The vast majority of Europeans regard social protection as a significant materialization of
modern society, looking at it as a main instrument of continuity of social interdependence.

In Romania, social policy is a concise policy, coordinated by the Ministry of Labor and Social
Solidarity and supported by the work of other ministries such as the Ministry of Education.

Romania's social policy is constantly developing as is the European Union's social policy which
is constantly developing, in line with European priorities, as well as its own national priorities.

Each Member State of the European Union shall be responsible for constituting social
expenditure and financing social protection systems and for agreeing and taking into account the
right to social benefits providing protection, according to their historical characteristics, as well as
existing political choices and public finances, and also provide quantitative aspects of the
quantitative impact of mass economic and social phenomena.

Key words: social protection, public expenditure, sources of funding, financial resources
J.E.L. classification: H55, O57

1. Introduction

The size of social security expenditure varies from country to country depending on economic
potential, population structure and number, the orientation of social policy and the social security
system. In some countries, social security expenditure has a significant place in total public
expenditure.

Within the European Union, the financing of social protection has been, and has remained, very
varied from one country to another. “There are two main financing systems: Contributory, which are
based on the payment of social and non-contributory contributions, which are based on budgetary
financing plus donations or other resources” (Vacarel, 2003, p.218).

There has been an attempt recently to decrease the frequency of contributions and increase tax-
related financing. This trend is still too weak to see it as a feature that will continue to mark
developments in social protection financing schemes.

2. Theoretical backround

From 1989 to today, Romania has undergone a series of major social and political changes. This
phase of transition from a closed authoritarian system to a free democracy and market economy has
given rise to a number of difficult and complicated social options for the country's leaders and for all
Romanians. The social problems that have arisen as an immediate consequence of changes in the
economic system have led to the establishment of a social protection structure.

The most important European legal instruments are those of the Council of Europe, the European
Union and the International Labor Organization.

Social policy is achieved at national level through specific legislative anticipation, decisions and
orders of social planning, including the transfer of income to social security expenditure.

The European Union's policy on social policy focuses on balancing the labor market and the work
done by citizens under normal working conditions.
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The set of laws which have been drawn up by the Romanian Government in the field of social
protection have been in conformity with the general provisions which are made available as
information or imperative by the European Economic Community, bearing in mind that the
acceptance of our country into the organization also requires respect for the social principles that the
community is leading.

"All these guidelines derive from the question of the financial sustainability of social protection
systems, obviously with specific features from country to country and from scheme to scheme"
(Poenaru and others, 2003, p. 67).

3. Research methodology

The considerations presented in this article refer to social protection expenditure and its financing
in the Member States of the European Union, comparing 15 Member States (EU-15) according to
the estimates for 2020 in Eurostat databases. When the article was drawn up, we have resorted to
various scientific methods of research: Induction, deduction, analysis, synthesis and comparative
method.

4. Findings

Each state has a public budget reflecting expenditure and revenue. The management of the public
budget shall be exercised by the Government in all the States of the European Union taking into
account the fundamental principles of the European Union budget.

At European level, data on social protection are recorded in the database entitled "European
System of Integrated Social Protection Statistics" (ESSPROS), namely: expenditure on
sickness/health care, disability, old age, survivors, family and children, unemployment, housing and
social exclusion, income by type and sector of origin, number of pension beneficiaries per sex and
net social benefits.

The frequency of social protection expenditure in gross domestic product is an important
benchmark in comparative estimates in this area.

Thus, the shares of social benefits expenditures according to the Eurostat-ESSPROS in 2020 are
estimated to be the lowest in Hungary (18,1%), Latvia (17,7%) and Romania (13,8%), while the
countries with the highest share are in France (35,7%), Austria (33,8%) and Italy (33,4%). Taking
into account 2019, of the 15 countries presented, it is clear that France (33,6%), Belgium (31,8%),
Austria (29,3%) and Italy (29,3%) are the top, and Romania (15,3%) is the lowest share of social
benefit expenditure, followed by Malta (15,4%) and Latvia (15,7), according to Table No.1.

Table no. 1 The share of spending on social benefits in GDP

Years Increase (+) or decre.ase (f) the share of social
protection expenditure in GDP (%) (p.p.)
2010 | 2015 | 2019 | 2020 | 2010-2015 | 2015-2019 | 2015-2020 | 2010-2020

France 332 | 343 | 33,6 | 35,7 1,1 -0,7 1,4 2,5
Denmark 340 | 33,7 31,3 | 315 -0,3 -2,4 -2,2 -2,5
Germany 30,0 | 294 ] 30,3 | 323 -0,6 0,9 2,9 2,3
Austria 29,6 | 29,9 | 29,3 | 33,8 0,3 -0,6 3,9 4,2
Italy 2841 29,7 | 293 | 334 1,3 -0,4 3,7 5,0
Belgium 29,6 | 29,8 | 28,9 | 29,1 0,2 -0,9 -0,7 -0,5
Norway 24,51 27,2 | 28,0 | 30,7 2,7 0,8 3,5 6,2
Slovenia 244 23,8 | 222 | 250 -0,6 -1,6 1,2 0,6
Poland 19,71 194 ] 213 | 224 -0,3 1,9 3,0 2,7
Cyprus 18,7 | 20,0 | 18,7 | 224 1,3 -1,3 2,4 3,7
Hungary 2241 19,0 | 16,6 | 18,1 -3,4 -2,4 -0,9 -4,3
Lithuania 19,1 | 157 ] 16,5 | 183 -3,4 0,8 2,6 -0,8
Estonia 17,4 | 16,0 | 16,3 | 19,1 -14 0,3 3,1 1,7
Malta 189 | 164 | 154 | 204 -2,5 -1,0 4,0 1,5
Romania 17,5 | 14,6 | 153 | 138 -2,9 0,7 -0,8 -3,7
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UE-15

(average) 245 | 239
Source: Eurostat ESSPROS:
https://ec.europa.eu/eurostat/databrowser/view/tps00098/default/table?lang=en

*https://mfinante.gov.ro/documents/35673/41334/Programconvergenta2021-2024.pdf
(e) estimativ (:) date indisponibile

23,5 | 25,7 -0,6

0,4 1,8 1,2

Figureno. 1 Share of expenditures on social benefits in GDP in the period 2010-2020 (author's processing
according to Eurostat data)
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Source: https://ec.europa.eu/eurostat/databrowser/view/tps00098/default/table?lang=en

It is noted that over the period 2015-2020 there has been an increase in the share of social benefit
expenditure in GDP, a seemingly positive development in view of the need to ensure a higher level
of social protection for the population.

One of the indicators that better reveals the differences between countries is the size of social
protection expenditure per inhabitant expressed in the standard purchasing power (Purchasing Power
Standards (PPS).

Taking into account the estimated expenditure for 2020 for the 15 EU Member States, it is noted
that the largest were in Norway (18.155,40 euros), followed by Denmark (16.892,33 euros), Germany
(12.923,39 euros), Austria (14.236,47 euros), so countries that have still promoted and promoted
more generous social protection policies and the lowest ones are in Hungary (EUR 2.525,89),
followed by Estonia (EUR 3.904,180) and Lithuania (EUR 3.190,90), (Table 2 and Figure no. 2).

Table no. 2 The hierarchy of EU countries according to the size of social protection expenditures per capita
in 2020

Years EURO pee inhabitant in PCS

2010 2015 2019 2020 2010-2015 | 2015-2019 | 2015-2020
Norway 10.236,00 | 11.997,21 | 12.373,64 | 18.15540 | 11.174,24 | 12.004,84 13.029,93
Denmark 10.659,40 | 12.003,49 | 12.233,18 | 16.892,33 | 11.225,74 | 11.894,51 12.727,48
Germany 9.136,42 | 10.833,04 | 12.146,98 | 12.923,39 991125 | 11.400,44 11.654,27
Austria 9.595,55 | 11.096,95 | 11.501,47 | 14.236,47 | 10.254,32 | 11.174,79 11.685,07
France 9.298,88 | 10.892,09 | 11.350,64 | 12.079,18 | 10.087,64 | 11.028,48 11.203,60
Belgium 8.801,33 | 10.373,22 | 10.639,47 | 12.37291 9.488,77 | 10.256,74 10.609,44
Italy 7.698,17 8.067,80 8.669,62 9.288,74 7.781,40 8.266,77 8.437,10
Slovenia 5.126,51 5.605,55 6.095,87 5.500,08 5.330,08 5.748,85 5.707,39
Poland 3.397,66 4.297,40 5.441,40 3.095,89 3.788,09 4.747,69 4.472,39
Cyprus 4.619.43 4.776,00 5.235,00 5.416,01 4.788,22 4.940,17 5.019,48
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Malta 4.047,23 4.614,71 4.800,49 5.067,24 4.261,46 4.711,78 4.771,02
Lithuania 2.992,03 3.605,60 4.519,28 3.190,90 3.211,64 3.926,77 3.804,13
Estonia 2.945,00 3.673,36 4.353,49 3.904,18 3.142,97 3.977,37 3.965,17
Hungary 3.879,77 4.084,69 4.117,90 2.525,89 3.942,79 4.040,69 3.788,23
Romania 2.308,24 2.499,30 3.584,93 2.319,12 3.006,48

Source: Eurostat — ESSPROS
https://ec.europa.eu/eurostat/databrowser/view/spr_exp sum/default/table?lang=en
https://ec.europa.eu/eurostat/web/social-protection/data/early-estimates

(:) its not available

Figure no. 2 The hierarchy of EU countries according to the size of social protection expenditures per
capita in 2020 (author's processing according to Eurostat data)
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