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Been There, Done That, Bought It! - Economic and Cultural Impacts of Mass Media
on Consumption

Baca Eleonora
“Ovidius " University, Constanta
eleonorabaca@vyahoo.com

Abstract

The purpose of our present paper is to
investigate different aspects connected to
mass media consumption. Since the variety of
these aspects and the extent of their impact is
considerable, we decided to start from the
relationship existing between needs and
desire and to further extend our investigation
to compulsive buying’s functional purpose
and its undesired negative impact on the
subjects lives.

Key words: consumer, compulsive buying,
economic impact
J.E.L. classification: Y8

1. Introduction

The relationship between cultures and
goods is based on interdependence. Grant
McCracken  states in  Culture  and
Consumption that: ‘One of the most important
ways in which cultural categories are
substantiated is through the material objects of
a culture... [objects are] created according to
the blueprint of culture and to this extent they
make the categories of this blueprint material’
(1

Out of all forms of mass-media, television
has had the greatest impact on people’s lives,
opinions and behavior. Narrative
entertainment television is perhaps the most
common form of entertainment. It is all about
stories, and we all love stories ever since
childhood. These stories are meant to run an
entire range of emotions- therefore, they can
be gripping, arousing, or amusing. Being
accustomed to storrytelling and consequently
to their inner stucture, most often we become
entrapped by them, some of us are even
transported into them. Nevertheless, we
should be aware about the fact that they are
just stories- meaning fictional structures,

sometimes fantastical, and, as a result, they
should have little effect on us while we view
them. But, reality contradicts this common
sense idea, and there is actually considerable
evidence to the contrary.In psichological
terms, things go like this, the programs we
watch on television, even the fictional ones,
do have enduring effects on us, as every piece
of information our brain processes is stored in
our , minds drawers’ for potential use later.

At this stage, we consider useful to
investigate the cultivation theory, this theory
examines media content with particular
outcomes. It has two components- the first
part states that television programs content
introduces a systematic distortion of reality.
Meaning that the world as it is reflected in
television productions differs in important and
in some cases dramatic ways from the real
world it is based on. In order to impress and
capture the viewer’s attention, the world of
television has the tendency to be more
affluent, more violent, more maritally
unfaithful, and more populated with certain
type of professions such as doctors, lawyers,
and police officers, than the real world.

The second part of the cultivation theory
states that repeated viewing of these distorted
images  eventually leads to their
internalization. Our entire mental structure
based on values, attitudes, beliefs, and
perceptions is consequently adjusted to the
world as it is portrayed on television. The
internalization of the television message may
lead to the learning of television “facts” and
“realities”, triggering a consequent behavior.
Unfortunately what is forbidden is more
attractive to viewers, and the rating grows
while the channel gains more money from
advertising companies. We should bear in
mind that mass media displays not only
violence, but also nudity, sex, racism and
behavior that are not proper and normal®!. As
a result consumer’s basic needs and desires
are skillfully exploited. In what follows we
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shall try to have a close look at the intricate
relationship between needs, desire and
consumption.

2. Who Needs A Streetcar Named Desire?

Etymologically, the Latin desiderium
meant the grief for the absence or loss of a
person or thing. The verb form, desiderare is
to desire, to long for. This sense of longing
was associated with the stars: a yearning for
the unreachable stars. Sidus means “star” and
the verb desidiris refers to “expecting from the
stars.” The verb “consider” is closely allied to
desire: con-siderare translates “to look closely
at something, to contemplate,” and originally
it meant “to observe the stars.” To enter the
realm of desire cannot help but lead us into a
relationship to what is all at once brilliant,
attractive, and out of reach... Desire
introduces us to an impossible situation—
impossible of absolute fulfillment!*.

With that distance of the stars, appetite
(from appetere=to seek for, to strive after) or
desire does not refer to physical fullness or
emptiness and thus satisfaction is not the
physical noticing of emptiness or fullness, not
having our so-called “needs” filled. Simmel’s
views are consistent with Jager’s. Simmel
considers the distance between the subject and
object to represent desire. He says, “we desire
objects only if they are not immediately given
to us for our use and enjoyment; that is to the
extent that they resist our desire” 1!,

Needs are anticipated, controlled, denied,
postponed, prioritized, planned for, addressed,
satisfied, fulfilled, and assessed logical
instrumental processes. On the other hand,
desires are omnipotent; they represent
something we give in to; they can dominate
our thoughts taking control of our feelings and
actions. There’s a battlecamp inside us, we
tend to resist, and to struggle with, or in some
cases we succumb, surrender, and indulge our
desires. Desire, most often, consumes
passionate consumers. Needs and desires can
not simply be differentiated by their intensity
or emotionality, the difference resides in their
basic perceived nature. Need has internal
roots; desire is born externally. Needs push,
desires pull. A rational explanation of
behavior is offered for our needs (I bought it
because I need it); desires do not!®. In our
culture of plenty, in which advertising,
packaging, display, media representations and
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conversations fuel our possession fantasies,
desire should rather be a matter of whether we
really desired something or we were actually
“pushed to” it. Desire is thus very much a
social and personal construction. Desire
structures us, as much as we structure it- we
are what we desire. In 1956, Sartre stated that
feeling an absence of being, we come to desire
states of having and doing that we believe will
construct and manifest our being.

Desire, refers to a strong longing, to
something that is strongly wanted or, as a
verb, to the process of wanting something
strongly. In descriptions of consumer
behavior, similar phenomena are often
presented as needs or “mere wants,” and
subsumed under psychological motivation
models, such as the motivational hierarchy of
Maslow (1954). In the investigation of
consumer desires, consumer can take a further
step in this respect of finding a connection
between feelings and personal experiences of
the most passionate kind and the realm of
consumption.

3. From (A Streetcar Named) Desire to
Compulsive Buying

“Everything good is either forbidden or
fattening”-this saying reveals the fundamental
link between desire, on the one hand, and
sex(ual transgression) and eating, on the other.
These point to the strong passions—
“desires”—and represent an attempt to
compare feelings of consumer desire to
yearning for other delicious and arousing
objects. Besides sex and eating, the other
domains of passionate discourse commonly
invoked by consumers in discussing their
desires are addictive craving for drugs and
transcendent religious passion 7!,

Basic needs evolve or turn into desire of
different forms or degrees, these in turn
coupled with consumption give raise to
abnormal consumption behavior- such as
compulsive buying. Compulsive buying has
been termed as an addiction, an obsessive
compulsive disorder, an impulse control
disorder, an affective-spectrum disorder, or an
extreme form of normal buying. Compulsive
buying has commonly been characterized as
involving an irresistible urge to buy or shop
which leads to spending far more time than
intended and/or purchasing more than can be
afforded or needed ®.This behavior leads to a



temporary reduction in tension for compulsive
buyers, but ultimately results in social and/or
financial problems .There is a certain
predisposition for developing these in people
suffering from several different disorders-
compulsive buying is significantly more
common among women suffering from binge
eating disorder than for a similar weight non-
bingeing group and compulsive buyers have
also been reported to have higher than average
levels of alcoholism, drug addiction,
pathological gambling, and kleptomania.

The buying motivation of normal
consumers and those with a compulsive
buying disorder generally differ. A first
motivational category is represented by
personal identity- some compulsive buyers
shop only in exclusive stores in order to
reinforce their feelings of importance.
Specific items may be purchased in order to
enhance one’s self-perception. For example,
items such as clothes, jewelry, or cosmetics
are closely linked with appearance and self-
image. Others may spend on items like auto
parts or electronic goods in order to support
their feelings of competence or expertise in
these areas. For some compulsive buyers,
purchasing specific types of goods may
represent a way of “buying an identity”!'". For
some people, the act of shopping or buying,
rather than the item or location, may be a key
element of their identity. Buying or shopping
becomes a key component of one’s identity,
just like collecting stamps, playing tennis or
any other similar type of activity.

Other buyers may buy in order to enhance
interpersonal relationships. Purchasing certain
items may attract other people or earn
compliments  from others, or gain
interpersonal contacts, just as the ability to
find good deals may gain praise and respect
from others. People who engage in
compulsive buying to achieve personal
identity are able to view themselves
differently while buying than they normally
do.

Alternatively, other possible motivations,
common to normal and compulsive buyers
include diversion (a frequent excuse for going
shopping). It is seen as relaxing, something to
do when bored, or as a way to temporarily
escape from one’s problems. Those who seek
diversion can temporarily overcome boredom,
change their mood state or their arousal level,
or escape from their problems. Thus,
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compulsive buying serves a functional
purpose by achieving the goal that motivated
the behavior. Shopping to combat boredom
has also been found among compulsive
buyers. Compulsive buying seems to serve as
a way of improving negative mood states.

4. Conclusion:

Compulsive buying serves a functional
purpose and it is the success of meeting these
needs that makes the behavior problematic
and repetitive. Unintended consequences
frequently occur as general effects of
repeatedly engaging in compulsive buying.
These negative effects include mounting debt
and financial  problems,  bankruptcy,
interpersonal conflicts with family members,
divorce, passing on this behavioral problem to
children, as well as other legal, emotional, and
even physical problems !,
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Abstract

The last decades have seen an increase in
concerns regarding risk management (RM),
leading to a number of internationally
recognized and applied standards. The aim
of this paper is to provide a critical overview
of the most widely used risk management
standards and frameworks promoted at the
international level, focusing on their different
approaches and potential implications.
Although the RM principles enforced by
various standards are supporting better RM
strategies, we argue that RM in an
organization should be developed beyond a
rules-based approach and by taking into
account the organization’s specificities and
objectives, making RM a key component of
an organization’s culture.
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1. Introduction

A quick online search for “risk
management” results in more than 76 million
references [the search was performed on
www.google.com on May 16, 2015], while a
search for academic papers results in more
than 809,000 contributions written between
1980 and 2014 [the search was performed on
www.scholar.google.com on May 16, 2015;
the number of papers increased from 579 in
1980 to 80,800 in 2014, but there were
247,000 works published on this topic
between 2008 and 2012, most likely as a
“side-effect” of the financial crisis that
emerged in 2007]. This is no accident, as RM

became a popular topic in the recent years,
the debate surrounding it being fuelled by an
increasing number of corporate mistakes,
failures, bankruptcies, which culminated
once the global financial crisis erupted in
2007 in the United States and spread
afterwards in Europe in 2008. Despite the
vivid discussions that are present in the
literature and are incorporated into a high
number of standards, frameworks,
regulations, codes of conduct etc., RM is in
many instances treated more like an issue
referring to control and compliance, which
can be addressed by drawing up rules, and
less like a “way of thinking” that can change
the manner businesses are run.

The world we live in presented us in
recent years with an ever growing number of
risks, on one hand, and with an enhanced
sophistication of these risks, on the other
hand. The Global Risks 2012 Report
published by the World Economic Forum
outlines five top risks in terms of likelihood -
severe income disparities countries, chronic
fiscal imbalances, rising greenhouse gas
emissions, cyber attacks and water supply
crises, while the five top risks in terms of
business impact are a major systemic
financial failure, water supply crises, food
shortage crises, chronic fiscal imbalances and
extreme volatility in energy and agriculture
prices [1]. It does not require a RM expert to
observe that many of these risks fall beyond
managers’ control and ability to forecast
them, which raises the question of RM
systems (if any!) effectiveness in a global
framework where volatility and risk are no
more the exception, but the rule.

We provide in this paper a critical
overview of the most widely used RM
standards and frameworks promoted at the
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international level, focusing on their different
approaches and potential implications. Given
the features of the current macroeconomic
framework, we argue that risk management
in an organization should be developed
beyond a rules-based approach, typically
enforced by RM standards, and by taking into
account the organization’s specificities and
strategy. When RM becomes a key
component of an organization’s culture, its
benefits are widespread and sustainable.

2. Risk management standards — an
overview

A good understanding of RM standards,
and of any other standard, in the end, stems
from a proper understanding of what a
standard is and is not. From that perspective,
there is a lot of confusion between standards,
regulations, frameworks, principles etc.,
which might lead to an improper use of such
documents. First of all, there is a difference
between standards and regulations from their
mandatory features perspective: i.e. while
standards are typically voluntary, regulations
are mandated by legislation. Of course, when
standards are adopted by a government or by
an official body they might become
mandatory; the same is true when they
become part of a business contract. Second,
one should not confound a RM standard with
a RM framework; typically, the standard is
wider in scope, as it “sets out the overall
approach to the successful management of
risk, including a description of the risk
management process, together with the
suggested framework that supports that
process” [2]. Another important distinction
refers to standards and controls: while
controls do not evolve in scope or speed to
keep up with new emerging risks that the
organization is exposed to, standards are
developed collaboratively over time through
experience and are wusually based on
collections of best practices and guidelines,
and are able to be adapted to new
circumstances and risks.
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A  number of RM standards and
frameworks have been developed in the last
decades, with rather similar approaches. The
first standard ever proposed was issued in
Australia in 1995 and was followed by
standards developed in Canada, United
Kingdom, Japan and the United States.
Besides  standards put forward by
international bodies, national standards
bodies and various government departments
around the world have developed RM
standards, with a narrower scope, but built
around the same principles. While some of
these standards were developed by RM
professionals, others were developed by
accountants or auditors. Some of these
standards are considered primary or
recognized as they are formal documents that
establish criteria, methods, processes and
practices under the jurisdiction of a standards
body (national, regional or global). Other
standards are guidance-oriented, as they are
developed outside of an established standards
body; sometimes, when this type of
document becomes generally accepted it is
called a “de facto standard”. It is important to
understand that while primary standards are
used for regulatory compliance and public
certification  or  validation,  guidance
documents tend to be used for internal
operational or process implementation
assistance.

Three main approaches to RM are
proposed in existing standards: (1) a “risk
management” approach, which focuses on
organizational objectives; (2) an “internal
control” approach, which is oriented towards
compliance and control objective; and (3) a
“risk-aware culture”, less encountered, which
aims at integrating RM into an organization’s
culture and strategy. Historically, the
standard that enjoyed the widest recognition
was the Australian Standard AS 4360 (2004),
which was replaced in 2009 by ISO 31000:
2009 “Risk Management — Principles and
guidelines”. Table 1 systematizes the most
well known RM standards, outlining their
main attributes and their intended focus.
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Table 1. Risk Management standards

Standard Issuing body Brief description Focus
(year)
CoCo - Canadian Based on the idea that the risk culture of an organization should | Risk culture
Criteria of Institute of receive the most important consideration. The criteria that are used
Control Chartered in order to evaluate the risk-aware culture within an organization
(1995) Accountants using the CoCo approach are (i) the organization’s purpose, vision
and mission; (ii) the commitment to integrity and ethical values;
(iii) the capabilities, authority and responsibilities; (iv) the learning
process and the development of competences within the
organization.
A Risk Federation of | Describes the necessary components of an ERM framework, as Risk
Management European Risk | best practices against which organizations can measure themselves. | management
Standard Management It does not discuss root cause as a key component to effective RM.
(2002) Associations
IRM (2004) AIRMIC, High-level approach, one of the best-established and widely used Risk
ALARM and standards, aimed at non risk-management specialists. management
Institute for
Risk
Management
COSO ERM Committee of | Replaces the COSO Internal Control Framework (1992) and has Internal
(2004) Sponsoring both RM and internal control within scope. The Sarbanes-Oxley control
Organizations | Act of 2002 requires the approach proposed in the COSO Internal
of the Treadway | Control Framework (1992). Designed for use primarily by risk
Committee management practitioners. Places a greater degree of responsibility
on the board, requiring it to have direct involvement in the ERM
process.
Orange Book | HM Treasury of | Introduces the concept of RM and provides a basic description to Risk
(2004) the UK its concepts, development and implementation of RM processes in | management
Government government organisations. It should be read and used in
conjunction with the other publications on Governance & Risk
Management of the HM Treasury.
Turnbull Financial Is considered by the Securities and Exchange Commission (SEC) Internal
Report (2005) Reporting in the United Stated as an acceptable alternative for the COSO control
Council Framework in order to comply with Sarbanes-Oxley requirements.
BS 31100 British Highlights the benefits of using a risk maturity model to improve Risk
(2008) Standards an organization’s RM model. It directs users to the complementary | management
Institution BS 25999 Business Continuity Management Standard, which is
specifically tailored to business resiliency and sustainability.
ISO 31000 International Shift from an event to the overall effect that risks and RM have on Risk
(2009) Standards an organization’s objectives. Emphasizes RM as a strategic | management
Organization discipline for making risk-adjusted decisions. Still, the standard
does not clearly offer a portfolio view on risks.
OCEG “Red Open Integrates formally governance, risk and compliance processes, | Compliance
Book” 2.1 Compliance & | supported by a common technology platform (ideally). Risk is | and Internal
(2011) - GRC Ethics Group given a limited role focused on identification and measurement. control
Capability Does not consider risk ownership by business areas.
Model

Source: Authors’ collation

Of these standards, three deserve more
attention, in our view, given either their
widespread adoption or their specific focus:
the COSO Enterprise Risk Management
(ERM) framework, the ISO 31000 standard
and the CoCo standard. We briefly discuss
the contributions of these standards to the
RM profession. The COSO ERM approach

advocates ERM as a multidirectional and
iterative process, in which almost any
component can and does influence all other
components of the process. In this
framework, organization’s objectives are
directly related to ERM components, which
represent what is needed in order to achieve
the organization’s objectives. The well-




known representation of the influential RM
framework advanced by the COSO ERM
approach is the “Cube Diagram” [3],
depicted in Figure 1. The “Cube” proposes
eight inter-related components of an
organization’s RM framework, derived from
the manner management runs the
organization, as follows: internal
environment, objective  setting,  vent
identification, risk assessment, risk response,
control activities, information and
communication and monitoring. The ERM
framework is addressed to the achievement
of corporate objectives, divided into four risk
categories: strategic, operational, reporting
and compliance. Also, the “Cube” sets the
corporate level which receives the attention
of RM — entity level, division, business unit,
subsidiary — thus allowing an effective
“slicing” of RM processes and objectives
within the organization, with the associated
responsibilities.

Figure 1. COSO ERM's "Cube Diagram"
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Source:  Committee of  Sponsoring
Organizations of the Treadway Committee —
Enterprise Risk Management — Integrated
Framework (2004)

In the latter part of 2009 the International
Standards Organization (ISO) published ISO
31000 — “Risk management — Principles and
guidelines”, a document that contains
elements of the RM framework and the key
phases of the RM process (see Figure 2). The
standard is structured into principles (11
attributes of RM), a framework with five
components (mandate, plan, implementation,
checks and improvement), and process
(communication and consultation, context,
risk assessment, treatment and monitoring)
[4]. The standard focuses on the actions taken
with regard to identified risks in order to
improve the cost-effectively improve the
organization’s  performance. Based on
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defining risk as “the effect of uncertainty on
objectives”, one of the key components of the
standard is the idea o ‘“deviation”, as the
standard  leads organizations towards
measurement of deviations from expected
outcomes. The ISO 31000 is a universal
standard that can be customized to the
specific needs of an organization and may be
most helpful for changing organizations and
for organizations seeking more flexibility in
their strategic and operational RM practices.

The last standard we discuss, the CoCo
standard (1995) is not the most recent of
them, but it is the most interesting in terms of
proposed approach to RM. This approach,
adopted by the Canadian Criteria of Control
and issued by the Canadian Institute of
Chartered Accountants, is based on the idea
that building a risk culture in an organization
is of paramount importance for a successful
RM process [5]. The standard builds on the
concepts in the COSO framework and
defines control as comprising “those
elements of a company (including its
resources, systems, processes, culture,
structure and tasks) that, taken together,
support people in the achievement of the
organisation’s objectives”. The CoCo report
also states that “control is effective to the
extent that the remaining (uncontrolled) risks
of the organisation failing to meet its
objectives are deemed acceptable”. The
standard sees control as encompassing the
entire organization starting with its smallest
unit and uses four essential elements as
groupings within which it articulates 20
criteria of control: (1) purpose criteria; (2)
commitment criteria; (3) capability criteria;
and (4) monitoring and learning criteria.
These criteria are interrelated and together
they provide the framework for looking at the
whole  organization from a  control
perspective.



Figure 2. Risk management process as

outlined by ISO 31000
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3. Beyond the standards — effective risk
management strategies

The new global landscape that emerged
after the recent financial and economic crisis
is characterised by a “risk architecture” that
embodies higher variance in losses and gains
than before and increasing interconnections
between risks. In this framework, although
favourable for positive returns, contagion
risks are higher than ever and management
teams are forced, if determined to survive
and grow, to challenge themselves towards
developing more robust scenarios based on
this new and in many instances less
understood reality. Moreover, organizations
need to prepare for non-preventable risks that
arise externally to their strategy and
operations and that have the potential of
putting the organization out of business.

It is well acknowledged now, as
evidenced by many academic studies, that
people tend to be overconfident about the
accuracy of their forecasts and assessment of
risks and anchor their estimates to evidence
that is readily available, despite the perils of
extrapolating history into the future. in
addition, we all suffer from confirmation
bias, which means that we are collecting
information that supports our beliefs and
discard information that contradict them. At
the organization level, groupthink also
introduces biases regarding risk assessment —
this refers to the fact that once a course of
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action has gathered support within a group,
those that are not supportive tend to suppress
their objections and fall in line. The result of
these individual and organizational biases
may be an overlooking or misreading of
ambiguous threats to the organization, which
leads to an ineffective RM, as organizations
tolerate apparently minor breakdowns and do
not treat early warning signals as alerts to
about to happen dangers.

Stemming from these biases, Kaplan and
Mikes (2012) propose a new framework for
an effective RM system, based on three
categories of risk that companies face, each
requiring a different RM approach [6]. Table
2 briefly presents these risks alongside with
the appropriate control model and role of RM
staff ~ function. = When  organizations
understand that preventable risks can be more
easily monitored and controlled through the
use of rules-based standards and controls, but
strategy and external risks require the
application of RM processes that encourage
managers to openly discuss risks and identify
cost-effective ways to reduce the likelihood
of risk events or to mitigate their
consequences, the RM system is truly
adjusted to the organization’s particularities
and objectives.

4. Conclusions

Recognized RM standards offer a number
of benefits to organizations that adopt them,
but it is important to understand that there is
no single standard that covers an entire field
and that organizations are expected to use
whichever components of such standards in
order to meet their objectives. At the same
time, an effective RM systems should be
based a systematic thinking about the various
and interconnected categories of risk
companies face in such a way as to institute
the appropriate  processes for each.
Standards’ adoption, which institute rules and
compliance actions that mitigate some risks,
cannot effectively support organization’s RM
without  taking into  account  the
organization’s strategy, objectives and risk
culture.



Table 2. Tailored RM strategies to risk cate
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gories

Preventable risks Strategy risk External risks
Risk Risks arising from | Risks taken for superior | External, uncontrollable risks
description within the company that | strategic returns
generate no  strategic
benefits
RM objective | To avoid or eliminate | To reduce likelihood and | To reduce impact cost-
occurrence cost- | impact cost-effectively effectively should risk event
effectively occur
Control Integrated culture-and- | Interactive discussions about | “Envisioning” risks through
model compliance model risks to strategic objectives tail-risk assessment and stress
. o testing, scenario planning and
Resource allocation to mitigate & s p g
. . war-gaming
critical risk events
Role of RM | Coordinates, oversees | Runs risk workshops and risk | Runs stress-testing scenario-
staff function | and revises specific risk | review meetings. Helps | planning and war-gaming
controls with internal | develop portfolio of risk | exercises with management
audit function initiatives and their funding. | team.  Acts as  devil’s
Acts as devil’s advocates. advocates.

Source: Kaplan and Mikes (2012)
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Abstract
Regardless of the pro and against
globalization opinions, the reality

demonstrates the fact that the new world

economy is based on the globalization
process.
In the international economic arena,

apart from sovereign states there are new
important players coming into action, such
as multinational companies. We must also
not neglect international institutions which
have left their mark on the international
arena.

In the current context, multinational
companies, hold a force unthought of half a
century ago and represent both the main
entities generating value and the main
beneficiaries of the redistribution of added
value, mainly through speculative actions.

In the current paper I have attempted to
present the different spectrum of roles which
multinational companies play in the process
of globalization.

Keywords: globalization,  multinational
companies, transnational index,
JEL Classification: F23, F60

1. Introduction

The fall of the communist system at the
beginning of the 90s, the liberalization of the
global economy due to the decrease of
custom taxes through the GATT/OMS
negotiations and the deregulation of the
economic system have created the basis of
globalization.

An open field game with a large number of
barriers and reduced rules is in the advanatge
of the development of multinational
companies which had both the necessary
capital and technology.

The liberalization of the economic activity
determined on one side the fact that
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multinational companies would enter in a
strong competition arena and on the other
side it has set the conditions through which
global economic agents, mainly banks, could
speculate certain weaknesses of the system
and basically infect the global economy, thus
generating crises which have become global.

In the current context, the multinational
firm plays an important role in the
international division of work and has the
main objective of profit maximization.

2.Theoretical approaches to globalization

The globalization is a phenomena which
has become mundaine, influencing the
institutional oganization of states, the
economy of different countries and last but
not least the personal life of the globe’s
citizens.

Based on what we have observed in the
last years we can state that apart from the
numerous problems it has raised, the
globalization represents an opportunity for
the economic development of countries and
implicitely for the growth of the life
standards of the population.

Thomas Friedman and Martin Walf can
be considered as the most representative
researchers which emphasize the benefic
impact which the globalization plays in
human kind’s progress. Friedman develops a
mainly positive view on globalization,
identifying it as a force for good while Wolf,
apart from emphasizing its positive features,
also states a series of answers to its critics. In
the center of his thought, Wolf cultivates the
necessity of developing the market economy
on a global scale, considering that
globalization represents the best solution for
expanding wealth in the world and
consolitating world peace.

The globalization fundamented on market
liberalization determines, in the conception
of Naomi Klein, an exponential increase in
the influence of multinational companies on
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the ability of citizens to freely choose the
products they consume. The huge amounts
allocated by multinational companies to their
marketing departments have a significant
impact on the consumer’s choice of goods
which meet their own needs. The fact that
larger sums are allocated for marketing than
for research by pharma companies, is a clear
example, of an area where people's health
should take priority and not the consumption
volume.

The conclusion reached by Klein is that
major corporations fail to ensure a balanced
distribution across geographies of jobs and in
the pursuit of maximizing profits, these
companies lead to poverty in less developed
countries. Interesting is the parallel drawn
between the development of wild
capitalismwhich was based on freedom and
the current corporate capitalism which was
based on the deregulation of the global
economy in general, thus on market
liberalization.The global economy amid the
market fundamentalism hasn’ttaken into
considerationthe induction of shocks in times
of economic stagnation or crisis. This theory
of the introducton of inductions in the
economy was tested and supported by
Friedman and the Chicago school, butwas not
approved by Klein who is weary about the
possibility of its implementation under the
present circumstances, considering that it
leads to destruction.[1]

A number of radical thinkers, headed by
Subcomandante Marcos - the representative
of the zapatist movement believes that
globalization can be identified with the fourth
world war, but does not offer a coherent and
credible alternative to the current global
economy based on capitalist mode of
production.

As support by Grezegorz W Kolodko the
paradox of globalization is that it is difficult
to coexist simultaneously at similar levels,
three issues: globalization, democracy and
the state — nation. Given that democracy is
affected to some extent by the manipulation
induced by the strong through current
communication techniques, and secondly that
the power of the stateshave shrank
substantially in terms of regional integration
we can say that parallel with the increasing
globalization democracy is partly affected
and the duties are reduced of the nation —
state. [2]
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3.Motives
internalization

determening company

From a historical perspective it can be
affirmed that four factors can be found at the
basis of the internationalization of the
activity of companies and these are:
searching for new resources, entering new
markets, increasing economic efficiency and
acquiring new strategic assets from certain
areas of the globe. [3]

From a  chronological perspective
investments made by certain companies
abroad in order to acquire natural resources
were the first initiatives which regarded the
internalization of their activity.

100 tol50 years ago the production
activites would be performed mainly in the
big meteopolis in the context in which the
natural resources were held by colonies. It
was normal under these conditions that an
important feature of companies undertaking
production activities to be the acquisition of
raw materials from abroad.

The demographic evolution of the last
twenty years as well as the favorable
legislative measures of foreign investors
adopted by the majority of states have
determined the multinational companies to
shift the production activities in different
areas of the world depending both on the
closeness of the production sites to raw
materials and the existance of a cheap and
acceptably qualified workforce.

The considerable reduction of the barriers
which have limited the free circulation of
goods and capitals has stimulated the
decision of multinational companies to
expand to new markets. Initially this was
limited to developed countries whose citizens
had a considerable purchasing power.
Gradualy the atention of multinational
companies shifted also to the developing
countries. We must not forget that
approximatively 80% of the world’s
population is living in developing countries.
In countries such as India, China, Nigeria a
large part of the revenues of important
consumer goods multinational companies
was generated in the last few years by the
rural area. For example, Colgate-Palmolive
has created operational teams in India which
travel to rural areas in Inida and project
movies which present the pozitive health
effects generated by washing the teeth. The



result of these actions was seen in the
substantial revenue growth of Colgate-
Pamolive in India.

There are developed countries such as
Switzerland, Sweden, etc, whose internal
markets are relatively limited. If companies
such as Nestle, lkea, etc., would have
focused mainly on the internal markets they
would not have the power and global
dimension that they have today.

In the same time we need to take into
consideration that multinational companies
hold the necessary resources in order to
increase demand and therefore grow the
market. The marketing department has
gained a special significance. The publicity
expenses involved in different markets
generate new wishes, therefore they generate
new sales opportunities for the companies’
products. The fact that each year there are
created new ads for external markets means
that they are generatig profit. It is not by
accident that many multinational companies
have higher marketing budgets than R&D
budgets. Many times given the progress
made in company communication new needs
have been generated at a global level, even
though in certain areas the respective services
or products were not necessarily necessary
for the population. Although social and
economic life is globalized under many
aspects, it is necessary to differentiate
between the different commercial policies of
multinational companies depending on the
geographic area in question.

The decision to enter a new market takes
into account the existing competition level on
that particular market. It is evident that the
existance of many important competitors
makes a market less attractive for a foreign
investors. The world economy is currently an
open field for competition, therefore
multinational companies either become more
competitive, succeeding in the global
economy, or become bankrupt, therefore
exiting the market.

The political factors may determine the
attractivness of a market. The political and
legislative stability as well as perceived
corruption in many cases create a surcharge
which needs to be paid, the facilities awarded
in some cases by the host countries represent
certain factors which can be taken into
account by multinational companies when
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shifting their production activities in new
markets.

The criteria which take into account the
increase in economic efficiency represent an
important factor in the starting or
continuation of the company’s
internationalization process.

The main objective of corporate managers
is neither the improvement of the living
standard in the area where the activity is
undertaken nor the ethical aspects of the
activity, but the profit maximization.

The increase in the number of consumers
leads to the increase in the number of
products produced and sold. This fact
determines the reduction of the fixed and unit
production costs of the company. The
increase in the level of profit per unit doubled
by the increase of the number of units sold
determine the increase of the economic
efficiency of multinational companies.

The reduction of costs linked with
logistics, cooperation generated by the
relocation of the production activity to a new
country as well as the closing of units with a
low profitability level represent elements
which lead to the maximization of profit of
multinational companies.

The attempt to acquire strategic assets is
mainly determined by the wish of
multinational companies to acquire advanced
technologies in a certain sector or their wish
to position themselves on a certain market,
such as the energy market.

Some investors such as the Asian
investors around the 2000s have acquired or
started companies in sertain former socialist
European countires, with the intent that after
joining the European Union they would
become players in extended markets.

According to UNCTAD statistics, in 2009
the number of multinational companies was
of over 80000, with each of them having
approximatively 10 subsidiaries abroad. We
can therefore speak of a global network
represented by the mother company and the
foreign subsidiaries.

Before the start of the crisis, in 2008 the
subsidiaries owned by  multinational
companies assured approximately 1/3 of the
world exports. [4]

Moreover, a large amount of the global
trade is undertaken inside the companiy
group which are connected via property. For
example a group formed by a mother



company and its subsidiaries. The intra-group
exports have varied weights, most of the
times being quite high related to the exports
of goods manufactured in different countries.
For example, in Japan this weight is 10%,
whereas in Sweden it has reached 51%.[5]

Greenfield and M&A foreign investments
represent the main mechanisms which
multinational companies have used in their
expansion in external markets.

Figure no.l, The evolution of the attracted
FDI in the world GDP
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In the vast majority of cases the foreign
direct investment flows are generated by
multinational companies. The intensification
of the role which multinational companies
play in the economy of the different host
countries is given by the evolution of the
attracted FDI flow in the world GDP. At the
beggining of the globalization accentuation
process, respectively the year 1980, this
weight was of 34.1%, fact which shows the
strenghtening of the dependency of the
economies of the host countries on the
foreign capital invested by multinational
companies.

In the last few decades multinational
companies have obtained a significant
economic power overcoming even many
developing countries, thus the fear arises that
some host countries which are less developed
are promoting their interests at the expense of
the local population.[6]

This trend also results from the ranking
which is presented in this paper where the
main crireria is the economic power of
countries through the GDP and by
multinational companies through their
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revenues. In this ranking we have taken into
account based on the information for 2013
the first 100 places which are composed by
63 countries and 37 multinational companies,
Romania being found on the 54th position.
The revenues of Wal-Mart Stores (469.1
billion dollars) have determined its placing
on the 17th position in the mixed ranking
being followed by 180 countries. Moreover,
Wal-Mart Stores’ revenues are higher than
the GDPs of Austria (415.4 billion dollars) or
Denmark (330.2 billion dollars).

Based on realized revenues Wal-Mart
Stores have kept their leadership position in
the 2014 as well. The first 5 positions based
on Fortune data are held by:Wal-Mart Stores
(revenues 476,2 billion dollars; profit 16,0
billion dollars), Exxon Mobil (revenues
407,6 billion dollars; profit 32,5 billion
dollars), Chevron (revenues 220,3 billion
dollars; profit 21,4 billion dollars), Berkshire
Hathaway (revenues 182,1 billion dollars;
profit 19,4 billion dollars), Apple (revenues
170,9 billion dollars; profit 37,0 billion
dollars).[7] We can observe that all five
companies have their headquarters in the
United States, fact which demonstrates the
special economic power acquired by
American companies mainly due to their very
large internal market.

Table no 1. Top 10 multinational companies
based on the transnational index

Company Country TNI

1| Nestlé SA Switzerland 97,1%

2 | Anglo American | United 95,9%
plc Kingdom

3 | Anheuser-Busch | Belgium 93,3%
InBev NV

4 | British United 91,0%
American Kingdom
Tobacco PLC

5| Linde AGLinde | Germany 91,0%
AG

6 | Barrick Gold | Canada 89,2%
Corporation

7 | SABMiller PLC | United 89,1%

Kingdom

8 | ArcelorMittal Luxembourg | 89,0%

9| Vodafone Group | United 88.,9%
Plc Kingdom

1| WPP PLC United 87,8%

0 Kingdom

Source: The world's top 100 non-financial
TNCs, ranked by foreign assets, 2013 a



The internationalization of the company,
respectively its globalization level is
measured with the help of the transnational
index calculated based on the weight of
assets held abroad in total company assets,
the weight of revenues obtained at the
foreign subsidiaries in total revenues and the
weigh of employees from the foreign
subsidiaries in the total number of
employees.[8]

From the table no. 1 we can conclude that
Nestle is the world’s most global company.
Moreover we observe that from the first 10
companies none is American, all being
European.

The global force of multinational
companies results also from their high level
of competitiveness. The majority of R&D
expenses at a global level are done by US,
EU and Japan multinational companies.

The highest volume of R&D expenses
recorded in 2013 was Wolkswagen (9.5
billion dollars) followed by Samsung and
Microsoft.

The internationalization of the activity of
multinational companies assumes the use of a
global management system and the existance
of a global business infrastructure, the later
being able to considerably diminish cultural
differences in the world’s different areas.

4.Conclusions

Undoubtebly, we can state that a signficant
part of the world economic growth recorded
in the past 30 years is due to multinational
companies. The technology transfer, large
scale production and low prices have made
products accessible to a large number of
citizens, the created jobs and higher salaries
in comparison to local companies are just a
few examples of tte ways through which
multinational companies have determined the
economic development and improvement in
the life standard in many host countries
which are lagging behind economically.

In other words, multinational companies
are often associated with the exploitation of
natural resources, the polution of the
environment of poor countries, the financing
of political local campaigns in other to take
advantage of friendly legislation, of the
obstructing of the independancy and
souvereignity of the countries in which they
undertake their activity.
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Taking into account the fact that
multinational companies are becoming more
and more important as global agents an
improvement of their image among the
population is imposed, image which has
deteriorated in the last few years.In order to
improve this image a few actions can be
undertaken: improving the ethic behavior,
conducting CSR activities, imposing global
regulation refering to the threat of
monopolies and non-competitive behavior,
punishing by law the bribe offered abroad,

the improvement of the WTO activity
refering to the abusive application of
protectionism.

Regarded by some as a progress factor
and by other as non-coloniol exploitation
instruments in the contemporary period,
multinational companies are welcomed and
attracted by the majority of the world’s
countries. We could even go as far as saying
that multinational companies represent the

necessary evil which characterizes the
economy of the last 30 years.
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Abstract

For achieving a better understanding of
the exception of a non-performed contract, it
is imperative that we trace the similarities
and differences defining both the political
status of the analysed exception and the lien.
To that effect, one must mention that both
legal institutions stand as a form of insured
collaterals for the creditor, and are designed
to exert a pressure on the debtor in order to
coerce him to fulfil its obligations without
delay.
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1. Introduction

The exception of a non-performance
contract has been  crystallized in
jurisprudence as a separate and complex legal
institution, with multiple practical
implications and meanings, in such a way,
that it leads one to believe that the
delineation between it and other adjacent
institutions (rescission and termination of the
contract, lien, potestative rights, assignment
of claim and the offset of the connected debt)
is liable to emphasize the conclusion of its
autonomy and specificity.

2. Similarities between the exception of a
non-performance contract and the lien

Authors in this field, define lien as that
subjective civil law which grants the lien
holder — guarantee of the debt that arises over
a property — the right to hold and refuse
restitution of another's property as security,
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until the
unpaid debt, related to that property, is
satisfied.[1]

According to Romanian Law prior to the
new Civil Code, the judicial institution of
lien was not regulated, except for a number
of special applications within various fields
of the Civil Law, being, however,
acknowledged by the judiciary practice, as
well as by the institution, to the point in
which, it became the subject of extensive
debates in the literature of the field;
generating numerous controversies.
According to the current Civil Code, lien
receives a regulation expressis verbis
according to the provisions of article 2495-
2499 of the New Civil Code[2], as well as in
various cases in which lien applies in
different fields of the civil law, such as:

- Art. 566 Para.6 of the New Civil
Code legislates a lien upon the products of
the frugiferous asset, until the reimbursement
of the necessary expenses paid for their
production and acquisition;

- Art.937 Para.3 of the New Civil
Code states that the bona-fides owner of a
lost or stolen property, which was bought
“from a place or from a person who sells
merchandise of the same kind, or if the asset
in question was won at a public auction,” has
the same right to lien as the real owner of the
asset, until the later has paid the price that the
former had paid at the transaction;

- Art.1154 Para.3 of the New Civil
Code regulates that the lien of the grantee,
who is bound to account for the ensuring of
the reasonable refund, which had been made
through the added, as well as, autonomous
work, be necessary and useful until the date
of the report;

- Art.2029 of the New Civil Code
acknowledges the lien of the agent upon the
assets received from, or for, the principal, in
order to ensure claims: in reimbursing the
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reasonable expenses requested by the agent
to be executed by the principal; in repaying
the debt owed to the principal, as well as, in
payment of the fee of the representative,
when the principal acquires it by onerous
title.[3]

Compared to the main features of the lien,
existing in the literature of the field, the great
majority of the authors has found that this is
a true and imperfect right of warranty,
because none of the attributes of a true right
(the right to preference and the right of
pursuit) characterizes lien.[4]

In support of this idea, a number of
authors claimed that lien is nothing more
than a simple exception, means of defence
and of insurance. In this respect, the claim
made upon the asset through the lien by the
holder is weak and conservative, and the sole
right that the lien holder can exercise is that
of refusing to hand over the asset, until the
receivable is discharged.[5]

Other authors have shown that the lien is
a right in itself solely from an etymological
perspective — jus in re and with a de facto
condition of ownership, which the holder
must meet regarding the asset, due to the fact
that, only thus, may the lien arise and endure.
Lacking jus distrahendi, the creditor shall
have, as aid for his claim, a personal action,
seeing that the owner-debtor is bound at a
personal level, and not through propter
rem.[6]

In this regard, it was agreed upon that the
right of lien had the same final purpose in all
the cases, albeit it is built on a different basis,
respectively:

- A lien based upon a convention,
case in which one can make the distinction
between two subgroups: a) those resulting
from synallagmatic contracts, lien can be
interpreted as a version of the exception of a
non-performed  contract; legally and
explicitly defining it, being optional; and b),
when it is grafted onto a legally binding
contract, the lied is the manifestation of a
genuine privilege, lawfully established as
such;

- A lien which is not based upon a
convention (art.598, art. 1154 The New Civil
Code) when it produces the de jure effects of
a de facto privilege.[7]

This analysis shows the interferences
between lien and the exception of a non-
performed contract. Therefore, both the
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exception of a non-performed contract, as
well as the lien, function as a form of
warranty for the lender. However, as it was
previously mentioned, the lied is inalienable
and indivisible, while the exception of a non-
performed  contract is  non-binding,
originating in a synallagmatic contract, and it
can be overruled by partially enforcing the
correlative obligation of the other contracting
party.

At the same time, both mechanisms are
intended to exert pressure on the debtor to
perform its obligations. There are certainly
situations where the refusal to surrender an
asset to the counterparty may be justified
either by invoking the right of retention or
the exception of a non-performed contract.
Such an overlap between the two institutions
is explained by the inclusion, within the lien,
of the claims linked economically and legally
to the asset.

The legal (intellectual) connection
between the two originates in the community.
Here, the two obligations spring from the
same which have the same ratio spring from
the same synallagmatic contract. Being
related, because they originate in the same
legal relationship, the mutual obligations are
interdependent; in the sense that, if one of
them is not carried forward, the other party
may legitimately refuse the creation of their
own debt. In case the required delivery of an
asset is met with a refusal of enforcement,
then it takes the form of retention.

The financial bind (objective) signals the
existence of a direct link, materials between
debt and asset (debitum cum re junctum).
Acknowledging lien 1is understandable,
seeing that the right of claim arises in
conjuncture with the object itself (for its the
conservation, improvement, transformation
or as the consequences of the prejudice
caused by the asset); for as long as the right
of the lied holder emerged in close
connection to the asset, it is normal that it be
the subject of the execution of the respective
claim.[8]

A number of authors claimed that,
according to the Legal Binding Hypothesis,
the lien is nothing more than a particular
manifestation of the exception of a non-
performed contract. In view of their
similarities regarding their function, the
identity of their basis, the common field in
which they apply but, most of all, the fact



that they represent the
mechanism.[9]

In this regard, a list has been compiled of
the instances where the lien is nothing more
than a simple application of the exception
non adimpleti contractus, in the legal ties
resulting from synallagmatic contracts[10]:

- The vendor who has not received
the value of the price, is allowed to refuse to
surrender the purchased item, under Art.1322
and 1323 Civil Code 1865 (Art.1694 New
Civil Code), under the principle ,,venditor,
quasi pignus, retenere potest sem quam
vendidit”;

- The buyer with a pact of
repurchase, as well as the buyer whose title
was cancelled by effect of a rescissional
action, are allowed to retain the purchased
item until they have been fully reimbursed
for the purchase under Art.1377 Civil Code
1865 (Art.1758 New Civil Code);

- The owner of a building, which has
been expropriated for the public interest, has
the right to retain the property until he has
been reimbursed under Art. 481 Civil Code
1865 (Art.562 New Civil Code);

- The depositary, which has run
expenses for the conservation and
maintenance of the stored object, has the
right to retain the said object until payment
for expenses or damage caused due to storage
has been paid, under Art. 1618 and 1619
Civil Code 1865 (Art.2122 and Art.2123
New Civil Code);

- The heir subject to the lien is
entitled not to surrender the property to the
chart of heirs, until he/she is reimbursed the
expenses he has paid for it Art. 771 Civil
Code 1865 (Art.1154 New Civil Code);

- The owner of a lost or stolen
movable asset, who bought it at the fair, has
the right to refuse to surrender it to the
rightful owner who claims it, provided the
later refunds the price the former had paid
under Art.1910 Civil Code 1865 (Art.937
New Civil Code);

- The right of the hotel manager and
of the porter to retain the belongings of the
traveller until the accommodation and the
according transport have been paid Art.1730
Civil Code 1865 (Art.2135 New Civil Code).

In addition, as is the case of a purchase
agreement, wherein if the buyer does not
fulfil its obligations of delivering the
merchandise and, requests the payment of the

same guarantee
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price beforehand, the buyer is entitled to
refuse to do so until the buyer has fulfilled
the obligation of delivery under the contract.
The exception of a non-performed contract
also applies to this case. It represents both a
means of dilatory defence and a means
pressure to convince the seller to fulfil its
obligations.[11]

Another version of the exception of a non-
performed contract is the act of surrendering
the asset to the seller (laissé pour compte),
allowing the buyer to refuse taking the
merchandise whenever it deems it to be
inconsistent with the provisions of the
contract, thus prompting the seller to make a
new delivery. If this new delivery is within
the contractual clauses, it can no longer be
refused by the buyer. In his turn, the seller
can assess whether the surrender was
consistent with the contract, and whether it
was abusively turned down by the buyer,
case in which the former is entitled to require
the rescission or the termination of contract,
due to the fault of the buyer.[12] Until a new
delivery from the seller, the effect is dilatory,
as with the exception of a non-performance
contract.

On the other hand, Romanian Case Law
was sometimes founded on the financial
connectedness thesis, and sometimes on the
legal connectedness thesis. According to the
first thesis, lien is a genuine and imperfect
guarantee right, whereby the holder of
another person’s debt has the obligation of
handing it back, and has the right to refuse
doing so until its owner pays for the expenses
made for its preservation, maintenance or
improvements.[13] There being a financial
connection between the unpaid debt and the
litigious asset, the owner of the asset has the
right of liens upon it, as guarantee for the
payment of the debt and as a means of
coercing the debtor to enforce the
obligation.[14]

Case Law has also ruled that, under the
second thesis, the legal connection upon
which lien is based, is a form of expression
of the exception of non-performance.[15]

3. Conclusions

Following this analysis, we believe that
the assimilation of the two terms: lien and the
exception of a non-performed contract, is not
justifiable; there  being  fundamental



differences between them that we shall list in
a future article. Therefore, we consider that,
in fact, retention, exercised on the basis of
the exception of a non-performed contract,
does not correspond to a genuine lien
because they are autonomous institutions.
Therefore, the field of lien ends where
exceptio non adimpleti contractus
begins[16]; its existence being justified by
the financial connection, not by the legal
connection, unless it be accidental (whenever
the possession of the thing and correlative
claim are occasioned by the same legal
relationship).
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Abstract

Migration has accompanied the human

society in its evolution, experiencing
significant growth with its increased
development. Against this background,

illegal migration has developed into a fast
pace, currently representing a problem for
the European countries, generating multiple
consequences. It requires a common policy,
management and control. Unfortunately, in
Romania, migratory flows have intensified,
which resulted in complex structures, both in
the legislative and the organizational
measures taken in order to control and
combat the phenomenon of illegal migration.

Key words: migration, regional migration,
illegal migration, criminal law.
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1. Introduction

By law no. 565, adopted on 16.10.2002,
published in the Official Gazette no.
813/08.11.2002 [1], Romania ratified the
United  Nations  Convention  against
Transnational Organized Crime, the Protocol
to Prevent, Suppress and Punish Trafficking
in Persons, Especially of Women and
Children, supplementing the United Nations
Convention against Transnational Organized
Crime and the Protocol against the
Trafficking in Migrants by Land, Sea and
Air, supplementing the United Nations
Convention against Transnational Organized
Crime, adopted in New York on 15.11.2000.

In this context, it can be seen that the
Protocol on preventing and combating the
trafficking in migrants has become, on
08.11.2002, an indirect source of Romanian
Criminal law, the special part, which
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required, in Romanian criminal law, either
the incrimination of this act or the
modification of the existing regulations in
this matter.

When adopting the Law no. 565/2002, the
offense of trafficking in migrants was
criminalized in art.71 of GEO
n0.105/2001.Subsequently, this incrimination
has been repealed by Law no. 187/2012. At
the same time, the criminal regulatory
developments in our country have
experienced great upheaval, focusing on a
profound criminal reform that included,
among others, the adoption of a new
Criminal Code.

Starting from the existing realities, the
upward trend of the illegal migration in
Romania, in the broader context of its
amplification within the EU and the need to
control and manage migration flows, the
Romanian legislator in criminal matters,
making reference to the documents of the
European Council in this area, found it
necessary to issue a new indictment of the
trafficking in migrants, in the new Criminal
Code, which came into force on 01.02.2014.
This regulation, otherwise similar to that of
art.71 of GEO 1no.105/2001, by the
incriminating  conditions, the essential
requirements attached to the material element
of the offense and the penalties provided,
shows that the act of trafficking in migrants
presents a high social risk.

2. The legal definition [2]

The Romanian Criminal Code, by the
provisions of art. 263, defines the migrant
trafficking crime as:

(D Trafficking in migrants committed in
order to obtain, either directly or indirectly, a
material benefit, shall be punished by strict
imprisonment from 3 to 7 years.
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(II)) When the
committed:

a) in order to obtain, directly or indirectly,
a material benefit;

b) by means which endanger the life,
integrity or health of migrants;

¢) subjecting the victim to inhuman or
degrading treatment, the penalty shall be
strict imprisonment from 5 to 10 years.

(IIT) The attempt shall be punished.

Based on the current text of the
regulation, it can be seen that, in accordance
with the Protocol against the Trafficking in
Migrants, the offense of trafficking in
migrants incriminates those actions that
violate the rights of migrants, subject to such
traffic. In addition, this indictment entails the
fact that the trafficking in migrants is a
species of human trafficking, which violates
the rights of migrants, their dignity and
freedom.

On the other hand, the legislator wished to
stress that, in incrimination, under the legal
text, the trafficking in migrants also means
obtaining benefits, and also a person's
illegally crossing of a state border, in this
case, the illegal crossing of the Romanian
state border. In the current regulation of
art.263 of the Criminal Code, the offense of
the trafficking in migrants, the Romanian
criminal legislator thought and expressed it in
two forms, namely a form-type and several
aggravating forms.

Thus, art.263 paragraph 1 of the Criminal
Code provided the form-type consists in
recruiting, counseling, guiding, transporting,
transferring or sheltering a person for the
purpose of illegally crossing the Romanian
state border and, in the same article,
paragraph 2 provides for the aggravating
forms, which consist in the act (under
paragraph 1) committed in order to obtain,
either directly or indirectly, a material
benefit, by means which endanger the life,
integrity or health of migrants, subjecting
them to inhuman or degrading treatment.

Based on the findings of the specific
regulation on migrant trafficking in the
Romanian criminal law, we can notice that,
by criminalizing this offense, it is intended to
protect the interests of the Romanian state
border legal regime in this matter and,
specifically, the control exercised by the
Romanian competent authorities upon the
persons' entry and exist of the country.

offense has been
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3. Preexisting factors

A. The object of the offense

a) The legal Object

Regarding the legal object of the offense
of trafficking in migrants, it appears that we
are in the presence of a specific legal object;
this includes, on the one hand, the respect of
the social relationships that are born and
evolve in relation to the compliance with the
legal regime of Romanian state border, and,
on the other hand, the social relations
regarding the facts which violate the rules
imposed in the matter of migration in
Romania.

b) The material object

In the form-type, provided in article.263,
paragraph 1 of the Criminal Code, the
offense does not have a material object.

In the aggravating form, provided by the
legislator in art.263, paragraph 2, let. b and c
of the Criminal Code, the material object of
the offense is the person's alive body,
specifically of the migrant, if his/her security
and life are in danger or if he/she has been
subjected to inhuman or degrading
treatment.We believe that, in the manner
regulated in art.263, paragraph 2, let. a of the
Criminal Code, the offense does not have a
material object, though this form of the
offense is an aggravating one.

On the other hand, there are opinions in
the legal doctrine that, in the simple form of
the offense, the trafficked person's body
would represent the material object of the
offense. [3]

B. The subject of the offense

a) The active subject

Regarding the active subject of the
offense of trafficking in migrants, the
legislator, in art.263 of the Criminal Code,
did not provide for special conditions
regarding the person who may commit the
offense, so that any person or entity may be
the active subject of this offense. [3,
pag.319], [4, pag.395] Obviously, in this
situation, it is necessary to fulfill the general
conditions for the conviction of natural and
legal persons. Thus, individuals must have
reached the minimum age of 14, at the date
of the offense, be responsible and commit the
act by free will, unconstrained.

Regarding the legal entity, it may be the
active subject of the offense if the act was



committed in achieving its object of activity
or interest or on its behalf and it is not in one
of the situations provided by law, when it is
exempted from criminal liability, and if it
committed the act with the guilty intention.

Based on these features of the active
subject of the offense of trafficking in
migrants, it can be concluded that this
offense can be committed in all forms of
criminal  participation  or  incitement,
complicity, authored, coauthored.

b) The passive subject

The offense of trafficking in migrants
implies two passive subjects, i.e. a main
passive subject, which is the state, and a
secondary passive subject, which is
represented by the migrant person.

The main passive subject is the Romanian
State as holder of social values, protected by
the incriminating rule of art.263 of the
Criminal Code, represented by the state
authorities that contribute to the enforcement
of the legal regime of the state borders of
land, sea, river and air.

The secondary passive subject,
represented by the person who is trafficked,
has some particularities, meaning that it can
be a foreign citizen or a stateless person who
does not live in Romania; he/she cam be both
a responsible or an irresponsible person.
Moreover, depending on the concrete ways
of committing the offense, as the legislator
had intended to express in art.263 of the
Criminal Code, the secondary passive subject
can be both one person and a plurality of
individuals. These, in turn, depending on the
concrete embodiment of the offense of
trafficking in migrants, can answer for the
crime of illegally crossing the state border of
Romania; to the extent they meet the
requirements of the law on criminal liability.

4. Content analysis

In the literature, there is an opinion that
this presupposes the existence of a premise
situation, i.e. of a person capable of being a
migrant. [4, pag.395]

We appreciate that it is difficult to
identify such a situation, although it is not
excluded; in art. 263 of the Criminal Code,
the legislator refers to the trafficking of any
person who might be in the situation of the
migrant status, without imposing special
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conditions, and thus this person may be
responsible, irresponsible, adult, minor, etc.
In this context, virtually anyone can be in
a situation that could be susceptible to the
migrant person, leading to the conclusion that
this act of trafficking in migrants does not

necessarily involve the existence of a
premise-situation.
A) The objective side

a) The material element [3, pag.320]

According art.263, paragraph 1 of the
Criminal Code, the material element of the
objective side of the offense of trafficking in
migrants  includes several alternative
normative  ways, namely  recruiting,
mentoring, guiding, transporting, transferring
or harboring a person. In this regard, it is
necessary to  provide the  minimal
explanations about the meaning of these
terms, which means, firstly, the active
subject's actions, circumscribed to the
purpose of illegally crossing the Romanian
state border.

The recruitment

The meaning of this action relates to the
solicitation, promise, discovery of a person
and determining him/her to illegally cross the
state border of Romania.

It is clear that the attraction of a trafficked
person in an action of recruitment can be
done by promises and through various forms
of pressure.

If there is such pressure, and if it takes the
form of physical violence, moral violence,
threats, constraints etc., in the sense of
criminal law, we have a series of offenses
between migrant trafficking offenses and
other offenses, respectively, beating or other
violence, under art.193 of the Criminal Code,
threatening, under art.206 of the Criminal
Code etc.

Mentoring

With respect to mentoring, the legislator
intended to refer to the activity of guiding a
person in one direction, in order to advise
him/her to illegally cross the state border.

Because this method can constitute the
offense of trafficking in migrants, it
necessarily requires the existence of the
direct intention to guide and the commitment
of guiding in order to provide information on
illegal border crossing.

Guidance

it refers to the activity to accompany, to
go along with the person or persons who are



going to illegally cross the border, accurately
following a route or a direction.

In judicial practice, the perpetrator who
carries out such an activity is called "guide".
In this situation, it is also necessary to
perform guidance activities with direct intent,
because the accompanying activity aims
specifically at the illegal crossing of the state
border.

Transport

It implies offering activities, making
available the necessary means for the
migrants' travel, and their actual movement
from one location to another, including
walking. The transportation vehicles are
diverse, and only the ability of carrying out
such an activity is important and not
necessarily the conditions under which it are
conducted. Often, adjacent to the transport,
the migrants "benefit" of forged documents
to facilitate illegal border crossing.

Shelter

This action refers to the activity of
concealing the migrants, sheltering them in
protected and hidden locations, for
concealing the illegal border crossing.

In order to be considered criminal
offenses, these activities should fulfill an
essential requirement, i.e. committing them
in order to illegally cross the border of the
Romanian state. The illegal crossing of the
Romanian state border involves either
entering or exiting the country through places
other than the state border, or crossing it
clandestinely. According to art.8 of GEO no.
105/2001 regarding the Romanian state
border, the border crossing can be done
legally by persons or by vehicles transporting
goods through the border crossing points
open to international traffic, the small traffic
points or the other places of established
under the implementing rules.

In addition, art.11, paragraph 2 of GEO
n0.105/2001 stipulates that, at the state
border of Romania, there is organized and
executed a specific control by the border
police, which aims at verifying and
establishing the conditions provided by law
for the entry in and exit from Romania.

Consequently, the entry in or the exit
from Romania, by failing to fulfill the
conditions provided by law or by avoiding
the border police control, represents the
unauthorized crossing of the state border of
Romania.

24

“Ovidius” University Annals, Economic Sciences Series
Volume XV, Issue 1 /2015

Thus, the specialized legal practice
reveals that, during 2013-2014, an organized
criminal group organized an illegal transit of
more migrants through Romania; these were
Syrian and Iranian citizens and Kurd
nationals who headed towards destinations in
Western Europe; each migrant paid amounts
between 2500-3000 Euros, depending on the
route taken and on the risks. This network of
organized crime included transporters,
recruiters, hosts, accomplices, trafficking
routes and more means of transport. [5]

b) The immediate result

The crime of the trafficking in migrants
has immediate consequence, such as the state
of danger, which affects the inviolability of
the state border of Romania.

Thus, the act creates a state of uncertainty
about the legal regime of the entry in and exit
from Romania, and the ability of the
Romanian authorities to control this regime is
questioned.

¢) The causal link

In the offense of trafficking in migrants,
the causal link is triggered "ex re".

There should be established a connection
between the actions or activities representing
the normative forms of committing the
offense and the state of danger; this
connection results from the simple
commission of one or more of the normative
ways of the commission of the elements
listed in art.263 of the Criminal Code.

B. The subjective side

a) the subjective element

The offense of trafficking in migrants is
committed with the direct intention qualified
by purpose.

In the literature, there is also the opinion
that, if the act provided for in art. 263,
paragraph 1 of the Criminal Code can
endanger the life, integrity and health of
migrants or subject them to inhumane or
degrading treatment; we may speak of
indirect intention. [3, pg.322]

We appreciate that the offense of
trafficking in migrants, in all its forms, can
be committed only with direct intent.

Thus, in paragraph 1 of art.263 of the
Criminal Code, the legislator meant that all
the activities of committing the offense, even
by means that endanger the life, integrity of
migrants, circumscribe, necessarily, to the
purpose of illegally crossing the Romanian
state border.



By regulating the two aggravating forms
of art.263, para.2, letters b and c of the
Criminal Code, the legislator did not intend
to show that we can commit this offense by
another form of culpability than by the direct
intent; the act of paragraph 1 was added the
elements that led to its worsening, without
changing the subjective element wherewith it
is committed.

Moreover, the economy of the text set out
in art.263 of the Criminal Code reveals that
the purpose of the illegal crossing of the

Romanian state border is maintained
throughout its drafting, as perceived by the
legislator.

b) Mobile

The act does not have, as a prerequisite,
some reason, so that we could say that this
offense does not need a mobile, according to
the legal requirements.

Usually, however, there is a motivation
for the act; in most cases it is represented by
obtaining substantial material gain; obviously
these situations will be addressed by taking
into account the judicial individualization of
the punishment.

¢) Purpose

The purpose of the offense of migrant
trafficking is a key requirement, firstly to
qualify it as an offense; the purpose consists
in the fraudulent crossing of the Romanian
state  border; secondly, this purpose
highlights the existence of an aggravating
form of the offense, i.e. the purpose of
obtaining a patrimony, directly or indirectly.

5. Forms ways, penalties

A) Forms of the offense

a) Preparatory acts

The offense is likely to be committed also
during the preparatory phase, both by the
material and moral way.

However, given the ambiguous character
of these preparatory acts, the legislator has
chosen not to criminalize, under any form,
the preparatory acts of the offense.

b) Attempt

The attempt to the offense under art.263
of the Criminal Code is possible and it is
criminalized, specifically, in paragraph 3 of
the same text.

In this context, it is interesting to note an
opinion expressed in specialized legal
practice, showing that if the defendant's
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action is interrupted by customs police
intervention, the offense committed is seen as
the attempt to the offense of trafficking in
migrants and not as a committed deed. [6]

c¢) Consumption

Regarding the crime of trafficking in
migrants, the consumption is achieved when
committing any of the acts listed in the
incriminating text, i.e. recruiting, mentoring,
guiding, transporting, transferring or
harboring a person, for illegally crossing the
border.

It is not necessary, however, to achieve
this goal by the perpetrator or by the migrant,
although, as we noted, the legal practice also
reveals other kinds of hypotheses.

In addition, the offense is liable to a phase
of exhaustion, located at the time of
committing the last act or action of those
listed by the incriminating text.

B. Method

Text incriminating text, provided for in
art. 263 of the Criminal Code, provides
several normative ways, the offense being
committed through many alternative acts
described by the legislative text. It is clear
that, in reality, the ways for committing the
deed are varied, depending on the specific
situations determined by the perpetrator or by
the migrant person.

C Penalties

The offense under art.263, paragraph 1 of
the Criminal Code is punishable mainly by
prison from 2 to 7 years, and the aggravating
form, provided by paragraph2, is punishable
mainly by prison from 3 to 10 years, with the
additional punishment of the prohibition of
certain rights.

It is noted that the high level of maximum
prison, both in the form-type and in the
aggravating form, and the accumulation of
the complementary punishment of the
prohibition  of certain  rights  with
imprisonment, for the aggravating form,
show that we are in the presence of an act
with a high degree of social danger.

6. The aggravating forms of the offense

Examining the text of art.263, paragraph
2, let. a, b and ¢ of the Criminal Code, we
may notice that the legislator has
criminalized three aggravating forms of the
offense of trafficking in migrants.



a) The hypothesis provided for in art.263,
paragraph 2, let. a of the Criminal Code

In this form, the actions of recruiting,
mentoring, guiding, transporting, transferring
or sheltering a person for the purpose of
illegally crossing the Romanian state border,
if committed in order to obtain, directly or
indirectly, a patrimony, represents the first
aggravating form of the offense of migrant
trafficking.

Therefore, this aggravating form implies
that the actions/activities referred to in
art.263, paragraph 1, of the Criminal Code,
and are essentially committed in order to
obtain a material benefit.

This benefit must be assessable and the
perpetrator can obtain it either directly or
indirectly.

b) The assumption set out in art.263,
paragraph 2, let. B, of the Criminal Code

In this situation, the aggravating from
requires  the  recruitment,  mentoring,
guidance,  transportation, transfer  or
harboring of a person for the purpose of
illegally crossing the Romanian state border,
by means which endanger the life, integrity
or health of migrants.

We see thus that the specifics of this
aggravating form, in addition to maintaining
the purpose of illegally crossing the state
border, are represented by the means used in
order to carry out the criminal action, which
are likely to endanger the life, integrity or
health of migrants.

The legislator, apart from classifying the
facts, by the initial goal set out in paragraph 1
of art. 263 of the Criminal Code, super-
qualifies the deed, by also stipulating the
purpose of threatening the life, integrity or
health of migrants.

c) The assumption specified in art.263,
paragraph 2, let. ¢ of the Criminal Code

In this aggravating form, the offense lies
in recruiting, mentoring, guiding,
transporting, transferring or harboring a
person for illegally crossing the Romanian
state border, by subjecting the migrants to
inhuman or degrading treatment. Obviously,
in this situation, in addition to the original
purpose of illegally crossing the state border,
there is also another purpose pursued by the
perpetrator, i.e. Subjecting migrants to
inhuman or degrading treatment.
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7. Conclusions

For these activities, listed above, to
constitute the offence is required to be
fulfilled an essential requirement, namely
their commitment for the purpose of
fraudulent passage of the State border of
Romania. Crossing a border illegally or entry
involves Romanian or leaving the country
through places other than those intended for
crossing State or surreptitiously. Based on
this finding to the specifics of the crime of
trafficking of migrants in the Romanian
Criminal law it can be seen easily, that by
making it a criminal offence is intended to
protect the interests of the Romanian State in
the legal regime of the frontier and,
specifically, of the control exercised by the
competent bodies at the entrance and exit of
the Romania people.
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Abstract

The sovereign wealth funds (SWF), as
investment vehicles with diversified portfolios
both at national and international level, have
been proliferating especially since mid-2000.
This process has accelerated in the context of
the 2007-2009 global economic crisis. In
their endeavour to provide the economy with
the resources necessary to cope with the
hardships of the crisis, many countries of the
world set up their own SWFs. After an
inconclusive try made in 2006, Romania is
now in the process of evaluating the
opportunities to establish such a SWF,
capable to alleviate the developmental
pressures caused by insufficient investment.
The article aims at offering some suggestions
in this respect.

Key words: economic crisis, investment,
Romania, sovereign funds.
JEL: G28.

1. Introduction

The idea of establishing a Romanian
sovereign wealth fund (RSWF) is not a new
one: it came out in the mid-2000, as a
consequence of the “thirst” for fresh
investments of the Romanian economy. It
was seen as a potentially effective tool for
backing the efforts of economic stabilisation
and development meant to contribute to the
reduction and, eventually, to the elimination
of disparities between the Romanian
economy and the economies of the other EU
member countries.

One of the serious consequences of the
2007-2009 global crisis was the shortage of
capital badly needed for ensuring the
economic growth and financial stability. The
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SWFs — in fact investment instruments with
portfolios of diversified national and
international assets — are able to contribute, at
least partially, to solving such a difficult
situation. This is the reason for the SWF
proliferation after 2005.

From an extended perspective it is worth
mentioning that at the level of the European
Union (EU-28) there is a drive towards an
integrated approach of these investment
instruments, approach which is imperative
for preserving the free movement of capitals
among member countries. At the same time,
such an integrated approach would be
instrumental in fulfilling EU’s obligations
deriving from various international treaties to
which it is a party. This is also the reason
why, alongside of IMF and OECD, the EU-
28 is in favour of agreeing upon and adopting
by consensus a code of conduct with respect
to SWFs’ establishment and operation.

Under such circumstances, in Romania —
as in other Central and Eastern European
countries members of EU (for example
Poland) — there is a growing interest in
establishing new, as efficient as possible
SWFs.

2. Brief historical overview

Certain initiatives to establish a SWF in
Romania date back in the 1990s. Initially, the
fund was to be based on state’s revenues
obtained from the so-called “social parts”
mandatorily  subscribed by all state
employees in the 1980s (whereby they
became - on paper — co-owners of the
national wealth), as well as, afterwards, on
other revenues from the privatisation process.
Unfortunately, the populist measures taken
by the authorities of the time — consisting,
primarily, in the reimbursement of the
equivalent of the social parts subscribed by
each employee - , coupled with the lack of a
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viable strategy for the future restructuring

and development of the Romanian economy

have nullified from the very beginning those
initiatives, contributing, at the same time,
their part to the galloping inflation of the

second half of the 1990s. [1]

The idea of setting up a Romanian SWF
did not disappear, though: it was revisited
and materialised in December 2006, when
the creation of the National Fund for
Development (NFD) was approved. In
accordance with the legislation adopted in
this sense, the NFD, initially endowed with
11 billion lei coming mainly from the
privatisation of the Romanian Commercial
Bank, was to finance mostly big
infrastructure projects.

NFD was conceived as a tool for the
capitalisation of the financial resources
resulting from several important
privatisations, performed in the context of the
economic transition from the hyper
centralised state control to the functional free
market mechanisms. More precisely, NFD’s
main objectives were the following: [2]

- The prompt and transparent financing of
infrastructure projects, of the state’s
debits derived from the retrocession of
goods abusively confiscated during the
communist era, as well as of the state’s
quotas of participation in projects based
on European funds;

- The institution of an appropriate
mechanism for the use of revenues
obtained from the extended privatisation

process.
In reality, until the end of 2008 NFD’s
resources have been depleted, being

primarily used for financing Treasury’s

temporary deficits. In other words, resources

have been diverted from their initial aim:
financing infrastructure projects.

Consequently, since January 2009 NFD is in

a state of “clinical death”.

In view of the above, it can be said that
NFD was nothing more than a surrogate of a
SWEF, because, inter alia:

- The legal framework is incomplete and
confusing;

- It lacks a medium and long-term vision,
and, hence, an appropriate investment
strategy;

- Its activity is restricted to the national
territory;
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- It is implicitly
interferences.
However, even though a (semi-)failure,
the NFD has been Romania’s first attempt to
follow the international rules and practice in
the field of sovereign wealth funds.

subject to political

3. The case for a genuine Romanian SWF

In recent years the issue of creating a
brand-new SWF in Romania came back into
actuality. The number and professional
standings of its supporters are growing. This
is due to both the improving domestic and
international economic climate, and, mostly,

the solid opportunities offered by the
Romanian economy.
Stimulating  factors. It is common

knowledge the fact that, in general, SWFs are
based on revenues from the extraction and
transformation of non-renewable natural
resources. Romania has (still) important
deposits of such resources (oil, natural gas,
gold, silver, platinum, wolfram and other rare
metals, mineral waters, etc.) that constitute
attractive assets for a potential SWF. [3]

According to Romania’s Constitution,
“The mineral resources of public interest,(...)
the natural resources of the economic zone
and the continental shelf, as well as other
possessions established by the organic law,
shall be public property exclusively”.[4]
Moreover, it expressly stipulates the state’s
obligation to ensure the ” exploitation of
natural resources, in conformity with national
interests”. [5] The said resources “can be
managed by autonomous régies or public
institutions, or can be leased or let”. [6]

Another favouring factor for the creation
of the RSWF is the fact that the Romanian
state still has participations (mostly minority
ones) in the capital of a number of important
companies. Some of these participations
could be transferred to the new SWF, as
components of its assets.

Finally, mention should be made here of
other factors with a stimulating effect, as for
example the coherence and stability of the
economic policy in general (and of the trade
and the monetary policies, in particular), the
upward trend of investment needs, etc.

Potential benefits. A functional RSWF
would be highly beneficial for the Romanian
economy. It would play a role of magnet and
would have a multiplying effect on capitals —



both domestic, and foreign — in quest of fresh
investment opportunities.

At the same time, new investments made
by means of the Fund would allow for the
introduction and use of new, environment-
friendly technologies mainly in the
exploitation of metal and non-metal deposits,
thus contributing to the sustainable
development of the economy.

Finally, given the fact that any respectable
SWF has to be profitable, the Fund could
make money from managing its own
portfolio of assets. The gains obtained could
be capitalised at the Fund’s level, thus
contributing to increasing its resources..

4. Conditions for establishing the RSWF

Even if the state of the Romanian
economy is yet far from the desired one, the
slight, but firm acceleration of the economic
growth is visible. In this context, growing
investment needs are also evident.

On the other hand, Romania is — and will
remain — one of the richest European
countries in oil and gas, as well as in other
valuable raw materials, already mentioned.

These are only a few of the generic
elements which substantiate the opinions
according to which the setting up of a SWF
in Romania becomes possible, even
imperative. In order to avoid the negative
experience of the NFD, it is necessary,
though, to to submit the new Fund to some
very clear terms and conditions.

General  conditions.  The  general
conditions define the global framework
within which it is advisable to establish and
run a SWF. As a matter of fact, this global
framework also implicitly determines the
type of th SWF to be set up.

The first condition — of cardinal
importance — is to have a clear medium- and
long-run strategy stating the major objectives
for the development of the national economy,
as well as the tactical levers for reaching
those objectives. The strategy has to single
out the priority sectors of activity, where
Romania enjoys competitive advantages [ ]
In this latter sense, a brief empirical analysis
seems to indicate the following priority fields
of activity:

- Energy (extraction and  primary
transformation of resources, production
and supply);
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- Agriculture and food industry (mainly
ecological production);

- Information technology — IT (mostly
software);

- Transports (especially development of
infrastructure).

It ensues from the above that, at least in
the first phase of its activity, RSWF would
prevalently have the characteristics of a
development fund.

The second general condition — which is
imperative, especially in Romania’s case — is
the exclusion of any interference of a
political nature in the Fund’s activity. In
other words, once established as a public
institutional investor and agreed the main
directions of action, RSWF would benefit of
full independence in deciding upon and using
the most appropriate instruments for
achieving their statutory objectives.

Specific conditions. In order to perform
and to successfully compete with its pairs,
any SWF has to abide by certain specific
conditions. First and foremost, the legal
instrument whereby the Fund is established
must contain a minimal set of elements
which are of essence for all legal persons: the
statute, the budget formation and the
headquarters.

The most comprehensive and complex of
all is the Fund’s statute. It has to contain
clear, transparent provisions  mainly
regarding the following particular aspects:

- The type of SWF (inter-generational,
offensive, defensive, etc.);[7]

- The government (or independent)
agency acting in the name and on behalf
of the state by managing and exerting
control over the Fund’s activities (e.g.
ministries of finance or of economy,
central bank, one of the already existing
or a new, specially created government
agency);

- Area of action (unrestricted, on both
domestic and foreign markets, or limited
to the domestic one);

- SWEF’s resources (initial endowment
from the state budget, bonds issues,
retention quotas from the fees paid for
the exploitation of oil and gas deposits,
as well as of other non-renewable
natural resources, etc.);

- Elements of the investment strategy to
be followed by the Fund (main fields,
ways and means of investment).



At the same time, the statute should
provide — either explicitly, or implicitly — for
the Fund’s independent  operational
management. This would mean that, even
though the state owns the SWF and controls
its activities, the SWF management exerts
independently its attributions with respect to,
inter alia:

- Recruiting and employing the human
resources, in accordance with approved
general policy lines in the field;

- Making use, within certain limits, of
financial resources in order to cover
current needs (or liabilities;

- Managing current, day-to-day operations
of the Fund.

Depending upon the Fund’s orientation
and clients’ options, it would be advisable to
have in the statute explicit provisions on
public-private partnerships. This would avoid
potential legal hassles if and when such
arrangements or agreements are envisaged.

As far as the SWF’s budget is concerned,
its volume and structure depend upon its
initial capital endowment and/or the volume
and quality of the assets it manages. If, for
example, the initial capital is insufficient and
the assets are scarce or are not liquid enough,
in order to balance its budget the Fund can
borrow in the capital markets either against
bonds it can issue, or by guaranteeing the
loan with its own assets. [8]

As a general comment — and for being
from the very beginning in line with the
international practice in the field —, when
planning for and in the process of conceiving
the RSWF it would be advisable to take
account of the so-called “Santiago
Principles” (Generally Agreed Principles and
Practices — GAPP), which plead for
transparency, stability and predictability in
the SWFs’ activities. [9]

5. Conclusion

The research undertaken evinces the fact
that there is no legal impediment for the
establishment of a Romanian SWF. On the
contrary, such an initiative would be
welcome and place Romania in line with
international developments in the field of
investment. At the same time, it would profit
the Romanian economy, thanks to the
multiplying effect the existence of such a
Fund is generating on investment flows.
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Consequently, RSWF is to be a public
institution placed under the state’s authority,
in charge with an as profitable as possible
management of important assets (primarily
non-renewable natural resources).

It is essential for Romania to have its own
SWF and, thus, to follow the example of
other countries in the region (for instance
Poland) and benefit from their experience.
This is due to the fact that, as one Romanian
scholar notes, “the creation of a sovereign
wealth fund is a measure of economic
stimulation, acting as an instrument for
financing national strategic investment
projects in the absence of (the investor’s —
n.t.) own capital or of (its — n.t.) access to the
internal and international market. (...) If it is
established in due time, it will be a potential
stabiliser at macroeconomic level/emergency
solution when exposed at asymmetrical
shocks” [10]

As a final note, it is to be mentioned that,
at least in the initial stage, the costs incurred
by RSWEF’s setting up and getting off the
ground will be quite high. This is why
providing a solid foundation of the project, as
well as consensually mustering all interested
parties’ political will are of utmost
importance for the Fund’s success. [11]
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Abstract

The present paper reviews some of the
late national approaches of consumer
problems developed in countries such as
Japan, China or other socialist economies
where the evolution of consumerist society
was inhibited for a long period of time, for
various reasons, the concerns for consumer
protection being left in the shadow.
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1. Introduction

The answers formulated nationally to
consumer problems within the market
evolved differently from one country to
another, under the influence of internal
political, social and economic pressures.

A detailed analysis on the modalities for
approaching these problems discloses the
possibility of identifying certain patterns,
general models in which the national systems
developed in the field of consumer protection
can be framed, in terms of specific key-
elements, as: the identity assigned to the
consumer, the main problem with which he
confronts within the market, the solutions
found in order to hurdle it off and the
coordinating principles of the actions
intended in the end for the increase of the
safety level guaranteed to the consumer by
that national system.

However, a complex characterization can
be done in countries with tradition in market
economy such as: the United States of
America, France, European Mediterranean
countries [1], Great Britain, Germany,
Austria or Scandinavian countries [2]. Their
consumer protection models were developed
against the background of the very early
manifestation of a consumerist society in a
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continuous development, which facilitated
the increase of the importance of
consumption function, the diversification of
its structure, but also the emphasis of the
concerns for its quality.

Still, there are examples of countries in
which the evolution of consumerist society
was inhibited for a long period of time, for
various reasons, the concerns for consumer
protection being left in the shadow.

2. The Japanese model of consumer
protection

During the end of the 19" century and the
beginning of the 20™ century, the Japanese
consumer was encouraged rather to
economize than to consume, in the idea of
contributing to the resource fund necessary
for supporting the extension of national
economic and military infrastructure. In this
context, the expenses for the consumption of
products and services was considered a
selfish act, which did not use at all to the
general interest of the nation, respectively the
fast economic modernization and the support
of imperialistic expansion. That is precisely
why popular mobilization on purpose to
promote the consumerist objectives was
regarded as a leftist measure, which did not
find too many supporters, any attempt on
these lines being kept down by the
intervention of an authoritarian state, willing
to repress the aspirations of the civil society
which contradicted its interests.

The dawn of the Japanese consumerist
movement are seen only after World War 11,
against the background of an extreme
economic scarcity, which offered common
citizens the chance to mobilize on purpose to
support some democratic political goals, in
an ordinary country, until recently, “to be
rules from the center”.[3]

For a start, together with the
representatives of workers, farmers and
small-scale businessmen, the consumerist
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activists embraced the goal of raising the
national living standard beyond the
subsistence level. As a matter of fact, unlike
the actions undertaken by the activists on the
American continent or the European one,
Japanese consumers were not, until very late,
the upholders of any form of governmental
privatization or scheme for the non-
regulation of economic activity. On the
contrary, cheap products were sacrificed for
the sake of consumption safety, which, as
they appreciated, could be guaranteed only
by the property of the state on the national
basic services and the very strict supervision
of all the activities undertaken by private
economic agents.

In exchange, the attention of consumerist
activists turned a lot on the safety of the
products commercialized within the market,
this also due to Japanese traditional values
and beliefs which, since time immemorial,
set a high value on the ritual of purity, strictly
abided in all the daily activities, from the
cleanliness of the house, to personal hygiene
and the safety of the consumed food
products. Thus, it is not surprising at all the
attitude of Japanese consumers of avoiding
imported products, especially food products,
with a high apport of chemical substances
and synthetic additives, attitude which
initiated numerous frictions at the level of
international trade, especially in the context
of the globalization process of the markets.

At the commencement of the 1960s, in
proportion as the process of economic
reconstruction finalized, entering an era of
sustainable growth, and especially after 1968,
along with the adoption of the “Law for
consumer  protection”, the  Japanese
consumerist movement starts to go from
strength to strength, pleading more and more
fervent for the defense of citizens’ rights of
the consumers. However, the lack of the
implication of the state in the cultivation of
the spirit of citizens-consumers is remarked,
their interests together with those of the
producers being treated as components of a
relation with null sum, relation which, for the
sake of the general health of national
economy, had to be balanced in favor of the
producers.

The last decades of the 20" century were,
however, marked by the increase of the
importance of consumption in the Japanese
society, more and more aware of the
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consumers needs, especially in the context of
an ample process of non-regulation produced
in all the fields of economic life, aspects
which determined the proliferation of the
associations for the protection of the interests
of the consumers. In spite of that, the identity
of Japanese consumers remains profoundly
marked by the concern for the welfare of the
nation in general, so that we often see them
associated with the producers on purpose to
develop the common political and economic
goals. Likewise, they continue to support the
protectionism in the field of agriculture, but
also to prefer, in general, the autochthon
industrial products to the detriment of the
foreign ones, for reasons related more to the
economic nationalism than to the quality of
the products.[4]

3. Consumers movement in the socialist
economies

A particular case we stop our attention
hereinafter points the consumer protection in
the former communist countries,
characterized by a command economy, in
which the producers held a much more
powerful position than the consumers, the
latter being at the disposal of the former.

Ruled by a bureaucratic administration,
the monopolistic command economy offered
the consumers a stringent choice, limited
only to the products and services realized by
the autochthon producers and traders, despite
the fact that these were expensive, of inferior
quality and difficult to purchase. In this
context, the producers were deficient in the
incentives for increasing and diversifying
their own offer, but also for improving its
quality or reducing its price. As a matter of
fact, by appealing to simple notions, as
marginal utility or marginal productiveness, a
constellation of economists proved that in
such an economic system the allotment of
optimal resources or, in other words, the
economic efficiency is impossible.

Examples of countries which were in such
a situation abound, from those in Central and
Eastern Europe, the countries from the
Former Soviet Bloc, to China and Cuba.
Among these, Yugoslavia distinguishes itself
by the most powerful tradition in the field of
consumer protection, the first occurrence to
this effect dating from the year 1957, along
with the establishment of the Federal Bureau



of Family and Households, later reorganized,
in order to become, in 1969, Consumers
Association, an entity financed with public
money, having the mission of encouraging
the commercialization of superior quality
products, at reasonable prices.[5]

Likewise, the consumerist movement was
more obvious within the more liberal or more
reformist regimes — against the background
of some decentralization experiments of the
economic activity and the increase of the
importations of consumer goods or
equipment and technologies necessary for
their production, destined to satisfy the
internal demand and financed with money
accrued from Western European
governments and banks. This is the case of
Poland - where Consumers Federation,
established in 1981, pursued a series of goals
adapted to the emergent speech at the global
level with regard to the rights of the
consumers and their protection, but also of
Hungary — where the National Consumers
Council operated since, having similar goals.
These represented the first voluntary
organizations of the consumers in Central
and Eastern Europe.

However, after the fall of the communist
regime, along with the transition from the
centrally planned economy to the market
economy and the manifestation of the will of
joining the European Union, these countries
went through an ample reforming process for
the construction of a functional market
economy, which offers the consumers
extended possibilities of choice, but also
insures the observance of own interests by
the producers.[6]

The first tangible initiative in relation to
the establishment of a specific law destined

to protect the consumers and an
administrative body entitled with
assignments in the field belonged to

Romania, of all the countries which came
from the former communist bloc, by the
adoption, in 1992, of the Consumer
Protection Ordinance. This result was
remarkable, as a matter of fact, because it
intervened in a country where, unlike the
example of Poland or Hungary, besides the
protective statute, a mentality of active and
aware consumer did not exist.
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4. China and the consumer protection

A particular example of socialist economy
which proved a larger affinity toward the
problems of the consumers is represented by
China. The process of market liberalization,
started in the years 1978-1979, allowed the
transition of China from the absence of a
consumption economy, strangled by the
existence of a planned distribution system, to
the biggest consumption market in the world.

The Chinese regime of consumer
protection developed especially during the
last two decades, on the basis of a cultural
heritage — the confucionist belief, which
allowed the relatively easy introduction of
pro-consumerist measures in the Chinese
commercial culture. More exactly, from the
point of view of the Chinese culture, traders
are considered as dishonest persons - given
the fact that one of the five basic norms of
the Chinese popular belief - Confucianism, is
honesty. As a matter of fact, regardless of
how rich they might have been, traders
“enjoyed” the least respect in Chinese
society, since ancient times, a status caused
greatly by the general belief according to
which traders do not create a real value, but
“they waste time” by passing the production
realized by others from side to side. [7]

What is interesting is the fact that this
process took place in a socialist economy
where most of the enterprises were held or
controlled by the state, consumer protection
being framed by the communist government
and party as a promotion instrument of a
better living standard in favor of Chinese
people, in order to assure an increased
efficiency of national enterprises, but also to
provide superior quality products destined
both for the internal market, and especially
for the external ones.

One of the main measures to which
Chinese authorities appealed on purpose to
protect the consumers consisted in the
establishment, in 1984, of the Chinese
Consumers Association, with the statute of
governmental agency which promotes
actively the rights of consumers at national
level.

Apart from these, consumers associations
were established in all the provinces and big
cities in China, financed from public money,
on purpose to counsel the consumers in
relation to different problems and to protect



their rights when they are infringed. Their
role also extends on the assistance of
governmental bodies in the promotion of
regulations regarding the quality of products
and other measures designed to consumer
protection.[8]

5. Conclusions

National policies designed to consumer
protection, which nevertheless evolved in a
different way over time, from state to state,
under the influence of the internal pressures
of political, social and economic nature - are
more than ever subdued to the influence of
external pressures, as a consequence of the
process of economic globalization, becoming
more concessive or even more restrictive.

In the new context, geographical criteria
no longer represent an encumbrance in
exercising the consumption function, and the
national systems developed autonomously in
the field become incapable of solving the
possible transactional failures. Therefore, it is
imposed to identify some efficient modalities
and as simple as possible by which the
countries of the world could cooperate in
order to win the confidence of the consumer
and to assure his protection when he decides
to take action within the global market.
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Abstract

The automotive industry is an important
sector of the European economy, based on a
complex system of innovation clusters that
are found in every EU country. The study
focuses on a detailed research regarding the
automotive field in Romania in terms of
growth, its place and role in the auto
industry and the European economy. The
research also aims to study the
competitiveness of the automotive clusters in
terms of indicators such as employment,
exports turnover. The results revealed that
only 0.47% of the employed population work
in automotive clusters and sector exports are
growing steadily, reaching in 2014 to 24% of
country's total exports. The automotive
industry is currently one of the most
competitive in Romania and the Romanian
economy engine.

Keywords: clusters, automotive,
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1. Introduction

The automotive industry is an area of
great interest worldwide that supports
economic growth and development and to
Europe, is one of the engines of the European
economy, being the sixth industry of Europe,
intensely connected with many other
industries.

The automotive industry is considered a
strategic sector of the EU economy as it
contributes to the creation of the export
balance surplus through the trades of about
four times higher than imports of cars and
occupies about 12.7 million jobs,
representing 5.8% of EU employment. Of
these, 3 million are included in R&D and
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permanent innovation, equivalent to 10.3%
of the corresponding workforce sector. [1]

Manufacturers of automotive sector are
represented both by major companies
delivering finished vehicles in the market of
around 250 production lines and a series of
supply chains of components and sub-
assemblies or companies offering a
comprehensive range of services post sale. In
2013 European vehicle production was of
14.5 million cars, representing 19% of the
total global of 84.1 million cars. [2]

Top 10 producing countries of automotive
industry in the EU, by the size of production
in the year 2013, including Romania, have
produced 91.31% of the total European
production. [3]

The automotive industry is an important
sector of the European economy, based on a
complex system of innovation clusters that
are found in every country of the Union,
which is part of the policy development and
maintaining competitiveness in the global
domain, offering success to clusters in this
area.

Worldwide, the automotive industry
participates with 3% to GDP creation, as a
generator of jobs and stimulating progress
due to the technologies used in research and
development (R&D) and  continuous
innovation in the field, contributing to
economic growth and development. [4]

Europe has to face increasing competition
in the global domain. As a reaction, there
were created clusters in the automotive sector
in all EU countries to boost research,
development and innovation in the field
and at the same time, there is
specialization and hierarchy of regional
supply chains in order to create a supply
industries within the EU. [5]

For an automotive cluster to be
competitive firms need to have an innovative
character because "innovativeness being the
main driver of the competitiveness", mainly
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to have a greater degree of skilled labor and
patents, while even customers boost
innovation potential. [6]

2. The analysis of competitiveness of
Romanian clusters in the automotive
sector
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The four clusters of the automotive area in
Romania have been established since 2011,
although they were operational before its
official establishment and receiving the
cluster status. The data currently available on
the activity and economic indicators of these
clusters are still restricted and can be traced
in Table no. 1:

Table no. 1. Clusters of automotive sector in Romania, march 2015

Cluster name Year No. of No. of Turnover Exports Location
companies | employees (mil. (mil.
Euros) Euros)
Auto Muntenia 2011 22 22388 3357 2420 South
Competitiveness | 2012 22 22000 5250 5000 Muntenia
Pole region
SPRINT - 2012 16 1963 202,7 25,0 South
ACAROM Muntenia
region
Automotive Sud 2011 36 12000 291 145,5 South-West
Vest Oltenia Pole Oltenia
region
Automotivest 2011 5 4361 377 360 West region
Regional Cluster
TOTAL - 79 40324 9471,7 7950,5 -

Source: After Cluster Association in Romania, www.clustero.eu

The four clusters in Romania consist of 79
companies, representing, as can be seen from
Tables 1 and 2, a rate of only 8.65% of
companies that are operating in the
automotive field.

Romanian car exports in 2013 represented
7.2% of total exports, with an increase of
55.8% over the previous year, and of auto
components of also 7.2%, with an increase of
18, 3% compared to 2012. [7]

The automotive industry  presents
comparative and competitive advantages both
in terms of exports of passenger cars, with a
growing share of 6.8% between 2008-2013,

below the EU average and the export of auto
parts (increase of 5.7%), with unit values
above the EU average. These figures confirm
the integration of Romanian automotive
companies in the both FEuropean and
international value chain.

To analyze the competitiveness of
automotive Romanian clusters Romanian we
intend to determine which is the labor
employed in these clusters in total civil
employment of Romania and which is its
contribution to export in the automotive
clusters in total Romanian exports:

Table no. 2. Workforce and exports of automotivle Romanian clusters, 2012

No. of Total Employees auto | Auto clusters | Total exports of | Auto clusters
employees | employees clusters/total exports Romania exports/ total
auto in Romania employees (mil. Euros) (mil. Euros) exports
clusters (%) (%)
40324 8569600 0,47 5530,5 45069 12,27

Source: Romanian Statistical Yearbook, 2013 and www.clustero.eu , accessed in 30 March 2015
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Figure no. 1. Employees of automotive clusters in total employment in Romania, 2012
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0.47%

B Number of employees
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Romania

Source: Table no. 2

Regarding  exports  generated by
automotive clusters generated in Romania in

2012 the situation is shown in the following
graphic representation:

Figure no. 2. The share of exports in total automotive clusters, 2012

12,27%

B Automotive clusters exports (mil. Euros)
Total exports of Romania (mil. Euros)

88,73%

Source: Table no. 2

Figure no. 2 shows the contribution to the
total exports of automotive clusters Romania.
Realizing an association between the results
shown in the two graphs we can conclude
that 0.47% of the workforce in Romania
made in 2012 over 12% of the country's total
exports worth 45 billion Euros, which shows
that Romanian automotive clusters have a
high degree of competitiveness.

Due to limited sources of data on exports
realized only by automotive clusters in the
years 2013 and 2014 respectively, we present
further the developments of the automotive
sector exports (including exports of
automotive clusters) of Romania reported to
the country's total exports, knowing that the
main motor vehicles and auto parts exporters
from Romania, Dacia and Ford plants are
members of clusters in the field, which
means that most of the exports are made by
them in the field. Also, most of the leading
foreign suppliers of automotive clusters are
members of the existing automotive clusters
in Romania.
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The value of Romanian exports in 2013
amounted to 49.562 billion Euros, in which
the most important weight is held by the
group of machinery and transport equipment,
with a percentage of 42.7%, exports on auto
segment, meaning both cars, and auto parts.

In 2014, Romanian exports hit a record
high of 52 billion Euros, of which about 24%
and 16.7 billion Euros, represents the
contribution to total Romanian exports of the
automotive industry, the industry with the
largest share in the country's exports. The
contribution of the automotive industry in
Romania's GDP in 2014 was 11%. Romania's
export structure is likened by specialists at
the moment with that of Germany, where
vehicles and auto parts manufacturing is 30%
of exports, being also the industry with the
highest percentage of foreign sales of
products of the country with the largest
economy in Europe.

Realizing a further comparative analysis
between the two countries in terms of the
auto industry, in Romania, about 120,000
employees work directly in the automotive



industry. If we include related industries,
statistics show that almost 200,000 Romanian
still receive salaries from the automotive
industry. For Germany the automotive
industry has an annual contribution to export
earnings of about 370 billion Euros,
representing a fifth of total exports.
Regarding employment, about 900,000
Germans work directly in the automotive
sector, plus another 4 million employees in
upstream and downstream industries. [8]
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In conclusion, we can say that these data
provide competitiveness of the two countries
in the world, even if we cannot achieve yet a
comparison between them in terms of the
level of technological development and
diversification of the economic sectors that
support exports.

Competitive structure of the main
Romanian export products in 2014 is as
follows:

Table no. 2. Top 10 products of export of Romania, 2014

No. Products Contribution to exports
(billion Euros)

1. Auto components 3,98
2. Vehicles 3,00
3. Car harnesses 2,92
4, Fuels 2.4
5. Car seats 1,29
6. Tires 1,21
7. Mobile phones 0,97
8. Wheat 0,96
9. Air or vacuum pumps 0,85
10. Medications 0,82
TOTAL 18,4

Source: www.economica.net

It is noted that more than half of the main
groups of products exported belong to the
automotive industry. The first place is held
by products and automotive parts of
suppliers, with nearly 4 billion Euros,
followed by cars produced by Ford and Dacia
companies with sales of 3 billion Euros.
Third place is held by electric wiring for
motor vehicles, with sales of 2.92 billion
Euros.

Romanian automotive product markets
are diverse. Due to competitive prices, they
were able to impose in a time of difficult
global economic conjuncture, when other
countries were hit hard by the financial crisis.
Thus, exports of cars and auto parts showed
continuous growth with the onset of the
global crisis in 2008. Dacia vehicles are
exported to more than 90% of production,
being found today, as throughout Europe, in
countries like France, Germany, Spain, Italy,
the UK, and beyond its borders, in Egypt,
Morocco, Algeria and Turkey. The markets
targeted are Cyprus, Malta, Norway, Iceland,
and Israel. On the auto parts, Dacia factories
supply parts for Renault multinational
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subsidiaries in South Africa, Brazil,
Colombia, Morocco, Iran and Russia.

In conclusion, the analysis of automotive
clusters in Romania and their exports, as well
as Romania's total exports, clearly shows that
the automotive industry is a very dynamic
sector, which has become important since the
years of the financial crisis through a strategy
for penetrating markets through competitive
pricing, characterized by a continuous
increase in exports and diversification of
markets on all continents.

3. Conclusions

The automotive industry is considered a
strategic sector of the EU economy, being the
sixth industry of Europe, intensely connected
with many other industries and is one of the
engines of the FEuropean economy,
contributing to economic development.

This sector contributes to increased
European exports and provides about 12.7
million jobs representing about 5.8% of EU
jobs.
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In Europe, the automotive field is based
on a complex system of innovation clusters
that are found in every country of the Union,
policy part of the development and
maintaining competitiveness in the global
domain within the 250 lines of production
sites in all EU countries. At the same time,
there is specialization and hierarchy of
regional supply chains in order to create a
supply industry within the EU.

Worldwide, the automotive industry
participates with 3% to GDP generation, as a
creator of jobs and stimulating progress due
to the technologies used in R&D and
continuous innovation in the field.

Romania is in the top 10 largest
automobile producing countries in Europe.
EU exports of vehicles are found on all the
major markets of the world, demonstrating
that the European automotive industry is one
of the most competitive in the world.

In Romania the sector of automotive
industry is one of the most dynamic sectors
of the economy and has the highest level of
competitiveness due to innovative
technologies involved, the exports generated
both in the EU and non-European areas.

The analysis shows that about 0.47% of
the labor force of Romania is in the
automotive clusters. Auto sector exports have
increased continuously since the early
financial crisis started in 2008, reaching the
end of 2014 at a rate of 24% of the total
Romanian exports, being the industry with
the largest share in the country's exports. The
contribution of the automotive industry in
Romania's GDP in 2014 was 11%.

Dacia vehicles are exported to more than
90% of production, being found today, as
throughout Europe and beyond its borders.

In conclusion, the analysis of automotive
clusters in Romania and their exports, as well
as Romania's total exports, clearly shows that
the automotive industry is a very dynamic
sector, which has become important since the
years of the financial crisis through a strategy
for penetrating markets through competitive
pricing, characterized by a continuous
increase in exports and diversification of
markets on all continents.
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Abstract

One of the objectives of the European
Commission is to build a Europe based on
knowledge, rapid and sustainable growth and
on social progress. Cooperation between
businesses, universities, research institutes
and public authorities through forms of
partnership of cluster type can support this
objective. Defined by many experts by terms
such as research cluster, Information and
Communication Technologies (ICT cluster),
industrial clusters and innovative cluster, this
form of partnership rests increasingly often
in discussion and public debates. Clusters
have become the subject of a whole series of
documents  issued by national and
international organizations; it is increasingly
promoted the idea that due to clusters

competitiveness increase, workforce
specializes,  businesses and  regional
economies develop.

Keywords: innovative clusters,
competitiveness, small and  medium

enterprises, regional and national economies.
JEL classification: C38, F20.

1. Introduction

More and more studies show that, in the
current global competition, innovative
clusters can become a favorable framework
for creating and maintaining competitive
advantages in key areas, ensuring the
economic success of various regions and
countries. Valences of clusters derive from
the fact that they favor the development of
intense connections between companies,
institutions and public authorities, thus
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promoting the creation and transfer of
knowledge and innovative processes.

In the European Union innovation clusters
and smart specialization are considered
vectors of  sustainable  development,
especially given the rise of globalization and
extended competition to the global scale.
Given the advantages offered by these
networks, membership of companies,
especially SMEs, to an innovative cluster
provides a favorable environment for
business development, due both to quick and

easy access to research results to be
implemented in order to achieve the
innovative  products, using advanced
technologies and developing common

strategies, based on the cooperation ones in
the sphere of production to marketing. [1]

2. Clusters and competitive advantage

In an increasingly interdependent world,
where companies, especially SMEs, must
compete in the global market, clusters play
an increasingly active role in creating and
maintaining competitive advantages through
potentiating of innovation and improvement
of productivity. Due to the potential benefits
that such "clusters" generate, clusters have
attracted the interest of economists and of
policy-makers at macroeconomic level.

The cluster concept has been enshrined in
literature with the work of Michael Porter
and is closely connected to the diamond
summarizing the determinants of competitive
advantage of nations. Porter describes
clusters as "geographic concentration of
interconnected companies and institutions in
a particular field"; [2] He considers that
clusters represent a new way of
thinking/analyzing the location of industries,
with significant effects not only on
competitiveness on national markets, but also
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globally. [2] Porter lies at the basis of
competitive advantage labor productivity;
from this perspective, clusters support the
creation and maintenance of competitive
advantage by: [2] productivity improvements
of companies located in that area, by
boosting innovation (which subsequently
induces productivity growth) and by
stimulating the creation of new business
(which will contribute to the development of
the cluster).

Essentially, clusters are generated by
vertical concentration of companies and
institutions in the same field; thus, due to
geographical proximity and intensification of
economic links between them, these
companies can better exploit economies of
scale and can reduce production -costs.
Meanwhile, the clusters become the engine
of innovation because companies that
cooperate and compete learn from each other
and support the acquisition and transfer of
knowledge. [3]

The importance of concentration of
activities  (especially  vertically) in a
particular geographical region was tackled
for the first time in economic theory by
Alfred Marshall; in his work Principles of
Economics, he points out that industries
concentrated in certain localities are usually
described, even if not very fair, as industries
located. [4] This localization of the industry
(also described by the phrase "industrial
district"), according to Marshall prepares the
way for more modern developments of
division of labor; among the advantages of
the localization, he indicates inventions and

improving of  production equipment,
processes and  business  organization,
workforce  qualification, creation and

transfer/multiplication of knowledge ("if one
man starts a new idea, it is taken up by others
and combined with suggestions of their own;
and thus it becomes the source of further new
ideas ") etc. [5]

Agglomeration of industries generates a
series of externalities, initially identified by
Marshall and rediscovered by K. Arrow and
P. Romer (MAR Externalities): [6]

o Input externalities, derived from
suppliers’ trend to locate near some
producers concentrated in a particular

industry; consequently, manufacturers can
enjoy specialized services, reduced transport
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costs and the possibility to obtain cheaper
raw materials;

» Labor market externalities: industrial
clusters favor the concentration of skilled
labor and the development of specific
valuable skills for companies; also clusters
can improve the functioning of labor markets
by balancing supply and demand;

*  Knowledge externalities:  clusters
facilitate the exchange of information /
knowledge and seem to be a form of
cooperation very favorable for acquisition
and diffusion of knowledge.

In the European
Communication COM (2008) 652/2008
"Towards world-class clusters in the
European  Union-implementation of the
strategy based on innovation" is underlined
the importance of clusters, as the engine of
economic development, the European Union
Member States being encouraged to: [7]

- Integrate policy to support clusters in
National Reform Plans, taking into account
their European dimension, and to report on
their progress;

- Support the integration of SMEs into
clusters, by implementing the relevant
recommendations from Small Business Act
for Europe (SBA);

- Ensure  complementarities  and
synergistic effects of various policy,
programs and initiatives to support the
development of clusters.

Accession of Romania to the EU has
created a favorable development of clusters;
Romanian law defines cluster as "... a group
of producers, users and / or beneficiaries, in
order to implement best practices in the
European Union in order to increase
competitiveness of economic operators"”. [8]
In practice in our country initially, popular
was the model "triple helix" that brings
together in a cluster: [9]

- Enterprises - particularly SMEs
(including start-ups and spin-offs) -
representing the business side of the cluster
or the demand for innovation;

- Universities and research institutes,
training centers - representing providers of
innovative solutions applicable to the real
needs of businesses in the cluster;

- Local, central, regional public
authorities  with  skills in facilitating
innovative processes and harmonizing their
development etc.

Commission's



But experience has shown the need to
adapt the model, being gradually transformed
into a model "Four leaf clover” in which
intervene catalyst organizations (consulting
firms specializing in technology transfer and
innovation, technology transfer centers, etc.)
[10]

3. A short perspective on European
clustering landscape

Clusters have become important elements
of the European economy; European Cluster
Observatory has identified over 2,000
regional clusters which have significant
differences in terms of level of development,
the partners involved, the degree of
specialization, etc. [11] The increased
interest to support these forms of European
cooperation derives from relatively low
performance in terms of innovation
compared with other developed countries
(USA, Japan etc.). Moreover, globalization
and open markets facilitate the referral
resource flows to the most attractive regions.
Many FEuropean regions have developed
competitive advantages in specific activities
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such as financial services (London),
petrochemicals (Antwerp), flowers
(Netherlands), bio-pharmaceutics (Denmark-
Sweden border region) etc. [11]

Regarding the attractiveness of these
forms of cooperation, data presented in Table
1 indicate that Italy, Poland and Spain
concentrate the largest share of the
companies involved in clusters in the EU. In
Italy there are about 234 clusters; Italy is
known for traditional clusters in areas such as
leather goods, jewellery and precious metals,
textile, footwear and others, [12] etc. In
Poland operate about 161 clusters in areas as
diverse as education and knowledge creation,
textiles, processed food, furniture etc. [13] In
Spain there are about 151 clusters, most
developing in areas such as maritime,
farming and animal husbandry, agricultural
products etc. [14]

Romania records modest performances
(about 92 clusters in 2011); [15] of all firms
involved in clusters in the EU, our country
focuses only about 2.23%, but ahead of other
European countries with higher levels of
development.

Table no. 1. Distribution by countries of the companies involved in clusters
(% of all firms in clusters in the EU)

Country 2007 | 2008 | 2009 | 2010 | 2011
Italy 19,68 | 19,00 | 18,82 | 18,88 | 18,81
Poland 14,18 | 14,32 | 13,81 | 14,02 | 13,96
Spin 16,01 | 15,04 | 14,65 | 14,24 | 13,88
France 8,47 | 8,41 | 8,70 | 8,66 | 8,62
Germany 7,61 | 752 | 7,67 | 7,89 | 7,93
Netherlands 544 | 592 | 6,68 | 7,39 | 7,75
Czech Republic 8,08 | 7,95 | 7,76 | 6,92 | 7,14
Sweden 455 | 456 | 4,78 | 5,07 | 5,05
Portugal 391 | 3,75 | 3,65 | 3,66 | 3,64
Romania 2,56 | 2,73 | 2,55 | 2,24 | 2,23
Finland 1,83 | 1,88 | 1,94 | 1,94 | 1,93
Denmark 1,58 | 1,61 1,59 | 1,60 | 1,59
Austria 1,38 | 1,39 | 141 | 145 | 1,44
Bulgaria 1,14 | 1,24 | 1,35 | 1,34 | 1,33
Belgium 1,07 | 1,12 | 1,15 | 1,15 | 1,15
Slovenia 0,53 | 0,76 | 0,83 | 0,86 | 0,86
Ireland 0,40 | 0,68 | 0,70 | 0,70 | 0,70
Lithuania 0,27 | 0,61 | 0,46 | 0,46 | 0,46
Cyprus 0,19 | 0,34 | 0,35 | 0,35 | 0,35
Slovakia 0,34 | 0,38 | 0,32 | 0,32 | 0,32
Latvia 0,26 | 0,28 | 0,29 | 0,31 | 0,31
Estonia 0,25 | 0,26 | 0,28 | 0,29 | 0,29
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Malta 0,16 | 0,16 | 0,16 | 0,16 | 0,16
Luxembourg 0,09 | 0,10 | 0,10 | 0,10 | 0,10
Greece * - - - -
Hungary * - - - -
UK * - - - -

Source: after European Observatory Cluster, http://www.clusterobservatory.eu/index.html
* There are no data on European Observatory Cluster

Overall in the EU, we see in Figure 1 an
increasing trend in the number of companies
involved in clusters until 2008, followed by a
steep decline by 2010; from 2011 the number
of companies involved in clusters signed
back on an upward trend. Recent studies

conclude that companies' participation in
cluster networks reduces exposure to adverse
consequences of economic crises; these
valences of clusters are more obvious for
SMEs. [16]

Figure no.1. Evolution of the number of enterprises operating in clusters on the whole EU
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Source: after European Observatory Cluster, http://www.clusterobservatory.eu/index.html

If we look at the profile of clusters in the
EU in terms of concentration of employment
(Table no. 2), we see that the largest share is
held by clusters in Germany, UK, Italy,

France and Spain; Romania is among the 10
EU countries, but with relatively modest
performance.

Table no. 2. The distribution of the workforce employed in clusters in the EU

Employed persons in clusters
(% from total EU employed 2007 | 2008 | 2009 | 2010 | 2011
persons in clusters)

Germany 18,64 | 16,81 | 16,72 | 17,92 | 18,29
Great Britain 15,87 | 13,97 | 14,28 | 14,18 | 14,11
Italy 1394 | 12,22 | 11,94 | 11,85 | 11,79
France 11,28 | 10,31 | 10,72 | 10,83 | 10,78
Spain - 110,21 | 10,44 | 10,36 | 10,31
Poland 6,13 | 567 | 557 | 559 | 5,57
Netherlands 421 3,70 | 3,79 | 3,76 | 3,74
Czech Republic 3,54 | 3,12 | 3,19 | 3,16 | 3,15
Romania 386 | 340 | 347 | 2,83 | 2,82
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Greece 2,68 236| 241 | 2,39 | 2,38
Portugal 286 | 250 | 240 | 2,38 | 2,37
Belgium 236 | 209 2,14 | 2,12 | 2,11
Austria 2,16 | 197 195] 192 | 191
Hungary 208 | 1,86 1,82 | 1,79 | 1,81
Sweden 206 18| 1,80 | 1,79 | 1,78
Bulgaria 1,89 1,73 | 1,65| 1,49 | 1,48
Denmark 1,33 1,20 | 1,09 | 1,08 | 1,08
Finland 1,26 | 1,12 | 1,07 | 1,06 | 1,06
Slovakia 098] 093 | 084 | 083| 0,83
Ireland 0,35 064 | 0,65| 0,65| 0,64
Slovenia 0,55 055| 053 0,50| 0,48
Lithuania 069| 054| 045| 043 | 043
Latvia 059] 053] 045| 042 | 042
Estonia 0,38 032 025| 0,25| 0,25
Cyprus 0,09 021] 021] 021 ] 0,21
Luxembourg 0,18 0,15 0,15| 0,15| 0,15
Malta 0,06 | 005| 005| 0,05| 0,05

Source: after European Observatory Cluster, http://www.clusterobservatory.eu/index.html;
http://ec.europa.eu/eurostat/web/Ifs/data/database

At EU level, currently over 30% of the
total workforce is concentrated at cluster
level (Figure no. 2); In some areas, this ratio
exceeds 50%, while in the other regions is
less than 25%. [11] The concentration of the
labor force varies by the specialty clusters;
thus in clusters of knowledge-intensive areas

(ICT, automotive, bio-pharmaceutics, etc.)
focuses typically a smaller share of the labor
force (in these circumstances it is primarily
about skilled labor force). In other areas such
as education, construction, etc. workforce
focus is broader.

Figure no. 2. The evolution of labor employed in the whole EU clusters
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Source: after European Observatory Cluster, http://www.clusterobservatory.eu/index.html;
http://ec.europa.eu/eurostat/web/Ifs/data/database

4. Conclusions

In recent decades, clusters have captured
not only the attention of theoreticians, but
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also of the decision makers at the
macroeconomic level. This interest is derived
primarily from valences that industrial
"agglomerations" (or other) have in terms of
priming competitiveness and economic



growth. Clusters have become true
innovative cores, providing a framework for
creation and diffusion of knowledge.

The deepening of globalization has
boosted the role of clusters; as the markets
are more open and integrated, the flows of

material resources, the human and
information flows are more fluid.
At EU level, clusters are considered

engines of development for both companies
involved (SMEs and large companies) as
well as for regions in which they form and
function. In the European economy, about
one third of the labor force work in clusters
and the number of companies interested in
attending such forms of cooperation is
growing. Strategies designed by the EU
institutions pay attention to the development
of clusters, especially in light of the Europe
2020 objectives.
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Abstract

Energy has always represented a highly
debated topic both in the academic and
business world. Oil and gas are at the
forefront of the key ingredients of the modern
economies.

The progress of human society was highly
influenced by the development of oil and gas
industry. During the time, big oil and gas
companies have emerged all over the world
and begun to dominate the industry.

The paper aims at presenting the
evolution of the largest oil and gas
companies in the world in the period 2013-
2014. Our methodological approach is based
on a literature review.

Keywords: oil, gas, company, industry
J.E.L. Classification: FO

1. Introduction

Energy has always represented a highly
debated topic both in the academic and
business world. Oil and gas are not only
major constituents of the energy system, but
also  ‘essential feedstock for many
manufacturing processes’ [1].

Since the 19" century, the natural gas and
oil extraction has started in several countries
such as Russia, Romania, United States of
America (USA), and Canada. In the 21"
century, oil and gas supplies more than 50 %
of global commercial energy consumption
[2].

Oil and gas are at the forefront of the key
ingredients of the modern economies. They
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represent together the fuel of the world
economy engine [3].

The progress of human society was highly
influenced by the development of oil and gas
industry. It is said that this industry has
‘revolutionized human lives and improved
our standard of living’ [4]. During the time,
big oil and gas companies have emerged all
over the world and begun to dominate the
industry.

Facing various challenges such as
political constraints to access the reserves,
reducing labor costs, price volatility or
environmental risks, oil and gas companies
play a fundamental role in the global
economy. Modern technologies have
appeared and provided new opportunities for
producing ‘unconventional’ oil and gas.

The paper aims at presenting the
evolution of the largest oil and gas
companies in the world in the period 2013-
2014. Our methodological approach is based
on a literature review.

2. The evolution of the world’s largest oil
and gas companies in the period 2013-2014

The oil and gas industry has rapidly
evolved worldwide in the recent years. The
year 2014 has been ‘a period of not only
great profitability for the global upstream
industry but also a time of considerable
volatility’ [5].

The important changes in supply and
demand have continuously reshaped the oil
and gas market. In 2013, the top five
countries with the largest oil reserves in the
world were Venezuela, Saudi Arabia,
Canada, Iran, and Iraq, and those with the
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largest gas reserves were Iran, Russia, Qatar,
Turkmenistan, and USA [6, 7].

The world oil demand has increased from
90.20 mb/d in 2013 to 91.15 mb/d in 2014,
and is projected to be 92.30 mb/d in 2015 [8].
The emerging economies, especially those of
Brazil, Russia, India, and China (BRIC),
have driven the demand for energy [9]. In
fact, China is the world’s largest net importer
of oil [10]. On the other hand, the world oil
supply has also grown in 2014 and will
continue to grow in 2015.

The global oil and gas market dynamics
are subject to a multitude of factors, such as:

e supply and demand,
macroeconomic situation,
geopolitics,
financial markets,
technology,

e US dollar exchange rate, etc.

In the last years, the global oil and gas
market is dominated by companies located in
different continents. The National Iranian
Company (Iran) held the largest oil and gas
reserves in the world in 2014 (Table 1),
followed by Petroleos de Venezuela SA
(Venezuela) and Saudi Arabian Oil Company
(Saudi Arabia). Founded in 1951, the
National Iranian Oil Company (NIOC) is
dealing with a plethora of activities such as
exploration, drilling, research and
development, production, refining,
distribution and export of oil, natural gas, and
petroleum products. It consists of seventeen
production companies and eight technical
service companies.

Table 1. The world’s ten largest oil and gas
companies after their total reserves in oil
equivalent barrels in 2014.

Rank by | Company Total reserves
2014 oil in oil equivalent
equivalent barrels (million
reserves barrels)
1. National Iranian | 357,486
Oil Company
(Iran)
2. Petroleos de | 330,920
Venezuela S.A.
(Venezuela)
3. Saudi Arabian Oil | 315,054
Company (Saudi
Arabia)
4. Qatar General | 177,377
Petroleum
Corporation
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(Qatar)

5. Iraq National | 160,413
Company (Iraq)

6. Abu Dhabi | 126,388
National Oil
Company (UAE)

7. Kuwait 112,269
Petroleum
Corporation
(Kuwait)

8. Nigerian National | 68,312
Petroleum
Corporation
(Nigeria)

9. National Oil | 57,348
Company (Lybia)

10. Sonatrach 39,389
(Algeria)

Source: World’s Largest Oil and Gas Companies,

PetroStrategies, Inc.,

http://www.petrostrategies.org/Links/worlds_larg
est_oil_and_gas_companies.htm.

Last year, the largest oil company in the
world was Petroleos de Venezuela SA (Table
2), followed by Saudi Arabian Oil Company
and NIOC. Created in 1976, Petroleos de
Venezuela SA (PDVSA) is owned by the
state of Venezuela and is engaged in various
activities such as exploration, production,
refining, transportation, and sale of oil and
natural gas. Saudi Arabian Oil Company was
founded in 1933 as California-Arabian
Standard Oil Co. It is owned by the Kingdom
of Saudi Arabia and operates as a fully
integrated, global petroleum and chemicals
company.

Table 2. The world’s ten largest oil

companies in 2014.

No. | Company Worldwide

liquids reserves
(million barrels)

1. Petroleos de Venezuela | 297,570
S.A. (Venezuela)

2. Saudi Arabian Oil | 265,850
Company (Saudi
Arabia)

3. National Iranian Oil | 154,580
Company (Iran)

4, Iraq National Company | 141,350
(Irag)

5. Kuwait Petroleum | 101,500
Corporation (Kuwait)

6. Abu Dhabi National Oil | 92,200
Company (UAE)

7. National Oil Company | 48,010
(Lybia)

8. Nigerian National | 37,200




Petroleum Corporation
(Nigeria)

9. Qatar General
Petroleum Corporation

(Qatar)

25,240

10. | OAO Rosneft (Russia) 18,328

Source: World’s Largest Oil and Gas Companies,
PetroStrategies, Inc.,
http://www.petrostrategies.org/Links/worlds_larg
est_oil_and_gas_companies.htm.
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millions (Table 4). The most profitable
company in the oil and gas industry was
Gazprom (Russia) with $35,769 millions,
followed by Exxon Mobil (USA) with
$32,580 millions and BP (UK) with $23,451
millions (Table 5).

Table 4. The world’s ten largest oil and gas
companies dfter their revenues in 201 3.

No. Company Revenue
In 2014, the largest gas company in the I Roval  Dutch — Shell i&};sglglég)ns)
world was NIOC (Table 3), followed by : (I\‘I’g;eﬂan d‘;t)c © :

Qatar General Petroleum Corporation (Qatar) > Sinopec Group (China) | 457,201

and Saudi Arabian Oil Company. Founded in 3' China National 432’007

1974, Qatar Petroleum (Qatar General ' Petroleum (China) ’

Petroleum Corporation) is a state-owned 4. Exxon Mobil (USA) 407,666

company and operates all oil and gas 5. BP (UK) 396,217

activities in Qatar. 6. Total (France) 227,882

7. Chevron (USA) 220,356

Table 3. The world’s ten largest gas 8. Gazprom (Russia) 165,016

companies in 2014. 9. Phillips 66 (USA) 161,175

No. | Company Total reserves 10. ENI (Italy) 154,108

in oil equivalent Source: Fortune Global 500, Fortune, 170 (1),
barrels (million 21.07.2014, p. 62.
barrels)

1. | National TIranian Oil | 1,187,000 Table 5. The world’s ten largest oil and gas
Company (Iran) companies after their profits in 2013.

2. Qatar General | 890,000 No Company Profit
Petroleum Corporation ' ($ millions)
(Qat%r) - - 1. Gazprom (Russia) 35,769

3. Saudi  Arabian  Oil | 287,844 3 Exxon Mobil (USA) 32.580
Company (Saudi 3. | BP(UK) 23.451
Arabia) - ”

4. | Abu Dhabi National Oil | 200,000 4. | Chevron (USA) 21,423
C (UAE) 5. China National | 18,504

ompany Petroleum (China)

5. Petroleos de Venezuela | 195,100 6 Petronas (Malaysia) 17.180

c ;'i‘;r(;a' E“eZ“elal)\Iaﬁonal 59880 7. | Rosneft Oil (Russia) 17,111
Petroleum Corporation 8. g\cl)gt?llerlalliil:;h Shell | 16,371
(Nigeria)

7. | Sonatrach (Algeria) 159,054 2 ?g;’lsagsgfzuela) o

. Al Russi 1 - >
g I?a Ol\(I}a iiZ(I));ZIm C(Iorl;ss;i) 1??’2;(3) Source: Fortune Global 500, Fortune, 170 (1),
' d pany : 21.07.2014, p. 74.

(Iraq)
10. | Egyptian General | 77,200 .

Petroleum Corp. (Egypt) 3. Conclusions
Source: World’s Largest Oil and Gas )
Companies, PetroStrategies, Inc., Energy has always played a key role in

http://www.petrostrategies.org/Links/worlds_larg
est_oil_and_gas_companies.htm.

In 2013, Royal Dutch Shell (Netherlands)
dominated the top of the ten largest oil and
gas companies of the world with revenues of
$459,599 millions, followed by Sinopec
Group (China) with $457,201 millions and
China National Petroleum with $432,007
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the business world. That is why the
importance of oil and gas industry has been
recognized both by economists, politicians,
managers or businessmen. The global oil and
gas market is a dynamic and highly
competitive market that is influenced by a
multitude of factors.

Our paper has shown that the global oil
and gas market is dominated by big




companies that are located all over the world.
Also, it contributes to a better understanding
of the evolution of these companies and
provides a platform on which to build further
researches on this interesting topic.
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Abstract

This article aims to investigate the
relationship between FDI and the host
country's  development through the
concept of psychic distance.

Foreign direct investments influence
positively and negatively local firms and
finally contributes for development of the
host country. As greater is physical
distance, a smaller volume of foreign
direct investments are between host
country and investing country.

By analyzing the literature in recent
years we can affirm that foreign direct
investments impact on the host country is
to accelerate the development and
decrease psychic distance.

Key words: foreign direct investment, local
firms, host country, psychic distance
J.E.L. classification: F23, F43, O11

1. Introduction

Determining the precise link between
foreign direct investment, economic growth
and development is far from being
established. It is widely accepted that foreign
direct investments (FDI) influences growth
and development. Although not familiar with
the details of empirical research, most
politicians understand this and see it as a
priority to promote FDI [1].

Overall, FDI can be viewed as a potential
development greater than local investments
because foreign companies are more willing
to bring with them "best practices" in terms
of technological development. This idea can
be considered primary and basic necessities

investment in emerging and developing
economies Or economies in transition,
ongoing consolidation of the market
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mechanism. Adding positive influences on
local businesses, it becomes clear that
attracting FDI is a priority of any
government's economic policies.

2. Methodology

This article analyzes the influence of FDI
on the host country and the impact on
psychic distance.

A content analysis of relevant FDI articles
about FDI, psychic distance and host country
have been made. The analysis was focus on
the influence of FDI on the host country.
Psychic distance plays an important role in

attracting FDI.
The selected articles were published
during 1978 — 2007 in Journals of

Economics. The results of this analysis will
be showed in article conclusions. Psychic
distance between the host country and
investing country generate the type of foreign
direct investments. If the distance is less, the
FDI will be directed towards the search for
strategic assets.

3. Relevance of the topic in the extant
literature

FDI attraction policies have been
analyzed in numerous studies and renowned
international organizations (UNCTAD -
"World Investment Report", OECD -
"Foreign Direct Investment Incentive
Chechlist for Policies"). Most of the
researches relates to emerging and
developing countries, where policy is more
active about investment attraction and trade
policy of the state is an important factor. In
general, open economies have attracted much
easier foreign direct investments [2].

Competing to attract foreign direct
investment, most often with regional
economy, the host country can subsidize
handsets, a proportion lower or higher FDI
entry through government aid and tax policy



measures. Choosing the FDI recipient
country is based on several criteria, and the
competition between government policies
can lead to more or less effective [3]. One of
these criteria relates to the policy of
promoting foreign trade and export support.
The requirement of prior existence of such
government policies affect the decision to
invest in FDI [4]. The quality of local
infrastructure, mainly telecommunications
and transport [5] and the presence of a skilled
workforce [6] influences the decision to
invest of FDL. In general, the macroeconomic
policy of the state influencing the decision to
invest of FDI through public investment
policies, which are of two kinds: general
policy and specific policies. General policies
refer to the environment in which it operates
FDLI: industrial policy, infrastructure, foreign
trade policy, exchange rate policy etc.
General policies are the most effective tools
for attracting FDI. Depending on the impact
of FDI on local firms can implement policies,
be supportive, be discouraged foreign direct
investment. If there is a reduced influence of
FDI on local firms, host state policy should
be towards education and managerial
training. There is a wide range of specific
economic policies to encourage FDI, but in
general, businesses are investing in the host
country where there is a priori a local
development factor.

To analyze the link between FDI — host
country, economic literature brings a model
of internationalization of the company [7].
According to this model, as the development
gap between the two economies -called
"psychic distance" is greater, the less
opportunity to invest in the economy of the
host country less developed. The need for
development of local economies requires
new technologies to be imitated or
implemented in a sustained rhythm. The
speed of implementation of technologies is a
true barometer of the influence of foreign
direct investment. If foreign direct
investment quickly establish upstream and
downstream networks, technology transfer
takes place at the same pace. The fact that
psychic distance is directly related to the
potential development of local firms. Seems
more plausible than statements, that the rapid
deployment capability is the most important
factor of technology transfer [8].
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4. The impact of foreign direct investment
in host country

The main benefits of FDI are: the
contribution of financial resources, the
transfer of management skills and know-how,
implementing  organizational techniques,
modern technologies, funding local capacity
for research and development and increase
foreign trade.

Foreign direct investment influencing
foreign trade. As regards Romania, the link
FDI - foreign trade is highlighted by:
promoting exports by FDI, improvement of
the system of prices and payment conditions
in export and import, facilitating access to
new sources of raw materials, increasing the
volume of currency benefits putting
companies in contact with Romanian foreign
market, to better adapt to the requirements of
Romanian exports on the world market
(technical,  quality, presentation and
packaging), avoiding intermediaries through
direct sales, obtaining significant tax and
customs facilities for products exported [9].
Transnational activities generated by foreign
direct investment and exports are increasing
the host country can support, in order to
ensure a production of purely internal market
to an international market. Export growth
offers many advantages: technology transfer
to local businesses, economies of scale that
integrates national companies in the
production chain, increasing competitiveness
and a better understanding of the market
potential.

When a  multinational  company
establishes a branch or acquire shares of
foreign companies in the financial market, it
aims to ensure the highest possible rate of
profit. The advantage of investing firm is
given the technological parameters and
techniques used in the production and
distribution methods in the local market.
National companies can benefit from contact
with FDI through vertical integration in the
production  chain  or  services as
subcontractors. The technology transfers
occur. This transfer takes place by local
companies with the transition to a higher
stages transnational technology company
from research and development. The
investing company always keeps its
competitive advantage over local firms. One
example of technology transfer is the German



foreign direct investment in the auto industry
that have relocated oldest production lines in
China and keeping in the country the last
production models. This practice of large
transnational companies is quite common in
emerging and developing economies due to
demand and the need for diversified outlets.

It identifies four ways for transfer of
technology to the host country: FDI imitation
production process, learning management
practices, the effect of competition and
increase exports of local firms. Mimicking
the production process is the classical
mechanism of transferring new knowledge
and technologies. The literature is well
known example of technology transfer
"North-South", which is widely discussed by
many economists. The magnitude of transfer
of technology depends on the complexity of
the production process. Imitation is not the
same with the replication (copying). Any
improvement  of  technology  through
imitation, will have influence on the
productivity of local firms. A new production
technology can also occur due to human
capital consists of foreign direct investment.
Workers transferred to local firms become
direct agents of the transfer of technology or
management technique. This process can be
considered as one of the most important
aspects of foreign direct investment
relationship - development of local firms
[10]. Another effect of FDI on local firms is
shaped by the key role played by competition
[11].

In developed markets is generally carried
out a fierce competition with local firms.
Even if local companies are still in the
production process and technology imitating
foreign competitors, they are forced to use
existing technology more efficiently to
reduce the productivity gap. In addition,
competition may increase the speed of
implementation of new technologies and
marketing strategy and management.

The growth and diversification of the
country's exports is another factor receptor
indirect interaction between FDI and local
firms. They learn how to export from
transnational companies. Exports generally
involves fixed costs, establishing distribution

networks and transport infrastructure
creation. Transnational companies are
familiar with these strategies. Through

imitation and copying, local firms can learn
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to internationalize their businesses, increase
their productivity, created new exploit
economies of scale, acquire new production
methods and management techniques and
reduce the "technological distance".

5. Foreign direct investment, host country
and psychic distance

The notion of psychic distance is
perceived as the difference between
development of host and investing countries
but also as an opportunity to access new
technologies. Higher psychic distance
generate in host country to hold human
capital,  physical infrastructure = and
distribution networks to support investments.
This affects not only the decision to invest of
FDI, but also the type of technology
transferred. Local firms can benefit for this
development strategy. If psychic distance
between FDI and domestic firms is not too
high, local firms can absorb know-how.

Local firms using outdated production
technologies and low-skilled workers will not
be able to transfer technological know-how
information, available only to companies that
use superior technologies. Foreign firms have
specific facilities that allow them to use
superior technology, lower marginal cost
compared to a local competitor and thus
divert demand for products and services
produced and offered to the market entry of
the host country [12].

Following the move to channel demand,
foreign direct investment leads local firms to
reduce production and to change the cost
curve. A similar type of competition causes
influence of FDI on local firms in host
countries where multinational companies are
mainly geared to export. Sometimes
competition with local firms is limited or
nonexistent.

Multinational companies retain their
distinct advantages to local firms. The only
way that local companies can improve their
business is competitive pressure that forces
them to adopt more efficient production
techniques and higher wage levels. This
competition may have adverse effects on
local firms in the short term, but in long term
it ensures technological development. Ireland
is one example, where competition in the
labor market between multinationals and
local firms in same economic sectors



generate more skilled labor. The entry of
multinationals in the local market increased
demand for skilled labor. Reference wage
growth forced local companies to offer the
same salary level offered by foreign direct
investment.

The nature and impact of foreign direct
investment depends on the economic general
policies of host country. If foreign companies
invest in a country that substitute imports,
will be in competition with local firms and
thus must improve their technological
advantages. If FDI are established in a host
country that promote exports, foreign direct
investment must increase the competitive
advantages. It will be supported by the ability
to use their own international markets and
distribution networks to the detriment of
production data technologies.

Economists affirm the existence of
negative effects of FDI on local firms -
attracting demand from local firms [13].
Since foreign direct investment using
superior technology, FDI can generate lower
marginal cost than a local competitor. FDI
can attract demand from local companies
witch will be forced to reduce production and
to change the cost curve.

FDI competitive pressure causes to local
firms to improve their productivity and adopt
more efficient production techniques. But on
the other hand, this competition may have
adverse effects on local productivity in the
short term and affect only a particular group
of companies operates in industries where
foreign direct investment are invested.

By setting a receiving country with a trade
regime that substitute imports, FDI will
compete with local companies that can
benefit from the effects of development,
whether psychic distance is not too high.
Local firms with less developed production
technologies and low-skilled workers will not
be able to transfer technology. Technological
distance determines positive or negative
effects, when FDI relocation handsets market
are made. Relocation can have positive or
negative effects on local firms to increase
productivity, comparative advantage and
increased trade flows, but also decrease the
number of jobs and specialization in lower
value-added production. The main way to
increase productivity is sometimes to reduce
staff [14].
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6. Conclusion

FDI pursue capitalization firm capabilities
through greater profitability across national
boundaries, which explains the level of
development of the investing countries. The
investment decision is influenced by: the
investing country's competitive advantages,
viability of local factors, the market size and
extent of the risk of operating in a new
market and psychic distance between the host
and investing country. FDI motivations have
changed following the changes that have
affected the world economy (technology
development, information and
communication, increased  competition,
liberalization of business etc.). Also, the type
of FDI motivations has evolved from the
search for markets, resources, efficiency to
strategic research.

Host  country will perform its
macroeconomic objectives by attracting FDI,
through a strategy of economic policies and
the existence of an institutional framework
open to foreign assets. These policies can be
based, focused on attracting and maintaining
FDI in a particular sector or complex policies
by targeting of FDI to certain strategic
economic sectors or to specific regions.
Psychic distance between the host and
investing country influence the type of
foreign direct investment. If the distance is
less, FDI will be directed towards the search
for strategic assets.
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Abstract

Our paper is about actual framework
corporate laws and regulations and its
generated practices. In the context of
European integration, companies extend the
scope of their structuring possibilities by
cross- bordering into other member states for
flexible legal framework and investment
climate. In the EU and EEA companies had
three possibilities to effect cross-border
transformations. One option available to all
member states was and still is the cross-
border merger, which however presents the
disadvantage that the absorbed company is
dissolved and the transfer of assets into a
different member state may generally trigger
real estate transfer tax. A second possibility
is the relocation of  companies’
administrative seats in a different member
state while the company continued to be
governed by the law of the original country.
Finally, is about companies’ conversion into
entities named Societas Europaea and have
its registered office transferred within the
EU.

Key words: flexible legal framework, cross-
border mergers, cross-border conversions,
real seat theory, real seat doctrine
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1. Introduction

In recent years, companies have
consistently attempted to extend the scope of
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their structuring possibilities by trying to
cross the borders into other member states for
various reasons ranging from a more flexible
legal framework to a better market
environment and investment climate. Young
legal professionals [1] consider: “The
possibilities for cross-border restructuring
measures were rather limited, as companies
in the EU and EEA had essentially only three
possibilities to effect cross-border
transformations”.  They founded several
solutions: “One option available to all
member states was and still is the cross-
border  merger. This  presents the
disadvantage that the absorbed company is
dissolved and the transfer of assets into a
different member state may generally trigger
real estate transfer tax. Depending on the
theory embraced by the member states (the
incorporation theory or the real seat theory),
a further possibility for those states which
have adopted the incorporation state doctrine
consisted in the relocation of companies
administrative seats in a different member
state without having to wind-up the company
in the home member state, while the
company continued to be governed by the
law of the original country. Last but not
least, a company could (and still can) be
converted into a Societas Europaea and have
its registered office transferred within the
EU”. A Societas Europaea is by law allowed
to relocate its seat while preserving its
commercial and legal entity. Until recently,
moving a company's registered office to
another member state would have implied the
winding-up of the respective company in one
country and its re-incorporation in the other
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member state, as no EU rules enabling
corporations to transfer their registered seat
into another member state while preserving
the companies' legal personality existed.

2. Cross-border merger as still available
option

When a firm acquires a controlling
interest in another it is called an acquisition;
when two firms joint to form a new firm, it is
called a merger. Under the criterion for good
management of  maximizing current
shareholders’ wealth, there are essentially
three reasons for considering acquiring or
merging with another company: synergy,
taxes, or bargains in the stock market[2].
Synergy is said to exist if: by combining two
companies, the value of the operating assets
of the combined firm will exceed the sum of
the values of the operating assets of the two
companies taken separately (AB>A+B). Such
synergy will occur if there are economies of
scale in the production or distribution of the
products of two or more firms. About taxes
reason, there is a great temptation but
taxation laws may greatly limit the use of a
firm’s net operating losses to offset profits in
entities that acquire the firm after the losses
occurred. American corporate experience
shows us that mergers and acquisitions
phenomenon has been a major influence in
restructuring corporate sector. Some authors
say that the top of this trend was the opposite
phenomenon  divestitures or  “reverse
mergers” [3]. The different types of
divestitures may be summarized as follows:
sell-off, spin-off, liquidation and going
private[3]. Sell-off 1is the sale of subsidiary,
division or product line by a company to
another; Spin-off is the separation of a
subsidiary from its parent, with no change in
the equity ownership; Liguidation in this
context is not a decision to shut down or
abandon an asset. Rather, the asset are sold to
another company, and the proceeds are
distributed to the stockholders; Going
private: a company goes private when its
stock that has traded publicly is purchased by
a small group of investors, and stock is no
longer bought and sold on a public exchange.
In a consolidation, two or more companies
combine to form an entirely new entity. The
distinction between acquiror and acquiree
becomes blurred because shares of each of
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the consolidating companies are exchanged
for shares of the new company. Both of the
consolidating ~ companies  lose  their
independent existence, often becoming
subsidiaries of the new company or, in
combination, becoming the new company.
When two  companies of  roughly
(approximate) equal size combine, they often
choose to consolidate. When they are of
unequal size, one company acquires the other
through merger. Usually the larger company
acquires the smaller, although this is not
always the case. The distinction between a
merger and a consolidation is important in a
legal sense, but the same analytical
technique apply to both. There are several
important questions to put before any merger
endeavor [4]. First of all,Why companies
merge? The most important reason is about
the objective of maximizing shareholder
wealth. Second, When do mergers create
value? The shareholders of an acquiring
company can benefit from a merger only if
the two companies are worth more in
combination than separately. To provide a
framework for discussion, suppose that
acquirer and acquiree are worth Va and Vb in
total market value (that is, the total market
value of their assets), respectively. They
would be worth Vab in total market value in
combination. The acquirer must normally
offer the acquiree’s shareholders some
premium, Pb above Vb to induce them to
sell their shares. The acquirer also incurs
various costs and expenses (E). Finally, the
key question is What is the net advantage to
merging (NAM). The net advantage merging
to the acquirer’s shareholders equals the
difference between:

1. the total market wvalue of the
company post-merger net of the cost
of completing the transaction and

2. the total market value of
companies before the merger

NAM=(Vab-E) - [(Vb+Pb) + Va] or,

NAM= [ Vab-(Va+Vb)]-Pb-E

If the net advantage to merging is
positive, the merger would increase the
wealth of the acquirer’s shareholders. The
term in brackets in equation represents what
is commonly referred to as the synergistic
effect of a merger. The whole is worth more
than the sum of the parts when this
expression is positive. Under de Principle of
Two-Sided Transactions the premium Pb

the



represents both a gain to the acquiree’s
shareholders and a cost to the acquirer’s
shareholders. Even if the synergistic effect is
positive, the acquirer’s shareholders will
benefit only if the premium Pb and the
expenses are less than the synergistic
benefits. One of the more interesting issues in
the area of mergers and acquisitions is the
size of Pb in relations to Vab-(Va+Vb). If Pb
is large enough, NAM can be negative. In
that case, the acquirer will have
“overpaid” for the acquisition.

3. What is in fact a Societas Europaea?

The history beginning of Societas
Europaea (SE) is linked of labour market. In
1970s, EU introduced the obligation to
“inform and consult” employees or their
representatives regarding “collective
redundancies” and “transfer of undertaking”.
In 1994, Directive Council stipulating the
established of Works Council. In 2001,
European Company Directive 2001/86/EC
adopted the “’before and after” principle of
employee participation when establishing an
SE. With this Directive, employee board-
level participation was recognized for the
first in European legislation. The Directive
2005/56/EC on Cross-Border Mergers laid
down the rules of corporate governance for
legal entities resulting from mergers of
companies established in more than one
member state of the EU. Nowadays, the
European Company Statute stipulated that
the registered office of an SE must be in the
same member state where the head office as
principal place of business is located, but
once it has been established, it may be
transferred to another member state. The
main reasons for a SE is established are
following: (i) facilitate cross-border mergers;
(ii) simplify doing business within the EU;
(iii) ease taxation procedures; (iv) ensure
efficient management structures; (v) avoid
having to expand employee participation
rights in board of administration. SEs are
formed by many and different ways: merger,
holding,  subsidiary and  conversion.
Conversion process needs to pass several
stages[5]:

e Management draft and submits a
report that explains and justifies the
legal an economic aspects, and
indicates the implications for the
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shareholders and employees;

e Negotiations with employee
representatives regarding employee
involvement in the SE;

e Publication of the terms of
convertion;

e Agreement on employee
involvement;

e General  Meeting  agrees to
conversion;

e Registration as an SE.

Specific issues in Germany are about [5]:
(i) two-tier system of management; (ii) scope
of agreement (EU, EAA, others); (iii) co-
determination; (iv) employee representatives
want more than the standard rules; (V)
financial and material resources to represent
employees; (vi) translation/interpreting and
confidentiality. Official point of view of the
Commission and the answer at more frequent
question about expected advantages of
setting up a European Company is: the
European Company Statute (ECS) “will mean
in practice, that companies established in
more than one Member State will be able
to merge and operate throughout the EU
on the basis of a single set of rules and a
unified management and reporting
system. They will therefore avoid the
need to set up a financially costly and
administratively time-consuming complex
network of subsidiaries governed by
different national laws. In particular,
there will be advantages in terms of
significant reductions in administrative and
legal costs, a single legal structure and
unified management and reporting systems”

[6].
4. Recent case of cross-border conversion

Nowadays, legal firms are focusing on
such practices of companies and also on
European Court of Justice (ECJ) decisions. In
decision of VALE (Case C-378/10), issued
on 12 July 2012, the ECJ had to rule on the
possibility  of  so-called cross-border
conversions. Story is about a limited liability
company originally established under Italian
law which decided to discontinue business in
Italy and to transfer its seat and business to
Hungary in order to operate there in



accordance with Hungarian law. The
registration was rejected by both the court of
first instance and the appeal court. The
appeal court argued that under Hungarian
law, a company that is not Hungarian cannot
be listed as a predecessor in law. As others
authors shown [7], “differences in treatment
depending on whether a domestic or a cross-
border conversion is at issue cannot be
justified by the absence of rules laid down in
secondary European Union law. The
significance and outlook is that ECJ casts
some light on an issue that a company must
not be hindered from leaving a Member State
when it intends to move to another Member
State and will consequently be governed by
the law of the host Member State”. About
this theme, a lot of questions still remain
unsolved, and the calls for European rules on
cross-border conversions may be remain also
justified.

5. Romanian approach in mergers and
cross-border conversion

In Romania, the law reform in finance and
economics fields was made by the Company
Law and several Ministry of Finance Orders
(n0.1223/1998, abolished, no0.1078/2003,
abolished and no. 1376/2004, in force since
last year). All of these provides legal and
accounting rules for mergers, splits and
winding up of companies. But these only
refers to merger with winding up the
absorbed company and consolidation with
the winding up of the combining companies
in order to form a new company.
Consequently, the national laws lead to the
use of mergers for reorganizing the equity,
not for the external development of
companies through mergers and acquisitions
[8]. This is the difference between mergers
with winding up of the acquiree, in Romania,
and mergers with turning the acquiree into a
subsidiary, in United States or EU. Losing
the acquiree’s independence doesn’t mean its
winding up but can mean only losing the
right to take business decisions, which are
taken at corporate level. Romanian company
law has traditionally been reluctant to
advancing the international mobility of
companies within EU. After Munteanu [1]
considerations, “in actual context of
European integration, Romanian company
law still remain reluctant instead embracing -
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alongside countries such as Germany,
France, Belgium, and Italy - the so-called
real seat doctrine, which determines the
applicable law by reference to the country in
which the company has its real seat (centre of
its administration)”. It’s important the
underlining: “Corporate laws of the countries
traditionally following the real seat theory,

including Romania, did not have
reincorporation  provisions and  even
generally interpreted such decisions by

shareholders as resolutions to liquidate”.

The Romanian courts have ruled on the
topic of transfer of registered seat outside
Romania. The country’s courts have upheld a
member state's right to deny a company
regulated by its national law the right to
preserve its nationality if it intends to
reorganize itself in a different member state.
On the other hand, the transfer into Romania
of the registered seat of a company organized
and functioning under the rules of a different
member state, with the corresponding
preservation of the company's legal
personality, has been unanimously settled by
the courts to the effect of rejecting the
registration with the Romanian commercial
registers of the transfer of seat, in the absence
of documents evidencing the winding-up of
the respective company in the member state
of origin. Attorney’s opinions are that
following the ECJ's judgment in this case, a
first indication of the approach taken under
Romanian law was given by the Tribunal of
Brasov. The registration of the general
shareholders meeting resolution to transfer
the registered seat of a Romanian company
from Brasov into Gibraltar, was rejected.
This transfer was thought without losing the
company's legal capacity, due to insufficient
proof evidencing the shareholders' will to
effect a corporate transformation. The
Tribunal has among other things also
acknowledged that "the transfer of the
registered seat of a company from one
member state into another member state,
with a simultaneous change in the national
legislation applicable to the respective
company, is possible, even in the absence of
a provision in the national law, if the laws of
the host member state allow such a
transformation, and without the member state
of origin having the ability to impose the
winding up of the respective company".



6. Conclusions

European Integration is one of the most
important achievements in recent social and
economic history. In this context, companies
have many legal flexible possibilities to
extend the scope of their structuring
possibilities. Most actual is cross- bordering
into other member states for flexible legal
framework and investment climate. Mergers
seems to become unfashionable comparative
with cross-border conversion driven by
work-market reasons. This presents the
disadvantage that the absorbed company is
dissolved and the transfer of assets into a
different member state may generally trigger
real estate transfer tax. Relocation of
companies’ administrative seats in a different
member state while the company continued
to be governed by the law of the original
country, is another possibility for corporate
restructuring.  Finally, conversion into
entities named Societas Europaea , seems to
be the best solution. Anyway, such cross-
border operations give new tasks for legal
European institutions. In this context, ECJ, a
reliable institution is more and more appealed
with cross-border legal issues.
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Abstract

The article is presenting partnership
principle in the context of cohesion policy
(regional policy). The conceptualization of
this principle is useful for increasing the
performance of the programs using
management strategies. The article follows a
series of articles that explores the importance
of partnership in projects within cohesion
policy. Also the article is highlighting the
feedback of interviewed from different
countries regarding the importance of the
partnership in the performance of their
projects and some of the good practices
presented in the European code of conduct
on partnership applicable in the period 2014-
2020. The theories and the lessons presented
are also applicable to other aspects referring
to management, development and regional
planning.

Keywords: Partnership Principle, Cohesion
Policy, Multi-Level Governance, Theories
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1. Introduction

The process of construction of the
European Union in the landscape of Western
European Countries and afterwards of
extension in the Central and Eastern
European Countries determined a specific
model of institutions, tasks and
responsibilities developed beginning with
Brussels Treaty (1948) to the most recent
Lisbon Treaty (2007).

In this complex context Warner (2000)
presented four configurations representation
of the Community Governance: the Multi-
Level Governance (MLG), open coordination
and benchmarking, the European regulatory
model and an intensive trans-
governmentalism.
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In the White Paper adopted by European
Union in 2001 the MLG was mentioned by
the European Commission and the
framework of this principle was completed in
2009 with the adoption of the White Paper on
MLG.

2. Historical context the
partnership principle

of using

The MLG configuration was used in
analysing  the  relationship  between
partnership at programme level and
partnership at project level. From the factors
that influence this relationship, the long-term
relation, the mutual benefits of the relation,
the acceptance of all terms of relation, the
balance in the necessity of the relation, the
common goals in the relation and the
synergistic effect represent in some of the
studies the added value from partnership.

The European regulatory model became
important when the intergovernalism and
supranationalism theories were stressing the
system, but the prevalence of the national
institution decision determined a new change
in the model and so the principles of
benchmarking and open coordination were
using the idea of horizontal partnership. The
MLG  principle supposes to  have
organizational partnerships between different
levels of government [1].

For the period 2014-2020 the partnership
principle will be used in investing the budget
allocated by  European Union  of
approximately a trillion Euros in sustainable
growth, new jobs and competitiveness,
solidarity and cohesion, for an important role
of European Union in world [2].

The concept of cohesion policy appeared
with definition in 1997 in the first report of
the Commission on Economic and Social
Cohesion, as ,,greater equality in economic
and social opportunities’”, ,,solidarity and
mutual support”; but the partnership concept
is also relatively young because in 1988 was
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introduced the system of MLG together with
the principal of solidarity and partnership.
The Central and Eastern European Countries
adopted the principle latter on when in the
period of transition to an open economy these
countries operated with it [3].

The original interest in partnership
principle is attributed to the urban growth
coalitions in United States of America when
the local and  regional  business
representatives were working in involving
private and public capital to ensure the
additional prosperity in that times associated
with the expansion of the cities. [4]

It is important to underline also the
importance for the European society to
understand and correctly use the concept of
partnership and cohesion policy in the
strategic management activities. In United
Kingdom when especially the local
authorities were weak (1980) some initiatives
of promoting urban and rural regeneration
were supported also through central
government regeneration programmes with
Structural Funds using the partnership
principle concept [5].

In implementing the MLG principle the
organization need to fully understand the
implication of the partnership concept and to
use it in accordance with the laws and
institution of each country where the partners
are organised. The complexity of such
partnerships can be considered a challenge in
a strategic management.

The peak point as importance of using the
MLG  configuration is during the
implementation phase and an example of this
maximum appliance is in the cohesion
policy. The partnership principle is
completing the MLG configuration because
is participating to the linkage of the regional
and local channels through
institutionalization. [6]

It is necessary to underline that the
analysis of the partnership principle in the
European Union context refers to the
European  Union compliance at the
established rules and to the integration of the
principle in the domestic approach to
regional development policy. Also the
compliance is easier to achieve in the
countries with tradition in cooperation and
social partnership such Ireland [7] and
Scotland. [8]
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But, countries with weak organizations of
the local governance and social partners are
depending of the central governance for
implementing the local projects, in such
cases the European Union regulation can
increase the openness to the policy making of
the regional actors and to collaborative
approach. [9]

The MLG concept has been questioned if
it is sufficiently equipped to respond to the
implication of a question such ,,who control
the implementation of EU cohesion policy?”
So the theory of the principal agent was
considered to apply to the cohesion policy
[10]. The interpretation of this theory has
been an extension of the
intergovernamentalist theory because the
states are creating institutions in order to
have mediatory, regulatory levers and to use
it for member’s maximization of the benefits
in European Union. In this theories the MLG
is considered limited, it cannot explain why
the FEuropean Union institution cannot
prevent the influence of national and
subnational actors in the implementation
phase to the extent of impacting the policy
structure as the partnership principle is
requiring. It is considered that the agents
laws is impacting the implementation of the
projects more than the European Union laws
foundation even if the repeated reforms of
the cohesion policy from 1988 were made for
strengthen these regulations. On the other
hand the rules made by the European
Commission and the indicators established
by it in analysing the effectiveness of the
cohesion policy are considered arguments
against the both theories (MLG and principal
agent theory). The MLG is antagonist to the
state centric theory and is merging or
rejecting the intergovernamentalism and the
neo-functionalism. The subnational actors
tend to get more importance in the MLG
configuration.

Marks and Hooghe (2001) considered the
idea that cohesion policy was especially
configured for MLG to be more used in the
economic policy in the European Union, but
this can be reached only if the policy is used
in the poorest regions from European Union.
However this idea was not supported but the
principle is appropriate. Also according to
same authors the principle of partnership
sincited” on argues between different
national levels and the  European



Commission and was acting as mediator and
challenger during these periods.

The partnership principle is also favouring
the cooperation and democracy and the
opportunities of citizens to participate to
governance, favouring the strength and
multilevel democracy. [11]

MLG is used to close some capacity gaps
in policy making such [12]:

1) Information gap: different levels do not
have the same quantity or quality of
information when designing, implementing
and delivering public policy;

2) Capacity gap: there is a lack of human,
knowledge (skill-based and ‘know-how’) or
infrastructural resources available to carry
out tasks, regardless of the level of
government;

3) Fiscal/ funding gap: when revenues are
not sufficient to finance the required
expenditures, indicating a direct dependence
on ‘higher’ levels of government;

4) Administrative gap: administrative
borders do not correspond to functional,
economic and social areas, leading to a
fragmentation of public policies; and

5) Policy gap: occurs when line ministries
take purely vertical approaches to cross-
sectorial policies that require co-design or
joint implementation at the local level. This
leads to a lack of inter-sectorial co-
ordination, often seen in such areas as energy
and regional development.

This factors contributed to the importance
of partnership principle in the cohesion
policy, together with all the details presented,
and determined the interest in regulating the
principle for the new period of using ESI
Funds 2014-2020.

3. Research Methodology

The study focused on exploring the
cohesion policy and the point of intersection
with the principle of partnership. We wanted
to answer questions, such as: Is applicable
the principle of partnership in the cohesion
policy? If yes, what theories were developed
regarding this relation? What rules were
adopted by European Union in order to
regulate this principle?

The analysis was conducted through the
review of the data and documentation
published by the European Union and the
theories developed referring these topics and
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the correlations between the components of
the relation. The correlation between the
cohesion policy and the determinants of this
policy were presented using graphics.

4. European Union regulations regarding
the partnership principle

In order to increase the role of the
cohesion policy in the European Union
member states considered necessary to
increase the ownership vertically and
horizontally in all stages of the operational
programmes.[13]

In this way the Partnership Agreements
and the Common Strategic Framework
becomes the base of the 2014-2020 period of
programming. A powerful change in the
regulation was established through the article
5 of EU Regulation no. 1303/2013 by which
the partnership principle was considered
compulsory during the implementation of the
operational programmes.

But the decisive step towards partnership
principle in European Union was made
through the European Code of Conduct on
Partnership which presented in 2014 the main
conditions that must be followed:

* Partners selected should be
representative of the relevant stakeholders;

* Selection procedures should be
transparent and take into account the
different institutional and legal frameworks
of the Member States;

» Partners should be involved in the
preparation and implementation of the
Partnership Agreement and programmes; for
this purpose, it is necessary to establish
minimum procedural requirements in order to
ensure timely, meaningful and transparent
consultation (i.e. sufficient time for
consultation, availability of documents, etc.);

 Partners should be represented within
the monitoring committees of programmes,
throughout the whole cycle (i.e. preparation,
implementation, monitoring and evaluation);

* Effective implementation of a
partnership  should be ensured by
strengthening the institutional capacity of
relevant partners through capacity building
activities targeting social partners and
organisations representing civil society who
are involved in the programmes;



* Exchange of experience and mutual
learning should be facilitated, in particular
through the establishment of a Community of
Practice on Partnership covering all the ESI
Funds;

* The role of the partners in the
implementation of  the Partnership
Agreement, as well as the performance and
effectiveness of the partnership during the
programming period should be subject to
assessment.

Another step towards the partnership will
be made using the good practice examples
presented by the European Community of
Practice on Partnership that is designed to
facilitate exchange of experience, capacity
building, as well as dissemination of relevant
outcomes according to the article 18 of the
same Code of Conduct. In this Community
the management authorities and partners
from European Union and from all types of
programmes of financing are invited to
participate.

The first comments regarding the good
practice of the application of the partnership
principle at country level and in the
implementation of the ESI Funds are
presented in the third part of the Code of
Conduct. The presented pillars on which the
principle is applied at the European Union
level are taking into consideration:

- Procedures used to identify transparently
the partners;

- Presentation of the relevant contribution
of the partners in all the stages of
implementation, the added value of the
partnership;

- The used rules in the monitoring area
and the structure of the partners

- The dissemination of the good practice
by the Commission.

Because of the importance of the good
practice in this moment some of the analysis
are considering this topic relevant for
increasing the application of this principle
and to influence the absorption rate of each
country for the new absorption period 2014-
2020.[13]

In the past, the governance of cohesion
policy was considered a particularly complex
system, so any MLG requirement must
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deliver more tangible results, synergies and
simplification of processes.

5. Conclusions

The new policy considered in European
Union is the employment policy as a modest
policy against the extensive and long term
recommendations. Also this policy is not
splitting between north-south countries or
west-eastern countries. [6]

This was almost proven during the reform
in 2006 when the employment policy
captured more attention but the limit of this
importance was the incorporation of it in the
cohesion policy.

Figure 1: The EU budget allocation by
policy for 2014-2020 period
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Source: The budget of the Cohesion
policy 2014-2020 (2015) retrieved from
http://www.fonduri-
structurale.ro/detaliu.aspx?eID=10117&t=fs2
014-2020

The achievement of the cohesion policy
can be represented by the participation of the
national and subnational agents to the
development of their regions but the



disperencies between the are
affecting this participation.

The single market and unique currencies
are supported by the cohesion policy, so such
an effort is headed also to diminish the

disperencies.

regions
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The elements of the employment policy,
incorporated into the cohesion policy can
become elements of the MLG using the
implementation of the essential principles of
the cohesion policy. The partnership
principle can suffer when the legal
obligations are not contained in the European
Union law for all the levels of partners and
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can lead to the inefficiency of the cohesion
policy even if some regions are registering
important economic growth.

The partnership principle is assuring
along with the enlargement, concentration,
additionality and solidarity the strength of the
European Union and the tools against the
disparities.

One conclusion of the relevant literature
on partnership principle is that associations
are gaining the right of directly participate in
the process of writing and implementing the
agreement of each member state with the
European Union. This role must be assumed
by all the collectivity from which those
associations are born because the cities can
only be consulted through their organized
associations.

It is important to underline other leverage
that can be used in Europe 2020 governance
policy the Territorial Pacts represented by
political commitments or voluntary contracts.
These kinds of pacts are considered
important if it will bring added value in
implementing Operational Programmes and
not administrative  burden for the
implementation of the Strategy Europe 2020.
This is important aspect because Europe
2020 governance policy can create synergies
with the cohesion policy. [13]

In this analysis it was necessary to
consider the fact that the compliance with the
MLG can be evaluated ex-post and can be
explained through the partnership principle
between the governance levels. So the
member states, management authorities and
other social partners can provide feedback
whatever the MLG functioned for absorption
of ESI Funds. The evaluation criteria need to
be established in the agreements between the
partners.

According to surveys in different member
states the using of MLG seems to be
connected with the participatory democracy
principles. So in order to have a solid
application of the partnership principle it is
necessary to apply it in a democratic
environment.

In order to quantify the real appliance of
these theories it is proposed to use indicators
especially when member states are



implementing  policy with
dimensions in European Union. [13]

One of the practical quantification of the
effectiveness of using this principle in Poland
was considered the percentage of more than
50% of partnership continued after the
ending of the projects this fact underlining
the trust between the parts engaged into the
projects funded by ESI Funds in the first
place. This actions are influenced by the
financial and administrative capacity and the
attitude of the partners, sometime one of the
parts can consider that being in a partnership
will not financial favour it (other partner will
have access to other grants and it will deprive
him of that funds). So the application of the
principle remains statistically different from
country to country, from region to other and
from different period of time. [9]

The MLG and partnership principle is
conducting towards an European cooperation
between institutions for inclusive governance
and monitoring of the steps made towards the
implementing of the Europe 2020 strategy
[13]

Further analysis on the innovative MLG
applied in the member states can be used in
order to have an image of the application of
these theories.

The partnership principle and the MLG
configuration are considered important tools
for sustaining Europe 2020 strategy to have
tangible effects and to really be incorporate
in all strategies applied at all governance
levels. [13]

The partnership principle topic is
presenting interest in the implementations of
ESI Funds because it’s role in absorption rate
of the partnership agreements.

regional
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Abstract

The long term objective of the regional
development policy at European level is to
reduce regional disparities. Aiming to bring
its own contribution, Romania differentially
allocated amounts from ERDF and from the
State  budget for the less developed
regions. This however was not reflected in
the counties, the local authorities having a
low financial and technical capacity, which
was decisive in accessing funds, the counties
with higher total or own income being those
that have managed to attract more funds.

The paper presents the situation of the
utilisation of ERDF and of the national funds
related to 4 counties, 2 of the most
developed, Cluj and Brasov and 2 of the least
developed, Vaslui and Giurgiu, in order to
improve  the educational and social
infrastructure.

Key words: ERDF, social and education
infrastructure, disparities, regional planning
JEL Classification: H760, R120

1.Introduction

Diminishing the development disparities
between the regions of the country was one
of the priorities of the National Development
Plan (NDP) 2007-2013 ever since the time of
the adoption of the Plan, in December 2005
appreciating that the chronic
underdevelopment is concentrated in the
North East Region, on the border with
Moldova and the South Region, along the
Danube. The situation was worsened by
another key-problem identified in the socio-
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economic analysis of the NDP, respectively
the insufficient experience in  the
management of regional / local development
programs. The status of the social and
educational  infrastructure =~ was  poor,
especially in the rural area and of a poor
quality which could not sustain the provision
of adequate quality services. Identifying
solutions should have been achieved in the
context in which, for applying the principle
of subsidiarity and performing the
administrative decentralization, the local
authorities and regional bodies were given
increasingly more tasks and responsibilities
in the development and implementation of
the regional / local development
strategies. Thus, given the early stage of this
process, it is considered necessary to develop
all the levels of governance in terms of
capacity  planning, programming and
management of programs and projects of
economic and social development. [1]

2. ERDF contribution to the reduction of
the regional disparities

The manner in which both national and
local authorities have understood to exercise
not only their functional powers but also their
development powers is reflected in the use of
funds allocated to Romania for the
achievement of the regional development
objectives.

2.1 Previous contribution to the subject

Considered one of the main policies at EU
level, the regional development policy has
evolved to the extent in which the
relationship national-State -regions has



evolved, the strengthening of the multi-level
governance system being essential for a real
functioning of the regional development
policy and the creation of a real effect of this
policy. [2] Although it is invoked the
significant contribution of the structural and
cohesion funds at regional level, the analyses
show the opposite, namely that the poor
countries have recovered the development
differences faster than the poor regions.
[3] Although there are opinions that state that
in recent years there was a "regionalization"
of the regional policy [4], in Romania the
way in which the management and control
system deficiencies of the structural and
cohesion funds have affected the possibilities
of accessing funds or implementing projects
derives from external causes of the local
authorities, we can still talk about an indirect
regional policy. [5] Hence if at the EU level
it was considered that one can observe a
process of economic convergence and in
Romania there were noticed increases of
disparities according to different analyses.
[6],[7] Moreover, the continuing gap of
development between counties in Romania
[8] was announced in the works of several
Romanian researchers, by signalling the
ineffectiveness of the measures adopted,
given that the differences at level NUTS 3,
respectively the counties, are growing. [9]
However, the importance of education and
social services is recognized, along with the
field of health [10] thus justifying both the
establishing of the major areas of
intervention under Priority Axis 3 of the
Regional Operational Programme 2007-
2013. This may ensure the contribution to the
development of human capital in the
European Union, the positive effects
generated by these fields are highlighted also
for the previous programming periods. [11]

2.2. ERDF contribution to the
improvement of regional educational and
social infrastructure

The programme financed from Structural
Fund (European Regional Development Fund
ERDF) which will address the regional
development differences within Romania for
the 2007-2013 programming period is the
Regional Operational Programme (ROP)
2007-2013, with ERDF allocation of
3,726,021,762 Euro. Aiming at supporting
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the economic, social, sustainable and
balanced territorial development of all the
Romanian regions, according to the specific
needs and resources, ROP 2007-2013
benefited from a substantial allocation of
funds, which was later distributed
differentially for each development region,
principle also applied for each key area of
intervention, depending on the degree of their
development. Thus, the financial allocation
for the ROP 2007 - 2013 is of 4,568,341,147
Euro, out of which 3,726,021,762 Euro from
the European Regional Development Fund
(ERDF), the rest representing national public
funds and private funds.

Continuing addressing the set priorities at
the level of NDP 2007-2013 and National
Strategic Reference Framework 2007-2013,
the Priority Axis (AP) 3 - Improvement of
social infrastructure, the one which we refer
to in this paper, are aimed at creating the
prerequisites for providing the population
with essential services, contributing thus to
meeting the European objective of economic
and social cohesion by improving the
infrastructure of health, education, social and
for public safety in emergency situations. The
key areas of intervention (KAI) under this
priority axis that we considered relevant in
our analysis are:
rehabilitation/modernization/development
and equipping of social services
rehabilitation/modernization/development
and equipping of pre-university, university
educational infrastructure and continuous
vocational training infrastructure. There were
not included in the analysis KAI 3.1 that
monitored the rehabilitation / modernization /
equipping of health services, the health care
domain being in a process of reform that has
led to the closure of several hospitals which
was not analyzed because it was deeply
affected by the national approach, as well as
KAI 3.3 on Improving the equipment of
operational units for emergency interventions
that was intended for interventions at
regional level, our analysis aiming at the
county level.

The indicative financial allocation for
Axis 3 "Improvement  of  social
infrastructure"” is of 657, 53 million Euro, out
of which 558, 90 million from ERDF and the
rest being national co-financing. Then there
where funds (EUR 150 million co-financing
from the ERDF) reallocated to ROP 2007-

and



2013 according to the Commission Decision
C (2013) / 9772 final of 12/19/2013 which
supplemented the final allocation of DI 3.4,
the call launched in 2014.

3. Regional perspectives and realities on
ERDF projects on education and social
infrastructure

Cluj, Brasov, Vaslui and Giurgiu counties
are part of the region North-West, Central,
North-East or South-Muntenia and these are
the counties that in 2007 had the highest or
lowest development. The financial allocation
for KAI 3.2 and 3.4 (Figure 1) was higher for
the less developed regions (North-East and
South-Muntenia) and lower for the most
developed (North-West and Centre), thus
attempting the reduction of regional
disparities.

Figure 1: Comparative situation of the
ROP 2007-201 allocation (ERDF and State
Budget) on KAI 3.2 and 3.4 for the four

regions
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Source: ROP 2007-2013, Application
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3.1 Needs and solutions identified at

regional and local level

At regional and local level in the planning

documents under the form of regional
development plans (RDP) or of the
development strategies of the counties,

adopted for the period 2007-2013 there have
been identified and presented both the
problems and the proposals for solutions
coagulated as development directions in
whose implementing a key role was played
by the EU funds, mainly the European
Regional Development Fund. If in the North-
East region the identified problems, namely
the lower value of the regional GDP/capita
among all regions, the highest poverty rate of
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all regions or the highest rate of infant
mortality of all regions offered the size of the
seriousness of the situation the RDP North -
East 2007-2013, approved by the council of
the Regional Development on the 7th of
March 2006, needs to address, in the North
West region the development level is
diametrically opposed, the region occupies
the 5th place in the national hierarchy in
terms of the region’s contribution to the
formation of the GDP, Cluj county having
the largest contribution to the regional
GDP. However, at the level of this region as
well there are highlighted the constraints
made by the poor quality of the educational
infrastructure, especially in rural areas [12] In
the Centre region, the third nationwide as
GDP contribution , benefits from the existing
basic social and educational infrastructure in
cities, a good network of vocational training
and strong university centres (Brasov, Targu
Mures, Sibiu, Alba Iulia) but also a number
of specific issues, such as: the educational
and health infrastructure is lacking in some
isolated mountain villages; the lack of
facilities in the education and health systems,
mainly in rural areas; limited access to
educational and health infrastructure in some
isolated areas [13] The low level of
development of the social infrastructure,
public services and utilities and education
and living conditions in the general context
of low GDP / capita at regional level are only
part of the problems mentioned at the level of
the South-Muntenia region. [14]

Regarding the regional development
directions, the objectives or measures
proposed, be it the most developed regions
Centre or North-West or the less developed
ones, North East and South-Muntenia, we
find the development and modernization of
the educational, social and health
infrastructure [15], or the development and
rehabilitation of educational infrastructure,
and improving the health and development of
the health infrastructure and social services
[16], the rehabilitation and development of
the educational, health and social
infrastructure [17], or the development and
modernization of public utilities, social
services and infrastructure including waste
management, and improvement of the access
of rural communities to education, training,
employment and counselling. [18] We note
however the fact that the administrative



capacity increase is targeted in the RDP
North-West and North-East, the proposed
measures relate to strengthening the
administrative capacity for the elaboration of
public policies, or support the economic
growth and promote the good governance

through capacity building of public
administrations [19] in the first case and
conducting  training  for  individuals

responsible for identifying the external
sources of financing and managing them
effectively by implementing projects.
[20] However, there are not provided support
modalities for the ATUs in their process of
preparation and accessing the available
funds, considering that the main problem is
lack of a clear budget at the level of the
public administrations that would include the
co- financing of their proposed projects. [21]

At the level of Brasov County it was
found with respect to the field of education
that the material basis is outdated, especially
in rural areas and that there is a problem
about the uncertain legal status of the
locations in which some education units
function and many losses of space as a result
of restitutions. In terms of social
infrastructure the main deficiency is the lack
of access infrastructure for people with
disabilities. [22]

For Giurgiu County, as it results from the
Development Strategy for the period 2008-
2013, from the social point of view it was
considered that there is an inequitable
distribution of health facilities and medical
personnel in rural areas. Also, the analysis
performed in Giurgiu County as is included
in the Strategy revealed the existence of some
differences  between the  educational
infrastructures in rural areas compared to the
one in urban areas. It is important that the
administration capacity of Giurgiu county
municipalities was also analysed appreciating
that there is an inability of the local
administrations to access structural funds.

The existence of a large number of school
units that require major repairs and
consolidation, especially in rural areas, the
need for major investments in equipment for
school medical offices, laboratories, school
workshops; as well as the need to improve
children's access to the educational
infrastructure in rural areas were identified in
Vaslui County. [23] The development of the
educational and social infrastructure is
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reflected in all the development strategies of
the counties.

Thus, within the Cluyj County
Development — Strategy for 2007-2013,
approved in September 2005 and updated in
2009, it was established the specific
objective: improving the social, health and
education infrastructure, at local and county
level. Also, in the strategy of Brasov County
there was set the direction for development 6.
Improve the quality of the human social
capital. [24]

For Giurgiu County there were
established Priority 1: Development of
infrastructure including reducing disparities
in terms of educational infrastructure, as well
as Priority 3: Reducing disparities and
promoting social inclusion with the areas of
intervention. [25]

Also, Vaslui County provided the measure
1.4. Development of the educational, social
and health infrastructure under Priority axis
1: Infrastructure and Environment. [26]

3.2 The completed projects and the limits
of the administrative capacity

The applications for funding projects in
these areas were launched in early 2008 (RAI
2008, p. 61, p.65) and from the beginning
the value of the submitted projects exceeded
the allocation for each area, being of 125%
for KAI 3.2 and respectively of 355% for
KAI 3.4. At the level of the 4 counties
examined there were submitted several
projects, namely for KAI 3.2 Cluj submitted
2, Brasov 2, Vaslui 4 and Giugiu 6 and for
KAI 3.4 there were submitted 12 projects at
the level of Cluj County, Brasov 6, Vaslui 3
and Giurgiu 6 projects. The total amounts
requested in each county shows that the total
values obtained are greater for Cluj and
Brasov compared to Vaslui and Giurgiu.



Figure 2: Total values obtained for the
four counties
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Source:
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processed by the authors

The annual implementation reports
drafted along the time by the Managing
Authority for ROP 2007-2013 (AM POR)
have presented the problems encountered,
these being the lack of accreditation
certificates for the newly developed social
services in the newly established centres or
the ownership of the higher educational
institutions [27] or the risk that the inclusion
or demolition plans of certain educational
units developed by the Ministry of Education
includes a series of units under evaluation or
for which AMPOR signed financing
contracts [28], which is what has happened.
[29]

The high level of the total value of the
projects obtained by beneficiaries located in
Cluj County could be explained by financial
capacity of local authorities to support the
projects and administrative capacity to
elaborate and implement the projects. If in
2009, the main problems faced by the
beneficiaries, refer to the human resources at
local level, respectively the insufficient
personnel at the level of the local public
authorities, poorly financially motivated and
the fluctuation of the trained staff in the
management of public funds [30] in 2012 it
was found that the lack of financial flows, at
the level of the beneficiaries, necessary to
effectively implement the projects financed
from EU funds, causes delays in the
implementation of the projects. [31]
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Figure 3: Total income (VI) and own
income (VP) of the counties

Evolution of the total income and own income
2007 - 2013
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Source: http://uat.mdrap.ro/ data

processed by the authors

Given the large differences in budgets
existing at local level during the 2007-2013
programming period, there is, naturally, a
difference in providing the financial
contribution needed, especially given the
reimbursement system applied.

The introduction of the mechanism of the
payment requests made much easier the task
of the local authorities. Although at the level
of the analysed counties deficiencies were
reported to the local authorities and it was
proposed to develop their administrative
capacity, however the level of the total
income or own income was almost constant
in favour of the more developed counties.

The high level of the own income could
explain the higher capacity to develop new
applications in order to get EU funds. Related
to the total income (VP) a data analyzes
shows that there are significat differences
among counties (Fy,=44.823; p<0.01).

Tabel 1: Total income comparative
analysis for the four counties
ANOVA
Source of
Variation SS df MS F P-value F crit
Between
Groups 1.89E+17 3 6.28E+16 44.823 5.442E-10 3.0088
Within
Groups 3.36E+16 24 1.40E+15
Total 2.22E+17 27
Source: http://uat.mdrap.ro/ data

processed by the authors

Also there is no significant differencies
between Brasov and Vaslui counties on total
income average (t y,= 2.077, p=0.06) as is
proved by a comparative analysis. The
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conclusios of the own income (VP) are: there
are significant differences among counties
(Fsa=24.126; p<0.01).

Tabel 2: Own income comparative
analysis for the four counties
ANOVA
Source of
Variation SS df MS F P-value Fcrit
Between
Groups 6.54E+16 3 6.28E+16 2.41E+01 2.01E-7 3.01E+00
Within
Groups | 2.17E+16 | 24 9.04E+14
Total 2.22E+17 27
Source: http://uat.mdrap.ro/ data

processed by the authors

Thus, the measure of the differentiated
allocation at the level of the development
regions in favour of the more disadvantaged
ones was not accompanied by a real support,
consistent for the less developed counties and
the effects on the capacity to access European
funds were at the level of the limited
financial possibilities. In both cases: total
incomes (F,=0.4169, p>0.05) and own
incomes (F,=0.375, p>0.05) there are not
significant differences between the annual
values.

4. Conclusions

Although the national authorities found
that the ERDF allocation and the
contributions related to the State budget for
regions according to their level of
development will be sufficient to reduce
regional disparities, it is clear that ignoring
both the performed analyses of several
researchers and the problems identified
locally as they appear in the planning
documents led to opposite results.

At the level of the counties, NUTS 3
equivalent, it is recorded a large amount of
the funds attracted for improving the
educational and social infrastructure in the
most developed counties. In this context it is
clear that the process of making the
operational and planning documents at the
national level was not of the type bottom-up
and was not based on the reflection of the
actual needs. Moreover, the entire system of
national public management has
demonstrated the limits of managing this
situation in which the risks identified early on
were not managed, primarily affecting the
local level.
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Abstract

In this paper, we analyze the evolution of
global mergers and acquisitions in the
banking sector during 1985-2014, given that
a large number of banks all over the world
have engaged in concentration activities. We
focused in this section on the characteristics
of the banking sector in Bulgaria and
Romania. In parallel, we explain the reasons
underlying these concentrations. In the
second part of the paper, we present the
essential steps in the european merger
control enforcement: defining the relevant
market, analyzing the market structure and
assessing any harm to competition. In the
analysis of market structure, we compare the
degree of concentration in the banking sector
in Bulgaria and Romania. In conclusion, we
emphasize the importance of concentrations
control for financial sector stability.

Keywords: banking mergers and
acquisitions, competition policy
JEL Classification: G21,L11
1. Introduction
The process of restructuring in the

financial services sector has been gathering
pace since the early 1990°s. Within the
European Union, this process started in North
and is continuing to spread southwards. It is a
trend, which started in banking and is now
increasingly engulfing the insurance sector.
Initially, purely national restructuring was
often followed by restructuring involving
companies and employees from different EU
countries and beyond. A large number of
international and domestic banks all over the
world are engaged in merger and acquisition
activities. One of the principal objectives
behind the mergers and acquisitions in the
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banking sector is to reap the benefits of
economies of scale.

Deregulation in the financial market,
market liberalization, economic reforms and
a number of other factors have played an
important function behind the growth of
mergers and acquisitions in the banking
sector.

2. Evolution of global mergers and
acquisitions in banking sector

As we see from the chart 1, number of
mergers and acquisitions globally peaked in
1995, approximately 2300 operations, the
growth trend continue since the 90"s. Despite
the global financial crisis in 2007-2009 the
trend was increasing, with a slight decrease
from 2011 until present [1].

The sovereign debt crisis in Europe has
caused many banks in this region to reduce
their staff size to cut costs and to sell assets
to meet tougher capital rules under Basel III
standards. The problems are driving
restructuring and consolidation in the home
market. In this sens, the Rabobank Groep is
shedding units to strengthen its finances amid
slowing asset growth and competition for
deposits in the Netherlands. In February
2013, it agreed to sell a controlling stake in
its asset-management unit for $2.59 billion.
[2]. The banking industry from emerging
European countries is still fragmented, which
can drive consolidation in these regions. The
innovative and fastgrowing retail banks in the
region require capital to support their growth.
As a result of these drivers, the European
banking industry is witnessing increased
consolidation activities. In addition to
consolidation among regional banks, a
number of large Chinese banks are also
expanding into the European market. [3]
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Chart 1: Mergers and Acquisitions in banking sector 1985-2014
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A number of catalysts could determine a
steady pickup in M&A deal volume during
2014: Larger banks are looking to retool their
product mix and geographic footprint,
regional/midsized banks are seeking asset
growth, small banks are looking for scale and
a rising interest rate environment makes deals
more palatable across market segments.

A lack of substantive targets and a longer
regulatory approval process could slow
M&A’s momentum, especially for large
banks.

3. Merger control enforcement in
European Competition Policy

The Treaty of Rome made no explicit
provision for merger control. It was only in
December 1989 that the EC Merger
Regulation (ECMR) brought explicit merger
control at the European level. The primary
legislation governing mergers is Council
Regulation 139/2004 (the  “Merger
Regulation”) which came into force on 1
May 2004 (replacing ECMR).

Regarding the merger control
enforcement, there are some essential steps:
defining the relevant market, analyzing the
market structure and assessing any harm to
competition.
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In the case of mergers, the definition of
the relevant market is the first step in the
analysis of a concentration operation, aiming
at to determine whether the transaction will
create or strengthen a dominant position in
the market. The relevant market is the market
on which the competition acts, the concept
being used for the identification of the
products and of the undertakings that
compete directly. The European Commission
Notice on the definition of the relevant
market refers to three competitive constraints
which can act on the undertakings: demand
substitutability, supply substitutability and
potential competition. The concept of
substitutability is the key of the relevant
market definition.

Normally, the European Commission uses
current market shares in its competitive
analysis. Commission often applies the
Herfindahl-Hirschman Index (HHI) [2].

The last steps in the merger control
enforcement is assessing any harm to
competition. European Commision changed
the substantive test for intervention in 2004
by introducing the so called significant
impediment to effective = competition
("SIEC") test, aiming to emphasise an
already ongoing move towards an "effects-
based approach" in merger control. This
means that the merger policy put greater



emphasis on "economics" and rely less on
structural factors such as concentration levels
and market shares.

EU merger control enforcement has
evolved gradually and in a consistent and
stable way. The assessment has been made
on the basis of sound economics using solid
tools for investigation. [3]

4. Brief overview of the merger legislation
and banking sector in Bulgaria and
Romania

The accession of Romania and Bulgaria to
the European Union implies the entering in
“the single” FEuropean market and the
existence of the single banking license. In
this context, foreign banks can enter more
easily the territory of a member country,
which can determine the expansion of
competition in the local banking activity. The
methods to enter the banking market can be
diverse: open branches or subsidiaries; equity
investment in the local banks; mergers or
acquisitions of local banks.

The Law on Protection of Competition
(LPC) is the main law in Bulgaria containing
provisions on the control of concentrations,
entrusting the Commission on Protection of
Competition (CPC) with the power to make
an assessment of planned concentrations of
economic activities and to decide on their
authorisation. Taking into account the free
regime in Bulgaria for the banking activities
of EU credit and financial institutions,
licensed in EU Member State, the CPC
expects that the consolidation and
concentration processes in the banking
system in Bulgarian market will further
continue [4].

The main provisions on the methods used
by the CPC to determine the market share of
undertakings are part of the Methodology on
Investigation and Definition of the Market
Position of Undertakings in the Relevant
Market. The Methodology is adopted with
decision No 393/2009 of the Commission
and it reflects the amendments, introduced in
the law. This new Methodology makes
differentiation when setting how the market
shares are to be calculated by the CPC,
depending on the markets, in which the
undertakings operate - markets of the real
economy or financial sector markets, with
further delineation for specific financial
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markets (banks and credit institutions, leasing
companies, insurance companies, pension
and health insurance companies, investment
companies). This differentiation concerns the
basis, on which the market share is calculated
where markets in financial sector are
analysed, as well as the calculation of the
turnover of the undertakings, operating in
these markets. The necessary data for the
calculation by the CPC of the market shares
of credit institutions is taken from the
statistics of Bulgarian National Bank. The
statistical data needed for the calculation of
the turnover of the insurance companies,
investment companies, etc. is taken from the
Financial Supervision Commission. The
Methodology provides for two main indexes
to be used by the CPC to determine the level
of concentration in the relevant market in
merger proceedings — the Herfindahl index
and the CR. The Methodology allows,
however, using other indicators in addition to
the CR and HHI, depending on the
characteristics of the relevant market.

In the period 2006 —June 2008, the
Commission on Protection of Competition
made an assessment and authorised without
conditions 7 concentrations in the banking
sector: MKB Bank, Hungary, to acquire
control over Unionbank Commercial Bank;
Eurobank EFG Holding, Luxembourg, to
acquire DZI bank; Piraeus Bank Bulgaria, to
acquire the retail banking business of ING
Bank H.B.-Sofia city branch; Piracus Bank
Bulgaria, to acquire control over the leasing
company Dirent Bulgaria; Setelem S.A.,
France, to acquire control over Jett Finance
International, Sofia — consumer finance;
KBC Bank H.B., Belgium to acquire sole
control over Economic and Investment bank
and Allied Irish Banks Public Limited
Company (AIB), Ireland, to acquire control
over Bulgarian-American Credit Bank.

After the accession of Romania to the EU
and the liberalization of the service market,
foreign institutions have expressed their
intention to have direct banking activities on
the Romanian territory. The Competition
Council, as national competition authority,
enforces and ensures the application of the
national and Community rules on
competition.

Next we
concentration
Romania.

summarize the  main
in banking operations in
Millennium Bank started its



activity on the Romanian market on October
11, 2007, by simultaneously opening 39
branches in Bucharest and in other eight
cities of the country. Before 2007, there was
some foreign entrances in the Romanian
banking system after the privatizations of
certain Romanian state banks, such as: Banca
Romana pentru Dezvoltare (BRDGSG)
bought by Société Générale and Bancpost in
1999, bought by a consortium formed by
General Electric Capital Corporation (35%)
and Banco Portugues de Investimento (10%);
Banca Agricola bought in 2001 by
Raiffeiesen Bank and Banca Comerciald
Roména whose privatization process last
between 2003 and 2006, when Erste Bank
took the biggest bank of Romania. Also OTP
Hungary overtook RoBank in 2004, the first
acquisition of a bank with private capital in
Romania. [5]

In 2010, in Bulgaria there were 30 banks
and in Romania 32, which shows a
resemblance between the two countries on
the structure of the banking system.
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Above review of literature gives us the
empirical substance to one of the theoretical
advantages  which is  claimed for
concentration ratios as a measure of market
structure.  Since the importance of
concentration ratios arises from their ability
to capture structural features of a market,
these are therefore often used in structural
models explaining competitive performance
in the banking industry as the result of
market structure. Concentration ratios are
also able to reflect changes in concentration
as a result of the bank’s entry into the market
or its exit from it, or caused by a merger.

Concentration Ratio (CR3): Three-Bank
concentration ratio equals to the sum of the
assets, or deposits, of the largest three banks
in a given market divided by the total assets
of that market, as in equation:

CR3 = The Largest Three Banks' Assets /
Market's Assets

Chart 2: Concentration Ratio (CR3) in Romanian and Bulgarian banking system
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The Romanian and Bulgarian banking
sector remain relatively concentrated. Top-
three banks (in terms of assets) held in 2010:
43,1% of aggregate assets on the credit
institutions’ balance sheets in Romania and
37% in Bulgaria. As we see from the chart
above, the banking system in Romania is
slightly more concentrated than in Bulgaria.

[6]
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5. Conclusions

The competition in the Romanian banking
system increases continuously in the last
years. The main factors which have
influenced  this  process  were: the
privatization of the majority of state capital
banks and the perspective of accession of our
country in the EU.

Consolidation in Bulgarian banking sector
was moved by objective system features.



Harmonised with the acquis communautaire
regime of carrying out business and
supervision, as well as public finance
stability, growth prospective and level of
services attracted big European banks in a
market, where physical presence (offices and
branches) is crucial.

There is a positive correlation between
bank performance and market concentration.
From a social viewpoint, bank concentration
creates an environment that can reduce social
welfare. This is an issue that has important
public policy implications. Since the market
structure in Romanian and Bulgarian banking
system 1is still relatively concentrated (due to
the value still high of the indicator CR3 -
Market share of the top three banks in total
assets), public policy should focus on
increasing competition such as discouraging
mergers and acquisitions.
6. References
[1] Institute of Mergers, and

Alliances (IMAA), 2014
[2] Maud van Gaal and Shigeru Sato, “Orix to

Buy Rabobank Asset-Management Unit for

$2.6 Billion”, Bloomberg, February 2013
[3] Swati Malaker, “Mergers & Acquisitions in

Acquisitions

Banking: How to Steer Through the
Turbulence”, 2014

[4] CE, ,,Guidelines on the Assessment of
Horizontal Mergers under the Council

Regulation on the Control of Concentrations
between Undertakings”, 2004

[5] Cecilio Madero Villarejo, “Recent trends in
EU merger control”, 7th International
Conference on Competition Law and Policy,
Beijing 1 June 2011

[6] OECD, Competition, Concentration and
Stability in the Banking Sector”, 2010

[7] Capraru Bogdan, “The Romanian Banking
Competition and the Accession to EU”, 2010

[8] BSCEE, “BSCEE Review 20117

79

“Ovidius” University Annals, Economic Sciences Series
Volume XV, Issue 1 /2015



“Ovidius” University Annals, Economic Sciences Series
Volume XV, Issue 1 /2015

Causality-Based Frameworks for Sustainable Development Indicators:
Strengths and Weaknesses

Ghita Simona
Academy of Economic Studies in Bucharest - Department of Statistics and Econometrics
simona.ghita@csie.ase.ro

Abstract

In order to systematize and organize the
information needed to analyze sustainable
development problems and also to select the
most suggestive indicators, there were
developed several model-frameworks, on
which to overlay systems of statistical
indicators for quantifying sustainability.

This article analyzes in a comparative
manner four frameworks based on cause-
effect  relationships, reflecting  their
advantages and disadvantages: PSR, DSR,
DPSIR and DPSEEA. The models are
already used by international organizations
with responsibilities in official statistics, as
well as by numerous national statistical
offices of European and Non-European
countries.

The paper indicates the strengths and
weaknesses of each framework, focusing on
aspects that can be taken from each model-
framework to be combined into a new hybrid
model-framework, able to provide a
quantitative characterization of sustainability
aspects.

Key Words: sustaintable development,
causality-based framework, driving force-
pressure-state-impact-response indicators.
J.E.L. Classification: Q01, Q51, Q56, Q57.

1. An introduction to framework-models
of sustainable development indicators.
Literature Review

The necessity of coherent development of
indicator-systems of sustainable development
was focused on configuring framework
models gradually improved in step with
increasing emphasis on the concept of
sustainable development. The concept of
"sustainable development”, born with the
Brundtland Report (1987), was based on the
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principle of ensuring a balance between the
three main pillars: the economic pillar, the
social pillar and the environment pillar, in a
spatial and temporal coordinate. Indeed, this
balance must be assured for both present and
future (temporal component), as well as
inside and outside the national borders of the
states (spatial component) [1] [2]. After this
time, international institutions  with
responsibilities in the development of official
statistics (Organization of Economic Co-
operation and Development-OECD, United
Nations Organization - UNO, European
Commission - EUROSTAT, the European
Environment Agency and others), national
statistical institutes of the world countries,
many researchers and scientists have turned
their research into the possibilities of
quantification of sustainability by developing
a system of statistical indicators.

These frameworks have been applied in
designing systems of statistical indicators in
many areas (engineering, economics,
business, politics, etc.), each of them having
advantages and disadvantages. Bushra
Waheed, Faisal Khan and Brian Veitch
(2009) classified the frameworks used in
projection of indicator-systems of sustainable
development into six categories: ¢ objective-
based; ¢ impact-based; ¢ influence-based;
process-based or stakeholder-based;
material flow accounting and lifecycle
assessment; ¢ causality-based frameworks
[3].

Most frameworks were developed in the
last 15-25 years, remaining in the
experimental stage [3]. Others, however,
have been the subject of numerous studies
and have applications in multiple domains.
For instance, linkages-based models based on
causal relationships between phenomena and
processes in the studied area, which are, also,
the subject of this article.

The latter frameworks have in common
that they all allow highlighting and
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explaining the phenomena and processes of
sustainable development, by identifying the
cause-effect relationships, the connections
between them. They differ, however, from
each other, by the way in which they
highlight the main dimensions of sustainable
development, relationships, by the way in
which they categorize and group the various
subcomponents of sustainable development,
by the emphasis they put on different
components of cause-effect chain.

OECD has taken over an adapted version
of PSR framework, and applied it in the
study of environmental issues. In 1989/1990
the validity and efficiency of the PSR
framework were reviewed by several OECD
countries [4], and the framework was further
used in structuring a system of environment
statistical indicators, both “core-set” and
“sectoral” indicators. In Carr et al. (2007) it
is mentioned that this frame “tended to push
aside natural variability, as there was no
place for it in the PSR classification
schemes", because of the anthropocentric
orientation of the model [5]. The United
Nations Commission on  Sustainable
Development has replaced the term
"Pressure" with "Driving Forces", in order to
widen, to extend the meaning of the concept.
The PSR model has become the DSR model
(Driving Force - State - Response). Bowen
and Riley (2003) have shown that a
disadvantage of the PSR and DSR models
was that they did not explain well enough the
determinants, the causes  generating
environmental pressures and neither the
underlying reasons behind the company's
response, as a reaction to the environmental
changing conditions [6]. These problems
were solved by creating a new framework for
structuring a statistical indicators system of
sustainable development: DPSIR (Driving

Force - Pressure - State - Impact -
Response), used by the European
Environment Agency (1999) and

EUROSTAT. Scheren et al. (2004) used this
framework to investigate the environmental
pollution in Ebri Lagoon in Cote D'lvoire [7].

Rekolainen et al. (2003) [8] have
launched some criticisms of DPSIR
framework, referring to the fact that the
model does not take into account the high

dynamic developments in the studied
systems. As such, the World Health
Organization (WHO) amended DPSIR
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framework model, developing a new model
called DPSEEA (Driving Force - Pressure -
State - Exposure - Effect - Action), covering a
wider range of cause-effect relationships in
health and environment domains [9].

2. Frameworks used in projecting
indicators-systems of sustainable
development

The development of a system of
indicators in sustainable development domain
is achieved through its transposition to an
appropriate framework, so that data can be
better organized, systematized, and the most
relevant information can be selected in order
to quantify various sustainable development
aspects. Thus, the indicators obtained better
meet the established requirements and
objectives, in order to fully satisfy the needs
of decision makers, policy makers and the
public. Framework facilitates highlighting
and explaining the connections, the
interactions between different sides of the
sustainable development.

Researchers have developed over time
more frameworks, based on different
principles and have been used them to
support the construction of various statistical
indicators systems of sustainable
development. Further, the author presents
several important frameworks:

PSR framework (Pressure-State-Response)

The model was developed in the 70s by a
Canadian statistician, in order to quantify and
analyze the interactions between the
pressures on the environment, environment
status and how society reacts to these
pressures. This framework was adopted and
used by the OECD Environment Directorate -
State of the Environment Division, which
later reassessed and revalidated the
framework, and used it in developing
statistical indicators system for environment.

The PSR is a matrix in which the
indicators are organized into three categories:
indicators  that reflect environmental
pressures (Pressure), indicators of
environmental status (State) and the response
indicators that quantify the reactions of
society in order to restore the state of the
environment and to bring it within normal
limits (Response). On the other hand,



indicators capture the interactions between
the three categories: human activities put a
certain pressure on the environment, have
certain influences - most of them negative -
on the environment; these pressures cause
changes in the state of environmental
components; these changes affect people's
lives and cause different responses, reactions
that may fix the problems.

DSR framework (Driving Force-State-
Response)

The DSR framework is a variant of the
PSR model, which differs from it in that the
term "Pressure” was replaced with "Driving
Force" or "Drivers"; this substitution was
meant to eliminate the negative connotation
of the term "Pressure”, as the term "Driving
Force" may include human activities with
positive effect, besides those with negative
effect on the environment. The model is used
by United Nations Commission for
Sustainable Development, in developing its
system of statistical indicators of sustainable
development. It allows a better analysis of
the links between Driving Force, State and
Response, facilitating a clearer understanding
of the causes of environmental pressures.

DPSIR (Driving Force-Pressure-State-
Impact-Response)

The DPSIR scheme provides a more
detailed analysis and adjustment of
sustainable development issues, a clearer
relationship between the environment and the
human factor; it is used by EUROSTAT for
developing its system of statistical indicators
of sustainable development. Indicators
structured by this framework  give
information on: causes (human actions) that
influence the environment state (DRIVING
FORCE); the result of these actions, meaning
the environmental pressures (PRESSURE);
the state of environmental components
(STATE); the impact of changes resulting
from the environment quality (IMPACT); the
company's response to these environmental

changes (RESPONSE). Developing of
statistical indicators of  sustainable
development projected on the DPSIR

framework and providing related data and
information, represent a  result of
collaboration between the two institutions /
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European organizations: EUROSTAT and
European Environment Agency.
EUROSTAT has responsibilities in data

management belonging to the "Driving
Force", "Pressure" and "Response"
categories, while European Environment

Agency focuses on indicators of the "State"
and "Impact" categories. The concept of the
framework was originally developed by
Organization for Economic Cooperation and
Development (OECD) - 1994 and is today
used as a basis for most systems of statistical
indicators for sustainable development,
developed by national statistical institutes
and by international organizations.

Figure 1.
Framework.

Components

of DPSIR
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EIEER IR T T
FRRLE

LEACT

p =) [ e af thonpr entrwunial candiizn

- - |

Oz tha ez cgrral
Atz sLmu e

Fanogsems Froronmient Aserce |

Source: made l;y the author.

Existing studies indicate the following
DPSIR framework advantages: transparency
and simplicity that facilitates the
collaboration among scientists from different
fields, due to the complexity of causal
relationships, leading to a need for a
multidisciplinary approach (biology,
chemistry, economics, physics, politics,
social sciences, etc.). Also, the model treats
the connections between society and the
environment in a simplified manner, winning
by clarity. Environmental issues through the
DPSIR framework are centred on human-
being. The model establishes a connection
between political objectives and
environmental problems involving causal
relationships between factors [10] [11].


http://www.insse.ro/

DPSEEA framework (Driving Force-
Pressure-State-Exposure-Effect-Action)

The DPSEEA framework was developed
by the World Health Organization (WHO) by
adapting the DPSIR framework, in order to
construct the statistical indicators system for
sustainable health and environment. The
model highlights a wide range of causal
relations in environment and health domains.
World Health Organization and some of the
European countries have used this framework

to develop indicators of environmental
health.
Figure 2. Components of DPSEEA
Framework.
DRIVING FORCE Prevention
PRESSURE Risk Management
z
STATE Environmental " :
Improvements B =
e
EXPOSURE Protection
EFFECT Correction

Source: adapted after Bushra Waheed, Faisal
Khan and Brian Veitch, Sustainability, 2009.

As seen in the above figure, the
specificity of this model comes from the fact
that policy makers, stakeholders (regardless
they belong to the government, private
households or firms) may take some actions
to adjust any problems at any level (Driving
Force, Pressure, State, Exposure and Effect),
having a feed-back role. The model allows
the inclusion of indicators that reflect how
the environment state is altered by pressure
from human activities (Exposure) and the
effects of this exposure (Effect). In other
words, the model breaks down the "Impact"
category in two categories: "Exposure" and
"Effect", making it more explicit.

DPSEEA framework has the following
advantages: it explains and covers a wide
range of causal relationships between
monitored phenomena; allows a
multidisciplinary  approach  of  causal
relationships, using the experience of
specialists in several fields; enables actions
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with feedback role at all levels; it is a flexible
and adaptable model for many areas; unlike
previous models, the DPSEEA focuses more
on the impact between human activities that
generate environmental pressures, detailing
the manner in which the environment is
exposed to human pressures and the effects
of this exposure.

3. Comparisons between the four
frameworks

None of the frameworks presented above
is perfect for developing a system of
statistical ~ indicators  of  sustainable
development, each has their own advantages
and disadvantages. All models are based on
cause-effect relationships, focusing more or
less on one side of this causality. All four
models generate information through the
indicators included in each framework. They
facilitate the integration -in a systemic
approach- of the causes of environmental
problems, of the impact on the environment,
of the environmental status, of the response
of various stakeholders to solve these
problems. Framework-systems enable the
communication of all information obtained to
decision-makers, using an  organized
indicators-system and also help the
formulation of economic and social policy
measures, meant to adjust the encountered
problems.

It is also possible, in some countries, a
combined usage of several frameworks,
obtaining a more complex hybrid model,
better focused on the specificity of
sustainable development problems of the
various nations.

Table 1. Comparisons between
sustainability-indicators frameworks.

Framework

Category DPSIR

[ DPSEEA

Driving Force

Pressure

State

Exposure

Impact/Effect
Response/Action

Source: made by the author

4. Conclusions and future work

The analysis performed shows that there
is no perfect model-framework that can be
used in designing a system of statistical
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indicators of sustainable development, but
each of these models has its strengths and
weaknesses. The first two models, PSR and
DSR, although they are among the first
models based on causal relationships
between the monitored phenomena, they are,
despite the simplistic approach, appreciated

and used by major international
organizations, in designing their statistical
indicators systems of sustainable

development. PSR framework is used by the
OECD and DSR framework is used by the
United Nations Commission for Sustainable
Development. The last two frameworks
(DPSIR and DPSEEA) are further developed
by improving the first two models; they
address -in more detailed manner - a wider
range of cause-effect relationships. Thus, in
the DPSIR framework (which represents the
basis for the indicator-system of sustainable
development, developed by EUROSTAT, in
collaboration with the European Environment
Agency), the indicators are divided into six
categories: indicators of driving forces
(Driving Force), indicators of the pressures
exerted on the environment (Pressure),
indicators of the environment state (State),
indicators of the impact (Impact) and
indicators of the responses of society in
solving environmental problems (Response).

Two major criticisms on the DPSIR
framework has been highlighted by
researchers: the first aimed at the reduced
importance of local, regional information and
actions; the second refers to the fact that the
model does not allow considering the role of
social diversity on sustainability (population
structure by gender, social and economic
security of women, concern for child birth,
women's access to education and training).
However, many international organizations
with responsibilities in official statistics, and
many national statistical offices considered
this framework appropriate for designing the
statistical indicators system of sustainable
development.

The DPSEEA framework is an upgraded
version of the DPSIR framework; it captures
driving forces (causes for the changes in the
environment state) in a more detailed
manner. It divides the "Impact" category in
two categories: "Exposure" and "Effect".

Each of the presented frameworks can be
used separately or in combination with other
models, to design an indicator-system of
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sustainable development. The author of this
article will continue the research with the
identification of a framework for designing a
statistical indicators-system for sustainable
tourism.

5. References

[1] Becker, B., Sustainability assessment: A
review of  values, concepts, and
methodological approaches. The World
Bank: Washington, DC, USA, 1997; pp. 66.

[2] Sahely, H.R., Kennedy, C.A., Adams, B.A.,
,Developing sustainability criteria for urban
infrastructure systems”, in Canadian Journal
of Civil Engineering, 2005/32, pp. 72-85.

[3] Waheed B., Khan F., Veitch B., ,Linkage-
Based Frameworks for  Sustainability
Assessment: Making a Case for Driving
Force-Pressure-State-Exposure-Effect-Action
(DPSEEA) Frameworks”, in Sustainability
2009/1, pp. 441-463.

[4] *** Using the pressure-state-response model
to develop indicators of sustainability -
OECD  framework  for  environmental
indicators, OECD Environment Directorate —
State of the Environment Division, 2011.

[5] Carr E.R.,, Wingard P.M., Yorty S.C,
Thompson M.C., Jensen N.K., Roberson J., ,,
Applying DPSIR to sustainable
development”, in International Journal of
Sustainable Development & World Ecology
14 (2007), pp. 543-555.

[6] Bowen RE, Riley C., ,Socio-economic
indicators and integrated coastal
management”, in Ocean & Coastal
Management 2003;46(3—4), pp. 299-312.

[7] Scheren P, Kroeze C, Janssen F, Hordijk L.,
Ptasinski KJ., ,Integrated water pollution
assessment of the Ebrie Lagoon, Ivory Coast,
West Africa”, in Journal of Marine Systems
2004;44(1-2), pp. 1-17.

[8] Rekolainen S, Kimiri J, Hiltunen M.,
Saloranta TM., ,,A conceptual framework for
identifying the need and role of models in the
implementation of the Water Framework
Directive”, in International Journal of River
Basin Management 2003;1(4), pp. 347-52.

[9] Corvalan, C.F., Kjellstrom, T., Smith, K.R.,

,Health, environment, and sustainable
development — Identifying links and
indicators to  promote  action”, in

Epidemiology 1999, No. 10, pp. 656-660.
[10]Giupponi C., 2007, ,Decision Support
System for Implementing the European
Water Framework Directive: The Mulino
approach”, in Environmental Modelling and
Software 22(2), pp. 248-258.

Smeets E., Weterings R., Environmental
Indicators:  Typology  and  Overview,

[11]



“Ovidius” University Annals, Economic Sciences Series
Volume XV, Issue 1 /2015

European Environment Agency,
Copenhagen, Report No. 25, 1999.

85



“Ovidius” University Annals, Economic Sciences Series
Volume XV, Issue 1 /2015

Youth Unemployment in European Union

Grecu Mihaela
Bucharest University of Economic Studies, Department of Statistics and Econometrics
mihaela_grecu24@yahoo.com

Titan Emilia
Bucharest University of Economic Studies, Department of Statistics and Econometrics
emilia_titan@yahoo.com

Abstract

The unemployment among young people
is a phenomenon that affects a lot of
countries.

This paper aims to create a classification
of some European Union countries and to
discuss the posible factors that pottentialy
lead to a higher unemployment rate among
young people, by taking into consideration
the unemployment rate, the GDP rate and the
inflation rate. Based on the data provided by
Eurostat, the paper provides valuable
information regarding the unemployment
phenomenon among young people. The
statistical analysis was made by using some
hierarhical methods for a part of European
Union countries.

Keywords: unempoyment, tertiary educaion,
labor market.
J.E.L.: 123, J23,J24

1. Introduction

Unemployment spells early in a young
person's work life can have lasting negative
effects on future earnings, productivity, and
employment opportunities. It is important,
therefore, that  policymakers better
understand  the causes of  youth
unemployment so that they can act to reduce
unemployment among young workers and
help them build the skills necessary to regain
their footing in the labor market. [1]

The youth unempoyment rate is an
imporant aspect that needs also to be studied
from the perspective of the education’s
implications. For young people these periods
are doubly troubling, not only are they the
first targets of job cuts but also their
transition from school to the job market
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becomes almost impossible. [2] Youth
unemployment is increasing because firms
prefer employing already qualified and
experienced workers. In this context,
particular importance should be given to the
relationship between education and labour
market requirements so that imbalances such
as over-qualified, under-qualified, over-
education and  under-education,  skill
obsolescence, skill shortage, skill gap should
be avoided. [3]

High rates of youth unemployment in
many European Union countries do not have
to be attributed exclusively to the economic
crisis but to imperfections in the labour
market. [4]

It is also known that not all the countries
were affected in the same manner by the
global economic crises. In countries like
Spain and Greece, one of the possible factors
that lead to higher values for the youth
unemployment rate can be associated with
the the global economic crises.

2. Data and methods

We used some hierarhical methods in
order to create a ranking between some
European Union countries. The hierarhical
methods used are: the rank sum method, the
relative distances method and the real rank
method.

The indices were obtained from Eurostat
and the countries included in the analysis are:
Bulgaria, Denmark, Germany, Greece, Spain,
France, Italy, Latvia, Lithuania, Poland,
Romania, Slovenia, Slovakia, United
Kingdom. [5] The selection was made by
taking into consideration the cultural
similarities, the level of development of each
country. The data was registred for the years
2006, 2007 (were we did not have
information for 2006 available) and 2014.
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The indices included in the analysis are
the youth unemployment rate — for the young
people aged 25-2 years, the inflation rate and
the GDP per capita. We chose this age range
due to the fact that the number of tertiary
education graduates has an ascending trend.
The last two indices included in the analysis
were chosen due to their importance for the
development level.

3. Results and discussion

From the below picture we can observe
that the most affected countries by the youth
unemployment are Spain and Greece with an
increasing of 20.2 pp for Spain and 26.8 pp
for Greece. If we take a look at Romania we
can conclude that it is not affected by the
global economic crises (in 2014 the
unemployment rate was 10.5%, while in
2006 was 9.4%) and neither can be
considered a lucky country of the actual
context. Romania is the country with the
lowest difference between the two years
included in this graph (the index increased
only with 1.1 pp). It seems that Germany and
Poland are not affected at all by the actual
economic context — for these countries the
youth unemployment rate has a decreasing
trend. Germany is known as a powerful
country, but Poland can be considered a
surprise.

Figure 1. Unemployment rate for people
aged 25-29 years

Unemployment rate for people aged

25-29 years
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Source: http://ec.europa.eu/eurostat.com

If we analyze the unemployment rate for
the graduates of primary studies in parallel
with the graduates of secondary studies and
with the graduates of tertiary studies we can
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observe that for almost every country we
have the following relationship:
unemployment rate for tertiary studies
graduates < unemployment rate for
secondary studies graduates <
unemployment rate for primary studies
graduates

Figure 2. Unemployment rate for people
aged 25-29 years with primary studies

Unemployment rate for people aged
25-29 years with primary studies
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Source: http://ec.europa.eu/eurostat.com

Figure 3. Unemployment rate for people
aged 25-29 years with secundary studies

Unemployment rate for people aged
25-29 years with secundary studies
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Source: http://ec.europa.eu/eurostat.com

Figure 4. Unemployment rate for people
aged 25-29 years with tertiary studies
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Even if for some countries, the
unemployment rate for the young people with
higher education has a more accelerating
increase, this aspect does not discourage the
young people to attend a higher education
program. This thing is reflected in the
number of tertiary education graduates.

Figure 5. The number of tertiary
education graduates aged 25 to 29 years
Number of tertiary education
graduates
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Source: http://ec.europa.eu/eurostat.com

The increasing values for the number of
tertiary education graduates have a possible
negative aspect — the decrease of the
credibility of the diploma.

According to the above graphic, we can
conclude that almost in every country
included in the analysis, the number of
graduates is bigger in 2014 than in 2007. The
only country in which the number of
graduates is smaller in 2014 than in 2007 is
Spain. If we take a closer look at Romania
we can see that the number of higher
education graduates increased with 5.2 pp,
fact that strengthens the idea that the signal
of the diploma is getting dilute. The future
employers have to seek for alternative ways
to signal their productivity and their
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knowledge. Due to the large supply on the
labour market, the employees have to
differentiate the candidates in order to take
the best decision. That’s why the diploma is
not enough.

In order to underline more the situation in
some FEuropean Union countries for this
index — the unemployment rate among young
people, and also to make a ranking to see
where Romania is placed, we use as
statistical methods the ranking methods: the
rank sum method, the relative distances
method and the real rank method. The indices
included in the analysis are: the
unemployment rate for young people aged
25-29 years, the GDP and the inflation rate.
The data refers to the year 2014.

Table 1. The rank sum method

Country | Inflati | Unemploy | GDP | R Ra
on ment rate | per medi | nk
rate 25-29 capit | um
ranki | years a
ng ranking ranki

ng

EU 28 7 8 5 7 5

Bulgaria 13 10 14 12 15

Denmark 3 3 1 2 12

Germany 2 1 2 2 12

Greece 5 15 9 10 89

10
11
12

Spain 6 14 7 9 7

France 1 9 4 5 34

Italy 4 13 6 8 6

Latvia 14 5 12 10 89

10
11
12

Lithuani 15 6 11 11 13

a 14

Poland 10 7 13 10 89

10
11
12
Romania 15 4 14 11 13
14
Slovenia 9 12 8 10 89
10
11
12
Slovakia 8 11 10 10 89
10
11
12

United 11 2 3 5 34

Kingdo

m

Source: http://ec.europa.eu/eurostat.com
By using the rank sum method we do not
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obtain a very clear ranking — due to the
equality of the R medium, a lot of countries
have assigned the same rank.

If we apply the second ranking method,
we can conclude that the ranking is more
accurate, with different ranks for each
country. This second method of ranking has
also a disadvantage — all the indexes included
in the analysis have the same importance,
they receive the same weighting factor (1).

Table 2. The relative distances method

Country | K K K K Ra
Inflati | Unemploy | GDP | medi | nk
on ment rate | per um
rate 25-29 capit

years a

EU 28 1.046 2.23 0.599 | 1.118 6

Bulgaria | 1.236 2.36 0.127 | 0.719 | 15

Denmark | 1.016 1.56 1 1.165 5

Germany | 1.005 1.00 0.772 | 0919 | 10

Greece 1.037 6.69 0.357 | 1.354 2

Spain 1.045 4.97 0.500 | 1.374 1

France 1 2.30 0.711 | 1.177 4

Italy 1.032 3.87 0.583 | 1.326 3

Latvia 1.281 1.75 0.265 | 0.842 | 11

Lithuani | 1.212 1.80 0.272 | 0.841 | 12

a

Poland 1.087 1.93 0.235 | 0.790 | 13

Romania | 1.339 1.72 0.164 | 0.724 | 14

Slovenia | 1.074 2.97 0.397 | 1.082 7

Slovakia | 1.063 2.64 0.305 | 0.949 9

United

Kingdo 1.107 1.13 0.754 | 0.981 8

m

Source: http://ec.europa.eu/eurostat.com

The third method used is the real rank
method which is the most accurate one due to
the weighting factors applied for each index.
The weighting factors used in our analysis
are:

e Inflation rate = 0.2

e Unemployment rate 25-29 years old
-2 0.6
e GDP per capita = 0.2
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Considering that our main focus in this
paper is the unemployment phenomenon, we
assigned the biggest factor to this index (0.6).
The two other indexes have the same
importance, that’s why we assigned them the
same factors (0.2).

Table 3. The real rank method

Countr | Ri Ri Ri Med | Ra
y Infla | Unemplo | GD |ium | nk

tion | yment P rank

rate- | rate 25- | per

29 years- | capi
ta+

EU 28 | 2.896 4.026 4219 | 3839 | 5
Bulgari | 10.74
a 2 4.349 8 | 6358 | 13
Denma | 1651 2.372 1 1953 | 2
rk
Germa | 1222 1 2829 | 1.410 | 1
ny
Greece 10.73

2.535 15 6.153 | 8 15
Spain | 2.857 10764 | 5.010 | 8.032 | 14
France | 1.000 4.187 3322 | 3377 | 4
Ttaly 2331 8.061 4342 | 6171 | 11
Latvia 12.61

7 2.856 6.892 | 5.615 | 10

Lithua | 9.766 2.977 6.839 | 5.107 | 8
nia
Poland | 4.585 3.300 7138 | 4324 | 6
Roman 15.00
ia 0 2.775 7.701 | 6.205 | 12
Sloveni | 4.063 5.841 5837 | 5485 | 9
a
Slovaki | 3587 5.035 6.575 | 5.053 | 7
a
United
Kingdo | 5444 1323 | 2970 | 2476 | 3
m

Source: http://ec.europa.eu/eurostat.com

The final real medium rank indicates for
each country its position in the final rank and
also the distance between each country and
the other ones. For example, Denmark and
Germany are situated close one to the other,
while Spain and France are located far apart
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one to the other.

4. Conclusions

By applying the three ranking methods we
can conclude that the mst accurate method
used is the last one. The countries with a
situation that needs to be under observation
(regarding the indexes included in the
analysis) are Greece, Spain and Bulgaria.
Regarding Greece and Spain it is known the
fact that these countries are very affected by
the global economic crises. The Bulgaria’s
ranking is not a surprise, due to the fact that
this country it is known as being a less
developed country in European Union. In the
opposite part are situated countries as
Germany, Denmark and United Kingdom.
These countries are known as being the most
economically developed. Romania is situated
on the 12" place, far below the European
Union average. Considering that the
unemployment rate among young people did
not increase too much from 2006 to 2014
(from 9.4% to 10.5%), that the GDP per
capita increased from 2006 to 2014 (from
4600 euro per capita in 2006 to 7500 euro per
capita in 2014) and that the inflation rate
increased not too much from 2006 to 2014
(from 106.6 in 2006 to 154.71 in 2014) — it is
true that this is a negative aspect, but it not
has the same importance (weighting factor)
in our analysis, we can conclude that
Romania’s ranking cannot be put down to the
global economic crises. Romania is known as
being a medium developed country.
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Abstract

The Transatlantic Trade and Investment
Partnership or TTIP, is a negotiating trade
and investment deal between the two most
powerful economies in the world, namely
European Union and the United States.

Designed to cover three pillars on
subjects like market access, regulatory
cooperation and rules, the final agreement
would result in multilateral economic growth
by broadening rules, principles and models
of co-operation. Negotiations are held in
cycles that alternate between Brussels and
Washington.

The ninth round of negotiations took
place between 20-24 April 2015 in the State
of New York, where textual proposals were
analyzed and consolidated text was prepared,
representing a full working consensus of the
negotiation teams. Agreeing over TTIP will
ensure that EU and US will remain standard
makers rather than standard takers in the
future global economy.

Keywords: TTIP, EU, US, Regulations,
Market Access
JEL Classification: F510

1. Introduction

In early 2013, The United States and
European Union High Level Working Group
on Jobs and Growth started the necessary
procedures for initiating the negotiations over

a free trade agreement, namely the
Transatlantic  Trade and  Investment
Partnership (TTIP) and ‘“reached the

conclusion that a comprehensive agreement
that addresses a broad range of bilateral trade
and investment issues, including regulatory
issues and contributes to the development of
global rules ...”[1] should be brought to an
end.
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2. What is TTIP about

Deepening transatlantic integration is a
way to advance bilateral trade by covering
the mutual interest of both the United States
(US) and the European Union (EU),
following the old idea of liberalizing the
transatlantic trade and “jolt the world Trade
Organization (WTO) and its Doha Round in
the right direction”. [2]

The first round of negotiations was held in
Washington D.C. in July 2013, while the
ninth round of negotiations took place in
April 2015 in New York.

The aim of TTIP is to facilitate the
commercial exchanges of goods and services
between the two giants of the world economy
and to enhance investments on both sides of
the Atlantic, by removing trade barriers that
include tariffs and non-tariff measures such
as differences in regulations.

Together, EU and US have a tremendous
opportunity to advance mutual foreign policy
goals [3] besides the fact that in the present,
they  present  substantial  regulatory
differences, mainly reflecting dissimilar
concerns or approaches. Therefore, the
members of the civil society raised concerns
regarding the TTIP negotiations, that the
legal harmonization that could result after
concluding the negotiations of TTIP may
undermine the levels of protection in many
sectors, though in certain areas there might
be possible a convergence that would not
undermine the existing levels of protection in
the EU and the US. In order to support the
ongoing process, the European Commission
publicly affirmed that all the possible will be
done in order not to lower or endanger these
levels of protection.

Regulations represent laws that protect the
citizens from risks in the areas like health,
safety, environment and financial security.
By negotiating over the TTIP provisions, EU
and US wand to find common-sense ways to
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keep people protected by making the

regulations already set, more compatible.
3. How TTIP would work

TTIP acts on a large scale; EU consists of
28 member states, each with its own
particular interests that are pressing for trade
promotion or it’s protection, all this rising
from comparative advantage, history and raw
domestic political power. The treaty itself is
designed to have 24 chapters, grouped into
three parts. The desired scope of the
agreement is a vast one, including both
individual citizens and large and small
businesses by opening up the US to EU
companies, helping cut the red tape that firms
face when exporting and by setting new rules
to make it easier and fairer to export, import
and invest abroad. [4]

The improving access to the US market
includes helping EU companies, without
taking into consideration their sizes and the
object of activity to get a better access to the
market across the Atlantic. The target of the
TTIP is that after closing the negotiations, the
European firms would be able to win
government contracts and increase the
exports to the US along with enlarging the
imports of goods and services and investing
more easily in the US.

The regulatory cooperation implies
determining the regulators both in Europe
and United States to work more closely and
improve the quality and the results load. For
an European company to export to the US,
there is needed a set of rules and standards to
be respected. Even though these rules may
differ in their technical details or checking
procedures, often they ensure the same safety
and quality level. By endorsing the strict
protection levels of EU and US, the costly
procedures may be avoided and/or reduced to
minimum.

Prevention over this type of situation is
taken into consideration within the existing
TTIP negotiations, by checking on where the
existing standards match but apply
differently and recognize each other’s rules,
ensuring that the EU exports to US only have
to meet the EU regulations. The process of
meeting such a result implies drawing rules
that stand on a common base and dually
recognized by both sides of the negotiations.
These actions will safeguard the regulators’
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independence, respecting the precautionary
principle and the governments’ right to
individually regulate by obeying the common
base of rules.

The ultimate purpose of TTIP is
represented by the new rules, that concern
with making the cooperation between EU and
US easier and fairer. This aspect implies a
fully benefit from TTIP in the case of small
companies, by enabling the process of having
access at the needed energy and the raw
materials on the other side of the Atlantic, by
protecting  their intellectual property,
investing in a safe and confident manner and
ultimately save money and time at customs
by doing the necessary paperwork. The rules
that will be set out following this process will
highlight the sustainable development by
protecting people’s rights at work and the
environment and will create and maintain a
secure formal system addressed to the civil
society that includes business bodies, trade
unions and consumer and green groups. At
long last, the new rules will create a
mechanism designed to avoid the disputes
between governments both in EU and US and
increase the population credibility towards
the imports, exports and investment
activities.

Europe is currently facing big challenges,
counting the kick-starting of the economy,
responding to close borders conflicts,
adapting to the globalization process and the
challenges of the emerging economies and
struggling to maintain and increase its
influence in the world.

EU’s experience of reaching trade
agreements in the past, suggests that TTIP
would help generating jobs and economic
growth across the FEuropean Union and
reduce prices while increasing offer on the
markets. By using an European approach,
TTIP would help the Union to influence the
world trade rules and project EU’s values
across the Globe.

On the other side, EU has to ensure that
the imported products from across the
Atlantic meet the same standards as on the
European continent, in order to protect the
health and safety of the people and also
respect the environmental standards of
protection. If TTIP will be concluded, EU
governments will be able to maintain their
rights to adopt laws, rules and regulation and



protect the nationals, the environment and the
public services.

4. The impact of TTIP over third countries
economies

“Free trade between big economies has
bigger effects than trade deals between
smaller economies”. [5] TTIP is designed to
benefit not only the parties — EU and US, but
all the economies worldwide. Regarding the
advantages, reaching on an agreement with
the US, TTIP would create jobs and boost
EU’s influence in the global trade.

The European Union and United States
share the largest bilateral trade relationship in
the world, meaning that they represent the
top export markets one for another. Agreeing
over TTIP would make especially for the
smaller companies to be easier and cheaper
to export in the US, import goods and
services and obtain investments from the US.
In March 2013, the European Commission
ran an independent study in order to outline
the benefits of the EU-US trade agreement,
not only for the two trading economies, but
on a global level. It concluded that TTIP
would generate growth by creating jobs and
help the small EU companies to compete
internationally and encourage them to
innovate.

Increasing the investment level, it would
result into an automatically increase in the
EU -US flexibility on the international
markets. TTIP proposes stable and permanent
rules regarding trade, granting the EU with
the certainty towards US investors, altogether
resulting in an increase of certainty and
diversity of energy sources in Europe. In this
respect, US investment in the EU would
increase and offer a new infrastructure the
European economy needs.

In regard with the global trade, TTIP
would encourage developing new regulations
by working internationally with regulators,
achieve standards, update the existing
regulatory EU-US frame and assemble a new
set of high standards, creating a basis for the
international regulators. Due to the fact that
EU-US trade accounts for about 40% of the
global trade, enabling the new approach
consisting in rules and regulations, would
determine states across the globe to adopt
similar behaviors. [6]
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EU and US share a long lasting trade
relationship, due to which they reached to
adopt many common values, like promoting
human rights, adopting a transparent manner
of governing reflected in the market’s
characteristics, which are well determined
and enjoy a free and fair competition.
Ultimately, the EU-US relationship values
the protection of people’s rights at work and
also respect and obey the environmental
rules. These aspects stand on the base of
TTIP that will moreover include areas
regarding the global trade that are not
covered by the World Trade Organization
(WTO), such as competition policies, the
trade role in promoting sustainable
development and free access to energy
markets. TTIP also proposes the protection of
people and planet by ensuring commitment to
international trade rules while taking into
consideration the protection of endangered
species, the environment as a whole along
with people’s health and the working
conditions. TTIP proposes the idea of a rule
that would prevent weakening each side’s
standards in order to lower the costs of
production and delivery and to protect the
existing regulation and amend it by inserting
novelty and refining quality.

Agreeing over TTIP rules and regulations,
would imply a better value of the products
and services along with an increased variety
of choices on a smaller cost. These aspects
would help companies to compete globally
while making their final products and deliver
the services in more favorable conditions.

5. Concerns over TTIP agreement

TTIP is addressed not only to people in
the EU and US, but also to the ones across
the Globe. Considering this issue, there are
concerns raised in regard with international
standards, public services or investor’s rights.

Companies making business in EU or US
have strict standards to meet in areas like
environmental protection, food safety or
people’s working conditions. One of the
problems when exporting from one side of
the Atlantic to the other consists in standards
that are the same both in EU and US, but the
rules that apply it are different. TTIP
proposes the uniformisation of rules into this
area, so the costs of exports from EU to US
and vice versa to be cut and the trade activity



encouraged. TTIP would protect the existing
high standards by sheltering the EU’s
regulators independence, endorsing the
precautionary principle and ensuring the
national governments’ rights to pass new
laws in the future in order to protect people.

TTIP would also rule in the area of public
services, like hospitals and schools, by
ensuring that governments will still be able to
run these services by using their own national
rules and customs.

Altogether, EU countries agreed over
1400 agreements in order to encourage
foreign investment. The preset rules grant
overseas investors with certain rights,
through which may be named Investor State
Dispute Settlement (ISDS) which deals with
unequal treatment as the nationals. In a
certain case, ISDS grants the investor with
the right to ask an international arbitrator that
in the case of unfair behavior, makes the
government to pay a compensation.

TTIP aims to improve this system by
defining “unfair treatment” more clearly and

strengthen EU governments’ right to
regulate.
TTIP implies three main stages in

negotiating, namely mandate, negotiation and
decision. The first step implies the
negotiation of EU Governments with the
European Commission that has the attribute
of being the EU’s civil service. This process
implied guidelines given by each of 28
Governments of the member states to start
the negotiation in July 2013. The next step is
the longest in time, negotiation of trade deals
involving in certain cases, several years. In
the case of EU’s TTIP Team, negotiation
involves meetings with the United States’
Trade Representative team of negotiators,
swapping written proposals and drafting final
results. The next step implies both EU
governments and a Member of the European
Parliament (MEP) to take a final decision
that comes with a double democratic
guarantee.

The talks started in June 2013, continuing
with nine negotiation rounds with the US
counterparts and  backed off  with
consultations and events designed for the
stakeholders and the public, that took place
both in between and during negotiations.
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6. The process of the 9™ Negotiation
Round

During 20-24 April 2015, in New York,
New York, EU and US negotiators joined
together in order to discuss about the ninth
negotiations round of TTIP, not long after the
Congressional Trade legislation and the
Trans Pacific Partnership (TPP) debates took
place. Partly, there were discussed market
access issues surrounding tariffs and
government procurement, but most of the
emphasis was on the regulatory cooperation
and rules chapters on TTIP. [7]

EU and US are still in disagreement over
approaching regulatory text. EU’s concerns
mostly regard with creating a mechanism for
engagement between governments’
regulatory bodies while the interest of the US
focuses more in establishing “good
regulatory practices” obligations. [§]

On Market Access, the discussions have
continued on subjects like tariffs, agriculture,
trade in goods and public procurement,
without covering the services area, for which
reason in the 10" negotiations round an
exchange of revised offers will be presented.
In the tariffs negotiation area, a product
review of the tariff offers was carried out,
granting both sides with the possibility of
explaining the rationale behind the treatment
of categories in the presented offers. The
agriculture subject included discussions
where issues like wine and spirits tariffs were
touched. Trade in goods negotiation resulted
in narrowing differences between parties’
proposals including waiver of customs duties,
remanufactured goods and import/export
licensing. The Public Procurement area
covered two days of technical discussions
where there were clarified the existing
market access commitments. The EU and the
US are supposed to use a combination of a
positive list approach, which the EU
traditionally uses, combined with a negative-
list approach mainly used by the US. [9]

The Regulatory cluster covered all the
horizontal aspects like sanitary and
phytosanitary measures (SPS), technical
barriers to trade (TBT’s) and Regulatory
Coherence, and covering in depth all the nine
sectors provisioned by the regulatory pillar.
Following the temporal factor, in SPS area of
negotiations, the state of pending applications
was reviewed in addition to discussions



meant to clear the meaning of the text
proposals.

On the Regulatory Coherence area, EU
presented its revised text on regulatory
cooperation, insisting on clarification of
terminology and identifying priorities for
future cooperation. TBT area focused on
eliminating duplicative testing for
manufacturers, supported by the US new
proposal that pretends to be added to existing
language. [10] EU and US continued the
discussions on the four areas of Cars
negotiations, focusing on safety rules and
mutual recognition. In the area of Chemicals,
two pilot projects made progress, the
discussions mainly covering clarifications on
both sides in respect with the future
provisions. EU and US assessed the
equivalence of the Good Manufacturing
Practices (GMP) system, process that will be
continuously audited by representatives of
the Member States during 2015. On Medical
Devices area, EU presented its position
paper, and answered to clarifications needed
by the US representatives. The main EU
objective on Cosmetics area consists the
safety assessment methods and the
authorization procedure in the US.
Discussions continued on the Textile safety
requirements, US showing a special interest
for non regulatory issues in this sector, such
as tariffs and rules of origin. The Information
and Communication Technologies (ICT)
covered different EU and US initiatives on
the areas of encryption, e-labelling and e-
accessibility, but a final structure has not be
agreed upon. In the Engineering negotiation
area, both parties’ representatives discussed
possible areas of cooperation. As for the
Pesticides, negotiations continued aiming to
consolidate the basis of collaboration, but
have not made considerable progress.

Rules area of negotiation covered six
subjects. On the Energy and Raw Materials,
EU and US worked in making a list of
possible areas to be covered in TTIP.
Customs and Trade Facilitation area, further
progress was made related with the
consolidated text. Intellectual Property
Rights (IPR) were touched trough two
proposals submitted by the EU, followed by
technical questions and updated on the
corresponding legislative process. Both sides
had difficulties when discussing about
Geographical Indicators (GI’s), in opposition
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with the Small and Medium Enterprises
(SME’s) topic, where the cooperation
provisions are subject to final review. The
US argued that GIs are a matter of
intellectual property (IP), which means that
any IP holder is supposed to pay for the
enforcement of its rights. [11] The state-to-
state Dispute Settlement chapter consisted in
constructive discussions, aiming to establish
an effective mechanism meant to solve any
possible disputes that might disturb the
Parties workload on the interpretation and
implementation of TTIP.

An Important element of TTIP would be
the rules development, meant not only to

govern the EU-US  bilateral trade
relationship, but to also contribute in
establishing global rules and standards

covering interest areas, and also followed by
the third countries.

The next round of negotiations should
take place on mid-July in Brussels,
continuing discussions on the reviewed
proposals and covering negotiations over the
three broad areas TTIP is supposed to cover
after concluding.

7. Concluding remarks

The long expected TTIP is a promising
political undertaking, meant to benefit both
EU and US, along with the third countries.
This step is only going to succeed mainly if
negotiations in the areas of regulations and
standards will come to an end. In order not to
change the actual course of international
trade and disadvantage as a consequence the
third country producers, EU - US negotiated
standards should also be open for them.

TTIP open regulatory regime could be
beneficial for the global trade, mainly due to
the fact that it represents a major trade
agreement designed to integrate both sides of
the Atlantic economies, as long as third
parties.

Regional economic integration is
supposed to increase the economic activity
and trade between EU and US, by stimulating
trade through mutual recognition of product
standards and regulations.

The potential effects of  the
abovementioned trade deal occur under the
influence of three main characteristics — the
enormous sizes of both involved economies,



extensive intra-firm trade between them and
high levels of intra industry trade.

Currently, the applied trade tariffs in the
EU and US are low, but sectoral differences
and tariff peaks are present. This is why the
desired regulation harmonization can be seen
as a double edged blade. TTIP is designed to
reduce transaction costs and removal of the
trade barriers to the transatlantic trade, but
ante-harmonization reduces the benefits of
regulatory competition.

Third countries and the desired non
discrimination is previewed though an open
mutual recognition agreement that allows all
the foreign competitors to choose between
EU and US standards, the third parties being
granted with the standard recognition of the
product in all TTIP countries.

TTIP aims on reducing non-tariff
measures and regulatory differences in order
to unlock economic gains for both EU and
US than a reduction in traditional tariff
duties. The desired scope is negotiating
market access in services that according to
the HLWG report, will reach the “highest
level of liberalization captured in existing
FTAs”. [12]

The effect of the TTIP on low income
countries is expected to be small, the
harmonization and standards  mutual
appreciation will not be discriminating if
correctly applied.

The ninth negotiations round that took
place on April 2015 in New York, continued
the discussions around all the three pillars
structured in 24 chapters TTIP is designed to
touch: market access, regulatory cooperation
component and rules. Regulators, businesses
and citizens across the Atlantic are altogether
going to be under the effect of aligning
existing and future rules in order to regulate
requirements that are currently affecting
trade or investments.

The negotiating teams are likely to next
meet for the 10" negotiation round in
Brussels, where a broad range of topics will
be the subject of consolidating work in all the
three pillars of the negotiation.

Agreeing over TTIP would represent the
best opportunity for the European Union and
the United States to “set global blueprints by
providing template on which other trade
deals can build. [13]
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Abstract

In the last few years the policies and the
strategies were created in order to reduce
social exclusion. For this purpose problems
faced by youths concerning education and
employment are defined by the acronym
NEET.

This article describes and analyzes the
evolution of the NEET marker in Romania
compared to UE countries.

To reduce the number of NEET youths it
is of foremost importance that the youths feel
part of the inclusion process.

It is vital the creation of a financial and
educational policy tailored to meet the young
people needs as a long term goal with the
purpose of reducing the percent of
unemployed youths or those lacking any form
of professional training after finishing
school.

Practically everything is reduced to the
establishment of trust relationships between
youths and their teachers.
Keywords: NEET, education, social
exclusion, inclusion policies.

J.E.L. Clasification : C2, 124, 128, J88.

1. Introduction

There is no need for a detailed analysis of
the traditional markers concerning labour
market participation to notice that the youth
segment is not is not well covered.

For young people cases, considering
many are students and thus unemployed we
are talking about a skewed view concerning
the rate of employment and unemployment
and so we can say that reality is distorted.

Because of this, the FEuropean
Commission representatives have easily
adopted the NEET marker.

The NEET youth category made its first
appearance in Great Britain.
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Starting with the definition of the NEET
indicator, we can sketch the major
characteristics of a NEET youth. This has a
low level of education, comes from split
families, low wage families, with
unemployed parents or parents lacking
education. The existence of a physical
handicap, being an emigrant or hailing from
remote areas are also attributes of a NEET
youth.

The purpose of this research is an in depth
study of NEET phenomenon, bringing to
light the major social and demo-graphical
differences as well as the political and
economical ones. So I will using methods
based on cross-sectional data taken from
EUROSTAT and longitudinal data from
EUROSILC..

2. NEET

The concept of NEET first appeared in
Great Britain in the late 80's and the
beginning of the 90°s as the result of a need
to analyze the youth, age 15 to 24, wich were
unemployed, not in school or lacking any
form of training.

The motivation behind the calculation on
this marker was associated at the time with
the changes in social welfare systems. Thus
many young people, age 16 to 18, were not
on welfare. [1]

In contrast with the majority of european
countries, who by NEET definition take in
account young people, age 15 to 24,
unemployed and lacking education or
training, in asian countries such as Japan and
Korea, this category tends to be associated
with a social phenomenon which not only
affects the labour market but also the
integration of the young generation in
society. According to OECD, in Japan the
NEET differs greatly from the european
NEET, by including people, age 15 to 34,
who are unemployed, have no access to
school and have no home. [2] Similarly



in Korea NEET is about people, age 15 to 34,
who abandoned school, are unemployed, are
not seeking a job, are not married and have
no family. [3]

Depending on the adopted definition, at
european level, NEET includes youth age 15
to 24 or 15 to 29.

The lack of an international approved
definition and big disparity between
attributes makes comparison between
countries difficult worldwide or in UE.
Because of this, in the last 10 years,
international organizations such as the
European Commission or OECD have started
to create and put in practice their own
definition of NEET to better make
comparisons between countries.

According to Eurostat [4], the NEET
marker is about the 15 to 24 group age. For
analytic purposes is classified like this:

- based on sex and age group: 1 to 19

years, 15 to 17 years, 15 to 24, 15 to
29, 15 to 34, 18 to 24, 20 to 24, 20 to
34 and 25 to 29 years of age.

-based on labour market
unemployed or inactive;

- based on education level: at most the
lower secondary level or at least the least the
higher secondary level.

Statistically speaking, the NEET marker
is about a very heterogeneous population.
The NEET population contains a variety of
sub groups and not all the included people
are vulnerable. According to literature five
specific subgroups stand out among the
NEET population:

- the conventionally unemployed,
biggest subgroup;

- the unavailable, people with families,
who are sick or handicapped;

- the disengaged: people not seeking
employment and not in school and who are
not constrained to do any of the above;

- the opportunity seekers: youth who are
looking for work or education but are being
exploited;

- the voluntary NEET: youth who travel,
are engaged in other activities such as art,
music, learning.

The five categories identified include a
combination of vulnerable and non-
vulnerable, very poor people and people who
choose not to work or educate themselves.

Considering the social economic and
individual factors involved which determine

status:

the
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the inclusion of a person in a category we can
consider NEET o composite marker which
captures in its essence the complexity of the
phenomenon.

Figure 1 - The heterogeneity of the NEET
population

Source: Eurofound (2012)
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3. NEET analysis in UE countries

In today’s world is education still
important or not?

Starting with 2009 benefiting from a
higher education is no longer a shield against
unemployment. Furthermore the level of
education in countries such as Italy, Greece,
Romania but also Denmark or Finland, is no
longer a guarantee that you will find
employment. The risk of unemployment is no
longer falling proportionally with the level of
education.

More often than not, in the above
mentioned countries higher education or no
education is same thing where the risk of
unemployment among the young is
concerned.

At a first glance the two notions are
similar but they are complementary to each
other, at european level NEET can be
considered another marker measuring the rate
of unemployment.

The rate of unemployment is applicable
to those with no jobs, who sought
employment in the last months and are
capable of starting to work in two weeks time

It registers the percent of the population
economically active who could not find



work. Among the young people, the rate of
unemployment can be erroneous considering
the people giving up their jobs to return to
school or those who decide not to seek
employment. Economically speaking, in both
cases, these people become inactive which
makes them irrelevant in determining the rate
of unemployment.

While the conventional unemployed are
prone to become a vulnerable group that
suffers from a lack of available jobs,
opportunity seekers are less vulnerable as a
group and come from a more privileged
background they voluntarily decide to remain
outside the labor market and the education
system in order to withstand opportunities.
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in order to take care of their children.

It’s important to emphasize that the
heterogeneity of the NEET population needs
to be considered when policies to re-engage
the NEET on the labour market or in
education.

The different needs and characteristics of
the different subgroups must be taken into
consideration and a one size fits all approach
must be avoided. Only an approach based on
the needs of the various subgroups will be
able to successfully re-integrate NEET.

According to Eurostat data from 2014, the
european NEET average rate for youths age
15 to 29, is 15,3% (Figure 2).

Figure 2 — 2014 9NEET on 15-29 young European
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The same can be said about NEET
voluntaries who decided to follow alternative
paths and are engaged in other types of
activities. On the other hand the disengaged
and those who sought employment and failed
are a no longer actively seeking a job are
more vulnerable, their situation being more
complex. This is group is also prone to
adopting a more dangerous and anti-social
lifestyle. And last, the unavailable group
contains a mix of vulnerable and non-
vulnerable people: handicapped youth who
need help to gain employment or education,
young mothers who are not capable to take
care of their children, and also young
mothers who voluntarily abandon their jobs
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3.1. Trends in NEET rates

The NEET trend analysis on the same
group age 15 to 29 shows that between 2006
and 2014 the average rate of NEET youths is
in decline till the beginning of the crisis and
then rises slightly. From 13,9% in 2006 to a
minimum of 13% in 2008. Figure 2 shows
this trend by age and gender.

From the onset of the recession the NEET
rate has risen in all member states with the
exception of Austria, Germany and
Luxembourg. The UE NEET average rate has
risen from 13% in 2008 to a maximum of
15.9% in 2013, followed by a slight increase
in 2014 (15.3%).
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Figure 3 - Trends in NEET rates, by age and gender, 2006-2014
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It is interesting that the difference
between men and women has gone down
during this period. This correlates with the
tendency observed in unemployment rate
analysis.

While in 2006 the average rate for men
was 11% and 16.9% for women the
difference now is less than 4% and in 2014
the NEET rate among men was 13.5%
compared to 17.1% among women.

The difference is not universal. In
Northern Europe the NEET rate among men
is bigger then among women while in
Southern and Eastern Europe it is the exact
opposite.
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4. NEET in Roméania

Romania registers the highest NEET
percent of all EU countries 19.9% in 2014. It
is concerning that this is an ascending trend.

The NEET rate analysis for Romania in
the same group age, 15 to 29, indicates that
between 2006 and 2014 NEET youth average
rate has gone down till the onset of the crisis
and started to rise afterwards. If in 2008
Romania had a NEET rate very close to the
UE rate (Figure 4) 13.2% compared to 13%
in 2014 the difference was bigger than 4%
(19.9% compared to 15.3%).

Figure 4 — 2006 — 2014 %NEET on 15-29 young, Romania
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The crisis was felt among the youths its
effects obvious in Romania's case.



What is interesting when talking about
Romania is the fact that the NEET rate
difference between men and women hasn't
changed almost at all in 2014 (7.1%)
compared to 2006 (7%).

While in 2006 the average rate was 13%
for men and 20% for women and in 2008 the
NEET rate among men had gone down to
8.9% and 17.8% among women in 2014 it
has gone up to 16.5% among men and 23.5%
among women

In Romania as in all UE countries NEET
gender rates are strongly correlated which
means that apart from a few examples, the
biggest NEET women rates can be found in
member countries with the biggest NEET
men rates. And also the smallest NEET
women rates are found in member countries
with the smallest NEET men rates.

Figure 5 - NEET's gender gap, Romania
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Figure 6 — 2006-2014 % NEET's, Romania
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The analysis among the NEET age sub-
categories, in Romania's case, reveals that the
NEET rate is bigger for the 20 to 24 and the
25 to 29 age groups.

These problems were generated by the
national economic context with limited
employment opportunities and also the weak
correlation of the educational system and no
policies regarding real world professional
training. At UE level, in this category there
are millions of young people, age 25 to 29,
which represent 1 in 5 youths.

5. Europa 2020 — youth inclusion
policies

A global challenge is represented in
keeping the young people on the labour
market, in the educational system, and/or
training programs.

In 2013 the UE Council adopted the
Council recommendation on establishing the
a youth guarantee. [6]

What does this really mean ?

We are sure that, buried under the pretty
words, “youth guarantee”, something else is
hidden besides promises. Theoretically this
recommendation seeks to reduce
unemployment among the youths. In may
opinion, a rate of unemployment among the
youths (up to 35 years of age ) bigger than
25% can be considered a disaster.
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How can we avoid such a thing ? By
offering high quality jobs and professional

training. An alternative is continual
education, integrating international approved
programs.

At the same time the UE Council
recommendation aligns itself to the
objectives of the Europa 2020 strategy.
[7]

And thus, the youth guarantee contributes
to its 3 objectives:

- 75% of the population age 20 to 64
employment;

- under 10% rate of early school leaving;

- at least 20 million people saved from
poverty and social exclusion.

6. Conclusions

The year 2014 was an important year
concerning the adoption of policies and
strategies for youths included in this
category. Especially important is the fact that
this programs concerned the youths born in
the year 2000. Their becoming 14-year-olds
made them the next target group for the
inclusion policies.

A macro-economic as well as an
individual challenge is represented by the
inclusion of a large number of youths in
education, the labour market and any other
form of training.

At a national as well as global level,
strategies are being developed against early
school abandonment, tertiary education and
perpetual education.
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Abstract

The maritime activity, an important facet
of the global economy, should be governed
by rules that ensure the safety of shipping
and of the people on board vessels. In this
sense, the concerns of the international
organizations consist in developing rules that
ensure an appropriate training level to the
seafarers. In addition, they also aim at
standardizing the regulations applicable to
the seafarers working on vessels, regardless

of their flag.

Keywords: transport, vessel, seafarer, flag,
labor
J.E.L. classification: K 10-General

1. Introduction

The protection of the persons who work
on board vessels has imposed finding
solutions in order to assure employment
relationships ~ within a uniform legal
framework. Compared with the persons who
work in other sectors of the world economy,
the personnel on board vessels assume other
obligations and responsibilities. For this
reason, it is often stated that these persons’
obligations assumed under the contract of
employment exceed the limits of private law
[1]. The legal regime applicable to the
persons on board vessels is circumscribed not
only in national regulations but also in the
uniform ones, permanently adapted to this
activity, with significant importance to the
world economy. Furthermore, the
competitiveness on the global market
requires the constant revision of the existing
legislation and its alignment with the
international standards.

2. The notion of seafarer
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Traditionally, the organization of the
maritime transport activity was based on the
distinction between the ship's master and the
other persons on board. In this respect,
Article 2 of the Convention no.22/ 1926 on
the employment of seamen, adopted in
Geneva, at the Conference of the
International Labor Organization, provides
that the term “seaman” includes any person
engaged or employed in any capacity on
board any vessel, except the master.

The distinction made by the uniform
legislation is justified in terms of the tasks
that the commander has on a vessel. The
master of the vessel includes every person
having command and charge of a vessel. The
master of the vessel is the person who
assumes the technical and commercial
voyage. The master is vested with authority
over the other people on board the vessel,
ensures discipline on board and has the
power to investigate any action that could
endanger the safety of the maritime voyage.
At the same time, the master of the vessel has
the competencies of a registrar. The
originality of the status of master imposed
thus a differentiated regulation of the powers
that he/she is vested with (see, for example,
the provisions which highlight the role of the
vessel master, provided by art. 72-83 of G.O.
n0.42/1997 on maritime transport and inland
waterways, republished in the Official
Gazette no. 210/2004, as amended).

The notion of seaman, as defined by the
Rome Convention, makes no distinction in
relation to the professional training or
qualification of the persons concerned. In this
sense, the term seaman includes any person
on board of any vessel who, on the
shipowner’s account, carries out any activity
during the sea voyage. Nevertheless, a certain
distinction is needed between these persons,
in relation to the activity that each one
carries, according to the nature of the
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functions carried on board. Thus, the notion
of seaman or seafarer may designate both the
person exercising nautical functions, and the
person performing other activities on board
of the vessel. Bypassing the traditional terms
of sailor or navigator, the provisions of the
current legislation designate the persons on
board of a vessel by the term crew, which
encompasses both the seamen and the
auxiliary staff (art. 53 of the G.O. no.42 /
1997 on maritime transport and inland
waterways interior). The category of
Romanian crew includes those persons who,
depending on their professional training, can
exercise nautical functions on board of a
vessel.

3. The law applicable to seafarers

The shipping activity is essentially
international. The position of seafarer may be
held by persons of any nationality, the
essential condition being related to their
professional competences (art. 52 of G.O.
no.42/ 1997).

In accordance with the international
private law, the law applicable to seafarers is
the law of the vessel’s flag, unless the parties
have chosen another law (art.2621, let. b, the
Civil Code). The law of the vessel’s flag
shall be applied as territorial law. A solution
to the same effect is also found in the
European legislation, which provides that a
citizen of a EU Member State, who carries
out activities as an employed on a vessel
flying the flag of another Member State, is
subject to the law of that State (article 13,
para. 2, let. ¢, the Regulation (EC) no.
1408/71 on the application of social security
schemes to employed persons, to self-
employed persons and to the members of
their families moving within the Community,
published in the Official Journal L149/1971/
Official Journal L28/1997). In applying the
provisions of art. 13, paragraph 2, letter ¢ of
the Regulation (EEC) no. 1408/71, under the
jurisdiction of the European Court of Justice
[2], it is noteworthy that the flag law applies
when the vessel flying the Community flag
also operates outside the European Union.
The fact that the person carries out his/her
activities on a vessel flying the flag of a
Member State and operating outside EU
territory does not influence the applicable
law. Regardless of the vessel's operating

104

“Ovidius” University Annals, Economic Sciences Series

Volume XV, Issue 1 /2015

place, the connection of the employment
relationship with the European Union, the
professional activity carried on a vessel
registered in a Member State, is very
important.

The international dimension of the issues
involved in the recruitment and remuneration
of seafarers has always been at the center of
the issues tackled by international
organizations. Meanwhile, their concerns
focused on the performance of safe sea
transport, enabling the protection of human
lives and of the environment. Thus, under the
aegis of the International Maritime
Organization, in 1978, there was adopted the
International Convention on Standards of
Training, Certification and Watchkeeping for
Seafarers (ratified by Romania by Law
n0.107/1992, published in the Official
Gazette no. 258/ 1992, hereinafter the STCW
Convention). The adoption of the STCW
Convention meant the development of
international uniform rules on the seafarers’
training level, so that the sea transport would
be carried out safely and protect the
environment [3]. At the same time, there was
sought the permanent adaptation of the
professional level to the requirements of
modern navigation techniques.

By ratifying the STCW Convention, the
States have assumed the responsibility to
harmonize their national legislation with the
international standards on the seafarers’
certification, education and training. In this
regard, it is noted that Romania has always
adapted its national legislation on the
standards of seafarers’ training, concurrently
with the amendments to this Convention
(amendments ratified by Romania by G.O.
no.122/2000, published in the Official
Gazette no. 430/2000 and by the Order of the
Ministry of Transport no. 49/2012 published
in the Official Gazette no. 122/2012).

Initially, the international patent and
certification standards of seafarers have been
transposed into the European law by the
provisions of  Directive  2001/25/EC
(published in the Official Journal L.136/2001,
now repealed), which provided that the
training of the seafarers from the Community
should at least correspond to the
requirements adopted internationally by the
STCW Convention. In other words, in order
to improve the shipping safety, it was
appreciated that the minimum level of



training of the seafarers from the Member
States should meet the international standards
adopted by the STCW Convention [4]. Thus,
by adopting the Directive 2001/25/EC, there
was ensured the implementation of the
European law provisions of the STCW
Convention. At the same time, the Directive
has given expression to the principle of the
free movement of persons and services
through the mutual recognition of the
certificates of professional competence
awarded in the EU Member.

The seafarers’ professional qualification
and its recognition in the European
legislation were independently regulated by
Directive 2005/36/EC (published in the
Official Journal L.255/2005). However, the
provisions of Directive 2005/36/EC were not
considered sufficient in order to guarantee an
equal training level of the seafarers in
different EU countries. This situation,
coupled with the need that the level of
knowledge and skills in the maritime
community space should be consistent with
the international norms and standards laid
down by the STCW Convention, as amended,
led to the repeal of Directive 2001/25/EC and
to the adoption of a new regulation. Directive
2008/106/EC  (published in the Official
Journal L323/2008) was thus adopted; it
states that the minimum level of training for
seafarers, citizens of a EU Member State,
should rely on the training standards adopted
at the international level by the STCW
Convention. In addition, regarding the
recognition of the qualifications acquired in a
third state-party, Directive 2008/106/EC
provides that this recognition is possible
when the qualification was obtained in a
State Party to the STCW Convention, State
which, under the assessment of the Maritime
Safety Committee of the International
Maritime Organization, complies with the
provisions of the STCW Convention.

4. The recruitment and employment of
seafarers

Due to the developments in
international trade relations, in the field of
maritime labor, the International Labor
Organization has developed a series of
international conventions governing various
aspects regarding the work performed by
crews. This process resulted in the
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fragmentation of the legal rules applicable to
the employment of seafarers.

Internally, in its original form, G.O.
n0.42/1997 provided for the employment of

seafarers under the labor law, by an
individual ~employment contract. The
situation has changed following the

ratification of the Maritime Labor uniform
regulations (by G.O. no.16/2000, published
in Official Gazette no.34/2000, Romania
ratified a number of international
conventions governing maritime labor).
Therefore, at present, the legal rules
governing the employment of seafarers have
multiple sources. In this regard, the
provisions of the national law provide that
the seafarers’ employment relationships shall
be determined in accordance with the
national legislation, with the agreements and
conventions ratified by Romania and also
under the collective labor contracts and the
individual boarding contracts (art.69, G.O.
n0.42/1997).

In order to ensure the uniformity of the
provisions governing the work in this area of
special importance in the global economy,
the International Labor Organization has
proposed and developed a unique regulation
of the labor relationships in the maritime
field, i.e. the Maritime Labor Convention
(adopted in 2006, in force since 2013,
hereinafter the MLC Convention).

The  process initiated by the
International Labor Organization in 2001
aimed at developing a single and coherent
instrument that ensures uniformity, and at
updating the rules and principles contained in
international labor regulations (see the
Preamble of the MLC Convention). The
MLC Convention is a true charter of the
rights of the persons on board a maritime
vessel, covering, in its five titles: the
minimum requirements for seafarers to work
on a ship (Title I of the MLC Convention);
conditions of employment (Title II of the
MLC Convention); accommodation,
recreational facilities, food and catering
(Title III of the MLC Convention); health
protection, medical care, welfare and social
security protection (Title IV of the MLC
Convention); 1ssues concerning the
compliance and the enforcement of the
provisions stipulated (Title V of the MLC
Convention). Overall, this international legal
instrument guarantees decent working and



living conditions on board vessels, regardless
of their flag.

The need to unify the regulations
concerning maritime labor was supported by
the European authorities [5]. Thus, a special
contribution in the drafting of the MLC
Convention was brought by the European
Commission, which had considered that the
adoption of the minimum standards of
maritime labor would be likely to eliminate
the unfair competition in the recruitment and
employment of seafarers. By Council
Decision n0.2007/431/EC (published in the
Official Journal L161/2007), the EU member
states were authorized to ratify the MLC
Convention. In support of this decision, it
was showed that the applicability of the
provisions of the MLC Convention would
help promote a decent standard of living and
decent working conditions for seafarers. At
the same time, it will ensure a fair
competitive environment for all the operators
in the maritime sector (Preamble to Decision
2007/431/EC).

Under the provisions of art. 138,
paragraph 2 of the Treaty establishing the
European Community, any Community
action in the field of social policy is subject
to the consultation with the social partners,
namely with the employers and trade unions
in the field. Thus, the final decision on the
opportunity to align the European legislation
in the field of maritime labor to the uniform
standards established by the new provisions
of the MLC Convention was taken after the
European Commission had consulted the
social partners (employers and trade unions
in the field of maritime Ilabor). The
discussions between the social partners on
the opportunity to align the FEuropean
legislation with the requirements of the MLC
Convention ended with the adoption of the
Agreement concluded between the European
Community Shipowners Association (ECSA)
and the European Transport Workers'
Federation (ETF) for ensuring equal labor
conditions, in the maritime field, for
Community seafarers.

In accordance with article 139 of the
Treaty establishing the European
Community, the European Commission took
into consideration the agreement concluded
by the social partners, and, consequently,
established the obligation of Member States
to provide the conditions necessary for the
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ratification of the MLC. In this regard, there
was adopted the Directive 2009/13/EC
(published in the Official Journal
L124/2009), which aligns the European
legislation to the international standards
required by the MLC Convention, by
establishing common and fair conditions for
all vessels and their staff.

5. Conclusion

The MLC Convention entered into force
in 2013.

Romania plays an important role among
the states that promote the Romanian
seafarers on the international labor market.
Thus, according to the national legislation,
Romanian seafarers can also be employed on
vessels flying the flag of other states. The
employment may be done on their own or
through authorized legal persons (art. 68 of
G.0. n0.42/1997). The training of Romanian
seafarers, conducted in accordance with the
international standards required by the
STCW Convention, ensures their access to
the international market for maritime labor.
Regarding the working and living conditions,
the Romanian seafarers employed on vessels
flying the flag of Member States that have
ratified the MLC Convention are under the
protection of its provisions.

The fact that Romania has not ratified the
MLC Convention yet could have some
negative effects on the employment of
seafarers on vessels flying the Romanian
flag. These effects would be felt only if the
living and working conditions provided by
the Romanian law were not in accordance
with the uniform standards imposed by the
MLC Convention. However, in these
conditions, the Romanian seafarers can rely
on the principle of priority of the provisions
of European law.

6. References

[1] Rodiere R., Pontavice E., Droit maritime,
DALLOZ, Paris, 1997,

[2] Jurisprudenta Curtii de Justitie a Uniunii
Europene. Regimul juridic al marinarilor.
Hotardre CJUE din 7 iunie 2012, in Revista
de Drept maritim 1/2013, Editura Universul
Juridic, Bucuresti, 2013, p.148;

[3] Bibicescu Ghe., Transportul de marfuri pe
mare in comertul international, Editura
Sport-Turism, Bucuresti, 1983 ;



“Ovidius” University Annals, Economic Sciences Series
Volume XV, Issue 1 /2015

[4] Caraiani Ghe. (coordonator)., Acquis-ul
comunitar §i politica sectoriala din domeniul
transporturilor in  Uniunea Europeand,,
Editura PINGUIN BOOK, Bucuresti,2006 ;

[5] Voicu M., Carta universala a vietii si muncii
marinarilor: Conventia muncii maritime
2000, intrata in vigoare la 20 august 2013, in
Revista de Drept maritim 2/2013, Editura
Universul Juridic, Bucuresti, 2013, p.23.

107



“Ovidius” University Annals, Economic Sciences Series
Volume XV, Issue 1 /2015

Tertiary ESP Courses, Internationalization and the EU Labor Market

Popescu Alina
., Ovidius” University of Constanta, Faculty of Letters
alinadpopescu@yahoo.com

Abstract

Internationalization and employability
represent two of the most important scopes
as far as the European Commission’s reform
for higher education is concerned.

The introductory section of the present
paper defines these concepts and explains the
importance they play in applying the reform
to the Romanian tertiary education system.

Secondly, our study argues that, by means
of ESP classes, foreign language instruction
can help higher education accomplish both
standards.

Finally, the last section provides a set of
recommendations that may be used in order
to improve students’ motivation by making
them aware of the challenges posed by the
European labor market.

Key words: internationalization, education,
labor market, ESP, integrated learning .
J.E.L. Classification: 121

1. Introduction

The concept of internationalization covers
an entire set of meanings and activities. One
of the descriptions provided by scholars
refers to it as “the process of integrating an
international,  intercultural or  global
dimension into the purpose, functions and
delivery of postsecondary education” [1].
Another definition employed by OECD
describes internationalization as “the totality
of processes whose combined effect, planned
or not, is to ensure the international
dimension of higher education experience in
universities and  similar  educational
institutions” [2]. Not constituting a purpose
in itself, internationalization represents a way
to make sure that tertiary education is open to
the growing need of cooperation in order to
improve its quality and to answer the
challenges at the global level [3]. As noted
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by Deca et. all, internationalization of higher
education is not a new concept for Romanian
universities, however “ its (re)formulation as
a comprehensive process, mainstreamed
within the overall university strategy and
activities is still underway” [4]. Romanian
universities are mainly involved in
international partnerships such as Erasmus,
CEEPUS, Fulbright, DAAD, Francophone
area related programs and various bilateral
agreements. According to Deca, the main
partner countries with which the Romanian
government has signed bilateral agreements
in order to provide scholarships for the
academic year 2013-2014 are: Moldova,
China, Armenia, Azerbaijan, Belgium,
Egypt, Greece, India, Kazakhstan, Nigeria,
Poland, Russia, Korea, Serbia and
Turkmenistan (2015, p.134). In terms of
student mobility statistics, it is important to
highlight that UNESCO Institute of Statistics
reported that in 2011-2012 there were
approximately 26,000 Romanian students
who chose to study in other countries and
only 10,903 foreign students who came for
an entire cycle to Romania. These figures
clearly show that the number of incoming
students for degree mobility is considerably
lower than that of outgoing students for an
entire study cycle. In this context, concludes
Deca, Romania can be seen as ”an exporting
country in terms of student mobility” (137).

Apart from internationalization, another
major role played in the FEuropean
Commission's higher education reform
strategy is employability, a concept that is
defined by one of the Eurydice Briefs as “A
combination of knowledge, competences and
personal attributes that make graduates more
likely to gain employment and progress
during their career.” [5]

It is vwital, therefore, to strengthen
students’ employability and this has been
identified as a priority not only by all public
authorities but also by the EU 2020 agenda.
Moreover, it is also important to be aware of



the fact that employability is a fundamental
component of the widening participation
agenda in tertiary education. Widening
participation has to include methods
warranting that most students complete their
studies and have a successful transition to the
labor market (Croiser 2014, p.15).

The two concepts presented in the
previous  lines—internationalization  and
employability—Ilead us to the main topic of
the present paper: the connection between
tertiary ESP course and the EU Labor Market
is justified by the fact that, nowadays, a good
command of English and the ability to use it
represents a key competence, essential to
increases the educational opportunities of
young people and the professional mobility
of adults.

2. Tertiary language courses in Romania

Romanian universities should understand
the need of foreign language instruction and
should offer their students specialist language
courses which correspond with the scope of
their studies and in the long term give them
an advantage over other university graduates
on the job market.

However, English language courses at
universities are very specific. On the one
hand, they fall into the category of English
for Specific Purposes, but on the other hand
the design process does not follow the classic
procedures recommended for ESP courses
whose stages were listed by Hutchinson and
Waters [6].

Students who enroll at a university are
not only unaware of their language needs, but
very often do not have a vision of what they
would like to do in their future jobs, where
they see themselves in 5 or 10 years’ time
and what opportunities studying at a
university in the European Union member
state opens for them. Therefore, it seems
necessary to shift the heaviest burden of
responsibility for structuring the language
courses at universities onto the shoulders of
the educators, but also to arouse in students
the interest in learning foreign languages, to
make them aware of the opportunities for
developing language skills at and outside
school for mobility purposes such as the
Erasmus programs we mentioned earlier. In
the long term, language skills will help future
graduates with their career planning and
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professional mobility on the global work
market since insurance, accounting, and
banking for example are part of the
"enabling  services" for  which the
multinational ~ companies  provide an
infrastructure [7].

A problem which university language
teachers often face is low student motivation
to learn foreign languages. Freshmen usually
understand the need of learning a foreign
language for prospective professional
purposes, they are interested in sitting
international language exams and graduating
from the university with a certificate that is
recognized worldwide, or attending lectures,
trainings and workshops delivered in a
foreign language. Yet, in the language
classroom most students seek an escape from
other more career-oriented subjects and wish
for more relaxing and fun activities. This can
lead to a conflict of interests between them
and the school authorities. Designing an ideal
university foreign language course creates
many problems for course designers and
educators, since such courses fall into a
separate category and are not identical with
standard ESP courses for adult professionals.

First of all, at university, students usually
do not participate in the selection of content
of the foreign language syllabus which they
follow during the course. They take English
for Specific Purposes courses from the very
beginning of their studies, though deep down
they feel the need for developing their
General English skills. They are aware of
their deficiencies and wishes, but it is not
often that course content is consulted with
them. From the students’ perspective
studying ESP may seem boring and
unattractive, especially at the beginning of
their studies when the course content is too
specialist and complicated.

A strictly specialist language course does
not seem to be the best option for first year
students due to their lack of work experience
and often too low level of proficiency in
English. Specialist business topics which are
discussed in Business English textbooks may
prove too difficult and distant for students
and therefore may demotivate them and
reduce their enthusiasm for language
learning. Much better results could probably
be achieved by combining Special English
courses with General English — at least in the
first semester. During this time students



would get a chance to settle down at
university, level off deficiencies, and get a
better idea of university requirements.

The role of the university language
teacher should not be underestimated here.
Many experienced ESP teachers, who have
taught different groups of learners at a range
of institutions, have never been trained at
business before the beginning of their
teaching careers and had to gain the
knowledge of the subject matter themselves.
For that reason they have a good
understanding of the needs of students at
initial stages of their business studies and
eventually become successful course
designers. They are also good advisors on
what teaching materials to select as they have
an overview of various textbooks which are
currently available on the market and have an
idea which of them will work with pre-
experienced students, with students who are
shy, with students who like discussions or
with students who need more practice in
writing or grammar. In the case of new
publications it is, however, advisable to pilot
test materials before adopting them as
leading course books.

2.1 Towards Content and Language
Integrated Learning

ESP courses at universities, by definition,
evolve towards not only language, but also
content teaching. Therefore, the overall
studies curriculum which the students
participating in an English course have to
follow must form the basis of the ESP course
syllabus. Teachers responsible for course
design have to get acquainted with the details
of the curricula of the study programs which
students in the language groups in question
will pursue, information of this kind being
easily obtained from the university website
where studies curricula are uploaded.

Combining the content of the foreign
language course with the content the students
will study during classes and lectures in other
subjects is vital. Students will be able to base
on the knowledge they acquired earlier in the
course of their studies and it will help avoid
situations when they hear about some
business or legal concepts for the first time
during their English classes. It will help
language teachers feel less intimidated, as —
at later stages of the language course — they
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can treat students as experts who can explain
the intricacies of some specialist terms. The
teachers will then fulfil the role of foreign
language experts, while the students will use
this language to deal with doubts concerning
the subject matter. Otherwise, the ELP course
will evolve into Introduction to Business
classes during which the teacher’s role will
be to teach Business in English and not
English for Business.

The above element of the course design
process is especially important in the case of
English for Business Purposes (EBP)
courses. Offering the students a strictly EBP
course from the very beginning seems
problematic. Secondary school graduates
who start studying business usually have a
very limited knowledge of economic
concepts. It would be extremely difficult to
talk to them in a foreign language about
macro-economy or marketing when they
have not gone through these topics in their
native language yet. The situation may
dramatically change for the better after the
first few months of their Macro-economy
course which is always offered at the
beginning of economic studies. Therefore, it
is advisable for teachers to spend the first
semester of a wuniversity EBP course
discussing general business topics related to
economy, e.g. employment, types of business
organizations, ethics or finance, before
exposing students to specialist business
English. The early stage of an EBP course
should also be devoted to communication and
writing skills, i.e. interpersonal skills, such
conversation, discussion, presentation,
negotiation, persuasion or summarizing, or
business writing, such as business letters,
memos, CVs, which every student will need
in  his/her professional career after
graduation. At later stages of the course,
specific business topics and the language of
business can be introduced, such as the
language of company, as at that time students
will not only have sufficient communication
skills, but will also have already earned their
credits for respective subjects in their native
language. Therefore, course designers should
always keep in mind that ESP/EBP courses at
universities cannot function in isolation from
the curricula of other subjects the students
learn.

2.2 Study skills aspects in the ESP syllabus



One of the needs that some of the students
will be happy to satisfy, but may not realize
at the beginning of their studies, is
developing foreign language study skills
which would help them successfully apply
for and participate in student exchange
programs.

A dictionary definition of ‘study skills’
quoted by Richard and Platt [8] explains the
idea in a nutshell: abilities, techniques, and
strategies which are used when reading,
writing or listening for study purposes. For
example, study skills needed by university
students studying from English-language
textbooks include: adjusting reading speeds
according to the type of material being read,
using a dictionary, guessing word meanings
from context, interpreting graphs, diagrams
and symbols, note-taking and summarizing.

It needs to be noticed that study skills will
overlap in many aspects with professional
(business) skills, so that offering a more
academic-oriented syllabus at the beginning
of a university language course is fully
justified. For example, interpreting graphs
and diagrams is often a problem area when
teaching students presentation skills, while
developing writing techniques will always
pay off, no matter what purposes our students
will be writing for: business, academic or
legal ones. The skills of paragraphing,
linking ideas or summarizing are a must of
any tertiary level foreign language course.

A comprehensive list of study skills and
activities may be long and detailed [9]. In
practice, teachers and course designers
should select the skills and activities which
their students will most likely need during
the course of studies either in their native
country or abroad.

Academic / study skills might form a very
solid grounding for the development of
professional skills during the university
foreign language course. They should
obviously be provided in the form of classes
rather than lectures, which is still sometimes
the case. Such courses might also attract
foreign students to study at Romanian
universities, as students of all nationalities,
and even native speakers will need help with
them when they commence studying in a
foreign language or at a university abroad.

University foreign language course design
is a huge challenge for foreign language
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teachers and course designers, since it is
generally based on their experience,
observation, detailed knowledge of the
system of tertiary education and awareness of
what students might need in the future.

Tertiary language courses are usually
modelled to fit into the university’s or
faculty’s profile. Business schools will

usually offer their students Business English
courses, while law schools will propose
English for Legal Purposes courses.
However, these courses are very rarely
designed pursuant to the results of the needs
analysis which is the key element of ESP
course design process.

2.3 Needs analysis

Identifying actual language needs of the
first year students which theoretically helps
design more attractive syllabuses for the
tertiary language classroom in practice rarely
provides any meaningful information.
Namely, first year students are hardly ever
aware of their future language needs. Most of
them have never attended an ESP course
before. They may be aware of what they do
not know and what their weaknesses are,
what activities they like participating in or
what they dislike learning.

They may be conscious of some effective
learning strategies which they adopt when
learning the language, but — even though they
can profile their predispositions, strengths
and weaknesses — most of them will not be
able to list their specific linguistic needs
related to their future profession.

Therefore, a needs analysis conducted at
the beginning of a language course at
university should concentrate on the present
and the learning needs of the learners. It
should be designed to help the course
designers gather some information about the
learners themselves: their likes and dislikes,
learning  strategies,  general  English
deficiencies and wishes, learning motivators
and demotivators. This kind of analysis will
concentrate on identifying factors which will
affect the learning process.

At this stage of the course design process
course designers may identify that what
learners need is General English or English
for Academic Purposes rather than a strictly
ESP course. A present needs analysis will
also concentrate on identifying technical



constraints such as the large size of groups,
the small amount of time available, the lack
of appropriate teaching materials or the
teachers’ lack of specialist training [10].
Nation and Macalister postulate that during a
needs analysis the nature of the learners, the
teachers and the teaching situation should be
taken into consideration.

A positive consequence of carrying out a
needs analysis will be the fact of involving
learners in the syllabus negotiation process
and letting them feel responsible for it

Some aspects of the present needs
analysis which are significant in the case of
ESP courses at universities, such as the
identification of students’ likes and dislikes
concerning their present situation in the
classroom and the learning process itself, can
be successfully researched during the course
by means of short questionnaires carried out
at the end of the class with a few ‘True /
False’ statements such as: I like working in
groups; [ like role-plays/acting out
scenes/simulations; learning grammar is
easy; I have been active today, etc. Such
mini-questionnaires will provide the teacher
with immediate feedback and are probably
more reliable than the results on one big
questionnaire  administered before the
beginning of the course when the students
may not be aware of what the activities they
are asked about look like.

3. Conclusions and recommendations

To conclude, as has been postulated
earlier, ESP courses at universities should be
synchronized with curricula of other subjects
and should evolve into Business English
courses as soon as students gain some
knowledge of business matters at lectures and
classes in their native language.

A highly motivating factor may be an
examination which all students are required
to sit at the end of the ESP course. Students
generally approve of the idea of graduating
from a university with an international
certificate confirming their knowledge of
professional English at a given level of
proficiency. In the case of business skills,
there is one Business English certificates
which seems to be most popular at present:
BEC (Business English Certificate) offered
by University of Cambridge ESOL
Examinations. Providing students with such
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an opportunity by, for example, setting an
examination center at a university, and
encouraging them to sit certificate
examinations will certainly benefit them not
only in the form of an international certificate
which can supplement their diplomas and
CVs, but also as a huge motivator to learn.

Modern language materials can be of
great assistance. Nowadays universities can
run foreign language classes with the use of
materials accompanied by CD ROMs with
interactive workbooks, listening materials in
mp3 format, vocabulary games and quizzes,
films, etc. Students should be encouraged to
learn individually as they usually have access
to computer laboratories where they can
practice foreign languages on companion
websites designed specially to support the
textbooks used in the classroom.

New technologies should not be ignored
either. Most universities offer their teaching
staff and students the possibility to include
elements of e-learning in the process of
teaching and learning. Such opportunities
cannot be wasted. E-learning components or
blended course give the students a possibility
to systematize their knowledge by, for
example, making notes from their classes in
electronic form and uploading them to the
online component of the course, expand their
knowledge by offering them extra practice in
the language studied during classes, and
allowing them to publish their own work,
such as presentations, online. By means of e-
learning teachers can recommend to their
students successful websites on which they
can develop their knowledge of the language
they study using the attractive form of games,
quizzes, podcasts, films, online lectures,
Wiki, blogs, etc. Foreign language teachers
can also motivate their students to tandem
learning by pairing them with students from
other countries interested in learning the
same foreign language and encouraging them
to exchange e-mails or chat on Internet
communicators or discussion forums.

Universities can also widen their offer of
lectures in foreign languages for their
students. Such courses would definitely
attract many more foreigners to study in
Romania, but could also give Romanian
students extra opportunities of exposure to
foreign languages at the academic level at
their native universities. To sum up, language
educators and foreign language course



designers should help students develop
learner autonomy and aim at satisfying not
only their possible target professional needs,
but also at developing academic skills which
will boost their linguistic confidence, make
them believe in themselves and respond to
the challenges of the European labor market.
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Abstract

European social models that emerged in
Europe are answers to various problems
faced by micro and macroeconomic activity.
The austerity measures adopted by some of
these models have led, in most cases, to a
deepening of the economic recession.
European social models which had an
innovative investment  plan, mainly
Scandinavian model, managed to pass easily
from the critical moments, increasing
prosperity and living standards.

This paper provides an overview of how
the European social models have attempted

to revive their economies. The main
hypothesis of the paper assumes that
investments in education and workforce

improvement led to the growth of the living
standards in the Scandinavian model.

Keywords: european social models,
€conomic crisis, austerity.
J.E.L.: F20

1. Introduction

Given the economic difficulties facing the
European zone, it 1is impetuous that
economists researchers to outline a set of
structural and functional elements for an
economic social model sustainable and
performance. In order to get answers to this
challenge, in the first phase we have to
identifie all European social models.

Four different European models will be
distinguished, each model representing a
particular ~ combination of  economic
governance, industrial relations, employment
regimes, and welfare state policies: Nordic
model, Europe’s Centre Model, Southern
model and Anglo-Saxon[1]. Coutries in
northern  Europe  have  successfully
implemented a system based on social
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cohesion, focusing on family and education
more efficient worldwide. Agreed or
sometimes disputed, the Nordic model is
undoubtedly unique.

States belonging to the Nordic model are
characterized by stable economic growth, a
strong trade union movement and a low level
of corruption. In another order of ideas
pattern is characterized by high levels of
spending for social protection, generalized
welfare system, extensive fiscal intervention
in the labor market and strong unions, which
provide a relatively homogeneous wage. The
Scandinavian countries have successfully
managed to obtain a high rate of employment
and to remove labor market inequalities.
States that belong to this model are Denmark,
Sweden, and Norway.

Anglo-Saxon model is distinguished by
the importance of the active measures to
combat unemployment, as well as monetary
transfers mainly oriented to the working
population. The unions have less power, and
disparities in wage levels are higher.

The Continental model is based on social
security and pension systems, while the
unions, although in declining, still remain
strong. Efforts to redistribute the tax system
are less pronounced than in the Scandinavian
countries and the benefits have more
moderate records and are closely linked to
income. Countries that belong to this model
are France, Germany, Belgium, Holland,
Austria and Switzerland.

The Mediterranean model is found in
Greece, Italy, Spain and Portugal. He has
many common elements with the model in
Continental Europe, especially in terms of
the role assigned to the state as a centralized
system. This is a model that also highlights
the social state (for example, attaches great
importance to the state pension), but its level
of benefits is low. The Mediterranean model
focuses on significant costs to the pension
system, protection of jobs, and wages have a
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relatively homogeneous structure obtained
through collective bargaining.

2. European social models and the

economic crisis

The first step in the analysis consists in
extracting and comparing indicators GDP per
capita and unemployment. The relevance of
this analysis is that the results of these
indicators are due to policies adopted during
the economic crisis. In this way we can rank
the European social economic models based
on the performance results.

Table I Database

GDP

Source: Eurostat

The results of the indicator GDP per
capita (the volume index of GDP per capita
in Purchasing Power Standards is expressed
in relation to the European Union EU28
average set to equal 100) expresses the
average of the period 2009-2013. It is
obvious that the Nordic model during the
economic crisis has maintained its position in
the hierarchy of performance, recording an
average indicator for the whole population
model of 144%. The models with similar
performance are the Anglo-Saxon and
Continental, which recorded a result of 126%
and respectively 127%.

The Mediterranean recorded a significant

No. Country per Unemployment
capita rate
1. Sweden 126% 1.4%
2. | Denmark 125% 1.6%
3. | Norway 182% 0.7%
4. | Great Britain | 126% 2.5%
5. | France 108% 3.8%
6. | Germany 120% 2.9%
7. | Belgium 119% 3.6%
8. | Netherland 134% 1.8%
9. | Austria 128% 1.2%
10. | Switzerland 155% 2%
11. Spain 95% 9%
12.  [Italy 102% 5%
13. | Portugal 79% 6.84%
14. | Greece 81% 10.2%
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decline in gross domestic product per capita,
with an average of 89%.

Figure 1 The variation of GDP per
capita of Mediterranean model
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Source: Eurostat

The next step of the study is to analyze
the evolution of the indicator unemployment
rate. As for GDP per capita, the values shown
in Table 1 expresses the average of the period
2009-2013 for each of them.

As can be seen in Table 1 Scandinavian
model recorded the lowest values in terms of
unemployment, namely the average indicator
for the whole population is 1.2%, far below
the results of the other models. The
performance of this model is due to the
efficient economic policies.

The Anglo-Saxon and Continental models
have roughly the same results, but does not
approach the performance of the Nordic
model, namely 2.5% and respectively 2.55%.
The Continental model, just as in the case of
the indicator GDP per capita, is proving to be
inefficient in  the management of
unemployment. Between 2009 - 2013 the
unemployment rate increased significantly
(Figure 2) recording at the end a mean value
of 7.15% for the entire population.

Figure 2 The variation of unemployment
rate of Mediterranean model
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Source: Eurostat
The low achievement of Mediterranean
model is due to austerity measures adopted



by the governments of each state. Another
relevant issue is that most countries
belonging to this model faces serious
problems regarding sovereign debt crisis.
Since early 2010, countries such as Greece,
Spain or Italy have faced with a major debt
crisis. The governments of these countries
have accumulated unsustainable levels of
sovereign debt appealing to other European
countries and the IMF, in order to avoid

bankruptcy.
Reforms have included a reduction in
total expenditure. "Weight" tax reform

program has failed on Greek taxpayers, one-
third of public sector savings yield by
lowering wages, pensions and social
transfers.[2] Such measures have been
adopted in all states of Mediterranean model,
with serious consequences to macro and
microeconomic indicators.

Countries belonging to the continental
model, such as Germany, France, Belgium,
Netherlands and Austria, have built their exit
plan based on economic incentives
mechanism. Tax reductions and monetary
easing maintained micro and macroeconomic
results at a sustainable level.

Contradicting the Mediterranean model
results are those obtained by Britain, since
both models have implemented an austerity
plan. The British government has decided to
cut budget spending, increase taxes,
including VAT, and additional tax the banks.
Countercyclical measures adopted by the
Anglo-Saxon proved to be effective if we
analyze the results of the indicators GDP per
capita and unemployment rate achieved
during the period 2009-2013.

Maintaining a  high  level  of
competitiveness and living standards is due
to the large investments in education, health
and social trasfers. The private sector very
competitive and very high productivity rely
on the security offered by state to employees
in health and education. Denmark and
Sweden are the two countries holding the
most advanced economies in the world, in
terms of information technology. The
economic crisis hasn’t had a high negative
effect on the economy of Scandinavian
model because growth over time has proven
to be sustainable.

116

“Ovidius” University Annals, Economic Sciences Series
Volume XV, Issue 1 /2015

3. The Scandinavian model - a success of
welfare

Countries in northern FEurope have
successfully implemented a system based on
social cohesion, focusing on family and
education more efficient worldwide. Agreed
and sometimes disputed, the Nordic model is
undoubtedly unique.

A healthy economic growth based on
investment in the education of individuals,
more efficient health care system, improving
the mechanism of social transfers and
prudence in the banking sector have led to a
strong and sustainable economy. In this way
the economic crisis that erupted in 2008
haven’t had a significant effect on the states
that belong to this model.

Figure 3 Total public expenditure on
education as % GDP
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Source: Eurostat

As can be seen the total education
expenditure to gross domestic product are
much higher in the Scandinavian model than
the other areas, namely the average
difference between the values recorded by
the Scandinavian model and the Anglo-
Saxon is 2%. Such policy has led to high
performance in the Scandinavian economies.
The last position in terms of education
expenditure is occupied by Mediterranean
model that records values with 3% lower
than the Nordic model. Such a measure
involving reduced expenditure on education
has major negative consequences on the
economies of the Mediterranean area, fact
noted in the analysis of indicators of gross

domestic ~ product per capita and
unemployment rate.

Another indicator that reveals the
efficiency of policies adopted by the

Scandinavian model during the crisis is the
average net income of the population. As can



be observed the Nordic model has the highest
average of net income growth in the period
2009 - 2013. The average value of the
indicator increased by 119.33% for the
Nordic model, 112.08 for Anglo-Saxon
model, by 110.82% for the continental, and
respectively 106.41% for Mediterranean
model. The Nordic states are undeniable
efficient, because they recorded the highest
values in all the variables analyzed.

Figure 4 The relative evolution with fixed
base of net income
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Source: Eurostat
Scandinavian model proved its efficiency
for many years before the outbreak of the

€Cconomic crisis.

Figure 5 Typology of European social

models
Efficiency
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Source: Andre Sapir (2006)

This suggests that both Nordic and Anglo-
Saxon models are sustainable, while
Continental and Mediterranean models are
not and must be reformed in the direction of
greater efficiency by reducing disincentives
to work and to grow[3].

4. Conclusions

Given the analysis and results we can say
that the first two models, namely the
Scandinavian and  Anglo-Saxon  are
sustainable and efficient, while continental
and Mediterranean model had low efficiency
and requires fundamental changes. The study

“Ovidius” University Annals, Economic Sciences Series
Volume XV, Issue 1 /2015

presents an overview of the hierarchy of
models, namely the first position is occupied
by the Scandinavian model, the second by the
Anglo-Saxon model, the third of the
Continental model and the last by
Mediterranean model.

The information extracted from the
analysis are useful because it indicates the
direction to be taken into account to optimize
the "welfare state" of the other European
social models. In this regard should be
considered restructuring and efficiency of
education, improving workforce, labor
market and social protection development,
only for people who can not work, nominal
wage growth, and hence the real one. Only
this way can lead to a truly sustainable social
welfare state.

The construction of a European social
economic model becomes impetuous
necessary because in recent years the middle
class of society has eroded significantly.
Now, more than ever, the authorities need to
develop a viable strategy to contain structural
and functional elements of a European social
economic model. Based on the 4 models
specialists must find socio-economic policy
mix that can build a strong and sustainable
economy. The foundation of such a model
should be composed of educational segment
and the specialization of the workforce. The
economy is governed by individuals, and if
they have a powerful foundation of
education, economic growth will be real and
enduring.

I conclude this paper by pointing out that
the Scandinavian model's success should be a
starting point for other models. The measures
must be adapted to the specific individual
character of each area separately, so that the
final results that are obtained must be at least
equal to those of the Nordic model.
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Abstract

In attempting to define and describe the
antisocial behavior, the center of interest is
usually placed, in observing its way of
manifestation. This comprise a wide range of
deviations from the norm, knowingly breach
of public order and behavioral acts wich are
usually directed against other members of
society .

Whether it is a simple manifestation of
irregular behavior or committing acts which
seriously violates social order and safety,
anti-social behaviors are punished first by
considering them as "outside " normality.

In this context the present work aims to
validate the fact that, even though
similarities may exist in the way women and
men commit offences the antisocial behavior
of women meets the criteria to be classified
as a specific form of manifestation.

The interest in treating this particular
subject comes from addressing economic and
financial crime, generally seen as being
incompatible with women.

Key words: antisocial behaviour, women,
crime, precursors, qualitative analysis
J.E.L: Z13

1. Introduction

According Geert Hofstede's theory [1], we
can make a clear distinction between male
and female even regarding the society, seen
as a whole.

We are dealing with a "male-type society"
when it is driven by values such as self-
confidence, performance, success and
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competition. That is why the common sense
says that in the most societies " masculinity"
is associated with crime. Among those
sanctioned by society, the number of men is
considerably higher than that of women
punished.

Yet current social developments indicate
that women are becoming increasingly
present in all types of crime.

This raises the question: is there a specific
in the crimes committed by women, given by

the gender difference? And referring
particularly to these theme ”, which are the
main factors that could cause such a

manifestation of antisocial behavior ?

2. Pink Collar Crime vs. White Collar
Crime — gender related perspective

A certain period of time it was considered
that women who worked in the economic
and financial field, can only commit certain
types of offenses favored by the positions
they occupied. These positions were
described by less power in comparison with
the position occupied by men.

Thus arose the concept of ,,Pink Collar
Crime” described as check kiting and book-
keeping fraud, considered low level crimes,
compared to ,,White Collar Crimes” suitable
to be committed only by men wich occupied
higher rank position.

Nowadays, with women penetrating all
economic and financial areas, the
perspectives have changed. Freda Adler [2]
Professor Emeritus at Rutgers University,
criminologist and educator, supports the idea
of unification of the gender differences in
this area, postulating that: "Women have
broken the glass-ceiling because the doors
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have been opened. They use the same tactics
as men. These are human characteristics not
male or female, they are not gender issues in
science. Women are making a lot of money
now and it will only increase as their
opportunity increases. They too will take
advantage of the opportunity to go further cut
corners, make more money as it presents
itself, legal and illegal. They are driven by
the same factors and motivations as men."

In order to have an overview of this topic,
below we review the main factors that can
influence antisocial behavior.

3. Specific factors that influence the
manifestation of anti-social behavior

a. Moral development factor

Theorists correlate cognitive
developmental  stages  (Piaget)  with
concomitant stages covering similar moral
development. For starters rules are set by the
"strong" individuals near to the young
individual. In the early stages of development
children constantly seeking to gain pleasure
and at the same time trying to avoid
punishment. At this stage of development
children take into account the needs of others
only to the extent that those needs helps them
to meet their own needs. In the following
period, when the child begins to conform to
social norms, it begins to show respect for
those rights and recommendations represent
"authority" in his life it seeks approval
authority. As the child gets older and
strengthened the moral judgment is
motivated by respect for legally established
rules and by understanding that these rules
are for all to benefit from them. Going
through these stages universal principles are
internalized in the same way even the
individual is a girls or a boy.

b. Social learning factor

A child learns how to behave according to
the parents' reactions to the way he obeys to
norms. The system of rewards and penalties
indicates, at the beginning of life, what is and
what is not accepted as proper behavior.
Permanent assignment of rewards and
penalties lead to internalize rules and
regulations. Using this system children begin
to behave as moral and legal codes prescribe.
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Every society educates his own members,
(either we are talking about girls or boys) in
its own spiritual rules to ensure proper
functioning.

It is not enough just to be part of a social
organization, you must also be fully
integrated into the organization.

Numerous studies show that offenders
were treated differently by their parents
towards young non-offenders. Through
education, individual acquires the knowledge
to adapt and integrate. All these aspects
together, sustain the idea that social learning
is related to and influences the criminal
behavior of both genders.

There are many factors that influence an
individual's destiny and various studies and
theoretical models indicate that one factor is
impossible to determine the destiny of an
individual, so that it becomes criminal.

4. Connotations of the term ,,antisocial” -
qualitative study

Antisocial behavior is described as a type
of behavior that seriously deviate from the
norms of society and is a subset of negative
behavior .

Given that each of these areas of
manifestation of human behavior are
described differently in everyday language,
the investigation of ,antisocial” we try to
emphasize some definitions, obtained in the
research process. In this respect we will
proceed to inventory and analyze a number
of terms - behavioral descriptors - which
called / defined generally by a single word,
specific behavioral manifestation .

Starting with the model provided by the
William J. Goode and Paul K. Hatt (1952)
[3], on the content determination of a notion,
from sociological perspective, we performed
an analysis of the significance items for the
"antisocial" concept, in order to establish the
notion of generalization of the term.
Specifically to establish precursors or
predetermined factors in the emergence of
antisocial behavior we asked groups of
subjects to provide concepts related to
"antisocial" term and notion associated to
"women's antisocial behavior" .

Using the evocation technique, also
known as free association technique, after the
experimental model for measuring ethical



stereotypes [4], by extrapolating to the field
of Antisocial Behaviour , on the grounds that
the persons who are labeled as antisocial
represent a minority, subject to the potential
social exclusion, the group of subjects was
investigated by asking to write the word
"antisocial" (constituting the inductor or
stimulus) and record the first five words
(answers) that come to mind in connection
with this term, passing that way through the
first stage of content analysis by reviewing
stereotypes and connotations of the term
"antisocial". After recalling the terms,
subjects were asked to rank them, ordering
them according to their importance /
representativeness. The the value 1 of an
element represents the strongest association
between the word evoked the term
"antisocial" and the value 5 worst . The
semantic units thus obtained were entered
into a database and processed, after the
identical words, synonyms, or words of
similar semantic were eliminated, being
condensed by assimilation, in terms of a
higher level of generality. In the next stage,
the data were statistically processed and were
ranked by the criteria of the occurrence
frequency, trying to do a classification of
units of meaning, in order to determine
specific areas to contain.

In doing so, two groups of subjects were
included in the research, a total of 333
people, aged between 23 and 55 years,
mostly male, who work in a public institution
responsible for ensuring public order and
whose main professional goal, is the
prevention and punishment of deviations
from social norms . Subjects raised in total
1542 number of terms, associated to the
notion of " antisocial ".

First batch of 189 people, was asked to
write the term "antisocial" and the top 5
things that spring to mind on this notion.
After completing this task, they were asked
to rank the resulting terms , depending on
their representativeness for the subject of
evocation, indicating to them that the value 1
indicates the strongest association between
the word evoked the notion of antisocial and
5 the lowest.

There were collected 902 terms,
associated to the word "antisocial", terms
which were placed separately in a database
and subjected to statistical calculation to
analyze  their  characteristics. =~ SPSS/
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frequencies procedure was used to determine
the number of occurrences of the term in the
evocation and were taken into account,
according to the rules of content analysis,
only terms with frequency > 5 results were
shown in Fig . 1

Figura 1. Evoked notions for the term
"antisocial "

Source: data obtained from own research

The second batch, consisting of 144
subjects was required to evoke five terms that
describe "anti-social behavior exhibited by
women" and also to prioritize the criterion
mentioned above.

This group tasked with describing anti-
social behavior exhibited by women evoked
640 words, the phrase "anti-social behavior
exhibited by women", giving meaning and
direction to the evocation . The terms thus
obtained were also subjected to frequency
analysis to notice the number of occurrences
of terms associated to the notion.

Figura 2. Evoked notions for the phrase
"anti-social behavior exhibited by women"
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Comparing the two evocation situations,
and taking into account that although the
subject samples corresponding to each of
them are different in numbers, the results are
representative. It can be seen that there are
major differences in the description of gender
behaviors, which leads to the conclusion that
the expression of antisocial behavior differs
for female gender, by the male mode of
expression.

Table 1 - Frequencies of the terms
investigated
General Antisocial
Antisocial ?f:;’,fﬁ:ﬁ; Behavior S::;;;;'ﬁ;
Behavior of Women
felon 161 prostitute 81
offender 72 alcohol 53
scandal 65 fraud 23
disorder 43 violence 19
worse 42 family 18
abandon
retired 39 false 15
illegal 29 thief 14
violent 29 offenders 14
theft 27 junkie 13
thief 25 adultery 10
alcohol 23 vulgar 10

Source: data obtained from own research
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As it can be seen from the table above
(Table 1), taking into account how arbitrarily
the first 10 positions of each of the two
hierarchies, which we will call "general
hierarchy" and "feminine hierarchy, only four
factors are common to both situations,
ranking in the hierarchy different positions,
specific to each gender.

While in the antisocial behavior of
women, "alcohol" ranks second in the overall
hierarchy, it ranks last. Surprising is the
position of the term ,,vilolent wich in the
general hierarchy occupies the last places,
while in the female hierarchy is in the top
five positions, although the current violence
is rather a manifestation of men behavior
than women.

Also the term "offender" is found at the
beginning in the overall hierarchy and the
latest positions in the "feminine" one, namely
theft, matched the second smallest of the
general hierarchy and mid hierarchy for
feminine although the current number of
males who commit such acts is exponentially
greater then that of female.

Analysis of data obtained by comparing
the frequency of terms and position in the
hierarchy generated on this basis, the
reporting and the sample size is rather
empirical, so for scientific rigor and meeting
the terms evoked by assimilation, so the
description of the antisocial behavior in
general, and in the case of antisocial behavior
exhibited by women, were subjected to
further analysis and content analysis.

In the second part of evocative approach ,
subjects were asked to rank terms. The lists
of words thus obtained were subject to
processing using EVOC software, which
performs both prototype analysis of the
terms, in order to identify core elements by
calculating the frequency and rank/order of
occurrence of terms obtained as a result of
listing, inductively generated by a word ( eg.
"antisocia” ) and analysis of thematic
categories, in order to locate items in the
center of the representation, which consists in
grouping terms that are semantically close in
by statistical analysis of these categories.

The analysis of the antisocial behavior
evoked in general terms resulted that there
are 3 terms which may constitute key areas in
investigating anti-social behavior, which are
reflected in the ranking carried out by



frequency of occurrence.

The first position is occupied by the term
"offender". Another central element is the
word "illegal" that although the frequency is
found in the second part of the list of terms
evoked, expressed in terms of rank it is a
central term. The third term is the word
,,scandal”.

Regarding the antisocial behavior
exhibited by women, the analysis revealed a
unique central term describing a behavioral
manifestations, decided, including in terms
of cultural history, as belonging to the female
gender. We are talking “prostitution"
considered the oldest "profession" practiced
by women.

5. Conclusions

It seems that even though the scientific
literature and the researches sustain that
women offender use the same tactics as men,
an that the predispossittion to crime in some
individuals is a general human characteristic
not male or female. Eventhough nowadays
women are driven by the same factors and
motivations as men and they are committing
,»Pink Collar Crimes” or the more
sophisticated ,,White Collar Crimes”, the
public perception regarding the antisocial
behavior of women limits the feminine
gender to the practice of ,,prostitution”. That
makes the things more easy for the female
offender, because we wouldn’t expect
complicated crime issues from women.

The role that women play today in society
and particularly for this research, in the
"crime scene", makes them far more
dangerous than men offenders because it is
likely to apply the benefit of the doubt to a
woman than to a men, even if the
circumstances and position from wich the
crime is committed is similar.

So we can conclude that even if there are
specific particularities in the way that women
became and act as offenders, generally
"There is no “masculinization.” [5] regarding
the offence! It can be easily committed by
any gender, in the same circumstances and at
any given time by each one of the human
genders.
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Abstract :

Building strategies for integrating of the
Romanian public audit in the European
acquis should be based on a good
knowledge and understanding of the field

of audit, on changing the existing
environment and the  opportunities
presented in a clear analysis. Using

european audit standards in public audit
provides an opportunity to discover
problems, deficiencies and weaknesses
that are encountered in carrying out an
activity . The main purpose of evaluating
an activity is to identify possible mistakes
that were made in the conduct of business
or to identify the risks that may arise if
some irregularities are from the previous
period evaluated. Article highlights the
benefits of public audit integration into the
european acquis, the strategic development
of public audit, such as reducing the time
of analysis and reporting of repetitive

activities , increasing the capacity of
communication and  exchange of
information, increasing the quality of
public audit.

Keywords: european integration, strategies,
audit standards
JEL classification: M42, M48, M14

1.Introduction

In the context of Romania's
European Union harmonization with
the acquis communautaire is the
adoption assembly of rights and
obligations by all Member States , the
legal rules governing the activity of the
European Communities EU institutions
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, actions and policies . The Treaty on
the Functioning of the European Union
, European Court of Auditors and
national audit institutions of the
Member States shall cooperate in a
spirit of trust while respecting the
independence of each institution.
Cooperation between the Supreme
Audit Institutions (SAIs) of the EU
Member States and the Court dates
back to the early years of the Court , in
1977 , and has intensified over the
years . Currently Eurpeana Court of
Auditors cooperate actively with the
Supreme Audit Institutions of the EU
Member States within the Contact
Committee . The public audit main
evaluation criterion is the existence of
the legal development of public audit
function and the mechanism of ex ante
control in all public institutions and
ensure functional independence of
auditors.

2. Integration in the European acquis

The strategic objectives of the
Romanian Court of Accounts, taking a
closer European integration and
performance management and proper
use of public funds , the protection of
the Romanian state and the European
community as an  independent
institution strengthening institutional
capacity , professional and credible
public control and external audit public
funds , ensuring harmonization with
international standards adopted by the
International Organization of Supreme
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Audit Institutions ( INTOSAI) and the
European  Guidelines  for  their
implementation , the implementation of
harmonized legislative framework in
the field of public audit , as the
evolution of international good practice
[1].

In order to achieve strategic
objectives, the mission of the Romanian
Court of Accounts to ensure exercising
control over the formation,
administration and utilization of the
financial resources of the state and the
public sector, providing Parliament,
public authorities and institutions and
taxpayers reports use and manage their
permanent conditions of economy,
efficiency and effectiveness. The audit
public funds management is done by
examining the legality compliance,
economy, efficiency and effectiveness
of their use or by examining
connections between them. In EU
countries, the responsibility for auditing
state institutions receiving public funds,
and which makes investments, funded
contracts objectives, rests with the
Supreme Audit Institution. European
Court of Auditors is the external auditor
of the European Union and has the
skills that have been set by the Treaty,
providing for examining the accounts of
all revenue and expenditure of the
European Union and all bodies
established by it, on condition of not
being otherwise, providing examination
legality and regularity of EU revenue
and expenditure and sound financial
management, that the funds will be
used in a manner economical, efficient
and effective [2].

ECA provides quality services in the
field of public audit and control in order
to obtain and provide information on
the legality real and objective , efficient
and transparent use of public funds and
those  representing the  external
financing ; to promote accountability ,
fairness and best practice in specific
activities related to public funds ; the
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improvement of mechanisms of control
and external public audit in order to
adapt the legal framework and
harmonization with generally accepted
international standards ; following the
implementation of and compliance in
the public spending, to promote a high
level of professionalism and public
audit in Romania harmonization with
European and international good
practices .

3. Harmonization of public external
audit in Romania with EUROSAI
standards

The purpose of the study referred to
the need to harmonize public audit and
application of international auditing
standards in Romania . Analysis of the
harmonization  process audit to
European  Union  standards  was
determined by the timeliness and
importance of the role that it has public
external audit in the EU. The research
results show that the EU is making
significant efforts to harmonize public
audit activity in the long term ..

4. Auditul public extern din Romania

Court of Accounts, as a supreme
audit institution external public , whose
main task checking the formation,
administration and use of financial
resources of state and public sector and
on the management of public and
private patrimony of the state and units
administrative -territorial units.

External audit is the specific activity
carried out by the Court on the basis of
its own audit standards harmonized
with European standards on auditing.
External audit, depending on the
objectives, financial audit, performance
audit and compliance audit auditor may
use a variety of methods and techniques
of audit procedures for collecting and

analyzing information, documents,
databases, audit evidence such as
surveys, interviews, questionnaires,



direct observation and verification of
written documents. In choosing these
methods, based on auditing standards,
professional judgment and experience
in the field, auditors must follow the
general and specific objectives of the
audit depending on the activity of each
public entity. It must establish clear
methodology, solid and practical to

obtain audit evidence sufficient,
relevant and reliable so that they can be
made with reasonable assurance
reviews.

Financial audit is an activity which
seeks to whether the financial
statements are complete, accurate and
in compliance with laws and
regulations and whether the
administration of the public and private
patrimony of the state and territorial
administrative units and the
implementation  of revenue and
expenditure of the audited entity They
are consistent with the goals, objectives
and tasks set out in regulations by
which it was established for this
purpose while providing an opinion.

According to Law no . 94/1992 , art.
2 performance audit is an independent
assessment of how a public entity , a
program, project , process or activity
works from the viewpoints of efficiency
, economy and effectiveness [3].

The performance audit uses different
methodologies to analyze more data, to
collect findings from different sources
and linking qualitative and quantitative
data.

In different phases of the audit and
for different purposes , different
methodological approaches can be used
so as to achieve their goals . Qualitative
techniques are useful in the initial
stages of audit to identify the
significant issues to formulate the
assumptions that underlie the findings.

Quantitative analysis , numerical
data is to examine , as a metota
effective for developing evidence-based
conclusions . Such analysis added value
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of audit work , because it enables a
clear quantification of the costs,
benefits and performance

5. International Organisation of
Supreme Audit Institutions — INTOSAI

Court Audit Policy is to conduct
audits in accordance with International
Auditing Standards and Codes of Ethics
of IFAC and INTOSALI , insofar as they
are applicable in the context of the
European Union. Made by INTOSAI
ISSAISs relevant to the reliability of the
accounts and audits by analogy audits
on compliance with applicable laws and
regulations [4].

Financial audits and compliance
audits involve testing the effectiveness
of internal control systems . The tests
may be seeking systems reliability of
the accounts or preventing or detecting
and correcting deficiencies in the
legality and regularity of revenue and
expenditure.

Financial audits and compliance
audits conducted by the European Court
consisting of a process of collecting,
analyzing updated information from
different sources , and finally to make
decisions and formulate conclusions
and , where necessary, to issue an audit
opinion based on a proper professional

judgment . The stages of planning ,
examination and  reporting  are
presented sequentially in auditing

standards , but the whole process is
iterative so that the auditor can perform
some of the procedures concurrently or
in some stage of the process, to a step
back and review previously on the basis
of new information.

According to ISSAI 3000 paragraph
1.1 , performance audit is an
independent and objective examination
of the extent to which a program or
activity of a public entity operate
efficiently and effectively in
compliance economy, in order to make
improvements [5].



The need for new approaches and
concepts assimilation of European
public external audit has led to a new
legislation which generally contains the
basic elements of framing the Court of
Auditors in the category of supreme
audit institutions , organized as " Court
of Auditors driving whose principle is
based on collegiality of the members
appointed by Parliament.

Assuming the Court of Auditors , the
supreme audit institution , the role that
lies in the accountability cycle
contributes to  sound  financial
management of public funds and public
property , to provide Parliament
respectively , deliberative public
authorities of territorial administrative
units reports containing information on
their use and management in
accordance with the principles of
legality , regularity, economy
efficiency and effectiveness.

Regulation distinctly Court of
Auditors independence in terms of
functional and organizational
independence , independence of the
members and staff of the Court , the
financial independence of the Court, to
ascertain the formation , administration
and use of financial resources of the
State and public sector and on the
management of public and private
patrimony of state and administrative-
territorial units.

In accordance with the Declaration
of Lima and the European Guidelines
for the application of INTOSAI
standards and other relevant auditing
standards for the public sector
developed by IFAC and accepted for
application in the European Union, the
main task of the Court of Auditors in
the public audit public , is developing
standards , audit manuals and guides on
specific areas containing detailed
procedures for evaluation of
management and internal control of the
audited entities . The auditors prepare
audit reports containing mainly
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fmanciar impact findings , findings on
the results of the assessment of
management systems and internal
controls of the audited entity and
recommendations deficiencies found
and improvement activities.

The Court provide better information

to Parliament and the deliberative
authorities of the administrative-
territorial units by sending the relevant
reports will be made public, and at the
same time establishes the obligation of
the audited entity's management to take
action to recover damages found by the
auditors Court, failure to do so
constitutes an offense. Operation of the
Court of Auditors Audit Authority for
the funds granted to Romania by the
European Union and SAPARD
programs 1SPA and for the funds to be
granted in the post -accession body
established to fulfill  obligations
assumed by Romania in the process of
European integration.
The Treaty of Accession " Chapter 28
financial -Control " adopted by the
Romanian Government meeting of 19
June 2003 , "The European Union calls
on Romania to follow closely all future
changes in the financial system in the
European Union to adapt to it own
devices , whenever needed. It would be
considered control modules set up by
the United States in cooperation with
the Commission under the Joint Audit
initiative . to improve national systems
for establishing and managing the
European Union's own resources".

ISSAI 100  established  the
fundamental  principles of pubic
external audit provides fundamental
principles for public sector auditing in
general , and are defined and approved

by ISSAIs.
ISSAI 300 - Fundamentals of
performance audit is based and

develops the fundamental principles of
ISSAI 300 should be read and
understood in connection with the



ISSAI 100, which also applies to the
performance audit .

6. Conclusion

. International and  European
approach . The Guidelines is presented
in the INTOSAI [5 ] classification
system as ISSAIs , starting with ISSAI
1000 to ISSAI 2999. The three last
positions in the ISSAI number
Corresponding indicated the number of
the ISA ( for example , the ISSAT 1800
ISA 800 and includes the practice Note
for ISA 800).

ISSAI 1000 — General INTOSAI
Financial Audit Introduction to the
main purpose is to Provide Guidelines
INTOSAI members with a
comprehensive set of guidelines for the
audit of financial statements of public
sector intension.

ISSAI 100 presents the definition of
public sector auditing and provides the
essential concepts , elements and
Principles That Apply to all public
sector Audits . ISSAI 100 sets out the
elements of public sector auditing as
well as the Principles That Apply to
public sector auditing , both General
Principles related to the audit year , and
the Principles related to the different
phases of the audit process. In this way
provides the basis ISSAI 100 Also for
the specific Principles and concepts
contained in ISSAIs That is 200, 300
and 400 on financial , performance and
compliance  auditing INTOSAI
international auditing standards
stipulate that public audit includes
examining legality, compliance |,
economy, efficiency and effectiveness
of the management of administrative

activities of public entities , in
accordance with good management
principles and  practices , and

addressing the weaknesses identified.
Efficient use of financial resources ,
human and otherwise, including
examination of information systems
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and regulations on measuring and
monitoring development performance
indicators and  examining  the
procedures used by auditees to
minimize the risks [6].

¢ The national approach.

In Romania , the Court of Acounts
defines public external audit as specific
audit work performed by the Court
which contain mainly , compliance
audit , financial audit and performance
audit In the Regulation on the
organization of specific activities of the
Court of Auditors and the documents
resulting from these activities is defined
as the financial audit work which seeks
to whether the financial statements are
complete, accurate and in compliance
with laws and regulations in force ,
providing in this opinion.

External audit of the National Audit
Standards , Regulations and audit
manuals specific activity is carried out
by the Court of Auditors External audit
include: financial audit , performance
audit and compliance audit.

Harmonisation with the EU acquis
requires develop their own strategies
and tracking the fulfilment of the
objectives set out in their plans,
organization of regular checks on the
economic and financial activity, as well
as performance management and
research, in order to improve them, bin
organization marketing, in order to
increase the degree of applicability of
the research, the registration of
research results in the special register of
evidence, preparation, approval and
implementation of accounting policies
to ensure the efficient operation of an
accounting  system  capable  of
preventing possible risks that may arise
in carrying out the work and to provide
timely, accurate information decision
makers, development, approval and
implementation of a "quick finance", in
which to present the types of supporting
documents for the grant of advances,
reimbursement, conditions that



documents must meet in order to be
considered eligibleas well as the
method of calculating the input value of
the research results and their recording
in the accounts; preparation, approval
and implementation of a methodology
for calculating the grounding mode of
expenditure in carrying out projects.
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Abstract

European accession has encouraged
transnational corporations to increase their
investment on the territories of member
states. The highlight is the prospect that such
a huge market provides especially after
recent enlargements. Foreign investment is a
means of avoiding tariff and non-tariff
barriers installed at the community
boundaries. Attracting FDI has become an
increasing challenge to the European Union,
mainly as a result of the financial crisis.

Key Words: foreign direct investment,
European policy, competition, transnational
corporations.

J.E.L. Classification: F2

1. Introduction

Foreign capital is not facing significant
opposition from European local
governments. In all EU countries, the free
repatriation of capital and profits derived is
guaranteed. However, there are high taxes,
rigid rules of the Labour Code and low
financing resources. Therefore, sometimes
large global companies such as IBM shift
their focus strategy, preferring to enter less
flexible markets, too in terms of labour force
and level of permissiveness [1].

2. The European Union —Main Investors

Having 504 million people, the European
Union is the third largest population in the
world after China and India. With only 7% of
the world population, the European Union
has 20.3% of world GDP and its trade with
the rest of the world accounts for
approximately 15% [2].

Attracting FDI has become an increasing
challenge to the European Union, mainly as a
result of the financial crisis. Therefore, in
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order to attract foreign investors, there is a

focus on:

e expanding and strengthening the single
market;

e ensuring open and competitive markets
inside and outside Europe;

e improving European
regulations;

e expanding and modernizing Europe’s
infrastructure and scientific basis.

In 2010, the European Commission
outlined the future EU investment policy in
the paper called “Towards a Comprehensive
European Policy in International
Investment”. It is intended that this policy
should aim at contributing in sustainable
growth objectives in favour of the inclusion
set in Europe Strategy 2020.

The General Commission Directorate for
Economic and Financial Affairs closely
examines the evolution of FDI flows
worldwide, the performance of the European
Union and its member states as FDI investors
and beneficiaries. There is also an economic
analysis on the impact of FDI in order to
provide consultancy to member states [3].

Foreign direct investment flows are an
essential element for enhancing the single
market. In 2013, FDI flows to the EU
increased by 14%, up to 246 billion dollars,
compared to 2012, when there was a very
low amount of investment flows. However,
the level reached in 2007 (about 870 billion)
still remains a hard to reach goal [4].
According to UNCTAD, foreign direct
investment outflows from the FEuropean
Union countries to the rest of the world
increased by nearly 10% in 2013 compared
to 2012.

Spain, the UK, Ireland, Luxembourg and
Germany were the main recipients of foreign
direct investment in 2013. France, however,
reported the largest decline, from 25 billion
dollars in 2012 to approximately 5 billion
dollars in 2013, because, according to
UNCTAD experts, many transnational

and national



companies withdrew significant funds from
their subsidiaries in this country [5].

The FEuropean Union has begun to
coordinate its national economies and
markets in order to increase the

competitiveness of products as compared to
US and Japanese goods.

A particularly fierce competition on the
European market is the one between the
subsidiaries of  foreign  companies,
particularly ~ American and  Japanese
companies, and domestic companies, with
the former trying to gain market position and
the latter trying to defend their old one.

American subsidiaries based in Europe
have advantageous competition contexts: the
huge financial potential of the mother-
company - especially the technological
progress and management. They have real
chances to get a higher profit rate, thus
having a development potential. US firms
rank favorably in the leading sectors of the
European Union [6].

Japan has a visible upward trend in its
relation to the European Union as Japanese
corporations’ investment in the EU is much
higher than the investment of Western
European companies in Japan.

Over several decades, no region or
country has attracted more US foreign
investment than the European Union. Since
the beginning of this century, Europe has
attracted 56% of the total investment made
by the US worldwide.

FDI flows to Europe increased by 6% in
2013, reaching a total value of approximately
200 billion dollars.

The Netherlands (47.4 billion dollars), the
United Kingdom (32.7 billion dollars) and
Ireland (17.8 billion dollars) were the top
three destinations for US investment.

Of the total foreign assets of US
transnational corporations, around 60% -
13.200 billion dollars were in Europe in
2012. The most assets were in the UK (5,100
billion dollars) and the Netherlands (2,000
billion dollars).

US subsidiaries in Europe employ around
4.2  million workers. According to
estimations, US subsidiaries created 106,000
jobs in the UK economy in 2012, 58,800 jobs
in Germany, 40,000 in France, 17,000 new
jobs in the Czech Republic, 13,000 new jobs
in the Netherlands etc. [7].
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Japanese investment in the European
Union is continuously growing, as companies
in Japan are keen to develop their business
outside their own oversaturated market.
Japanese corporations acquire European
companies in order to get market access. In
2012, Japanese companies’ total stock of
investment in the European Union reached
about 150 billion euros [8].

Emergent BRICS member countries,
together have contributed in significant
increases in foreign direct investment flows
[9]. This can be also highlighted by the
capital inflows in the European Union.

FDI Flows from BRIC™ Countries to the
EU (billion euros)

Country | 2009 | 2010 | 2011 | 2012 | 2013
Brazil 1.2 99 | 130 | 22 | 215
Russia 125 | 7.6 3.1 8.4 8.1
India 1.2 0.5 23 | -07 ] 04
China

(including
. 1.5 | 142 | 11.6 | 6.6 9.2
Kong)

BRIC 16.4 | 32.2 | 30.0 | 16.5 | 39.3
Total

" - The BRICS group has also included South Africa
since 2010, but it is not shown in the analysis on the
European Union web site.

Source:
http://ec.europa.eu/eurostat/statistics-
explained/index.php/File:FDI_flows_from_B
RIC_countries_to_the_EU,_ 2009-
2013p,_EUR_billion.png [accessed on 6th
March 2015]

Among emergent countries, Brazil is the
country with the most investment in the
European Union in 2013, followed by China.
Overall, investment flows from BRIC
emergent countries almost doubled in 2013.

On long term, not only by its influence
upon the European Union but also globally, it
seems that the BRICS group will show its
presence.

In terms of the sectoral distribution of
investment flows in Europe in 2013, the
investment in software, the pharmaceutical
industry and scientific research companies
has increased significantly [10].




3. Competition on the European Union
Market

Competition, often defined as an open
confrontation, a way of  disputing
opportunities among companies to achieve a
more advantageous market position, is now
crucial to the FEuropean Union and its
member states.

EU Competition Law lies in Articles 101
(former Article 81 of the Treaty of Rome)
and 102 (former Article 81 of the Treaty of
Rome) of the Functioning Treaty and of
national competition laws of the member
states. These articles deal with activities that
are regarded as the essence of antitrust
policy: a series of private business practices
that can be interpreted as being anti-
competitive. Once the enlargement of the
European Union has taken place, certain
reforms in EU competition policy have come
into force. The executive powers in this field
within the European Commission are mainly
incumbent upon the Directorate-General for
Competition.

EU competition policies focus on four
main areas of action [11]:

o removing competition restrictive
agreements and abuses of dominant
positions. Agreements among companies
to set prices on the market are prohibited
(thus, the EU Commission has begun to
punish such “cartel” arrangements in
some industries. [12] Additionally, it is
worth mentioning that on 20™ March
2004, the members of the European
Commission decided to impose a fine of
nearly half a billion euros to US Microsoft
corporation for its breach of competition
rules, namely “abuse of dominant
positions” [13]. The cartel of elevator
manufacturers fined by the European
Commission with nearly 1 billion euros or
the cartel of car glass manufacturers fined
by the same Community authority with
over 1.3 billion euros, are just a few
recent examples of huge amounts charged
to companies for their anticompetitive
behavior [14];

. controlling company mergers -
any concentration from a certain level
must be subject to approval by the
European Commission. It is very
important that, irrespective of the country
where they are established, if businesses
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together have a turnover of over 250
million euros in the European Union and
over 5 million euros globally, the
acquisition or merger must be analyzed by
the European Commission. According to
this principle, the Commission has
blocked several acquisitions among major
US companies;

o liberalizing monopolistic
economic sectors, for example opening to
competition the following sectors:
telecommunications, gas and electricity,
railway transport;

o monitoring grants by the state.

4. Conclusions

The European Competition Policy
addresses governments and companies alike
and “is perhaps unique in terms of the policy
organization in the EU because it has
developed with national policies” [15].
Community law seeks to protect the single
market and stimulate competition in this vast
economic area.

5. References

[1] Biz Review, November 2005, p.82

(2]
http://trade.ec.europa.eu/doclib/docs/2014/jan
uary/tradoc_152062.pdf - European
Commission - “European Union - Trade and
investment 2014”, Brussels, p. 11 [accessed
on 6 March 2015]

(3]
http://ec.europa.eu/economy_finance/internat
ional/globalisation/fdi/index_en.htm
[accessed on 6 March 2015]

(4]
http://ec.europa.eu/economy_finance/internat
ional/globalisation/fdi/index_en.htm
[accessed on 6 March 2015]

[5] United Nations — UNCTAD - World
Investment Report 2014. Investing in the
SDGS: an action plan, NewYork and Geneva,

2014, p. 78
[6] Sterian Dumitrescu, Ana Bal — “Economie
mondiala” (World Economics), Economica

Publisher, Bucharest, 1999, p.114
[7]http://transatlantic.sais-
jhu.edu/publications/books/TA2014/TA2014
_Vol_1.pdf - Daniel S. Hamilton; Joseph P.
Quinlan — “The Transatlantic Economy 2014.
Annual  Survey of Jobs”, Trade and
Investment between the United States and


http://ec.europa.eu/economy_finance/international/globalisation/fdi/index_en.htm
http://ec.europa.eu/economy_finance/international/globalisation/fdi/index_en.htm
http://ec.europa.eu/economy_finance/international/globalisation/fdi/index_en.htm
http://ec.europa.eu/economy_finance/international/globalisation/fdi/index_en.htm
http://transatlantic.sais-jhu.edu/publications/books/TA2014/TA2014_Vol_1.pdf
http://transatlantic.sais-jhu.edu/publications/books/TA2014/TA2014_Vol_1.pdf
http://transatlantic.sais-jhu.edu/publications/books/TA2014/TA2014_Vol_1.pdf

Europe, Volume 1 /2014, pp. vi-ix [accessed
on 6 March 2015]

(8]
http://trade.ec.europa.eu/doclib/docs/2014/jan
vary/tradoc_152062.pdf - European
Commission - “European Union - Trade and
investment 20147, Brussels, p. 11 [accessed
on 6 March 2015]

(91
http://economics.umbc.edu/files/2014/09/wp
_15_01.pdf - Nandita Dasgupta- ,,Home
Country Effect of FDI Outflows from the
BRIC  Countries:  Study of Domestic
Investment”, p. 3 [accessed on 6 March 2015]

(10]
http://www.ey.com/Publication/vwLU Assets/
EY-2014-european-attractiveness-
survey/$FILE/EY-2014-european-
attractiveness-survey.pdf -“EY's
attractiveness survey. Europe 2014. Back in
the game”, p. 7 [accessed on 6 March 2015]

[11] Tribuna Economica, no. 20, May, 2004, p.68

[12] Center for International Development
Harvard University and UNCTAD - -
“Competition and Competition Policy in
Emerging  Markets:  International  and
Developmental Dimension”, New York and
Geneva, 2002, p.15

[13] Tribuna Economica, no. 22, June, 2004, p.72

[14]http:/fwww. studii-
economice.ro/2013/seincel30221.pdf - Paul
Prisecaru — « Eficienta sanctiunilor dispuse
de autoritdtile de concurenta in cazurile
antitrust » (Efficiency of Sanctions Imposed
by Competition Authorities in Antitrust
Cases), p. 4 [accessed on 5 March 2015]

[15] Helen Wallace, William Wallace — Procesul
politic in Uniunea Europeana (European
Union Political Process), ARC Publisher,
Chiginau, 2004, p.124

132

“Ovidius” University Annals, Economic Sciences Series
Volume XV, Issue 1 /2015


http://economics.umbc.edu/files/2014/09/wp_15_01.pdf
http://economics.umbc.edu/files/2014/09/wp_15_01.pdf
http://www.ey.com/Publication/vwLUAssets/EY-2014-european-attractiveness-survey/$FILE/EY-2014-european-attractiveness-survey.pdf
http://www.ey.com/Publication/vwLUAssets/EY-2014-european-attractiveness-survey/$FILE/EY-2014-european-attractiveness-survey.pdf
http://www.ey.com/Publication/vwLUAssets/EY-2014-european-attractiveness-survey/$FILE/EY-2014-european-attractiveness-survey.pdf
http://www.ey.com/Publication/vwLUAssets/EY-2014-european-attractiveness-survey/$FILE/EY-2014-european-attractiveness-survey.pdf
http://www.studii-economice.ro/2013/seince130221.pdf
http://www.studii-economice.ro/2013/seince130221.pdf

Section I
International Affairs and European Integration

deoksk

Subsection 3
Regional Development Strategies



“Ovidius” University Annals, Economic Sciences Series

Volume XV, Issue 1 /2015

The Main Ways of the Development in the Shipbuilding Industry in
Ukraine.

Babachenko Marina
Odessa National Maritime Academy, Ukraine
kaf_ec_onma@ukr.net

Abstract

The article covers and analyzes the role of
the navy on each historical stage of the
development of the country in its economical
and political component of the government.
The progressive development of the national
economy without effective using of transport
is not possible, that is why the transport
system  of the state  should work
interdependent and distinctly, improving
economic indicators and contributing to its
growth, getting profit either from the
building of ships or their using. The
commercial fleet was and remains the main
transport security of the state, showing its
strategic power and providing its economical
independence.

Taking into consideration the innovative
ways of the developing of the shipbuilding of
Ukraine.

Keywords: shipbuilding, dockyard, marine
cluster, automation of the roduction and
information technology.

J.E.L. classification: 0180

Introduction

The intensity of the development of the
international economy of the interregional
trade barter predetermines the dynamic of the
seaborne traffic, and as a result, demands to
increasing the productive potential of trade
ports and shipbuilding industry.

The shipbuilding is a kind of activity,
which provides a balance between demand
and offer in different sort of sea management.
During the activation of the foreign trade
which forms freight, it also forms a demand
on the fleet dead weight. The owners and
operations staff of the ship place the orders
on the shipyard that has a specialization on
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this type of the ship and shipyards start
building.

The shipbuilding in itself is a unique
branch. It joins in its final product the
achievements of many branches (machine
building, instrument making, metallurgy),
and in many relationships it stimulates their
development.

In this way, the development of
shipbuilding forms a synergetic effect in all
branches of the economy. If you take the
account of quantity which is busy in this
branches and the amount of paid taxes, than
we can talk about the shipbuilding as the
most important branches of the native
industry.

The purpose of the research

The main aim of the article is the need of
the consideration of innovative decisions,
which are available in the shipbuilding
branch.

The main material

Over the past decade of the position of the
Ukrainian shipping companies have been lost
not only at the international but also on
native routes. By itself the shipping’s
outdated — the most of vessels do not
corresponds to the international convention
demands. More than 92 % of goods, which
are worked up in the Ukrainian ports, are
transported by foreign vessels. In general,
the native shipyard stays or works on a
foreign client.

Among the comparative advantages,
which are available in Ukraine for active
development of the shipbuilding and going
up the first of the world market position, can
be called a high scientific potential of the
shipbuilding industry of Ukraine, the
availability of own raw material base, the
necessary industrial facilities and skilled
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staff. The diversification of production, the
orientation to the world market, the ability to
produce competitive product in the world
market, say that today (with the favorable
situation of the world shipbuilding market ),
Ukraine should not lose the opportunity to
maintain and develop the potential
accumulated shipbuilding.

The shipbuilding industry of Ukraine
inherited powerful industry potential after the
formation of the independent state: eight well
equipped and high profitable shipyards,
which were about 30 % of the shipbuilding in
the former Soviet Union. These factories in
previous years due to the mechanization of
workflow increased productivity of labor,
reduced the vessel cost, it was growing net
profit. The factories had current assets above
the norm, which allowed them to supply the
payment of taxes and salaries, expanded and
re-equipped technical production, developed
the social area, built the accommodation. But
it’s necessary to mark, that 65% of the
shipyards were warships, which were built by
the government order. Therefore, a question
of funding of the vessel construction to the
shipyards didn’t stay at all.

After 1992, when shipbuilding was
practically stopped, it cleared that the
majority of Ukrainian ship owners (the
exception was just Blasco) didn’t have the
means for building the necessary vessels on
the native shipyards, which at the same time
lost military and civilian orders.

The exit of this situation was seen in the
ship building for export, all the more
Ukrainian shipyards were built for export for
10-12% cheaper than some of the foreign
companies, and there were enough
customers.

Despite the fact that foreign customers
reduced the contract price of the vessels from
15-20% of world prices, explaining that the
risk of investing in the industry of Ukraine,
the construction of ships for export is still
quite profitable. The risk of investing in the
Ukrainian economy was the result of
inconsistent tax policy (rates, which change
frequently, the mechanisms of calculation
and payment of taxes, lack of stable tax
privileges for foreign investors); numerous
bureaucratic obstacles to the implementation
of investment projects; unpreparedness of
most businesses to invest, the lack of a
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competent investment planning; chronic
unprofitability of most domestic shipyards.
Indeed, the presence in 1992-1994
remnants of steel and other materials,
purchased at low prices, low levels of
depreciation related to the erroneous policies
of late indexation of fixed assets, a
significant amount of profits that were
formed as a result of rapid growth in 1992-
1993 dollar the procurement of materials and
equipment at much less his course, led to

relatively efficient total cost in the
construction of ships.
But this was not evidence of the

effectiveness of achieving in shipbuilding.
And when, in the period 1994-1996, as a
result of compulsory sale of foreign currency,
reducing the possibility of the timely
acquisition of foreign equipment, inflation, a
significant increase in the cost of materials,
including metal-roll, energy, working capital
shipyards were almost washed, the conditions
of their production and financial and
economic  activity have  deteriorated,
enterprises have been forced to take out loans
with high interest rates from local banks.
With a lack of working capital and long-term
cycle of construction of vessels, it abruptly
increased their costs. These external
conditions of production and financial and
economic activity of the plants had a
significant impact on the growth of expenses
in the construction of ships.

The decisive factors for the increase in
costs caused by shipyards can be considered:
a significant decline in production; irrational
use of industrial fixed assets and leaving
workers with decreasing capacity utilization
program of shipbuilding; assignment factory
overhead expenses not related to the
production of shipbuilding products, to the
shipbuilding industry; irrational financing the
construction of vessels.

Difficulties with financing the
construction orders, the decline in production
has not led to significant shipbuilding
production capacity utilization and a
reduction of employees in enterprises. Low
levels of capacity utilization and a significant
increase in costs for the construction of
vessels, which were higher than the value of
their contract, led to a sharp decline in the
effectiveness of the primary activities of
shipyards.



In this situation, shipyards and the general
state of the economy, foreign customers
began to show caution and distrust of the
factories offering under the terms of the
contracts already overseas demand, so, the
payment of 10% of the value of the vessel
with safeguards after signing the contract and
90% - in the transmission of the finished
vessel [1,11 p.].

The production of the capacity of the
shipyards in Ukraine during this time was
downloaded on the average by 25-30%.

The current state of sea and river
Ukrainian merchant fleet is characterized by
a number of negative trends:

* the reduction in the number of merchant
ships, including the national flag;

* the reduction of the foreign exchange
earnings derived from the operation of the
fleet, and hence a reduction in tax
deductions;

» the active aging fleet, which in turn
leads to a limited number of measures of
native vessels to foreign ports.

The decline in the participation of the
Ukrainian fleet in the transportation of
foreign trade cargoes, led to loss of profits, to
strengthen of Ukraine's dependence on the
global freight market and an increase in
imports of transport services. In Ukraine,
there is still no accepted practice, as in many
countries, the ship financing installments,
including the use of the system of the leasing.
The reason for this is a risk, because of which
lending to the shipbuilding industry had not
yet become widespread. The current
procedure for the formation of insurance
funds to cover potential losses as a result of
credit activity does not allow commercial
banks to form the necessary reserves. In
accordance with the laws of reserves to cover
possible losses for loans created from net
profit. And in most European and Asian

countries, which have developed
shipbuilding, the state assumes guarantees for
loans to commercial banks  vessel

construction or banks lend to the construction
of new vessels under a pledge of property of
the company that explores them, in the
amount of up to 80% of their value on the
world market at the rate of 8% loan with
payment by installments for 8-10 years.

This allows the customer to pay only 20%
of the cost of the vessel. The rest of the loan
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is returned from the profits derived from the
operation of the vessel.

Nowadays the shipbuilding of Ukraine is
on the decline. Meanwhile this sector has a
lot of unique factors, generated during the
time of USSR, owing to which regeneration
of industry could be expected.

Ship building yards use the advanced
engineering of hull construction and
installation of ship’s machinery.

The modern docks, wharfs and deep
channels are equipped with the cranes of high
lifting capacity.

This allows producing the ships of a wide
use, from cargo barges to the research
vessels. Our shipyard teams are exceeding in
technology performance (welding, painting)
and quality materials used for South-Eastern
Asian colleagues, who are the leaders in this
sector of economic s..

The main stream of development in
Ukrainian shipbuilding is innovations:

e  Ship wharf clustering;

Marine cluster provides the coordination
of marine transportation and industrial
enterprises with local authorities, scientific
and education institution of region. It was
significant to note that system of marine
cluster usage could be an effective realization
instrument for deep transformation of marine
economical system, laid in marine doctrine of
Ukraine till 2035.

The methods and models of project
management are effective instrument for
realization of cluster model management in
marine complex of Ukraine. The value
system for project organization, where
marine clusters are part of it, consists of:
competitiveness ensuring of marine transport
enterprise; creation of clauses for scientific
results realization; expansion of job growth
and decreasing of social tension of
population in region.

However, for effective progress of
economical cluster systems the access to
reliable credit resources is needed. Under
this context the mechanisms of financial
leasing as more effective element of financial
infrastructure could be used as well.

Clustering improves labor grade of
personnel, link between science and practice.
Successful  shipbuilding countries are
sponsoring scientific achievements in this
sector from 50% (S. Korea, Japan) up to
100%(China).



This factor is playing the main role in
competitiveness, and is the basement of
growing up of this sector of economic,
quality of projects, decrease of cycle of ship
building, causing the cost saving.

The creation of clusters is not the end in
itself, but one of effective shape of
motivation and mechanisms of
transformation to the way of innovation
development.

e Implement of
automation;

Effectiveness of ship building business is
identifying by level of scientific and
technical design in connection with complex
preproduction during the ship building of
new projects.

The main effect from introduction of
automation systems consist in reducing of
errors and  inconsistence in  project
documentation using the checked and
upgraded data bases, reduction hard works
and terms of project works, improving the
work quality using the optimization, cost
reduction for technical preproduction using
the complex solution and system concept.

manufacturing

The full-scale modernization can
considerably improve work efficiency.
For instance, upgrading the plant,

reconstructing the business-project owing to
discrete work of project bureau and
engineering centre the term of tanker vessel
build could be reduced for couple of month.

e IT introduction;

Corporative information system
development conception, providing
continuous information support of full life
cycle of vessel during the designing,
building, operation and service maintenance,
the same as uniform method of information
cooperation of owners, suppliers, shippers
and shore technicians in domestic ship
building will allow to reduce the costs in ship
building procedure.

At present, ship building corporations are
faced with expansion of cooperation either
inside of countries or on international scene.
During the ship building procedure, shipyard
works close to a lot of organizations, for
instance, the owner of vessel, class society,
miscellaneous construction bureaus,
counteragents and big list of suppliers. The
effective information interchange in such
situation is needed.
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It could be stated, that the situation on the
market of science-consuming industry, which
the ship building applies to, is developing
toward to the paperless, electronic
technology: design, producing and operation.
The Information becomes the same resource
as any other material actives (machinery,

equipment, buildings and constructions).
With the help of the information,
management is  possible.  Information

becomes as a factor of production.

The Ship building is unique sector of
industry. It combines in her final product the
achievements of miscellaneous sectors of
industries (machinery, instrument-making
industry and metallurgy) and stimulating
their development as well.

Conclusions

The production of the capacity of the
shipyards in Ukraine during this time was
downloaded on the average by 25-30%.

The current state of sea and river
Ukrainian merchant fleet is characterized by
a number of negative trends:

* the reduction in the number of merchant
ships;

* the reduction of the foreign exchange;

* the active aging fleet.

Regional authorities provide the growth of
employment and reduce social tension in the
region under the condition of -effective
functioning of the maritime cluster system.
The essential factor is the real possibility of
activation of small and medium-sized
businesses, the implementation of socially
important regional programs.

Currently, the world shipbuilding industry
has a considerable fund of software that can
automate the processes of design and
management of production construction of
vessel’s projects of various classes and
purposes.

The strategic aim of creating the
shipbuilding in Ukraine should be considered
intensification of the investment multiplier
on the basis of the shipbuilding industry
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Abstract

The social assistance system is based on
the following principle: from the state budget
funds or funds raised voluntarily from
individuals or community are supported
people in need, according to their needs
profile. In this case, the benefit is based on
the existing needs, according the principle of
solidarity, not being dependent on any
contribution previous self, as in the case of
social security. Usually, support for people in
need through social assistance system is only
stated by general limits of law, following to
be specified by the analysis of concrete
situations by social surveys conducted by
specialists in social work. A complex social
system of social assistance is complementary
with highly trained professionals based on
modern skills.

The aim of policy in this area is the
development of efficient social assistance to
support people in difficulty, the protection
and welfare of children, families and the
elderly.

Keywords: Social Policy, Financial Benefits,
Social ~ Assistance  Services, Financing
Programs;

JEL Classification: G28, H68, 138.

1. Introduction

The objective of social intervention is to
support those in difficulty to obtain necessary
conditions for a decent life, helping them to
develop their capabilities and skills for
adequate  social  functioning. = These
individuals or groups for a period of time
shorter or longer cannot lead an active, self-
sufficient life, without economic aid or
without a physical, moral, social or cultural
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outsider support. Support is usually for a
limited period of time until people in
difficulty find social,  psychological,
economic resources that can lead a normal,
self-sufficient life. The following categories
constitute the special object of social
intervention: poor families, children living in
an adverse family environment, abandoned
and institutionalized people, juvenile
delinquents, non-integrated young people,
drug and alcohol addicts, people physically,
sexually abused, people with physical or
mental disabilities, people with chronic
diseases without legal support, helpless
elderly people who have suffered from
natural disasters, social, persecution and
discrimination of any kind etc.

Social assistance[1] as an essential part of
social protection is an operational way of
implementing social protection programs for
the categories mentioned above. Thus, [10] it
provides services through its specific,
partially alleviating inequalities, helping
them to integrate normally in the community,
but especially to regain their own autonomy.

2. Description of current situation

In the field [2] of social support are
envisaged measures to protect the family and
child, the disabled, the elderly, those from
disadvantaged backgrounds and all those
who are at risk of poverty and social
exclusion in accordance with strategies in the
field, the provisions of the Government
Program and obligations assumed as a
member state of the European Union.

The main objectives are[3] :

A. Continue the reform of social benefits
to transform it into an efficient, balanced and
flexible one, correlated with active measures
aimed at ensuring preventing and combating


mailto:irinac@seap.usv.ro

risks or situations that may lead to social
exclusion[4];

B. Development of legal framework for
achieving a national, sustainable and
effective social quality service tailored to the
needs of different categories of persons in
difficulty;

C. Promoting public policies for social
care of the elderly in the context of
accelerated demographic aging process;

D. Institutional capacity development to
ensure systematic monitoring, evaluation,
analysis and forecast of indicators of social
assistance and social inclusion and in order to
achieve the strategic planning and
determining the most effective policies and
programs in the field;

E. Increase in the social assistance system
performance by promoting competence and
quality personnel in the system.

The main[5] benefits for the period 2015-
2017 :

e State allowance for children

e Allowances, incentives and support
for raising children
Rights for disabled persons
The allowance for family support
Aid for heating
Social benefits
Minimum insertion income
Other social rights

On the expenditure budget for the year
2015 were taken into account the increase in
the allowance for supporting low-income
families by 42 lei per child, increasing the
level of investment allowance under
Government Emergency Ordinance no.65 /
2014 and the increase by 16% of monthly
allowance and supplementary budget for
people with disabilities[6].

Since 2016[6] , under the law of social
assistance n0.292 / 2011, will be established
the minimum insertion income as the main
form of intervention to prevent poverty, to
guarantee a minimum income for each person
in Romania. It will be addressed to low-
income families and will ensure, over time,
achievement of the target proposed in the
National Reform Program, based on the
European Strategy 2020 of poverty reduction
according to the methodology used in the
Member States of the European Union.
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3. Financing through social assistance
programs

Currently, a consistent help in the
reconstruction of forms of social support is
the European funding programs, which are
aimed at social inclusion. Development of
solutions for the socially excluded through
EU funds programs and internal may be
largely an affirmative answer to the social
assistance austerity budget. But often, the
lack of coherence, communication and
transparency of European programs focused
on inclusion, as well as those of local budgets
diminish obviously their role in the
construction of a specialized, effectively
articulated support in the end. Fragmentation
of policies on endpoints and philosophy of
these programs leads to minor results
compared to the high costs invested in their
development. In addition, the lack of
visibility marks a poor responsibility for
public funds and deepens corruption in the
system.

These[6] projects were taken over by
companies, more or less specialized in social
assistance. Unfortunately, the program
activities were conducted independently of
each other, with much overlap during the
course, and the time for evaluation and
monitoring, left only in the closure was
totally insufficient[6].

There is also[4] the impression, quite
widespread, that Romania, as a whole, is far
to use the opportunities it has, of
development through European structural
funds programs. In the process of accessing
European programs there are still held
sensitive  differences  between  socio-
economic areas / sectors and geographic
regions of the country. Currently, Romania
does not benefit from a diagnostic analysis
by geographic areas of social policies with
clear priorities in social and human
development; there does not exist a social
map of the issues and directions for the social
shaping of communities by European
programs. It lacks a global inventory of
projects, programs, initiatives undertaken so
far and ongoing for the social construction of
Romanian communities and underdeveloped
areas.

These programs at the national level
should be complementary, convergent and to
mutually support each other in the process of



sustainable and of duration development.
Unfortunately, as mentioned in many
previous reviews for Romania, the synergy of
social development programs, a clear idea
supported by EU rules, still remains at level
of desideratum. The competition[7] for
financial resources of programs / community
development projects remain an end in it self,
and their fragmentation is strongly
emphasized in relation to an integrated and
coherent social policy. A wide variety of
social problems generated by new structural
changes, such as: migration, the decrease of
demographics share and of active population,

increased  delinquency, violence and
terrorism, environmental pollution and
irresponsible lack of concern for the
formation of ecological consciousness,

damage to human relations and moral values
and democratic overthrow, family dissolution
and superficial deficiencies in education, etc.
became the subject of support activities in
social policy plan of European development
with a qualitative emphasized profile[8].
Alongside  redistribution  centralized
financial institutions, the European social
policy system is focused on three distinct[9]:
1. Widening social issues which become
the object of social policies in general, of
inclusion policies in particular. It is
significant introducing on the EU agenda a
broader issue of social exclusion and
promoting appropriate strategies of social
inclusion, on the one hand. On the other
hand, takes place the increase of indicators
on individual and collective quality of life,
which is a fundamental landmark of
sustainable social development strategies.
2. The increasing orientation on the
programs, projects, strategies for action, in
which the share of creative and innovative
the services is growing. In the field of social
policies, instead of national standardized

institutional approach is encouraged the
initiative  of plurality of sustainable
community  development  experiments,

learning efficient principles of institution,
community and family building.

3. Decentralization as a process that has
expanded rapidly in FEurope is assumed
through all its consequences, both positive
and negative. Local public authorities take
over the responsibility of programs and
projects to prevent and resolve social
problems, with all the psycho-socio-cultural
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consequences that arise in everyday life of
each of us. Thanks to this process of
openness to social innovation, appears
inevitably differentiation of zonal
development. There are communities that
assimilated quickly, organic the innovative
principles of social development through
effective initiatives of construction type,
durable over time. Others, through their
social actors, know a slower pace of
construction, taking into account, in
particular, the "demolition" of existing
structures without recovery solutions in the
near future.

The differences[9] are determined by
three distinct factors: available financial
resources, political will and professional
capacity (maybe the most important in the
process of structural change). The latter is
supported by key variables: individual and
collective initiative, creativity, rationality and
sustainability of projects.

For Romania, it may be useful a quick list
of some central objectives of local or sector
development by European programs with a
major impact on individual and collective
wellbeing [10]:

e Rehabilitation of infrastructure (an
architectural harmonious and well
structured space, according to the
social environment of life, "friendly"
roads, public facilities, quick
communication systems, etc.).

e Landscaping: both the necessary
ones for production and those related
to prevent and minimize pollution
and ecosystem rehabilitation.

e Achieving priority objectives of
public interest: nursery-type
kindergartens for young ages 0-3
years, kindergartens with flexible
hours, modern schools, equipped
hospitals, places of entertainment for
children and adults, sports complex
accessible to all, etc.

e Developing productive capacities of
d individual and cooperative type, by
stimulating the development of
efficient management of the business
by providing active policies to create
jobs by creating equal opportunities
for human development for groups
and individuals at risk of social
marginalization, etc.



e Increasing individual and collective

security through continuous
community actions, especially in
communities of marginalized

regions, areas highly vulnerable in
terms of social integration.

e Developing social support networks
of structured type, centered on needs
to support individuals and groups in
need, in order to restore normal
integration capabilities in their own
community.

e Developing effective social services
to prevent social exclusion and
marginalization especially focused
on children and youth at risk.

Along [10] with the standard public
community activities (housing utilities, good
roads, modern and friendly education
facilities, health and social security
institutions focused on solving problems,
defending and protecting green spaces,
eliminating pollution of any kind etc.) in
Romania are required those innovative
sectoral programs, for social and human
changes and human in community in the long
run. The new philosophy[11], as mentioned
repeatedly underlying this option is to create
a multiple active partnerships involving all
relevant actors in the community. Public
county, district / local authorities will
become democratic instrument built of
orchestrating joint efforts in various forms,
by mobilizing all community actors for
collective action[12]. Thus, the traditional
alienation of the civil society will be
overcome, of the past. There are expectations
that can become, over time, reality. It is up to
our wisdom to competently manage our
resources and to empower local/ community
development programs to change our daily
lives.

4. Conclusions

Social policies of social assistance, as
they have evolved to date and how they are
loomed in the future, although helped limit
explosive social phenomena, are far from
providing a satisfactory solution to the social
inclusion of disadvantaged / socially
marginalized individuals and groups.

The economic recovery, whose signs are
yet not visible obviously will not be likely to
absorb in a sufficient time huge social and
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human cost of the crisis period so far. It will
be necessary doubling its active social
policies supported constantly by policy
makers. In this regard, the sociological
perspective and of social support, highlight
on the one hand, the need for a coherent
integrated strategy at national level, to
prevent and reduce disruptive social
phenomena, but also continuous
improvement of social frameworks of life.
On the other hand, Romania needs now,
more than ever, the development of local,
efficient, mechanisms of integration and
punctual rehabilitation of distressed and
common actions oriented towards growth of
individual and collective wellbeing.
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Abstract

The purpose of this paper is to analyze the
evolution of the microenterprises from the
Romanian county Vaslui in terms of the
number of employees, net turnover and gross
profit, after receiving financial assistance
from the 2007-2013 programme dedicated to
regional  development. Measuring  the
progress of the three parameters, we tested in
the empirical research performed the
hypothesis that the microenterprises that
obtained financial assistance from the
European Union for more than one project
performed better than the ones that obtained
financial assistance for one project only. The
paper also includes a critical assessment of
the content of the information made available
to the general public by the responsible
authorities regarding the financed projects
and the potential future implications of the e-
cohesion obligation.

Keywords: microenterprises,  regional
development, nonreimbursable assistance, e-
cohesion, complementarity
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1. Introduction

For the 2007-2013 programming period,
Romania implemented several programmes
financed by the European Union addressing
its different developmental needs. One of
these programmes was the Regional
Operational Programme, financed by the
European Regional Development Fund
(ERDF). Covering fields of intervention such
as transport infrastructure, tourism, social
infrastructure and business environment, the
programme also provided financial assistance
to microenterprises. The assistance, provided
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within the key area of intervention 4.3 —
“Supporting the development of
microenterprises”, was granted to
microenterprises to purchase equipments,
technologies and IT systems for their activity
[1].

A recent study elaborated for the
Romanian Ministry of Regional
Development and Public Administration
which evaluated the impact of the key area of
intervention 4.3 by means including a
counterfactual analysis concluded that the
microenterprises that received financial
assistance increased their personnel more
than those which did not receive financial
assistance [2]. The study also identified a
positive correlation between the value of the
financial assistance provided and the increase
in the number of employed staff. The study
did not establish that the microenterprises
that received financial assistance increased
their turnover more than those which did not
receive financial assistance.

The purpose of our paper was to test the
hypothesis that the microenterprises that
obtained  financial  assistance  under
intervention 4.3 and which also had other
projects financed by the European Union,
regardless if those projects were financed by
the Regional Operational Programme or
another 2007-2013 programme, performed
better than the microenterprises that obtained
financial assistance for one project under
intervention 4.3. The performance was
measured in terms of the number of
employees, net turnover and gross profit.

2. Methodology

The population used to test the hypothesis
consists of the microenterprises that had
reimbursement claims paid by the managing
authority  between 2009 and 2013,
corresponding to projects contracted within
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the key area of intervention 4.3 of the
Regional Operational Programme in Vaslui
County. The definition used for a
microenterprise is the one provided by the
Law 346/2004 with the subsequent
modifications, according to which an
enterprise is considered micro if it has no
more than 9 employees and a net turnover or
total assets of up to 2 million euros. By
approving the project under intervention 4.3,
the managing authority acknowledged the
status of the company as microenterprise.
The County of Vaslui was selected due to the
fact that it was the least developed county of
the least developed region of Romania in
2005[3], before the 2007-2013 programmes
were implemented.

In order to obtain the information
regarding this population, 4 sources of
information were used. The first source was
the online search capability provided by the
website of the Ministry of European Funds —
www.fonduri-ue.ro [4]. This tool allows
sorting the projects for which a financing
contract was signed under the 7 EU-funded
programmes implemented in Romania during
2007-2013, using a number of criteria. The
list generated by this tool using as criteria the
Regional Operational Programme, the key
intervention 4.3 and the geographical
location included 16 projects belonging to 12
beneficiaries. The tool also allows the user to
consult the list of payments made by the
responsible authority to the beneficiary for
each project. Following this consultation, out
of the 12 beneficiaries only 9 received
reimbursements during 2009-2013. A second
source of information was used in order to
identify the cancelled projects [5]. No
cancelled projects were identified but one
project was registered in the South region of
Romania and not in the North-East region.
The respective project/microenterprise was
eliminated from the population.

For this population, made up of 8
microenterprises, data was collected from a
third source of information, namely the
website of the Ministry of Public Finances
[6], with regard to the number of employees,
net turnover and gross profit for the years
2009 and 2013. Finally, data was also
gathered concerning the number of projects
that every microenterprise implemented,
regardless of whether those projects were
financed by the Regional Operational
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Programme or by another 2007-2013
programme. For this, a fourth source of
information was used, namely the list of all
financing contracts signed in the North-East
region and financed by the EU-funded
programmes for 2007-2013, which is
published by the Regional Development
Agency responsible for the region [7]. The
list includes information up to September
2013 but this was considered sufficient for
the purpose of the analysis because it is not
likely that a project contracted after
September 2013 would have reimbursements
before the end of 2013. Because the list
includes the Single Management Information
System registration code, which uniquely
identifies every project, it allowed the
verification of the amounts reimbursed
between 2009-2013, using the online facility
previously mentioned. As a result, out of 8
microenterprises, 5 had only one project,
implemented under intervention 4.3 and 3
implemented more projects as follows: 1 had
two projects, both implemented under
intervention 4.3, 1 had three projects, all
implemented under intervention 4.3 and 1
had two projects, one implemented under
intervention 4.3 and one implemented under
another operational programme.

3. Results

In order to test the hypothesis, the
population was divided into 2 groups:
microenterprises with one project and
microenterprises with more than one project.
The results of the analysis of the evolution of
the number of employees, net turnover and
gross profit between 2009 and 2013 for the
group of microenterprises with one project
(group 1) are presented in the following
table.

Table 1. Evolution for group 1

Net Employees | Gross
turnover profit
Increase > 4 4 2
100%
Increase < 1 0 1
100%
Decrease 0 1 2
Total 5 5 5

Source: www.mfinante.ro [6]



http://www.fonduri-ue.ro/
http://www.mfinante.ro/

For this group, all the microenterprises
presented an increase in the net turnover,
most of them showing a significant increase
of more than 100%. In terms of number of
employees and gross profit, most of the
microenterprises presented an increase. Also,
it is important to mention that, according to
the data, 60% of these microenterprises no
longer fulfilled the requirements of being a

microenterprise in 2013, the financial
assistance  received  supporting  their
development.

A similar analysis was performed for the
group of microenterprises with more than one

project (group 2) and the results are
presented in the following table.
Table 2. Evolution for group 2
Net Employees | Gross
turnover profit
Increase > 2 2 1
100%
Increase < 0 0 1
100%
Decrease 1 1 1
Total 3 3 3

Source: www.mfinante.ro [6]

In the case of group 2, also most of the
microenterprises presented an increase in all
the parameters analyzed. In this case, 33% of
the microenterprises no longer fulfilled the
requirements of being a microenterprise in
2013.

Comparing the results for the two groups,
in terms of the net turnover, group 1 had a
better evolution than group 2, as 100% of
group 1 presented an increase while only
66% of group 2 showed such an increase.
This evolution is shown in Figure 1.

Figure 1. Evolution of net turnover (%)
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|
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Source: www.mfinante.ro [6]

145

“Ovidius” University Annals, Economic Sciences Series
Volume XV, Issue 1 /2015

Comparing the results for the two groups,
in terms of the number of staff, once again
group 1 had a better evolution than group 2,
with 80% of the microenterprises from group
1 presenting a positive evolution, while only
66% of the microenterprises from group 2
presented a similar increase. This evolution is
shown in Figure 2. It is important to point out
here that creating permanent job positions
within the microenterprise was one of the
criteria used by the responsible authority
when selecting the project for granting the
financial assistance.

Figure 2. Evolution of number of
employees (%)
100
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B Groupl
0 - M Group 2
-50

Source: www.mfinante.ro [6]

In terms of the gross profit, as opposed to
the previous situations, group 2 had a better
evolution than group 1. This evolution is
shown in Figure 3. As such, 66% of the
microenterprises from group 2 presented a
positive evolution, while only 60% of the
microenterprises from group 1 presented an
increase.

Figure 3. Evolution of gross profit (%)
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Source: www.mfinante.ro [6]

Within group 2, each microenterprise
presented a different evolution. The
microenterprise with 2  projects, both
financed within intervention 4.3, had the best
evolution, presenting an increase of over
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100% for all the 3 parameters. The
microenterprise ~ with 3 projects, all
implemented under intervention 4.3

presented an increase of over 100% in the net
turnover and the number of jobs, but
registered a decrease of the gross profit. The
microenterprise with two projects, one
implemented under intervention 4.3 and one
implemented under another operational
programme, had a negative evolution in
terms of the net turnover and number of staff
but a positive evolution regarding the gross
profit.

4. Conclusions

For Romania, the year 2015 is the starting
point for the implementation of the new
operational programmes financed by the
European Union. Most of these programmes,
defining the intervention areas for 2014-2020
have already been approved and now the
detailed implementation rules are being
prepared. It is important that this process
builds upon the experience gained during the
implementation of the previous 2007-2013
programmes.

Within this framework, the empirical
research performed in this paper focused on
analyzing if the microenterprises from the
County of Vaslui that obtained financial
assistance under intervention 4.3 and which
also had other projects financed by the
European Union, regardless of whether those
projects were financed by the Regional
Operational Programme or another 2007-
2013 programme (group 2), performed better,
in terms of number of employees, net
turnover and gross profit, than the ones that
obtained financial assistance for one project
(group 1).

The results of the analysis showed that
such a hypothesis cannot be confirmed,
group 1 presenting a better evolution in terms
of the net turnover and number of staff than
group 2. In the case of the gross profit, group
2 registered a better evolution, but the
difference was not significant in comparison
to group 1. A possible explanation of this
situation could be that due to the size of the
enterprises, the constraints of implementing
projects financed by the European Union
could raise challenging difficulties for the
microenterprises, which increase with the
number of the projects implemented. Also, it
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is important to mention that the small
population used in this analysis, namely the
microenterprises from the County of Vaslui,
is a factor that imposes certain limits to the
analysis. In order to reach more relevant
conclusions, it is necessary to perform a
larger study covering the entire North-east
region of Romania, once the implementation
of all projects belonging to the 2007-2013
programmes is finalized.

The analysis presented in this paper also
allows some considerations regarding the
information presented to the public by the
responsible authorities about the projects
financed under the different operational
programmes. There are some minimum
requirements in this field which are enforced
by the European Union, such as publishing
the list of the names of the beneficiaries of
EU funds, including the title of the project
and the public contribution to the project [8],
but these are not sufficient for performing
more detailed searches.

In the case of the authorities responsible
of the Regional Operational Programme, they
offer a wide range of information about the
projects financed under this programme on
the  website =~ www.inforegio.ro.  The
information provided is accessible in .xls and
.pdf formats but also as a GIS map. There is
no detailed information regarding the
payments.

In addition, the North-East Regional
Development  Agency provides some
information about the projects implemented
in the region, under all operational
programmes. The information is updated
only up to September 2013 and is presented
as a .pdf file.

Finally, the Ministry of European Funds,
the structure responsible for the coordination
of the structures involved in the
implementation of  the operational
programmes, also provides information about
the contracted projects for all the
programmes via the online search facility
from the www.fonduri-ue.ro, previously
mentioned in the paper. The tool does not
allow downloading .xls files and during the
research performed it was identified that one
of the microenterprises was wrongfully
presented under the North-East region.

In conclusion, there is room for improving
the sources of information about the projects
implemented in Romania in order to make



http://www.inforegio.ro/
http://www.fonduri-ue.ro/

them more complete, updated and reliable.
This could be achieved due to the new
requirement for 2014-2020, namely the e-
cohesion.

The e-cohesion implies that the
beneficiaries will be able to exchange data
with the responsible authorities in electronic
format only. This has many benefits, one of
them being that the volume of information
regarding the projects financed by the
European Union in Romania, available in
electronic format, will increase. It will be up
to the responsible authorities to make this
information also available to the general
public, in a format that allows data
processing, increasing in this manner the
possibilities of performing different sorts of
in-depth searches in order to constantly
improve the impact of the EU funds on the
Romanian enterprises.
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Abstract

In this paper we try to highlight the
conceptual and strategic importance of the
resource productivity, since a most important
lead indicator for implementing and
monitoring all the latest strategies of
sustainable  economic  growth in the
European Union and consequently, in
Romania.

However, the quite poor evolution of this
indicator in Romania, with data available
from the NIS System of Sustainable
Development Indicators for the period 2000-
2012 may be analysed separately for the pre-
accession and post-accession to the EU
periods. Our research shows a recent trend
of slight recovery and increase of the RP in
Romania that calls for further analyses in
order to see which the latest positive
potential factors for a resource productivity
increase are.

Key words: resource-efficiency, strategy,
resource productivity, economic growth,
decoupling

J.E.L. classification: O47; Q01; Q32; Q56

1. Introduction

Creating a more energy and resource-
efficient society that wuses resources
responsibly and  organizes  industrial
processes as to minimize waste should reflect

objectives  of  sustainable  economic
development in all major areas.
Therefore, the European ~ Union

Sustainable Development Strategy (EU SDS)
and the National Sustainable Development
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Strategy (NSDS) of Romania have set the
objective  of  promoting  sustainable
consumption and production patterns.
Therefore we aim to emphasize and
analyse the importance of resource
productivity as a concept and indicator for
monitoring and implementing the sustainable
development strategies in the EU and in
Romania and also for transition to a resource-
efficient, green and circular economy.

2. Conceptual and strategic importance
of resource productivity

The environment and natural resources
underpin both our economy and our quality
of life. To secure sustainable economic
growth and jobs, all the strategic approaches
of development should ensure first that these
increasingly scarce and expensive natural
resources still circulate and create value in
the economy [1].

Hence, a resource-efficient economy is
required, very close to ideal concepts like a
‘green economy’ or a ‘circular economy’.
Both these concepts promote a systemic
transformation in the way resources flow
through the economy and society.

The Europe 2020 Strategy and its flagship
initiative on "A Resource Efficient Europe"
set the EU on the path to this systemic
transformation. The initiative also involves a
roadmap to define medium and long term
objectives and means needed for achieving
them.

Increasing the resource-efficiency of all
the economic activities in the EU represents a
key objective in all the strategic documents
addressing medium and long-term economic
growth.



In practice, this requires that the stocks of
all environmental assets from which the EU
benefits or sources its global supplies are
secure and managed within their maximum
sustainable yields. The Resource-efficient
Europe flagship initiative under the Europe
2020 Strategy [1] promotes the integration of
resource efficiency in economic, energy,
transport, construction, agriculture, fisheries
and cohesion policies.

Higher and sustained improvements of
resource efficiency performance are within
reach and can bring major socio-economic
and environmental benefits. This way all the
strategies for sustainable development should
be efficiently and effectively underpinned
[2].

Therefore, one of the key objectives of the
National Strategy for Sustainable
Development of Romania is the eco-efficient
management of resource consumption to

maximize outputs, by promoting a
sustainable model of production and
consumption  allowing for long-term
sustainable economic growth and

convergence to the average performance of

EU states in resource productivity.

The importance of the shift towards a
resource-efficient and low-carbon economy
in the EU and consequently, in Romania may
be emphasized by highlighting its
advantages, since this process of sustainable
production and consumption is meant to
contribute to:

o boosting economic performance while
reducing resource use;

o ensuring security of supply of essential
resources;

o addressing climate change and limiting
the environmental impacts of resource
use;

o creating new opportunities for economic
growth and greater innovation;

o increasing EU's competitiveness.

A Roadmap to a Resource-efficient
Europe [3] has defined medium and long
term objectives and the means needed for
achieving them. The Roadmap should also be
seen in the context of worldwide efforts to
achieve a transition towards a green
economy, while the main challenges and
actual resource and energy constraints are at
present more and more significant.

As stated in the Roadmap to a resource
efficient Europe [3], in the EU each person
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consumes 16 tons of materials annually, of
which 6 tons are wasted, with half going to
landfill. Trends show, however, that the era
of plentiful and cheap resources is over.
Businesses are facing rising costs for
essential raw materials and minerals, their
scarcity and price volatility are having a
damaging effect on the economy.

Sources of minerals, metals and energy,
as well as stocks of fish, timber, water, fertile
soils, clean air, biomass, biodiversity are all
under pressure, as is the stability of the
climate system. Whilst demand for food, feed
and fibre may increase by 70% by 2050, 60%
of the world’s major ecosystems that help
produce these resources have already been
degraded or are used unsustainably.

If we carry on using resources at the
current rate, by 2050 we will need, on
aggregate, the equivalent of more than two
planets to sustain us, and the aspirations of
many for a better quality of life will not be
achieved [3].

Therefore, in order to prevent this
unsustainable scenario, we shall need a new
focus on resource efficiency and measure
progress towards a  resource-efficient
economy more carefully and pro-actively.

Besides that, there may be many
economic, ecologic and social benefits of
restructuring and turning the economy and
industry into a resource-efficient path, since
this will bring increased competitiveness,
new sources of growth and jobs through cost
savings  from  improved  efficiency,
commercialization of innovations and better
management of resources over their whole
life cycle.

The principal objective of the roadmap is
namely improving economic performance
while reducing pressure on natural resources.
In this context, there are a number of key
productivity indicators, which show how
society is doing in decoupling economic
development from the wuse of natural
resources.

These productivity indicators are defined
as the ratio of GDP to different types of
natural resources such as materials, water or
land, and the lead macro-indicator is
resource productivity, chosen to measure
the main objective of the roadmap.

The lead macro-indicator (‘Resource
productivity, RP’) has been chosen to



measure the progress in

objective of the Roadmap [3].
Resource productivity is defined as the

ratio of GDP to domestic material

consumption RP = GDP/DMC.

Domestic material consumption measures
the total amount of material directly used by
an economy, such as biomass products, metal
ores, fossil fuels, non-metallic minerals,
petroleum resources etc. and is equal to
domestic material extraction plus imports
minus exports.

According to the OECD handbook on
measuring material flows and resource
productivity [4] the term ‘resource
productivity’ may be analysed in a welfare
perspective and is understood to involve:

e a quantitative dimension (e.g. the quantity
of output produced with a given input of
natural resources) and also

e a qualitative dimension (e.g. the
environmental impacts per unit of output
produced with a given natural resource
input).

An important conceptual aspect is that
resource productivity (RP) is no different
from any other type of productivity (labour,
infrastructure etc.) in that it would contribute
to growth and jobs although a resource
productivity increase would also contribute
to a better environment.

the principal

Resource productivity describes the
relation between economic outputs in
monetary terms (Y — numerator) and a

physical indicator (M — denominator) for
material or resource input.

The indicator RP is expressed at the level
of EU-28 in euro per kg and also as an index
based on the year 2000 (at Eurostat), while in
the Romanian NIS System of Sustainable
Development Indicators, RP is expressed in
Thousand lei/t, (2005 prices, see Table 1 and
Figures 1 and 2a and 2b).

3. Trends and issues of resource
productivity in Romania

We have previously analysed and
concluded in [5] that resource-efficiency,
namely expressed by the resource
productivity  indicator  enabling  the
decoupling  of  resource use and
environmental impacts from economic
growth, underpins all the valuable ideal
concepts of economy and development:
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sustainable development, the green economy
and the circular economy, as well as the
policies and strategies dedicated to their
objectives.

Anyway, a higher RP ratio measured as a
ratio of GDP/DMC would indicate better
performance, with growth consuming
relatively fewer resources.

In the National Sustainable Development
Strategy Romania (NSDS) 2013-2020-2030
was stated as an important Horizon 2013
National Objective: to achieve eco-efficient
management of resource consumption and to
maximize  resource  productivity by
promoting a pattern of consumption and
production that makes sustainable economic
growth possible and brings Romania
gradually closer to the average performance
of the other EU countries [6].

Unfortunately, as previously pointed by
[7], the Romanian economy’s resource
productivity was at the lowest level in EU-27
in the period 2000-2007, far below the EU-27
average since, the predominant business foci
were not resource efficiency or any other
sustainability concern, but more the relatively
low level of Ilabour productivity and
benefiting from the predominance of labour-
intensive industrial sectors, with competitive
advantages based on - even though increasing
- the second lowest labour costs in EU-27.

For the EU, the evolution of RP (the
resource-efficiency lead indicator) seems to
have been apparently good, in the last years.
Thus, in contrast to the decline in material
consumption, EU-28 GDP grew by 16%
between 2000 and 2012.

As a result, EU-28 resource productivity
(GDP/DMC) increased by 29%, from 1.34
€/kg of resources used in 2000 to 1.73 €/kg in
2012. However, despite recent improvements
in resource productivity, the European
consumption patterns remain resource
intensive by global standards [8].

On the other hand, the latest Eurostat data
show that Romania has a productivity of
resources equal to 33% of the European
average. The Romanian economy consumes
59% more raw materials than in other
European countries, and this, together with
the fact that labour productivity and capital
are low in our country, puts us in the last
position in the top of resource efficiency [9].

In order to check the validity of this status
and the evolution of the resource-efficiency



level in Romania, as expressed in the lead-
indicator Resource Productivity (RP), we
have made some own data-analysis and
computations.

Table 1 Evolution and trends of the RP in
Romania, 2000-2012
(Thousand lei/t, 2005 prices)

2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006
RP | 1,27 | 0,85 | 0,93 | 0,90 | 0,91 | 0,87 | 0,87
2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013
RP | 0,78 | 0,66 | 0,78 | 0,84 | 0,75 | 0,78 | n/a

Source: NIS, System of Sustainable Development
Indicators, Objective no 4. Sustainable production and
consumption OP4_1 Resource productivity

Figure 1 Resource productivity evolution
and trend in Romania, 2000-2012
(Thousand lei/t, 2005 prices)
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Source: NIS, System of Sustainable Development
Indicators, see Table 1

It can be seen (Table 1) that over the
period 2000-2012, the evolution in Romania
of the RP indicator development was quite
significant and the overall trend is
undoubtedly downward. For the entire period
considered (2000-2012), the overall resource
productivity in Romania has remained low,
and has even decreased (with 38, 6% in 2012
as compared to 2002, see Figure 1).

Since this downward RP trend in
Romania was registered simultaneously with
an upward trend of the RP in the EU27, in
2000-2012, the resource productivity gap in
Romania compared to the EU average has
increased. Hence so far we have not managed
to get closer to the goal of NSDS Horizon
2020: reaching the current average level of
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EU countries, for the main indicators of
sustainable development [5].

However, we may also distinguish here
two important periods of time which may
have put their mark on the evolution of the
resource productivity in Romania, due to
some different features and trends.

Figure 2a Resource productivity evolution
and trend in Romania, 2000-2006
(Thousand lei/t, 2005 prices)

RP in Romania, 2000-2006
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Source: NIS, System of Sustainable Development
Indicators, see Table 1

The first period 2000-2006 is the so-
called pre-accession (to the EU) period of the
Romanian economy. As we can see in Figure
2 a, in this period, the downward trend of RP
is quite strong. Although the period 2000-
2006 was one of economic growth in
Romania, with positive rates of GDP/capita
every year the RP has decreased quite
sharply, the level in 2005 and 2006 being 31,
5% lower than in 2000.

The reason may be the fact that, in the
period 2000-2007 of important (GDP)
economic growth in Romania, the material
and energy consumption remained constant
or even increased, especially due to several
structural deficiencies — e.g. the high share of
energy-intensive sectors [7], so there was
practically no effect of decoupling economic
growth from resource use.

In the following period, 2007-2012, after
Romania’s accession into the European
Union, the RP has continued to drop to a
lowest level in 2008 (Figure 1), but had a
short recovery during the period of economic
crisis (2008-2010) (see Figure 2b).

Although resource productivity has
remained quite low, lower than before the
accession (Figure 1), it is however to be
noticed here (Figure 2b) a slight slow upward
trend (with a forecast) which may, as we

0,87



shall analyse in future research, become a
sign of a smart, sounder and sustainable
economic recovery in Romania.

Figure 2b Resource productivity evolution
and trend (forecast) in Romania, 2007-2012
(Thousand lei/t, 2005 prices)
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Source: NIS, System of Sustainable Development
Indicators, see Table 1

It remains to be proved whether this
evolution and trend of the resource
productivity in Romania was a positive effect
of the economic crisis, in the rehabilitation of
economic structure for a smart recovery
which may, if maintained and exploited in
the future, promote a model of sustainable
development through a decoupling of
economic growth from resource consumption
in our country.

4. Conclusions
Using resources more efficiently should

help the European Union and the EU member
states (including Romania) achieve many of

the strategic objectives of sustainable
development by increasing  resource
productivity.

A resource efficient economic

development is also the route to the future
green and circular economy in the European
Union (and in Romania), since it allows the
economy to create more with less, delivering
greater value with less input. This involves
using resources in a sustainable way and
minimizing their impacts on the environment.

The projections of future trends (in the
business as usual scenario) suggest that
Resource Productivity will continue to
increase in the EU, but at a slower rate than
in the past. In a baseline projection, GDP is
forecast to increase by around 30% between
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2014 and 2030, and in the meanwhile
Resource Productivity will have improved by
around 15% by 2030 (by 7% by 2020) at a
trend rate of 0.9% per annum) [10].

As we have pointed in this paper, in
Romania, the situation of the resource
productivity indicator is more complicated
since here we must reverse the past (2000-
2012) downward trend of the RP.

In the NSDS of Romania, some
preliminary estimation indicated that the
application of adequate economic policy
instruments could result in a 3-4% annual
increase resource productivity during the
period 2008-2013.

Although this may have been an
optimistic scenario, not accounting for the
economic crisis of 2008-2011, our research
shows a trend of slight recovery and increase
of the RP in Romania after the economic
downturn.

These outcomes call for further analyses
in order to see which are the latest positive
potential factors of resource productivity
increase (such as economic restructuring,
technological innovation etc.) that should be
exploited in the national economy.
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Abstract

The appearance of structural funds from
the European Union, accounted for a country
in full economic and financial crisis starting
a point in reducing its territorial disparities
at regional level. To combat territorial
disparities at regional level its attempted
received an allocation of resources more
accurate, trying to harmonize the population
needs identified with  socio-economic
indicators values considered indispensable
for this procedure.
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1. Introduction

Like other Member States, Romania
benefit from financial support from the
structural  instruments for social and
economic development of the country.
Structural instruments distributed by the
European Commission are influenced by
economic, technological, social, political etc.
The purpose of these funds is to combat long-
term unemployment, youth unemployment,
promoting rural development, development
and conversion of areas affected by post-
revolutionary industrial decline [1].

Starting from the overall goal and
analyzing the situation of each region (of the
8 NUTS 1I regions of Romania) one can say
that there are regional disparities in socio-
economic terms to the whole country.

The role of this program, the possibility of
accessing structural funds grants, is to
provide a certain standard to meet the needs
of each inhabitant (a minimum level of
business, social and human capital) in each of
the regions leading to economic growth.

The procedure of applying for European
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funding is often considered to be very
complex and difficult, discouraging a good
many trips. Those who apply to take into
account both direct financial gain and
recognition of the value of the proposed
project and institutional competence. The
share of projects accepted for funding under
the different programs varies, and those who
have failed to implement a project reapplied,
increasing the number of those interested in
European funds and the quality of projects
proposed for funding [2].

Romanian state financial allocations to
every area of interest (which may be
attributed either to a priority axis or key area
of intervention) were based on certain key
indicators. Their choice was more or less
appropriate, which will be considered further
in research. Research premises that led to the
financial planning of resources received from
the European Union is important to analyze
program performance, improve it and avoid
future errors highlighted along the way.

2. Literature review

It is inappropriate that all infrastructure
investment, whatever its nature, be regarded
as the result of a tactical distribution. When
prompted for the amount of funds to be spent
on infrastructure in a specific region
government took into account both the
political situation and certain economic
indicators. Moreover, the government is
limited to some extent by the Constitution
and other laws which do not change too
easily. Given these constraints, the
government is obliged to justify its decision-
making criteria both supporters of the party /
parties and the general electorate. Therefore,
to be followed objective criteria established
for distribution of structural funds and voter
preferences are influenced by the ideology of
the party which is in government [3].
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It aims to allocate funds for disadvantaged
regions of the Member States to enable them
to catch up with the EU average, forming the
NUTS 2 regions (with a GDP per capita
below 75% of EU average) with no problems
qualifying for transfers structural funds from
the EU's central budget. This rule outlines a
discontinuous regression that leads to a
probability of success of 75% [4,5].

Economic criterion is not only influencing
the allocation of funds but political influence
and relationships between governmental
stakeholders outlines the allocation process
too [6].

In 2007-2013, the transport infrastructure
was one of the priorities of development and
cohesion of the European Union, considering
it a means of reducing economic disparities
so that not less than 28% of the total amount
allocated to the period being dedicated [7].
The impact of transport infrastructure on
regional economic performance is shown by
quantifying public road length, lenght or
upgraded roads with light road coverings in
all county roads, road transport infrastructure
investments, the share of investment in road
infrastructure in GDP, the volume of road
transport of passengers or the volume of road
freight transport.

Considering the above, and the fact that
Romania is facing difficulties in terms of the
degree / indicators absorption of European
funds, we can say that the economic effects
of these investments in any kind of need
identified population is not very visible in
regions, communities and the population in
those areas [8].

3. Data Framework

Absorption capacity can be defined as the
ability of a country to spend in an effective
and efficient way structural allocated funds
[9]. Each Member State has the freedom to
decide how to allocate funds for each
identified need to be absorbed. Romanian
needs were identified in urban development,
road infrastructure, transport, social
infrastructure, business and tourism. Within
social infrastructure are included, in turn,
several needs, namely health, social services,
educational infrastructure and equipment
operational bases for emergency
interventions. In view of the above, we
removed the need for analysis equipment
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operational bases for emergency
interventions as each region of the 8 accessed
the same type of facilities through three
applications/grant agreements. Also, the three
requirements identified under Priority Axis
no. 3 are different, so it is necessary to
separate their analysis, given that at each key
indicators have been identified totally
different. Key indicators are mentioned in the
section that relates econometric model.

4. Econometric model

Mostly Regional Operational Programme
2007-2013 is a sector that does not present a
specific regional features, the only way to
distinguish them 1is financial allocation
attributed to each of them. The idea of the
funding distribution was that larger sums
covered by the less developed regions to
prevent the deepening of disparities in
regional development. According to the chart
below you can see that the allocation for the
Northeast region was 16.32% of the total
funds allocated to the percentage allocated
for Bucharest-Ilfov - 8.86%. This allocation
was analyzed throughout the period 2007-
2014, a period when financial allocations
were made in several stages.

Chart 1 - Allocated vs contracted
amount of funds to each region

M contracted M allocated

Source: www.inforegio.ro (Abbreviations for
regions: NE- North East, SE-South East, S-South
Muntenia, SW-South West Oltenia, W-West,
NW-North West, C-Center, BI- Bucharest-Ilfov)

Comparing percentages between the funds
allocated and contracted values it can be said
that the proportions have been kept,
regardless of shifts performed during the 8



years. The European Commission determined
by ROP's Manual maintaining the objectives
so that the more developed regions haven’t
had supplementary funding, regardless the
identified needs.

The case study was based on obtaining
reliable models on the seven previously
identified needs. As a dependent variable was
considered for each model the annual
contracted value between 2007-2014. The
purpose of this model is to analyze this
program prerequisites to achieve its goals at
all. However it should be noted that EVIEWS
program was used to process the data
considered important for the econometric
study.

In 2007, virtually jam sensing what was to
occur, both at the country level and at the EU
level, it was created the non-rembursable
possibility of contracting such projects
funded by the European Union, possibly
based on certain key indicators.

Analyzing the relationship between key
indicators, specific needs for urban
development and the annual contracted value
begining with 2008, it can be concluded that
it was obtained a valid linear regression
econometric model, with an accuracy of
about 87%. Durbin Watson test value closed
to a value of 2 (1.89) demonstrates there is a
serial correlation of errors, Jarque-Bera value
indicating slight right asymmetry which may
represent an obstacle in achieving the desired
objectives.

Moreover, we observed that the most
important independent variables to take into
account were the length of urban roads
(thousand km) and total lenght modernized
municipal streets in city streets. It can be said
that the objectives considered to achieve the
desired performance for this axis were as
close to reality as possible, although
differences between the contracted values
and the effective absorption differences may
appear to refute the obtained model.

Road transport was always a topic of
national interest, there are no regional
programs/ sectoral development that do not
include this need in its economic growth. The
difficulties the sector faces always persist,
Priority Axis no. 2 being a very good
opportunity for Romania in improving its
quality by works to combat poor state of road
infrastructure, the low level of connection
between transport networks of regional,
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national and European. Starting from the
premises that needed to be identified by key
indicators in the previous chapter can say that
the most important variable is the volume of
road transport of passengers (million
passenger - km), and is less influenced by
county roads (km). So at governmental level,
the most important point of road transport
has been offering the public a civilized level
of travel, placing less emphasis on freight
transport, which would also help to boost the
economy. The econometric model is a linear
regression also with an accuracy level of
97.01% and a valuable Durbin Watson,
respectively 2.14. And if we can say that
identified this need was met first step of the
specific objectives of the Priority Axis no. 2
also it is important the absorption rate.

In Romania, needs of health, social and
educational infrastructure have been
included under Priority Axis no. 3, their
direct beneficiaries coming from various
areas of population. Analyzing the data of the
three major areas of intervention have been
obtained three linear regression models,
multifactorial, thus:

- Health. The model has a confidence
level of 71.57% and the key indicator - the
number of doctors per 1,000 inhabitants - is
the least influencing the contracted value, so
we can say that the focus is more on
rehabilitation, modernization and equipping
hospitals /out patient hospitals than bringing
more specialists in areas where the increased
number of residents requires. It is required
not to forget that the economic crisis has led
to diminishing funds allocated to health
services, which were already extremely
limited in relation to the development of
Romania, depriving the poor of the
possibility of accessing medical services and
the external migration of the medical
personal. The targets set in the country and
crisis in early 2009 were not harmonized so
the access/contraction grants to eliminate
these negative effects, as demonstrated by the
asymmetry coefficient Jarque-Bera date.

- Social services. One of the Romanian
society’s vulnerability is the low quality of
social services infrastructure and the limited
access of the population to such services. If
Romanian authorities found several key
indicators in determining the amounts to be
contracted (EU funds), of particular
importance was the number of children in



public and private care homes, trying
virtually as high allocation to these areas of
interest. On the opposite side are social
canteens, few in number, which by their
modernization have no added value such as
the possibility of giving the nourishment
needed by more people than the capacity they
have at the moment. Certainty level of the
model was 93.43%, a high for an estimation
of such premises.

- Education infrastructure. A linear
regression model with an accuracy of 81.74%
has shown that the most important aspect
considered in determining/allocation for Area
of Intervention 3.4 was the percentage of
people 30-34 years old who graduated
tertiary education including post-secondary
and less important was the number of
teachers. Also, among the financial and
economic crisis it suffered underfunding
education by the lower public spending.
However, pressures on the labor market have
led to an increase of unemployment, the
request for skilled labor, which implicitly led
to the need for high quality educational
services. So we can say in the shown
situation that the main objective was the
rehabilitation, expansion and equipping of
educational structures of any kind they might
be, education level knowledge and progress
must not know age limit for anyone,
becoming performance for early career. It
should not omit the fact that the coefficient
Durbin Watson is on the threshold of
significance, namely 1.60.

Priority Axis no. 4 had as prerequisites
the developing of micros by building their
own working spaces, either through provision
of various technological equipment and
machinery, computer, furniture, etc.,
depending on their sphere of activity. It
should not be omitted any business structures
whose purpose is to provide new spaces for
rent to other companies as appropriate and
equipped. With an accuracy of 90.61%, the
regression model that depicted the most
important variable is the number of small
medium enterprises in the tertiary sector,
where it can be said that we want to develop
them to make contributions to the national
economic growth. On the other hand, gross
value added generated by small and medium
enterprises has the least importance.

Tourism, regardless of the practiced type,
is an area heavily influenced by economic
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and financial changes being affected during
the crisis phenomenon. Government
authorities have tried through structural funds
to provide on the one hand the investments
needed for rehabilitation and historic
preservation, rehabilitation and expansion of
accommodation in order to attract tourists; on
the other hand the organization of events,
especially those with tradition. However, in
this case the objectives have not been
harmonized at all the indicators taken into
account. Tried getting a known econometric
model based on which it can make a
prediction about the new programming
period, who showed a higher accuracy is still
linear regression, with an accuracy of about
88%. Referring to the same pattern we found
that the forecasts had as main variable the
expenses arising from personal and business
trips of residents abroad in order to attract
them and as less important variable the share
of expenditure in GDP generated by
residents traveling. Also to be taken into
consideration that the outstanding amount is
due to a high degree of media coverage and
the need of rehabilitation and preservation of
monuments  whose intervention  was
necessary regardless the origin of the funds.

Above econometric study was based on
the identification of econometric models for
each particular field wusing specialized
software  Eviews, thus obtaining the
following mathematical relationships set out
below:

Econometric models relating to areas of
interest / Regression models indicators

The econometric model /
Indicatory

The
necessity
identified

y1=0,006+13.765*A1+
9,565%A2-2,604*A3-1,125*%A4-
13,009*AS5-7,369*%A6+ 3,879*A7

Devel
opme




A1- Green space / resident (sqm /
resident); A2- Length of urban streets
(thousand km); A3- The share of urban
modernized roads in urban streets total
(%); Ad4- The number of companies
erased from urban (thousands); AS-
Costs incurred by local government
(billion); A6- Expenditures from local
government in GDP (%); A7- Share
capital expenditures of local
government in GDP (%)

Road Transport (y2)

y2=0,013-36,933*B1-13,806*B2+
50,138*B3+ 6,172*B4-0,125*B5+
0,243*B6-4,789*B7+0,889*B8

B1- Length of public roads (thousand
km); B2- Length of county roads
(thousand km); B3- Share of
modernized roads in the county roads
total (%); B4-Share unmodernized
roads in county roads total (%); B5-
Investment in road infrastructure
transport (billion); B6-The share of
road infrastructure investments in GDP
(%); B7- The volume of road transport
of passengers (million passenger-km);
B8-The volume of road freight
transport (billion tonne-km)

Health (y3)

y3=0,006—2,766+xC1+24,260*C2
-13,173*C3-10,543*C4+ 5,584*C5

C1- The share of health expenditure in
GDP (%); C2- The number of hospitals;
C3- The number of hospital beds per
1,000 residents; C4-The number of
specialized ambulatory and hospital;
C5- The number of doctors per 1,000
residents

D OCTAI
Services

(AN

y4=-12,526*D1-72,352*D2-67,662*D3
+177,392%D4-14,309%*D5-49,522*D6+
3,139*D7+27,765*D8+9,849*D9
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ID1- The share of public expenditure for
social protection in GDP (%); D2- The
number of disabled people in Romania
(thousands); D3- The number of
institutionalized disabled persons
(thousands); D4- The number of
functional centers for disabled people
and under the coordination of
igovernment; D5- Number of children in
public and private investment
(thousands); D6- The number
placement centers for protection of
children in difficulty; D7- The average
daily number of persons receiving
services offered by social canteens
(thousands); D8- The number of social
canteens; D9- The absolute poverty rate
(%)

¥5=0,0312+7,993+xE14+48,877+E2
—1,554+xE3+54,715*E4—103,216+ES—
5,374xE6+4,931xE7-3,285+E8

Education al Infrastructure (y5)

IE1- Public expenditures for education
in GDP; E2-Number of educational
institutions (thousands); E3- The
number of school population (million)
IE4-Rate of enrollment in education of
the school population (%); ES-The
number of teaching staff (thousand)
IE6- Rates of quit early education and
training system; E7- The share of
people 30-34 years old who have
completed tertiary education including
post-secondary education (%); E8-
IAdult participation to continuous
rofessional training (%)

Business Environment (y6)

y6=—0,029+3,747*F1+0,585*F2+
0,395*F3-0,556*F4-7,004*F5-
2,085*F6+0,808*F7+1,043*F8+3,674*
F9

IF1- The number of active SMEs
(thousands); F2-SMEs number in the
primary sector (thousands); F3-SMEs
number in the secondary sector, less
construction (thousands); F4- SMEs
number in the construction sector
(thousands); F5-SMEs number in the
tertiary sector (thousands); F6 Gross
value added generated by SMEs (EUR
million); F7- The value of exports
SMEs (billion); F8-The average
duration of micro debt collection
(days); F9-The average duration debt
collection of SMEs and large firms

(days)




y7=0,006+12,933%G1-6,286+xG2-2.06
9xG3+0,427xG4-2,044xG5—-1,679xG6

(G1- The tourists arrivals number in
accommodation establishments (mil);
(G2- The overnight stays number in
tourist reception (millions); G3-
Revenue generated by personal and
business trips of non-residents
(millions); G4- Expenses for personal
and business trips of residents
abroad(mil); G5- The share of revenues
generated by non-residents traveling in
GDP (%); G6- The share of revenues
generated by residents traveling in GDP
(%)

Tourism (y7)

Source:www.fonduri-ue.ro, www.inforegio.ro
5. Conclusions

Returning to the ROP's strategic objective

,supporting the economic, social,
territorially  balanced and  sustainable
development of the Romanian regions

corresponding to their needs and specific
resources, focusing on urban growth poles,
improving the infrastructure and business
environment to make Romanian regions,
especially those lagging behind, more
attractive places to live, visit, invest and
work ", it can be said that all needs are
included in this description. Therefore each is
a link in the ,,ROP's" chain, without which
society can not progress.

In the same time of creating the objective,
namely to identify the needs of the
population, they were analyzed different
indicators to create a premise in the
allocation for each Region. Their choice was
not random, as demonstrated relatively close
percentages and amounts proposed for
contracting and actually paid, according to
the Chart no. 1, it must also note that the
value contracted all major areas of
intervention or priority axes was 100%.

Light negative imbalances are found for
urban  development and  educational
infrastructure, but also for social and health
services, which can be generated by
subjective factors that can not be controlled
such as local authorities wish to learn and
take implying a project of this scale, the
selection of independent variables that do not
fit perfectly the needs of society.

Strategies analyzed showed models with
an accuracy rate close to 80%, although
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linear regressions were used, multifactorial in
solving problems of this scale.

The models are strong linked between
variables available in accordance with the
analysis of Adjusted R Squared (over 88%),
with the indicator Durbin-Watson (values
between 1.60 and 2.30) and Jarque-Bera
indicator calculation. The specific health
sector model tends towards true values
because the differences are very small in
relation to models whose value reaches the so
called utopian perfection.

One can say that it has been achieved the
goal of harmonizing the strategic objective
indicators analyzed for each level.

Finally, the situation must be analyzed
taking into account paid reimbursements.

Only after reaching the financial goal we
can say that the program is successful. At the
level of implementation are many other
factors that influence it, but it is a topic for a
new case study.
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Abstract

This paper reevaluates the sustainable
tourism concept, in the context of the
information society and the globalization
process. Thus, sustainable tourism activity in
the context of the information society was
characterized by a range of statistical
indicators covering three pillars: the pillar of
tourism activity, the environmental pillar and
the pillar of the information society. Using
the principal component analysis, the number
of variables initially included in the analysis
has been reduced to three main components:
"Usage of IT technology for tourism
participation” component (e-tourism),
"Environmental pressures" component and
the “Financial component of environment
protection”. Together, the three principal
components explain 90.299% of the variation
in the initial set of data. The results will be
used in future work to build an aggregate
index of sustainable tourism in the context of
the information society.

Keywords: Sustainable tourism, e-tourism,
principal component analysis, information
society.
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1. Introduction. Characterization of
sustainable tourism statistics in European
countries related to information society

First place occupied by Europe in top
destinations has conferred to the tourism
sector a key role in the European economy,

generating - with its direct and indirect
effects - over 10% of the EU GDP and
providing employment to almost 10 million
citizens, in almost 2 million businesses [1].
Promotion of the European tourism values
and the increasing competitiveness in the
sustainable tourism sector may get new
values in the context of using the
communication and information technology.
Thus, in European countries, tourism market
- developed in the IT & C environment -
represents about 36% of total sales of the
travel industry. [1]

Sustainable tourism destinations can be
promoted through information technology,
widening individuals’ access to information
in the tourism sector. This acquires great
significance in the context of globalization, a
process that plays a catalyst-role for the
volume and efficiency of tourism activity.
Promoting sustainable tourism, increasing the
population's preferences for sustainable
tourism destinations will enhance
environmental protection actions, to maintain
a high quality of the environment.

The latest European tourism statistics
provided by EUROSTAT show that
European residents made 1.1 billion trips for
personal or business purposes, in 2013. More
than half of them were short trips, (1-3
nights) and three quarters of them were
travels to domestic destinations. [2]

On the other hand, the penetration of
modern information and communication
technology increased among European
countries, so that in 2013 almost 80% of all
households in the EU-28 countries had access
to the Internet. In 2013 62% of all individuals
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accessed the Internet daily and almost half of
the individuals aged 16-74 years had ordered
goods or services over the Internet at least
once, for personal, private purposes. [3]
European online travel market has boomed
within the last 15 years. Thus, the volume of
its value in the period 1998-2009 increased
from 218 to 254 billion, (1% average
increase per year ). The share of online sales
reached 25.7% (meaning Euro 65.2 billion),
increasing by over 25 times in the analyzed
period (in relative expression) . [4]

Quality of tourism depends more and
more on environmental quality, on ecological
space dimension where tourism activities are
being developed. In 2012, in EU-28
countries, Greenhouse gas emissions from
industry and households amounted 4.67
billion tones of CO2 equivalent (9.7% lower
compared to 2000 level). [5]

Environmental protection expenditures in
EU-28, made by specialized producers of
environmental protection services were 145
billion Euros in 2013, representing more than
half of all public expenditures. Public sector
spent 87.2 billion Euros for environmental
protection, while industry spent 51.6 billion
Euro. The highest increase - in the period
2003-2013 - was recorded in environmental
protection expenditure made by specialized
producers (over 40% increase), followed by
the public sector. [6]

In the EU-28, municipal waste generated
was 481 kg / capita, lower than 2010-level by
23 kg / capita. Extreme values of the
indicator were recorded in Denmark
(maximum value: 747 kg per capita) and in
Romania (Minimum value: 272 kg per
capita). [7]

2. Data and methodology

The data was provided by EUROSTAT
database [8], characterizing 2013 and
covering 26 European countries. Processing
was performed using SPSS Ver. 20 and
consisted of using the Principal Component
Analysis.

Originally, there were considered a total
of 14 variables. The variables chosen defined
three main pillars: pillar of tourism activity,
the environmental pillar and the information
society pillar. After analyzing the correlation
matrix, there were, however, removed from
the analysis some of very highly correlated
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variables and some of very weakly correlated
variables. Between the participation in
tourism activities (PART_TOURISM) and
the use of the Internet to purchase goods and
services (INDIVID_ORD_INTERNET) - for
example - there is a quite strong correlation,
but not so strong to eliminate one of the two
variables within analysis (Figure 1). [9]

Figure 1. The correlation between the
participation in tourism activities and the use
of the Internet to purchase goods and
services
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Source: made by the authors, based on
EUROSTAT data.

The analysis was developed on seven
statistical variables: Participation in tourism
for personal purposes (as a percentage of
total population; duration: 1 night or over)
(PART_TOURISM); Greenhouse Gas
Emissions (CO2 equivalent — Thousand
Tones) (GHG_EMISSIONS); Environmental
protection expenditure in Europe - % of
GDP (ENV_PROT_EXP); Protected Areas
for biodiversity: Habitats Directive (Area —
km?2) (BIODIVERSITY); Treatment of waste

(Tones) (TREAT_WASTE); Individuals -
internet use (% of all individuals)
(INDIV_INT_USE);  Individuals  having

ordered/bought goods or services for private
use over the internet in the last three months
(% of all individuals) (INDIVID_ORD_
INTERNET);

In order to apply the principal
components analysis method, the variables
were standardized, using correlation matrix
in analysis. All quantitative variables
included in the analysis are measured on the
ratio scale.



Kaiser-Meyer-Olkin Measure, pointing
the sampling adequacy is 0.669, higher than
the accepted minimum value (0.6), indicating
that the Principal Component Analysis is
suitable for the data considered. The value of
Bartlett's Test of Sphericity) (126.795)
reveals that there is no enough evidence to
accept the null hypothesis, according to
which the correlation matrix is an identity
matrix. Thus, we reject the null hypothesis
(significance level: 0.000) (Table 1).

Table 1. Bartlett's Test of Sphericity

KMO and Bartlett's Test
Kaiser-Meyer-Olkin Measure of
. .669
Sampling Adequacy
Bartlett's [ PPrOX- Chi- 126.795
Square
Test of
Sphericit df 21
P Y [Sig. 000

Source: made by the authors, based on
EUROSTAT data.

In Communalities Table (Table 2) we can
observe that large shares of each variable
variance are explained by the principal
components (shares ranging between 0.825
for GES_EMISSIONS variable and 0.970 for
ENV_PROT_EXP variable).

Table 2. Communalities

Initial | Extraction
PART_TOURISM 1,000 908
GHG_EMISSIONS 1,000 .825
ENV_PROT_EXP 1,000 970
BIODIVERSITY 1,000 .826
TREAT_WASTE 1,000 .906
INDIV_INT_USE 1,000 954
INDIVID_ORD_IN
TERNET 1,000 932
Extraction Method: Principal Component
Analysis.

Source: made by the authors, based on
EUROSTAT data.

From Total Variance Explained Table
(table 3), as well as from Scree-Plot (figure
2), we notice that there are three main
components that can be retained, with
Eigenvalues higher than 1. Together, the
three components explain 90.299% of the
total variation in the data set.

Table 3. Total Variance Explained
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Compo- Initial Eigenvalues
nent Total % of Cumulative
Variance %
1 3.048 43.539 43.539
2 2.205 31.506 75.044
3 1.068 15.254 90.299
4 324 4.636 94934
5 .166 2.372 97.307
6 128 1.824 99.131
7 .061 .869 100.000

Source: made by the authors, based on
EUROSTAT data.

Figure 2. Scree Plot

Seree Plot

Eigenvalus

Component Kumber

Source: made by the authors, based on
EUROSTAT data.

Component Matrix Table (Table 4)
provides an image of factor loadings. So, the
first main component is a combination

between the following variables:
INDIVID_ORD_INT, PART_TOURISM,
INDIV_INT USE. The second main

component is rather strongly correlated to
environmental variables: TREAT_ WASTE,
BIODIVERSITY, GHG_EMISSIONS (in
fact, the pollution factors damaging the
environment). The third main component is
strongly correlated to the ENV_PROT_EXP
variable.

Table 4. Component Matrix“

Component
1 2 3
PART_TOURISM J771 =527 -,161
GHG_EMISSIONS 6471 ,618( ,158
ENV_PROT_EXP -,002| -234( ,957
BIODIVERSITY 5781 ,679( -,176
TREAT_WASTE 587 723,195
INDIV_INT_USE JI17( -,578 ] -,127
INDIVID_ORD_IN 862| -416| 129

T




Extraction Method: Principal Component
Analysis.
a. 3 components extracted.

Source: made by the authors, based on
EUROSTAT data.

The graphical representation of the three
principal components is shown in Figure 3,
as well as their correlations to the
corresponding variables.

Figure 3. Component Plot.

Component Piot
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Component 3
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ob
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"
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Source: made by the authors, based on
EUROSTAT data.

Thus, in approaching the sustainable
tourism issues, we have defined three
components (Figure 4):

e “Usage of IT technology for tourism
participation” component (e-fourism),
characterizing the IT resources used in
population  households (mainly the
Internet access), for intensifying their
participation to the tourism activity. This
component is defined by three variables:
tourism participation, individual Internet
use and goods/services ordered on the
Internet;

e “Environmental pressures” component,
which  characterizes the  potential
pressures exerted by an intense tourism
activity on the environment: an increase
of waste amounts, a reduced biodiversity,
an increase in Greenhouse Gas Emissions.
This component is addressed through
three variables, quantifying the above
mentioned effects;

e “Financial component of environment
protection”, reflecting the reaction of the
society for reducing the destructive
human activities, including in the tourism
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sector, seen in a financial way as the
environment protection expenditures (%
of GDP).

Figure 4. The three principal components

Usage of IT technology
for tourism participation

|

- Tourism participation

- Internet use

- Goods Services ordered
onthe Intemet

Environmental
Pressures

- GHG emizsions
- Biodiversity
- Waste

Sustainable tourism in 1CT society

Financial component of
environment protection

|

- Enviromment protection
expenditures

Source: made by the authors.
3. Conclusions and further work

Monitoring the state of European tourism
is important because it can facilitate the
development and optimization of sustainable
development policy directions, mitigating the
existing economic inequalities between
different regions, optimizing the usage of
local resources. First place occupied by
Europe in top destinations has conferred to
the tourism sector a key role in the European
economy, generating - with its direct and
indirect effects - over 10% of the EU GDP
and providing employment for almost 10
million citizens, in approximately 2 million
businesses.

Promotion of the European tourism values
and the increasing competitiveness in the
sustainable tourism sector, may get new
values in the context of using the
communication and information technology.
Thus, in European countries, tourism market
- developed in the IT & C environment -
represents about 36% of total sales of the
"travel industry". IT can facilitate the
promotion of sustainable tourism
destinations, can help them to obtain a major
significance in the context of globalization
process. This process is, in fact, a catalyst for



the volume and efficiency of tourism activity.
Promoting sustainable tourism, increasing its
extent will enhance environmental protection
actions, to maintain a high environmental
quality.

In the present work it has been
accomplished a resizing process of
sustainable tourism concept, in the context of
the information society and the globalization
process. There were identified three pillars,
concerning the involvement, the participation
in sustainable tourism activities through the
IT technology: the pillar of tourism activity,
the environmental pillar and the pillar of the
information society. Each pillar has been
characterized by means of statistical
variables considered to be important for the
domain (in total seven variables). Using
principal components analysis, the number of
variables has been reduced to three main
components: "Usage of IT technology for
tourism  participation"  component  (e-
tourism), "Environmental pressures"”
component and the “Financial component of
environment protection”. Together, the three
principal components explain 90.299% of the
variation in the initial set of data.

The result of the analysis will continue to
be used in future work, in order to develop an
aggregate index for measuring sustainable
tourism activity, in the context of modern
information and communication
technologies.
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Abstract

In terms of the steadily growing demand
for standard cruises, that is provided by the
appropriate extension of the carrying
capacity and expansion of the construction
zone of the cruise fleet, attention should be
paid to the choice of an alternative approach
to the classical type of a cruise ship, as is the
best appropriate for economic and social
purpose of business and reflects the
characteristics of the region and priority
differentiation of sea tourist’s priorities.

In modern conditions, the expansion of
demand for cruise type of holiday and the
formation of significant investment and cash
flow, attention focuses, on the socio-
economic role of the sector, respectively,
there is a need to improve methods of
management results.

Key words: cruise shipping, local cruise
zones, cruise tourists, strategies, investments.
J.E.L. classification: 0180

Introduction

Elevation of the role of cruise shipping
and the faster growth of carrying capacity of
the fleet of the leading companies of the
world determines the relevance of the
development of methods and indicators of the
strategic planning of infrastructure building.

However, regardless of the current state of
economic and production characteristics of
the cruise shipping companies, it is necessary
to control the character of the solvency of the
main group of consumers of sea voyages [1].
Some importance in this aspect is the state
revenues and the amount of variable costs,
the adequacy of the level of competition on
price and quality criteria. [2] In view of the
marked points, timely reaction to current
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local economic situation is produced. At the
same time crisis technologies must be
presented constantly in the management
system [3]. They are based on a system of
evaluation of the markets and on the
management of passenger flows with respect
to the limitation of fixed costs.

In world practice, steadily growing
demand for standard sea cruises usually is
provided by a corresponding expansion of
transport capacity on the basis of the
introduction to exploitation of new ships. At
the same time the expansion of the zone of
construction of the cruise fleet (Chinese and
South Korean shipyards are involved along
with European bases,) emphasizes large-scale
of renovation of the world's passenger fleet.

It should be noted, that an alternative
approach to the choice the classical type of a
cruise ship, is more correspond to economic
and social purpose of business and reflects
the characteristics of the region and
differentiation priority of marine tourists.

The purpose of the research

The main purpose of the paper is to
consider the planning of development and
functional activities of cruise shipping
digging in the structure of the life cycle.

Main material

Attention emphasizes on the socio-
economic role of the sector with the
expansion of demand on cruise vacation and
formation in connection with this significant
investment and cash flow focuses, attention
emphasizes on the socio-economic role of the
sector. Therefore there is a need for improved
methods of management of results. These
issues are the subject of several publications
[1, 4, 5]. However, the intensity and features
of the development of the local cruise areas
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require basis of long-term planning
principles of the carrying capacity of the fleet
and other resources.

Marketing techniques of the development
of the cruise market offers are constantly
improving [6]. This is evidenced by the
construction of the American company
«Disney Cruise Lines» ship 124 thousand.
Dwt and a length of 330 m. Technology with
elements of fairy-tale entertainment, based on
the principle of the creation of Disneyland
are added to offers of a traditional holiday.

The strategy and development projects of
leading cruise fleet operators basically take
into account two patterns:

- Relative stability of functional-economic
situation in the segment of marine vacation;

- The availability of sufficiently constant
supply and consumers in terms of the
comparative decline on prices for cruises
with regard to their quality and scope of
services.

In the structure of investment and
innovation  strategies, tasks of the
development of passenger terminal of the
port are central in the the Black Sea region
in addition to the construction of a special
fleet. The problem is to find a leading
investment until the moment of their full
impact. The steady increase in the proportion
of large ships is posing an alternative to
either to focus only on the basic ports
(Odessa, Sochi), or search for outside
investors to expand the number of host ports.

Under estimated information, since 2014
more than half of travelers is expected to
serve by marine megalinera. I is enough to
mention the size of such vessels: length 290
m, draft of 12 meters - and is evident
problem of hydraulic engineering for the
Black Sea ports.

Marine Industry of any country in the
conditions of normalized development
provides a complex set of socio-economic
results. Therefore full-scale sea states focus
attention, if not in all areas of use of maritime
complex, then on the most important forms
of effective extraction of sea rent. The
carriage of passengers on cruise modern
technologies in the local marine regions
refers to one of the principal activities.

Features of the zone of operator activity
define development objectives of carrying
capacity and planning of the functional
activities of the specialized shipping
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companies, taking into account the basic
requirements of marine tourists.

The choice of strategy of development of
the local subsystem of the cruise shipping
takes place in the following stages:

1)  Variants of competitive
strategies of the development:

2)  assessment of dynamic and
sustainable cruise shipping:

- strategy of effective
operating;

- strategy of priority
development;

- strategy of diversification.
3)  Functional strategies of
effective positioning:
- Management of quality;
- Marketing;
- Investment;
Strategy of priorities.
4)  Control of the competitive
adequacy;
5)  Reaction to
economic situation;
6)  Anti-crisis technologies.

Cruise shipping actually implements the
change of priorities in the structure of goods
and wealth, despite its positioning in the
system of peculiar entertainment and use of
free time of individual [7] . Therefore, two
underrated aspects, based on its development,
should be considered:

First, the intensification of cash flows
based on an assessment of the individual
value of sea cruise on the part of citizens
savers. This form of realization of the real
flow of money in the current manufacturing
process reduces the imbalance between
speculative  capitalturning operations and
cover of the costs in the functioning
economy segment. In some extent, this
reduces the risk of financial crises, which are
based on the revaluation of corporate
securities.

Character of the softer passage of phase
of the crisis in the cruise segment confirms
the wvalidity of the strategy adopted by
leading shipping companies;

Secondly, the maintenance of scientific
and technical, investment and innovation
subsystems due to the construction and
operation of modern passenger liners, forms
the competitive position of the country's
productive capacity in the structure of
priority technologies.

external



The assessment showed the trends in the
global cruise industry [1], a new socio-
economic sector practically formed, taking
into account the fundamental change in the
interrelation of the costs of current and future
period.

Along with marked, attention should be
noted on the development of the local cruise
segment until the arrival of the world's major
brands of passenger companies to the region
on the basis of the following paradigm:

Firstly, encouraging of invest activity of
ship construction of adequate class on
domestic shipbuilding base by national
operators. This type of vessels are not new
for the program of the shipbuilding industry,
and can be ensured by strategy of quality
and reliability, taking into account that
companies built more difficult navy fleet on
scientific and technological level and on
innovative technologies, before the actual
collapse. Consequently, hull works and
superstructure are not fundamentally new and
cabin interior equipment, using modern wood

processing, reached by specialists of
Zakarpattia region, can provide not only
quality, but also the relative savings

compared with passenger West shipyards
(Spain, Finland);

Secondly, the shipbuilding program for
the Black Sea shipbuilding complex may be
supported by the principle of cooperation, i.e.
partial participation of interested countries of
the Black Sea Economic Cooperation
(BSEC). This condition will stimulate further
improvement of technical and economic level
of passenger terminals in foreign ports
(Novorossiysk, Sochi, Batumi, Anatolian
coast of Turkey).

That is the basis for an adequate
development of cruise Black Sea Range are
investment and innovation strategies, that
have such significantly features as risk and
capital intensity. In this respect, innovations
are considered in the form of the use of ideas
and projects, which ensuring the formation of
effective results. Management of cash assets
of the cruise shipping company, that at the
disposal of the shipowner or operator, should
be attributed to the most important functions
of working capital. This value determines the
level of the absolute company's solvency and
nature of ensuring of continuous operating
cycle. The function of the formation of the
investment potential in the form of short-term
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investments is particularly important ( Ivst).

Rvm = [ZP(‘CiNL‘i - Cspl - ZE{hkpcr _ZVVCGt(l t b)] 2

Z IVSY(1+ dS)r - 141,\'
)

eei - cruise rates by category of quality
of offered services on board in accordance
with the category of the ship (1 );

A
N - planned (estimated) passenger

occupancy of the liner;

Cspe - the sum of expenditure on relevant
vessel calls at the port under the current
conditions (j );

1

Me parameters of consumption (use) of
resources (agents of production

(Ff'f) — factors of production, that ensure
the efficiency and safety of operation
activity;

Por the market price of the used
resources;

W

¢ - the normative of

working capital;

forming of

¢ - resource group (or services), that
predetermining periodic updating of working
capital;

o - the share of used funds,that

predetermine the adjustment of cash flow due
to their non-standard;

T

£ - the deposit rate in the settlement
period;

E the number of periods of short-term
financial investments;

Ape the value of tax deductions, taking

into account payments for the loan.

Solving of these problems predetermines
variation of appearance  of alternative
strategic situations. Therefore, the model of
improving technical and economic level of
shipping companies, depending on the
segment of the two states, is reviewed. [8] In
a situation when the flow of cruise
passengers exceeds the carrying capacity,
which in the recent past is characteristic of
the Dnieper cruises, formed two strategies.
On the one hand - competitive development
based on the launching into exploitation new
transportation capacity, and in case of its



impossibility, the strategy of effective
positioning , which includes a monopolistic
position and on the basis of the main law -
increasing of tariff rates, providing
subsequently financing of new projects.
Antipode of strategy above is excess of
transport capacity of passenger traffic, which
is typical for the state of Danube segment of
passenger fleet UDP. In this case, two
strategies are implemented: first -  the
completion of the project, which is based on
the decommissioning from exploitation
obsolete vessels. The second - an alternative
to this strategy is the diversification strategy,
which is based on two approaches: either to
change the positioning of the region, or the
optimization of interrelation of price and
quality, supporting shipping and passenger
traffic level. Ukrainian Danube Shipping
Company preferred first strategy for its cruise
ships. As a result, the port Izmail was
excluded from the basic ports, with negative
consequences for all forms of the budget.

The functional strategies, such as
management  of  quality,  marketing,
investment and innovation, have to be

implemented along with the development and
diversification strategies.

Conclusions

At the heart of the potential development
of cruise shipping in the Black Sea region is
an increasing demand for sea travel of
citizens of the former Soviet Union. The
value of such rest is comparable the cost of
the rest in the resorts of the Black Sea coast,
but the quality is higher. It should be taken
into account, a considerable number of
citizens from Russia, Ukraine, Kazakhstan
and Belarus purchase trips to expensive
cruise ships. One form of the account of this
factor becomes a regular ship-calls to ports of
Odessa, Bulgaria and Romania, that reflects
two trends in the global cruise market: the
economies of scale (large-capacity ships) and
increase of the perceived value of a sea
voyage on the basis of high-quality services.

Taking into account the priority of
positioning of the national flag in the global
shipping industry, emphasis of attention on a
gradual basis of cruise space of the Black
Sea with the assistance of the share capital
and concession capital should be considered
as an important .
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Considerable experience in the
implementation of cruise technology by
global brands allowed to appreciate the
potential of the Black Sea cruise. The
optimization of interrelation of price and
quality of passenger service is considered as
the base of development in the initial period.
According to the forecasts and the actual
results of the 2010 - 2013's, leading cruise
companies paid special attention to the cruise
market of the Black Sea. According to CLIA,
increase in ship calls of cruise ships in the
Black Sea in 2013. was 37%, compared to
2012. Number of cruise passengers who have
committed tours in the Black Sea region in
2013 reached 303,695 passengers, or 30%
more than in 2012 [9].
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Abstract

The present paper reveals the results of a
short a short analysis of the Romanian’s
main national accounts tax, GDP, general
government, central government and local
government and unemployment rate between
2005 and 2014. The method consist in simple
graphical representations of the above
indices and the analysis and comparison of
their evolution. The main goal is to determine
the unemployment evolution and the possible
influence of the other mentioned indices over
it. The conclusions where that from the
values analyzed the unemployment was not
influenced by a certain level of government
expenditure. Also the unemployment and the
GDP do not obey totally to Okun's law.

Key words: tax, GDP, Central and Local
Government
J.E.L. classification: E22, F43

1. Introduction

Like in most mathematical (and not only)
models, also in most economic models, the
output is proportional with the inputs, in the
terms of levels, especially considering the
capital and labor. Considering this, we might
think that the deceasing the unemployment
under its natural rate might result the output
rising above its potential, and vice versa.
This way of thinking conduct economist
Arthur Okun to attempt to discover and
develop a relationship between these two
variables [7]:

1) the variance between the level of output
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and its potential;

2) the variance between unemployment and
its natural rate.

As a consequence of the study conduct by
Okun for the potential and the natural rate, he
revealed a strong empirical relationship
between changes in the unemployment rate
and output growth. In 1962, Okun showed
the used of data on the quarter-to-quarter
difference in the unemployment rate and
quarter-to-quarter growth rate of the real
gross national product (GNP) from 1947 to
1960. So, he projected that if the real have no
growth, the unemployment rate should raise
with about 0.3 percentage points, from one
quarter to the next. Also, when the real GNP
grown  with 1-percentage-point  the
unemployment rate should decrease with 0.3
percentage points. This number was latter
called by the economists the Okun's
coefficient. This empirical rapport is used
with unchanged form for 50 years. It is
interesting to emphasize that, even the
Okun’s law was a purely statistical
correlation and successive studies have tried
to determine theories explaining the
existence of Okun's law, its original
expression has been used in in classrooms,
policymaking and in the media [7].

Unemployment: because it indicates how
well an economy is using its resources the
rate  of unemployment is a key
macroeconomic variable. We should say that
unemployment cannot be zero, because of the
frictional and structural unemployment even
in the condition that the economy of a state
or geographic area it’s functioning at full
capacity.

The

frictional unemployment  is
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considered to be determined by the time
consumed to match workers and jobs.
Because of deficient information regarding
job vacancies, relative geographic immobility
of the workers and wage inflexibility this
time period can fluctuate quite a lot. The
continuous changing in the sectorial or
regional type of requested jobs is determined
by the demand for goods shifts over time.
That will make the workers to adopt more
time to adjust to this continuous changes [8].

2. Descriptions

As Eurostat defined General government
sector as defined in ESA2010 (paragraph
2.111-
http://ec.europa.eu/eurostat/cache/metadata/e
n/gov_10a_main esms.htm) includes
"institutional units which are non-market
producers whose output is intended for
individual and collective consumption, and
are financed by compulsory payments made
by units belonging to other sectors, and
institutional units principally engaged in the
redistribution of national income and
wealth"[1].

Also according to ESA2010 (paragraph
2.112) the general government sector
includes the following institutional units [2]:
a) the general government units has judicial

authority over other wunits in the
economic territory and manage and
finance a group of activities, that mainly
providing  non-market goods and
services, all of those planned for the
benefit of the entire community;

b) a corporation or quasi-corporation
which is a government unit, if the
government unit controls its output that
is mainly non-market;

c) non-profit institutions controlled by
general government an that are the
independent legal entities and non-
market producers;

d) autonomous pension funds, managed by
the general government with the respect
of the clearance and consent of
contributions and benefits and there is a
legal requirement to contribute.

The sub-sectors of the central government
represent institutional units that are
assembled as the central government plus the
non-profit institutions (NPIs). Those units
must be controlled and mainly financed by
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central government. Thus, the central
government has therefore the authority to
enforce taxes on all residents and non-
resident units engaged in economic activities
within the country [2].

The  central  government is an
administrative body for a small geographic
area, such as a city, town, county, or state.

The local government have control over
their specific geographical region. Also, the
local government cannot pass or enforce laws
that affect geographic area larger than the
one that is specific to their legal region. In

their action and activity, the local
governments should enact taxes, elect
officials, and activate as the national
government, but on a smaller scale,

regionally and financially [3].
The state and the local governments
cannot earn arbitrage profits as the results of

investing tax-exempt procees in higher-
yielding investments [4].
The main national accounts tax

aggregates can be explained as the total
receipts from taxes and social contributions
(that  includes the imputed  social
contributions). We must emphasize that the
amounts of deduction considered will never
be collected in integrum.

The unemployment rates can be defined
as the number of persons that are
unemployed and is calculated as the
percentage of the labor force.

The labor force represent the total number
of employed and unemployed people. The
unemployed persons include the persons
aged from 15 to 74 who were:

a. without work during the reference week,

b. they are currently available for work, i.e.
were available for paid employment or
self-employment before the end of the
two weeks following the reference week,

c. also they actively seeking work, that
means that they take specific steps in the
four weeks period ending with the
reference week to seek paid employment
or self-employment or who found a job
to start later, i.e. within a period of, at

most, three months [5].

3. Method and analysis
The method consist in simple graphical

representations of the above indices and the
analysis and comparison of their evolution.


http://ec.europa.eu/eurostat/cache/metadata/en/gov_10a_main_esms.htm
http://ec.europa.eu/eurostat/cache/metadata/en/gov_10a_main_esms.htm

The main goal is to determine the
unemployment evolution and the possible
influence of the other mentioned indices over
it.

As many researchers tries to apply
mathematical models to the real values, the
authors of present paper want to use raw data
without any function determination and use.

Thus in table 1 all indices are presented as
they are collected from European
Commission FEurostat website and put
together by the authors.

Considering the real data values presented
in table 1, the authors developed simple
representation using windows excel software
and determined the figures 1, 2 and 3.

Figure 1. Main domestic account tax and
GDP evolution from 2005 to 2014.
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In figure 1 Main domestic account tax and
GDP evolution from 2005 to 2014 were
presented and the following conclusion was
drawn: as the GDP has one inflection point in
2009 due to the financial crisis, the Main
domestic account tax has its lowest value in
2010 and after a short rise in 2011 is falling
since then.

Figure 2. General, Central and Local
government evolution from 2005 to 2014.
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Table 1. Main national accounts, General
government, Central government, Local
government, Gross domestic product at
market prices evolutions from 2005 to 2014.

General government (Percentage of gross domestic product (GDP))
Central government (Percentage of gross domestic product (GDP))
Local government (Percentage of gross domestic product (GDP))

Main national accounts tax aggregates [gov_10a_taxag]

oo |Gross domestic product at market prices (Current prices, million

S
S
: E
- 2
2005 | 28,3 (334|246 | 7,0 ,02
2006 | 29,0 | 353 | 26,6 | 8,6 | 9,84
2007 | 29,6 | 38,3 | 29,0 | 9,7 | 12,54
2008 | 28,3 | 38,9 | 28,7 | 9,7 | 14,24
2009 | 27,2 | 40,6 | 29,3 | 9,9 | 12,04
2010 | 27,1 [ 39,6 | 29,2 | 9,5 | 12,67
2011 | 28,1 | 39,1 | 27,3 | 10,3 | 13,33
2012 | 28,0 | 36,4 | 249 | 9,6 | 13,38
2013 | 27,3 (352|248 | 9,2 |14,43
2014 3491248 | 9,1 | 15,00
Source: Our own table structure
considering the data from
http://ec.europa.ecu/eurostat [6].
In figure 2 the general government,

central government and local government
expenditure are shown. As we can see the
general and central maximum values were
recorded in 2009, while the maximum for the
local government was registered in 2011.


http://ec.europa.eu/eurostat

Figure 3. Unemployment rate evolution
[ %] from 2005 to 2014.
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In figure 3 only unemployment rate
evolution from 2005 to 2014 was graphically
represented as its evolution is the most
heterogeneous one. Here we can see that the
lowest value is encountered in 2008. After
this time the highest value is in 2011, also the
highest value (considered after the financial
crisis) for local government and main
domestic account tax.

For a better understanding of the indices
evolution and the way that can be observed
as relatives of each other evolution, figure 4
was elaborated

Figure 4. All indices evolution from 2005
to 2014.
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The figure 4 reveals, by the evolution of
the data values for the five indices, that the
general government, central government,
local government has almost the same
evolution, but looks like it is inversely to the
main domestic account tax. Regarding to the
gross domestic product, its evolution ddo not
have any direct or indirect similarity with any
other from the four indices
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4. Conclusion

The authors conclude that no expenditure
form the government levels mentioned here
was more relevant in influenced for the
unemployment evolution. As the general
government, central government and local
government had tendencies with lower
differences in evolutions and almost no
inflection points after the financial crisis, the
unemployment rate was far from enabling a
easy to find tendency with several infection
points. Thus the difficulty of knowing the

real influence of government over the
unemployment.
Considering the same comparison

between GDP evolution and unemployment,
the Okun's law was not entirely obeyed,
especially after the financial crisis. This can
be translated in the way the GDP was “spent”
in relation with the influence over the
unemployment.

The main domestic account tax tendency
has an opposite direction with GDP and the
same evolution tendency with the general,
central and local government.
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Abstract

The article describes the principles of
yachting as a form of business. The reasons
that interferes the development of the yacht
business in Ukraine were analyzed. The
directions of perspective development of
yachting facilities were defined. The legal,
economic, political and organizational
mechanisms of promoting the development of
yacht tourism network companies were
offered.

Key words: yacht tourism, yacht complex
structure, yacht tourism companies and
marines.
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1. Introduction

Yacht tourism today is a type of tourism
that is developing most dynamically. In many
countries it’s a prospering business that
includes hundreds of thousands of yachts,
charter companies, shipyards, an extensive
network of yacht harbors in various regions
of the World ocean.

The Black Sea coast of Ukraine, due to a
unique combination of climate and
geopolitical ~ conditions, is the most
perspective place in Ukraine for the
organization and development of yacht
tourism. In addition to recreational and
natural-climatic potential, the Black Sea
region has strong employment potential that
based on large number of skilled
professionals in various sectors of the
national economy. However, the existing
resource potential is almost never used, and
the condition of development of yacht
tourism not only behind the advanced
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countries, but does not match the
requirements of modern society.
Thus, the problem situations are

insufficient use of the potential of the Black
Sea region, the discrepancy of yacht tourism
developing to world standards in all its
components, missed opportunities  of
domestic enterprises to obtain additional
profits (and sometimes opportunities to avoid
bankruptcy).

2. The purpose of the research

The purpose of the article is to analyse of
the yacht tourism network companies
development in the Black Sea region of
Ukraine and determine the the direction of
long-term development of the branch.

3. Main material

Yacht tourism - one of the most
perspective types of cruise tourism, which is
growing steadily and occupies a large share
in the segment of this business sector. The
developed maritime countries develop not
only yachting, but also business because, it
brings sufficient income, despite the high
costs. For example, revenue from the yacht
tourism in Turkey has increased over the last
15 years by 70% and it is about a quarter of
profits from the country's tourist industry. In
Greece, the gains of yachting business left
behind the hotel business.

By the way, according to the report of
Camper & Nicholsons, which has positioned
itself on the world yachting market and
annually publishes a report about the state of
the industry - SuperYaching Index, while
searching for the sector, which could be
compared with freight yacht market, find out
that the industry of hotels or villas is closest
to it. Food, rooms, service, etc. = Most



superyacht, that are presented for chartering,
are more than five-star luxury hotels, but in
comparison -  hotel business is more
appropriate to use.

Usually hotels have three indicators that
determine their profitability: the level of
occupancy (OCC), the average daily rate
(ADR) for the room and the most important
- the income from the room (RevPar). The
latter is calculated as the average revenue per
room for night. Hotel rooms usually are
available for renting throughout the year.
Applying these figures to yachting, RevPar
becomes RevPaw — income for available
week, expressed, in this case, as revenue
divided by the number of weeks available for
charter of weeks. This figure reflects how
yacht is successful.

Of course there is a difference in price of
weekly voyage for 12 guests in comparison
to the cost of the hotel rooms, but taking into
account that also all private boat spaces,
including dining room, terrace, spa are rented
too, such rent of yacht are equivalent to
private use of luxurious hotel. Moreover, the
presence of the crew and the captain of the
yacht, that paid attention only to guests,
increase comfort levels higher than even in
the best hotels [1].

Black Sea area is virtually unexplored
district of navigation for yachtsmen. Is yacht
locations are not even established till the
present time. But this moment does not mean
lack of interest of potential yachting tourists
to this region. Instead, travelers can be
attracted by small yachts saturation, while
virtually all large centers of yacht tourism
formed a significant shortage of anchorage
places in recent years. For example, in the
Mediterranean basin - more than 700
thousands yachts, and its number is
continuously increasing, and therefore there
are serious problems with their basing and
service. Totally there are about 1,5mln.
anchorages for yachts in Europe.

Building of network of yacht marinas, that
meet international standards, on the
Ukrainian coast, would provide favorable
conditions for the development of yacht
tourism and related services in the region.
The involvement of yachts from
Mediterranean basin and formation of
positions in the market of yacht tourism
should be considered as aim. This will create
more jobs, replenish local and state budgets
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by funds paid by tourists for services and
purchases. It is obvious that the development
of yacht tourism will increase profits in other
areas, not just in the maritime field. Apart
from port fees and charges for anchorage,
yachts tourists use the services of shops,
cafes, travel agencies and more. In addition,
local experts are provided by work, in case of
necessary minor repair of the yacht.

However, a number of problems prevents
formation and operation of the yacht tourism
in the Black Sea:

- There is no classification system of
yachting ports, harbors and anchorages of
yacht clubs in Ukraine, there is no officially
confirmed hardware requirements for
yachting ports, their functioning and control
systems for the completeness and correctness
of its basic functions. Historically yacht ports
in Ukraine were built and developed, mainly
to preserve yachts, boats, motor boats, that
belonging to the yacht club and private
owners, in summer and winter.

- Small shipbuilding on the industrial
basis did not get development in our country
according to a number of reasons and
features, and pleasure travel vehicles, that
was made in small series by individual
companies, was not of high quality. The
overall economic situation in the country
affected to the manufacturers of yachts.

First, large obstacle for all the shipyards is
the lack of working capital. Virtually any
shipyard is not able to build vessels turnkey
at their own expense, to participate in major

exhibitions and conduct advertisement
campaigns. Poor discipline in terms of
orders, low labor productivity, financial

problems, untimely payment of wages and
unstable financial position of Ukrainian
shipyards caused a significant decrease in
capacity of enterprises [7].

The lack of purposeful public policy in
the development of small shipbuilding, high
cost of loans and virtually no banking
schemes of financial provision for the
construction of vessels leads to dispersion of
resources and reduce the efficiency of
enterprises of small shipbuilding. Secondly,
there are no qualified professionals in
building of yachts.

- The desire of Ukraine to integrate into
the world economy and effective interaction
with the global trading community cannot be
done without opening up its own market of



goods and services. In present time market of
sailing yachts is protected from access of
foreign producers by high taxes and customs
duties. For example, the price of yachts,
imported from Poland to Ukraine, is growing
more than in a half.

- It should be noted that one of the main
factors, that restrain the development of
yacht tourism in Ukraine, is the inadequacy
of national legislation, that regulate the enter
and sailing of yachts in Ukrainian waters.
First of all, it concerns definitions.
Worldwide yacht is a vessel for walks. In
Ukraine, yachts have no separate category,
they fall under the classification of "cargo-
passenger" vessels. This leads to the fact that
the yacht, that crosses the border of Ukraine,
is required the same documents and permits,
as well as really big ship. Worldwide the
yachts need a few documents for entering:
crew list, the ship's log and the log transit
document, in which customs, border guard
service put their mark.

- The lack of a systematic approach to the
management of yachting. Owners, skippers
of yachts, brokers are working, guided by
their own ideas, but not approved procedures.
The main disadvantages of this are: lack of
coordination in the planning and
management of cruise yachts and lack of
complex use and protection of recreational
resources.

There are three crucial aspects in the
development of yacht tourism in Ukraine.
Firstly, there should be the possibility of
creating conditions for a comfortable and
safe yachts anchorage. Secondly, the
formation and functioning of yachting are
impossible without yachts. This point
involves the development of small
shipbuilding. Third, a significant factor in the
development of yacht tourism is creation of
legislative  regulatory framework, that
governing the enter and navigation of yachts
in Ukraine.

Well-developed network of yacht clubs
are needed to become really attractive
coastline for tourism and shipping. Due to the
fact that the construction of marinas is
expensive, perhaps, it will be appropriate to
use the experience of Denmark, where the
port practiced joint marketing of the whole
region, thus builds up a unified system of
yacht tourism, in which each port is not seen
as a competitor but as a "supporting element
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"of the whole chain, existing along the coast.
Joint marketing is one of the basic principles
of network and plays an important role in
reducing the costs to promote each marina.
Information about the possibility of visiting
the entire network ports leads to attracting a
large amount of tourists. Despite the poor
performance of recoupment of each port
individually, infrastructure has a significant
impact on  comprehensive  economic
development of the region as a whole, so-
called "indirect effect”, i.e. the main impact
of the ports is to increase revenues of
enterprises of tourist sector.

The second problem - the construction of
yachts, can be solved by national
shipbuilding base, which has long experience
of building ships. Development of small
shipbuilding would create conditions for the
birth of integral part of the infrastructure of
yacht service of domestic and guest(foreign)
motor and sailing yachts [6].

A brief analysis of the situation on the
market of small shipbuilding production
gives an opportunity to suggest, that the yield
of Ukrainian yacht-builders to foreign market
is the only way to develop the industry.
Among the factors, that contributing to
release of small Ukrainian shipyards on the
foreign market, are following: low cost of
labor, very high quality of work , reasonable
price of products, shipbuilding popularity of
Ukrainian products on potential markets [5].

One of the main factors, that hindering
the development of yachting is the lack of
state support in the industry. The effective
state mechanism makes the development of
this type of tourism really possible. The
solution is seen in the development of
legislative legal acts, which would include:
identification of tourist regions, zones and
centers on state level; to ensure the
harmonious inclusion of tourism in the
overall economic mechanism; security of
tourist activity, including safety of sea travel;
information provision of maritime tourism; to
provide tax incentives to small shipbuilding
companies in the way of their development;
creation favorable investment climate for
tourist enterprises, making activities in areas
of yachting, and more.

Because of named reasons, Ukraine
practically does not  participate in this
segment of maritime trade with significant
monetary circulation.



In this regard, the directions of
perspective  development of  yachting
facilities are following:

- Placing of yachting complexes in the
structure of the city and beyond its bounds,
considering the formation of a network;

- Introduction of modern technologies in
the construction of complexes, particularly in
organization of storage, maintenance and
repair of swimming facilities;

- Formation of architectural and planning
structure of yacht complexes to modern
standards of service vessels and their users;

- System development of the regulatory
framework for the design and construction of
modern yachting complexes [2].

Two options for the structure of the yacht
industry can be offered for the Black Sea
region of Ukraine. First variant provides
integration of yacht complex to the structure
of a larger object: seaport, sports and
entertainment center, park, residential area.
In the complex structure , the composition of
objects, that service the ships, contains only
places for mooring, sites for "dry" storage,
workshop for small repairs of vessels .
Dispatching, hydrometeorological and rescue
services, border and customs control, medical
center, apartment complex of administration
and mess room are located in the area of
receiving -administrative objects. Public
catering companies are cupboards, dining,
bars; retail and consumer services - kiosks
and pavilions for the sale of essential goods
and specialty goods of yachting, rental
facilities and swimming gear. Sports and
recreation, cultural and recreational services
and housing are provided to users of yacht
complex in the object, with which the
complex associates.

The second option of architectural-
planning structure involves the most
extensive list of objects of ship’s

maintenance: compared with the first option,
boathouses, including ship repair, for not
only current, but also overhaul are added.
Guests of yacht complex are provided by
various social services. Catering are well
represented well - cafes, canteens, restaurants
of different types. The complex also forms a
network of trade, including shops, different
profile trade (food, manufactured and
specialized), pharmacies, kiosks press.
Various facilities for sports, recreation,
leisure, such as sports halls and playgrounds,
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swimming pools and fitness clubs, children's
towns, areas for picnics with barbecue and
others are provided. Residential objects of
complex are presented by hotels (including
Floatel), motel, individual and apartment
buildings of different heights. This complex
is the core of the resort and tourist area and
its social center [3].

4. Conclusions

To encourage the development of yacht
tourism it’s necessary to develop and
implement economic, legal, political and
institutional mechanisms.

Formation of political and legal
mechanisms to encourage the development of
yacht tourism are outside the competence of
the specific business entities that necessitates
the formation of a separate mechanism of
yacht tourism network companies
development as part of the mechanism of
state regulation and management at the yacht
tourism companies level.

It’s necessary to take measures to reduce
the level of political risks in business activity
in yacht tourism at the governance level that
will promote a positive tourist image of
Ukraine.

Implementation of legal mechanism
methods involves the development of
national legislative and regulatory base acc.
to the Mediterranean countries experience
and would allow to solve the problems in this
area for a civilized level.

Economical mechanism of yacht tourism
network companies development stimulation
provides, above all, the formation mechanism
of state support for the development of yacht
tourism enterprises which include a wide
range of economic instruments: partial
subsidy on loans to domestic banks for the
construction of yachts and marinas, providing
financial incentives, increased funding for
science and technological development in
yacht tourism branch, financing programs of
children's sailing and providing small
tonnage shipbuilding enterprises with state
contracts, development of leasing yachts built
by domestic shipyards, and so on.

Organizational management mechanism
designed to mobilize the ability to influence
the entire system of management
mechanisms of a different nature on all
aspects of the company and is consists of the



strategic management of the organization
which, because of the instability of the
enterprise environment, is characterized by
specific models of program management, and
operational and organization of the current
administration, which 1s inherent in the
combination of target and functional
management [4].
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Abstract

In the nearest future the Caspian Sea
region will play an increasing role in the
Europe energy supply. It became one of the
main suppliers of oil and natural gas to the
world market. Foreign players show the
increased interest to the energy potential of
the Caspian Sea. The issue of estimating oil
and gas potential of Caspian region has
gained international political and economic
importance. At the same time "Caspian -
Europe” has now not only economic but
above all geopolitical contradictions. It
concerns the issues of the sea waters and the
coastal areas, which are rich in energy
resources. Analysis of energy resources data
of the region shows the differences in the
estimates due to political and economic
interests of key players. The potential of the
Caspian region in natural gas supply is
analyzed in this article. The possibilities of
infrastructure  diversification of energy
supply in the global market are evaluated in
this research.

Key words: energy resources, energy supply,

Caspian region, diversification, energy
security.
J.E.L. classification: Q41.
1. Introduction
Energy plays an essential role in

economic and political life of any country.
As strategic resource energy provides
security, defense and prosperity, improves
living standards of the population, as well as
guaranties political stability and sustainable
development of the economy. Energy
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production, recycling and supply on the
world market create new opportunities for the
economic development of the country and
strengthen its role in international aspect.
This article is devoted to the research of the
Caspian region potential in the international
energy supply and justification of energy
supply routes diversification in modern
conditions.

2. Main text

Since the 90s of the 20th century to the
present, economic and political changes
influence on the growth of energy resources
value in the world economy, what also
effects on the growth of the risks arising from
lack of their diversification. From the point
of energy resources supply on European and
the world market Caspian region is very
important.

In the Soviet period, excepting only oil
exploration in Azerbaijan, the Caspian Sea
potential has been largely untapped. After the
collapse of the Soviet Union, the countries of
the region gained access to the strategically
important raw material base of the Caspian
Sea. However, they used a variety of
approaches to the formation and development
of the energy sector. Regional governments’
cooperation between the Caspian countries
should contribute to improving the energy
supply, which will improve the export
indicators.

The ability of particular country to
increase natural gas exports depends on how
quickly it can provide infrastructural the
supply of energy resources to world markets,
that means the ability to develop and
implement the necessary investment projects.

Estimation of Caspian Sea energy



resources is significantly different at the
regional and international levels and till
nowadays there is no generally accepted
estimated value.

Thus, on the EIA's (the US Energy
Information Administration (EIA))
estimation in 2004, the Caspian Basin has
232 trillion cubic feet of natural gas [1].

However, according to the report,
published in June 2010 the proven gas
reserves decreased compared with previous
forecasts (Table. 1). [2]

Table 1. Evaluation of main Caspian
countries proved oil and gas reserves

Country Proved oil Proved gas
reserves, reserves,
billion trillion
barrels cubic feet
Kazakhstan 30 2,40
Azerbaijan 7 2,0
Turkmenistan 0,7 7,94

The main developer of gas reserves is
Turkmenistan. Azerbaijan, Kazakhstan, and
Turkmenistan have already concluded
numerous agreements with the large oil
companies from the USA, the UK, Norway,
Netherlands, Italy, Japan, Saudi Arabia,
Oman and Russia to develop oil and gas
areas of the Caspian Sea.

Only in Azerbaijan 33 oil companies from
14 countries, including Russia are working
on the implementation of 17 major oil and
gas projects. Several international oil and gas
consortium also created in Turkmenistan.

Azerbaijan. Arzerbaijan, which has
historically been an oil producing country,
gradually acquired the function of a natural
gas producer. Natural gas mining is carried
out mainly in the Shah-Deniz area, which
was discovered in 1999. Gas is supplied by

pipeline through Turkey to the South
Caucasus.
Kazakhstan. Gas  production in

Kazakhstan is mainly carried out in the
greatest Tengiz area.

Turkmenistan. Today Turkmenistan has
not only a huge land and sea resource base of
hydrocarbons, but also the possibility of its
use. Experts estimate the total hydrocarbon
resources potential of the country up to 71.2
billion tons of oil equivalent, 18.2 billion
tons are in sea area. Currently, Turkmen gas
is exported in three directions: in Russia, Iran
and China.

Despite active

the development of
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reserves in the Caspian region, there are at
least two challenges appeared. The first one
is related to the dividing of the Caspian Sea
into spheres of influence among the riparian
countries, and the second - with a choice of
the best ways of hydrocarbons transportation
from the Caspian region.

The problem of Caspian Sea legal status is
really quite complicated. Today, five
countries have access to the Caspian Sea and
they cannot reach a common position on this
issue. If considering the Caspian Sea as the
sea, its area (similar to the North Sea) should
be divided in the sectors among the coastal
countries. If considering the Caspian Sea as a
closed lake reservoir, the use of the water
area has to be shared, without any distinction.
Only gradually, after much debate, Caspian
counties agreed on the compromise principle:
"Water is common, and the bottom is
divided."

This means that the water area of the
Caspian Sea with its biological resources
must remain in the common ownership of the
five countries - as a united and indivisible.
Nowadays coastal countries opted for
bilateral cooperation.

Even more difficult is the problem of
transportation of oil and gas, the main part of
which production is intended to Europe. This
complexity is primarily due to two main
factors: geopolitical and economic.

The essence of the geopolitical factor first
of all is in the peculiarities of the political
and geographical situation in the Caspian
region.

The peculiarities of transport and
geographical situation of the Caspian region,
which is thousands of kilometers away from
the main oil and gas markets is the essence of
the economic factor. This means that the
system of oil and gas pipelines should ensure
both maximum bandwidth and minimum
investment and suitable transit tariffs for
companies.

Today there are three major infrastructural
objects operating on the European direction:

- Caspian pipeline;

- South Caucasus Pipeline;

- Turkmenistan-China pipeline.

Central pipeline system (Caspian
pipeline). The system was developed in
1960-1988, and is transporting natural gas
from the Caspian Sea to the north of Russia,
where joins with the Russian pipeline system.



Also there is functioning Caspian gas
pipeline  from  Turkmenistan, = which
transports Turkmen and Uzbek gas.

South Caucasus Pipeline (SCP). This
pipeline delivers natural gas from the
Caspian region to Georgia and Turkey. Start
of the pipeline operation began in 2007 and
has 180 billion cubic feet of natural gas
transportation capacity.

Asia Export Markets (Turkmenistan-
China pipeline).

Oil consumption in China has increased
significantly, so China began to invest in oil
and gas resources in the Caspian Sea.

Japan is also interested in the
transportation of Caspian oil and natural gas
to satisfy the growing needs of the economy.
Thus, Japanese banks are interested in
financing the projects of pipelines
development. One of them is the Caspian
Pipeline Consortium, which could increase
the potential of oil on the world market.

India and Pakistan Economies are also
characterized by increasing energy demand,
so these countries are interested in
development of pipeline, which will connect
Turkmenistan and India. This will deliver gas
from Turkmenistan to the growing Asian
market, and generally to diversify natural gas
exports.

The  implementation  of  Caspian
"Nabucco" project, which will increase the
energy security of the region, is important to
diversify gas supplies to the Europe. It is
intended for the transportation of Central
Asian gas via Georgia and Turkey.
"Nabucco" project was launched in 2002, but
was postponed several times due to lack of
sufficient capacity of gas supplies. In June
2013 it was announced that the project was
closed and declared a priority in the
development of the Adriatic pipeline.

Gas corridor from Azerbaijan to Europe
"Nabucco" was developed in parallel with the
"South Stream" project. Experts claimed that
Azerbaijan does not have enough gas to
provide the "Nabucco" project fully.

However, in the current difficult political
conditions between EU and Russia, experts
have begun to find new opportunities to
diversify gas supplies and Azerbaijan project
received a second chance for implementation.
It is planned to fill the pipeline, not only with
Azerbaijani gas, but also to transport the gas
from Turkmenistan.
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For the delivery of Turkmen gas to the
pipeline "Nabucco" it is also necessary to
construct new pipeline. To do this, it is
important to solve the problem of legal
uncertainty of the Caspian Sea. It is expected
that the Convention on the legal status of the
Caspian Sea, which is agreed at 80%, may be
signed in 2016 at the summit in Astana.

The main advantages of «Nabucco» are as
follows [3]:

* reducing of Eastern European countries
dependence from Russian gas;

* project is open for different competing
gas transit suppliers, what will protect
consumers from monopoly pricing;

* encourage the researches of new gas
areas in the Caspian region.

» the development of a trans-Caspian
pipeline  that connects Turkmenistan,
Uzbekistan and Kazakhstan as a supplier of
natural gas to European markets bypassing
Russia;

» reducing of political, economic and
environmental risks and threats.

3. Conclusions

The results of the research suggest that
there is no common accepted estimation of
the Caspian region energy potential both on
international and national levels, due to
political and economic interests of regional
and external players.

One of the most important problems of
modern energy policy the EU is providing
alternative ways of energy supply. Caspian
region with its proven reserves of energy
resources is the most promising region for
the successful implementation of
diversification policy in Europe.

In the conditions of considerable energy
dependence on Russian energy sources the
EU is seeking to establish an independent
access to significant reserves of energy
resources in Central Asia. According to
estimates of the EU, the Caspian region can
provide 15% of the EU's gas demand until
2020. Direct access to the Central Asia gas
reserves, which  should provide a
diversification of energy supply, has become
one of the most important issues of European
energy policy.

Despite on the developing of the Caspian
energy resources transporting infrastructure,
the functioning of oil and gas pipelines and



prospects of realization new energy projects
in the Caspian region are conjugate with the
competition between the Caspian countries
and politicization of energy cooperation
between them.

Therefore, an important condition for
strengthening the Caspian region role in
supply of gas resources to the European and
world market is to find and implement
effective  projects of diversity energy
supplies.
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Abstract

The global financial crisis affected
Romania in 2008 and one of the negative
effect was the drastic reduce in volume of the
international trade. The exports and the
imports of goods were sea-born and river-
borne from/in Romania mainly through
Constanta Port (which is also a multimodal
transport center for any type of cargo and a
trade gateway for the Central/Eastern
Europe and for the Black Sea Countries) and
the financial crisis affected negatively the
activity of Constanta Port.

Since 2010 has been started a gradual
recovery of European economy with
differences between developments pace
across European countries reflected into a
betterment of the performance of Constanta
Port.

In spite of many political and economic
changes that have taken place in Central and
Eastern Europe area and have influenced its
evolvement the traditional transport routes
used by the Port of Constanta have remained
unchanged, due to the competitive
advantages of the port.

Key words: Financial Crisis, international
trade, export, import, transport
J.E.L. classification: F10, F18

1. Introduction

The Port of Constanta is a multimodal
transport center for any type of cargo and an
important  trade  gateway  for  the
Central/Eastern Europe and for the Black Sea
Countries (served the flows of goods that
arrive or depart from/to the Central and
Eastern Europe, including: Austria, Czech
Republic, Slovakia, Hungary, Serbia,
Bulgaria, Moldova and Ukraine.). The
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integration within the national and European
transport networks makes the port of
Constanta the perfect choice for the cargoes
dedicated to the landlocked countries located
at the heart of Europe.

The Port of Constanta is located at the
crossroads of the trade routes linking the
markets of the landlocked countries from
Central and Eastern FEurope with the
Transcaucasia, Central Asia and the Far East.
It is the main Romanian port on the Black
Sea, playing a highly important role as the
transit node for the landlocked countries in
the Central and South-East Europe, due to its
features:

e is a hub for the container traffic in the

Black Sea;

e has good connections with all means of
transport: railway, road, river, airway and

pipelines;

e has customs facilitations for commercial
operations;

e offers modern facilities for passenger
vessels;

e has land availability for future expansion.

The port is 85nM from the Danube’s
mouth by the sea and is also linked to it by
the Black Sea-Danube Canal, being a
transshipment point for the cargo sent from
or bound to the landlocked countries in
Central and Eastern Europe. The Port of
Constanta has a dedicated barge terminal in
the Southern part, close to the connection
with the Danube. Due to low costs and
important cargo volumes that can be carried,
the Danube is one of the most advantageous
modes of transport, an efficient alternative to
the European rail and road congested
transport.

At the same time Constanta Port enjoys a
special position on several Pan-European
Corridors:

e Pan-European Corridor no. VII - the

Danube - the best connection for the
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European inland waterway navigation;

e Pan-European Corridor no. IV (road and
rail) - connecting Western and Southern
Europe - crossing Bucharest and linking
Constanta via road and rail;

e Pan-European Corridor no. IX -
connecting Northern and Southern
Europe - crossing Bucharest and linking
Constanta via railway;

e TRACECA - linking Europe to Caucasus
and Central Asia and attempting to revive

the historical “Silk Route”, with
Constanta as the entrance point to
Europe.

The routes linking the port to the Central
Europe are part of the EU’s priority
investment project in the Trans European
Transport Network (TEN-T), ensuring the
future development of its market position.

The port of Constanta has a significant
road transport infrastructure in place,
Constanta-Bucharest highway, together with
the bypass linking the port with the highway,
ensures easier and better accessibility to the
national/European road network.

The port offers direct access from every
terminal to the national and European railway
network, through its own 300 km long
railway system. Improvement works on the
railway line between Constanta and
Bucharest will ensure competitive transit
times, providing easier access to the Central
European markets.

The Port of Constanta is connected by
pipelines to the major Romanian refineries
and to the European pipeline network. The
port offers proper conditions for serving the
energy markets, providing energy supplies to
the Central and Eastern European countries
[1].

The article is organized as follows:
section 2 presents an overview of activities
carried on by Constanta Port between 2008
and 2014 and section 3 shows the evolution
of the revenues and investments of Constanta
Port based on the main activities of
Constanta Port.

2. The main activities carried on by
Constanta Port in period 2008 to 2014 and
the economic factors that impacted the
activity

Many countries experienced recession in
2008 and Romania went into recession in the
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third quarter of 2008. This crisis affected the
activities unfolded in Constanta Port in 2009
when the volume of traffic carried on
decreased with 32,25% (with 20 million tons)
comparative with the volume of traffic
registered in 2008.

Regarding the structure of traffic realized
in Constanta Port, only the volume of exports
increased slowly with 7,2% the rest of traffic
elements decreased with more than 39%
(imports decreased with 39,13%, the transit
decreased with 47,37% and the cabotage
reduced the value with 50%). At the same
time the volume of traffic registered by type
of ship decreased with 32%, in case of
maritime traffic, and with 33%, in case of
river traffic.

Since 2010, when had started the recovery
of European economy with positive
implication on the Romanian economy, the
volume of traffic registered in Constanta Port
increased from a year to year in period 2010
— 2014, except the year 2011 (only the
raising of exports registered a positive path
between 2010 and 2014). (see Table 1., Table
2 and Figure 1)

Through the macroeconomics’ analysis
carried out by National Bank of Romania and
presented in Financial Stability Report/ 2014
result that:

“In 2013, Romania’s economy posted one
of the fastest growth rates in the EU, i.e. 3.5
percent, above that reported in 2012 (+0.7
percent). The positive dynamics of economic
activity were mainly bolstered by industry
(which benefitted from auspicious conditions
in terms of external demand) and agricultural
production (due to favourable weather
conditions). The projections for 2014 point to
moderate GDP dynamics, the convergence of
income per capita in Romania towards the
euro area average being expected to continue
at a pace similar to the average of the
countries in the region.” [2]

Between December 2008 and December
2014 the balance-of-payments current
account posted deficits, those deficits were
between EUR 5.520 Million, in December
2087 and EUR 268 million in December
2014.

This diminishing of the deficit of account
current is due, in principal, to the climb-
down of the trade deficit (this deficit was of
EUR 4.221 million in December 2008, then it
became EUR 2.065 million in December



2009 and finally in December 2010 it was of
EUR 1.623 million EUR 1.196 million in
December 2014).[3]

All the factors above influenced positively
the activity carried on by Constanta Port,
respectively the exports and imports through
the potage and waterborne transport realized.

Table 1. The volume of traffic made
between 2008 and 2014 in Constanta Port

-mil tons-
Year (2008(2009]| 2010 |2011]| 2012 |2013|2014
Total, of 62| 42 48 46 51 55 56
which:
Exports 14 15 16 17 17 21 22
mports 23 14 15 15 15 14 16
[ransit 19 10 120 10 15 16 13
Cabotage 0 3 5 4 4 4 5

Source:http://www.portofconstantza.com/ap
mc/portal/static.do

Table 2. The volume of traffic by type of
ship made between 2008 and 2014 in
Constanta Port

-mil tons-

Year (2008(2009]| 2010 |2011| 2012 |2013|2014

Cotal, of 62 42 48 46 51 55 56
which:

Maritime 50 34 37 37 38 43 43

River 12 8 11 9 12l 12| 13

Source:http://www.portofconstantza.com/ap
mc/portal/static.do

Figure 1 The evolution of the volume of
traffic made between 2008 and 2014 in
Constanta Port
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Source:http://www.portofconstantza.com/ap
mc/portal/static.do

Another factor that influenced the activity
of Constanta Port was the Ukrainian Crisis.

The intensification of political and
military tensions associated with the conflict
in Ukraine caused financial market turmoil
all over the world. The crisis in Ukraine
broke out at a time when European
economies were recovering from the losses
incurred during the recent recession. Hence,
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early-2014 episode sparked debates over the
economic and financial impact of the conflict
in Ukraine. The hike in energy prices entails
corrections across the economy, whereas the
portfolio rebalancing decisions may bring
about contagion on financial markets in
Central and Eastern Europe. [2]

Due to the Ukrainian Crisis, a lot of
transporters, included the passengers vessels,
changed their maritime and river routes in
2014 using more and more the Constanta
Port services in detriment of the Uckaina’
ports (especially the maritime ports such as:
Odessa, Illicevsk, Belgorod-Dnistrovski,
Iujni, Kerci, Sevastopol, Feodosia, Ialta and
Evpatoria and Danube ports such as: Reni,
Ismail si Ust-Dunaiski). The increased traffic
of vessels is presented below in Table 3.,
Table 4., Table 5 and Figure 2.

Table 3. The evolution of ship calls by
type of ship in period 2008 -2014 through
Port of Constanta

-number-

Year| 2008

2009

2010

2011

2012

2013

2014

b callg

Mariti{ 5.950

5.023

5.202

4.872 5.057

4.833

4.771

River| 8.033
alls

6.808

7.943

8.096

9.310

9.233

10.053

Total 13.983

11.831

13.145

12.941

14.367

14.066]

14.824

Source:http://www.portofconstantza.com/ap
mc/portal/static.do

Figure 2 The evolution of ship calls by type
of ship in period 2008 -2014 through Port of

Constanta
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Source:http://www.portofconstantza.com/ap
mc/portal/static.do

Table 4. The evolution of maritime ship
calls by type of ship in period 2008 -2014
through Port of Constanta

-number-

Year [20082009] 2010 |2011| 2012 2013|2014

Cargo 2.88112.748] 3.145[2.879] 2.692]2.525]2.146
Passenger 81 51 58 44 521 69 95




Portcontainer|1.201| 694 523 577 651 579 578
Fank 957 724 647 632 673 636 719
Bulk Carrier| 415 386 419 401] 439 533 558
Dthers 415 4200  411] 339 550 492 675

Total |5.9505.023 5.2024.872] 5.057/4.8334.771

Source:http://www.portofconstantza.com/ap
mc/portal/static.do

Table 5. The passenger traffic unfolded in
Constanta Port during 2008 and 2014
-number-

Year 2008| 2009 | 2010 | 2011 |2012] 2013

2014

Passengers30948| 15.891| 21.286| 23.87834010] 54.226)

64.861

vessels

Passenger| 81 51 58 441 52 69 95

Source:http://www.portofconstantza.com/ap
mc/portal/static.do

3. The revenues and investments achieved
by Port of Constanta between 2008 and
2014

The incomes realized by Constanta Port
had followed the same path with the volume
of traffic registered between 2008 and 2014,
respectively, in 2009 recorded an important
decrease then started with 2010 till 2014,
except the year 2011, the trend was positive
from a year to another. (see Table 6 and
Figure 3)

Table 6. The evolution of the revenue
achieved by Constanta Port during 2008 and
2014

-eur million-
Year |2008]2009(2010/2011/2012(20132014

Fotal income, 69| 56| 65 64 66 68 69
f which:

Bhip services 24 200 21 21 25 32 29

Revenues 16 19 17} 17, 17 12 19
rom renting

Power supply 9 7 7 7 7 8 7

Water supply p p 1 1 2 1 2
Financial 2 1 4 4 3 4 2
evenues

Dthers 16 715 14 1277 11 10

Source:http://www.portofconstantza.com/ap
mc/portal/static.do
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Figure 3 The evolution of the revenue
achieved by Constanta Port during 2008 and
2014
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The investments realized by Constanta
Port for infrastructure, superstructure and
equipment registered an important upswing
started from year 2010, after a decreasing
level of investments from 2009 (see Table 7
and Figure 4). This positively evolution of
investments that had been recorded since
2010 was possible due to the access to funds
from European Union.

The sources of investments were as
follows:

e own sources, which maintained their
level between 2008 and 2011, then
registered an increasing of EUR 1 million
in 2012 followed by a decrement in 2013
and 2014 (due to the access of European
funds);

e budgetary allocations, which decreased
their level in 2009, then then the volume
recorded increasing of the level in 2013
and

e funding from FEuropean
Regional Development.
The Port of Constanta has benefited from

European Fund for Regional Development by

accessing the European Union Strategy for

the Danube Region since 2010, the biggest
amount accessed was EUR 69 million in

2013, followed by the sum assigned in 2014

EUR 58 million. (see Table 7)

The initiative “Danube Strategy” was
launched in 2008, at the joint proposal of
Romania and Austria, supported by all the
Danube riparian countries.

The “Danube Strategy” approaches the
Danube region in an integrated manner,
focusing on transport, economic, social and
cultural aspects.

Fund for



The main objectives are:

e to improve navigability of the Danube, in
particular for cargo;

e to protect environment
pollution;

e to promote economic development as
well as cultural and touristic activities;

e to improve disaster management.

Target area: the Strategy targets member
states such as Germany, Austria, Slovakia,
Czech Republic, Serbia, Hungary, Romania
and Bulgaria.

The three main priorities at the core of the
Danube Strategy are:

1) transport;
2) environment;
3) economic development. [1]

and fight

Table 7. The total value of the investments
made in period 2008- 2014 by Constanta
Port’ authorities by sources of financing

-eur million-

Year 2008(2009(2010/12011|2012|2013(2014
Cotal 12 7 9 15 19 78 65
nvestnents, of
which:
Dwn sources 5 5 5 5 (¢ 4 3
Budgetary 7 2 2 1 1 5 4
illocations
European Fund 0 0 2 9 12 69 58
or Regional
Development

Source:http://www.portofconstantza.com/ap
mc/portal/static.do

Figure 4 The evolution of the value of the

investments made in period 2008- 2014 by

Constanta Port’ authorities by sources of
financing
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4. Conclusions

The economic activity of Constanta Port
registered an ascendant trend (after the
financial crisis which had affected Romania
in the third quarter of 2008) since 2010,
except the year 2011, due to in primary to the
next factors:

e the recovery of Romanian economy and
the upturn of international trade of
Romania, taking into account the fact that
an important part of this international
trade is realized through Constanta Port;

e the investments made by Constanta Port
administration for: infrastructure,
superstructure and equipment beginning
with the year 2010 due to the access to
funds from European Fund for Regional
Development (from the European Union
Strategy for the Danube Region) which
had improved the navigability of the
Danube and Black Sea, in particular for
cargo. The Constanta Port is playing a
more significant role as a hub for the
transit of various types of cargo coming
from the landlocked countries of Central
and South Eastern Europe;

e the change in routes for water carriage
due to the Ukrainian Crisis in this sense,
a lot of maritime and river transporters,
included the passengers vessels, changed
their maritime and river routes in 2014
using more and more the Constanta Port
services in detriment of the Ukraine
ports.

Taking into account the positive economic
outlook for Romanian economy made for
next year and the investments made by
administration of Constanta Port it can be
foreseen an increasing of all activities
displayed by Constanta Port in the near
future.
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Abstract

The paper intends to document the process
of economic convergence of Romanian
regions based on the entropy approach.
Entropy indexes were calculated based on
regional GDP per capita and studied their
components (within and between regions).
The main findings show a divergence process
of the economic performance of regions,
confirmed by other statistical measures of
regional disparities (standard deviation and
coefficient of variation).

Key words: regional covergence, regional
disparities, entropy
J.E.L. classification: R11, R12, FO2

1. Introduction

The convergence process in a group of
spatial units (regions, countries) can be
examined with a correspondent from physics,
namely, the entropy.

The entropy is a measure of information
uncertainty, a higher value of it implying a
higher degree of uncertainty. In the
convergence analysis this increase in
uncertainty translates into an emphasis of
divergence process [18].

The process of economic convergence or
divergence can be analysed using this type of
measurement by comparing the results with
other statistical measure of concentration or
inequalities  distribution. The regional
economic convergence means the decrease of
the development gap between less developed
compared to developed regions.

Issues related to economic convergence
and regional disparities are placed in the
attention of economists and politicians due to
their crucial importance for achieving the
goals of cohesion policy at European level.
Within its integration process, Romania is
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interested to reduce the gap between its
regional development compared to the
European average, on the one side and inside
its national territories, between regions, on
the other side.

Therefore, the paper intends to analyse the
development gaps between the Romanian
regions by using the entropy approach. The
paper is organised as follows. After the
introduction, a short literature review
summarizes the most relevant studies is
folowed by a section dedicated to
methodology and data. Main findings are
exposed in the fourth section followed by
conclusions and references.

2. A short literature review on entropy
and economic convergence

The concept of entropy was introduced by
R. Clausius, who tried to describe
mathematically the course of thermal
process. L.Boltzmann developed the concept
by describing the course of all natural
processes. According to the second law of
thermodynamics, the desorder degree of a
system is continually increasing, meaning
increasing its chaos. In information theory,
entropy is a measure of redundancy in data
and the information transfer is accompanied
by the increase of entropy [11].

The term of entropy is used to definition
the level of order/desorder of an economic
system.The convergence measurement was
related to the way of getting a numerical
measure of the indetermination degree
(entropy). The entropy measure is
theoretically founded in information theory
and measures the ex-ante expected
information content of a distribution. The
value of the entropy varies inversely to the
degree of concentration.



The concept of economic convergence is
well studied in the economic literature.
Several authors [31.[4],[6].[8],[10]
[11],[13],[15],[16],[17],[18],[19] studied the
common trend of some indicators or indices
related to economic and social development
or activities and reflecting disparity,
discrepancy, inequality, imbalance,
polarisation, agglomeration, concentration or
dispersion on these activities and using
adequate mathematical techniques.

[12] proposed a new concept of
convergence that takes into account the
entropy measure described by [9] for
assessing economic convergence in China.

Discussions regarding regional disparities
are related to those of economic
convergence, the key to a balanced territorial
development, as an objective of the Cohesion
Policy of the European Union. Therefore, the
interest of FEuropean economists and
politicians from Member States for this topic
is increasing.

3. Methodology and data

In economics and statistics, the entropy
indexes are usually used to inequality
measurement.

In the present paper, the entropy indexes
will be used to analyse the convergence of
regional economic performance in the case of
Romania.

The generalised entropy measure (GE) is
given by the formula:

1 1 &(y, “
— = -1} @
53]

CE@) = D nd

where: y, is the GDP per capita of the

unit i and ; is the average of GDP per capita.

The values of GE measures vary between
0 and oo , with zero representing an equal
distribution and higher value representing
higher level of inequality. The parameter
a in the GE represents the weight given to
distances between incomes at different parts
of income distribution, and can take any real
value. For lower values of «, GE is more
sensitive to changes in the lower tail of the
distribution and for higher values, GE is
more sensitive to changes that affect upper
tail. The commonest values of « used are 0,
1 and 2.
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The entropy indexes we use imply that a
number of counties (j) varies between 1 and 8
and the number of counties i within a region
varies between 1 and 7.

We use these indexes [5] due to their
special ~ features of being aditively
decomposable both by population subgroup
and by factors component.

Thus, the general entropy index can be
decomposit into a "within" variance (Ec) and
a "between" variance (Er):

E=YSE,+T.=E +E, (2)
i=1

This decomposition has only been applied
for the Theil Index. The Theil index is a
particular case of the Generalised Entropy
Index with coeficient 1. One interest of the
Theil index compared to the preceding
measures is that it corresponds to the sum of
average inequality within subgroups and
inequality among those subgroups, a property
which is referred to as “decomposability”.
Formally, if the population is divided into m

subgroups (e.g. Member States), if 7, is the

Theil index for subgroup i (e.g. reflecting the
disparities among regions of Member State

i), if §, is the share of group i in global
income (e.g. the share of Member State i in
EU GDP) and 7, the index computed on the

basis of the m groups (e.g. reflecting the
disparities among Member State), then the
Theil index is [14]:

T:ZSiTci"'Tr =L.+T, (3
i=1

In the case of Romanian regions, 7 ,is the

Theil index for subgroup i, reflecting the
disparities among counties of the region i,

S,is the share of region i in the national

income (the share of region i in Romanian
GDP) and T is the index computed on the
basis of the m=8 Romanian regions.

We will use the following formula [7]:
1y, .

T=— Zﬁlog & (4)
nisy y

where y,is the GDP per capita for the

region i and ; is the national average of GDP
per capita and n is number of regions.



The same rationale is applied for a region
when we calculate Tci.

For analysing the regional economic
performances, the regional GDP was used
(per capita and total). Data were collected
from EUROSTAT and NIS database for the
period of 2000-2011.

4. Main findings

4.1. The evolution of regional convergence
based on entropy index

Figure 1 Entropy of regional GDP per capita
in Romania and its components
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Source: author's computation based on Eurostat data

We can notice from the Figure 1 that the
total entropy index (expressed by the Theil
index of regional GDP per capita) increased
from a level of 0.09 in 2000 to 0.14 in 2011,
highlighting a divergence process of
economic performance of Romanian regions.

The decomposition of the the entropy
indexes in “within” regions and “between”
regions shows that the source of the
disparities  increase consists on the
differences (inequalities) between regions.
The entropy “’between” regions contributes to
the general entropy in a proportion of 73,78%
to 83.75% while the entropy “within” regions
brings a contribution of only 16.25% to
26.22% to the general entropy (see Table 1).

Table 1 Shares of inter- and intra-regional
inequalities, 2000-201 1(part 1)

Share of 2000 2001 2002 2003 2004 2005
Entropy
Index
explaine
d by:
Inter- 78,03 79.6% 73,78 75,57 79,03 79,37
regions % % % % %
inequali
ties
Intra- 21,97 20,40 26,22 24,43 20,97 20,63
regions %o % % % %
inequali
ties

Source: author's computation based on Eurostat data
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Table 1 Shares of inter- and intra-regional
inequalities, 2000-201 I (part 2)

Share of 2006 2007 2008 2009 2010 2011
Entropy
Index
explained
by:
Inter- 78,92 78,92 83,75 81,07 78,61 81,31
regions % % % % %
inequaliti
es
Intra- 21,08 21,08 16,25 18,93 21,39 18,69
regions % % % %
inequaliti
es

Source: author's computation based on Eurostat data

The inter-region component of the index
clearly increases over time. In 2000, 78.03%
of territorial disparities can be explained by
disparities among regions counties. By 2011,
territorial ~ disparities = among  regions
accounted for 81.31% of disparities among
regions, suggesting a slight decrease of intra-
regions component (among counties).

But, in detail, (Figure 2) we notice that not
all regions are converging in same way to the
national average. The region of Nord-Est is
taking distance from the national level and
national average of GDP per capita; the
economic performance of this region is
marked by a high share of unemployed
people, active population who emigrated for
working abroad and a major reduction of
industrial activities. According to
EUROSTAT data, the GDP per capita in this
region is the lowest of Romania (3600 Eur
per inhabitant in 2011). The region of
Bucuresti-Ilfov is excluded in this figure due
to its special dynamics, different from other
regions.

Figure 2 Trends in regional GDP per capita
and the national average
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The regions of Nord-Vest, Sud-Muntenia
and Centru are slightly distanced from the
national average in the last years(2010-2011)
and the regions of Sud-Est and Sud-Vest are
following the national trend, while the Vest

region is the closest to the national trend in
2011.

4.2.Trends in the contribution of regions to
the national GDP

Figure 3 The contribution of regions to the

national GDP (%)

8 NORD-VEST B CENTRU O NORD-EST
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Source: author's computation based on NIS Data
(see Annex 1)

As we report in the Figure 1, the
contribution of regions to the national output
(GDP in milions lei) differs over the
examined period. From far, the Bucuresti-
Ilfov region is the most dynamic; its share on
the national GDP evolves from 15% in 1995
to 27% in 2012. The rest of the contribution
is shared by the other 7 regions, with a share
to the national GDP varying from 8% to
12%. Most of regions are stable in time in
their contribution to the national GDP by
keeping a certain level of economic
perfomance. For example, the Nord-Vest
region kept the level of its contribution to
12% in the most of the years. In a similar
situation is the Vest Region with a level of
9% to 10%. The increase of the Bucuresti
region is compensated by a slight decrease of
Centru, Sud-Est, Sud-Muntenia and Sud-Vest
Oltenia regions. The region of Nord-Est
registered the major decrease, from 14% to
10%.

4.3. Regional disparities expressed by
variance indicators
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The trend of more marked regional
disparities is confirmed by the values of
variances indicators, reported in the Figure
4a and b.

We calculated the standard deviation and the
coefficient of variation for the period of
2000-2011, based on regional GDP per
capita.

Figure 4a Standard deviation of regional
GDP per capita, 2000-2011
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As we can notice, the value of standard
deviation of the regional GDP per capita is
growing over the years, from 337,47 in 2000
to 1475,82 Euro/inhabitant in 2011, meaning
an increase of 4,35 times. The evolution is
similiar when we include the region of
Bucuresti, the increase is of 4,33 times, from
a level of 811,53 in 2000 to 3515,39
Euro/inhabitant in 2011. The maximum of
the standard deviation was registered in
2008.

Figure 4b Coefficient of variation of regional
GDP per capita in the Romanian regions,
2000-2011
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The displayed data show an increase of
11.86 percentage points of the coefficient of
variation in the case of including the region
of Bucuresti. If not, the increase is of 5.15
percentage points. A reason of this finding is
that Bucuresti region is very far and above of
the national and mathematical average of
GDP per capita.

The maximum of all variance indicators
was reached in 2008 followed by a sharp fall
in 2009 and rapid recovery period after that
and their values are higher when the
Bucuresti region is included in the analysis.

5. Conclusions and policy implications

The paper intended to document the
process of economic convergence of
Romanian regions by using the entropy
indexes. The findings using the Theil Index
as particular case of generalised entropy
index show a divergence process experienced
by the Romania regions over the years of
2000-2011. This conclusion was verified by
using other statistical measurements of
regional disparities (standard deviation and
coefficient of variation). The economic
divergence is higher when the region of
Bucharest is included in the analysis.

The findings of the present study are in
line with other studies on regional disparities
in Romania [1], [2] emphasizing an increase
of regional disparities and a risk in attaining
the cohesion objective of the balance regional
development.

The disparities between regions have
grown more rapidly last years (after 2009)
fact that suggests for politicians to take into
consideration this reality in drawing
appropriate policy measures aiming to reduce
the regional imbalances.
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Annex 1
Weights of regional GDP in the national GDP
(part 1)

Regions

(NUTS 2) 1995 1996 1997 1998 199 200 2001 2002 2003
NORD-

VEST o1 o1 012 012 012 o2 o1 o1 o1
CENTRU o012 o012 012 012 012 o o012 o012 o012
NORD-EST 014 014 013 013 o1 o o012 o012 o012
SUD-EST 013 o3 o1y o1y 012 o2 ox2 ox2 ox2
SUD-

MUNTENIA 015 015 014 o1 o1 012 o1 o1 o1
BUCURESTI

- ILFOV. 015 045 s 018 019 02 021 021 020
SUD-VEST

OLTENIA 009 009 010 0 0 0 009 008 009

VEST 009 009 010 010 010 0 010 010 010

Extra-regions 0002 0002 0002 0002 0002 0002 0002 0002 o001

Source: author's computation based on NIS Data

Weights of regional GDP in the national GDP
(part 2)

. \ 1

Source: author's computation based on NIS Data
Regions
(NUTS 2) 2004 2005 2006 2007 2008 2009 2010 2011 2012
NORD-
VEST 012 012 012 012 011 012 011 011 011
CENTRU 0,12 011 012 012 011 011 011 011 011
NORD-EST 012 012 011 011 011 011 011 0.10 0.10
SUD-EST 012 011 011 011 011 010 011 0.1 0.1
SUD-
MUNTENIA 0.13 013 013 013 013 013 013 012 012
BUCURESTI
- ILFOV. 020 023 023 023 025 025 026 027 027
SUD-VEST
OLTENIA 009 008 008 008 008 008 008 0.08 0.08
VEST 010 010 0,10 0,10 0,10 010 010 0.10 0.10
Extra-regions 0001 0001 o001 o001 o001 0001 0001 0001 0001
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Abstract

The cruise industry is the fastest growing
segment of the travel industry. The Black Sea
region is one of the most perspective in terms
of business development .

The main features of the Black Sea region
are considred in this paper. Negative factors
in the development of sea cruise tourism in
Ukraine are presented. Some ways of
improving the efficiency of the development
of cruise tourism in the region and necessary
strategies are described in the paper.

Key words: cruise tourism, cruise vessels,
strategies, development, port.
J.E.L. classification: 0180

1. Introduction

The cruise industry has witnessed an
uninterrupted growth over the last thirty
years. While the global financial crisis of
2008-2009 had a major impact over maritime
shipping, cruise shipping and cruise ports
continued to enjoy a steadily rising number
of passengers.

This growth continues with innovative,
feature-rich ships, the use of an increasing
number of ports of call and turnaround ports,
and convenient departures from nearby
embarkation cities as fundamental principles
of the industry. The industry has become a
highly efficient business with the Caribbean
and the Mediterranean Sea the most popular
destinations. Passenger growth also occurred
in secondary markets such as northern
Europe, Alaska and South America. Cruises
are becoming an ever more global business
with large-scale developments also taking
place in Asia and Africa.

195

Still, there has been significant shifts in
the organization and strategies of cruise lines,
their customers, the size of the ships, the
variety of onboard services, the planning and
development of cruise ports, the organization
of land-based operations and the perspectives
of the various destinations [1].

2. The purpose of the research

The aim of this paper is to characterize
the state of the cruise industry in Ukraine,
and to consider possible strategies of
improving the situation and attraction of
cruise lines and cruise tourists to the Black-
Sea region.

3. Main material

Modern characteristics of global cruise
market are following:

- Increasing number of passengers: 16,5
million passengers in 2006; 18,4 million in
2010 and 21,3 million in 2013;

- Nationality of passengers: 63% North
Americans, 28% Europeans, 9% rest of the
world;

- More and more look for a boarding port
close to home;

- Increasing demand for shorter duration
cruises (3 to 4 days);

- Increasing demand for thematic, multi-
generational and family cruises;

- 90 % of the cruises are sold through
specialized cruise travel agencies [7].

Cruise lines building a destination
portfolio, examine:

- Local availability of adequate
infrastructure:

- Low tariffs
- A plenty of on-shore activities.


mailto:nataly-onma@rambler.ru

But additional factors assessed at a
regional level are:

- Favorable climatic conditions;

- Security terms;

- The combination of different types of
attractions.

Many economies and ports in all the
world look at the cruise industry as a
potential source of development and
economic growth.

Modern cruise technologies allow to
combine different types of recreation.
However, there are four standard services: a
comfortable journey, guided tour,
comfortable beach rest and level of
accommodation at a standard of a good
hotel. The cruise business is based on the
opposition of the comfort of staying on board
and the maximum density of impressions
from  visiting the  coastal  tourist
infrastructure. On this basis, competitive
preferences are generated in the cruise
business, on the basis of which, shipbuilding
industry and the formation of a network
service market areas are getting further
development [2].

The Black Sea region is one of the most
perspective  in  terms of  business
development, not only because of its unique
cultural and historical heritage, but also from
an economic point of view. Short distances
between ports allow to save on fuel for ships
and generally have positive impact on the
profitability of the shipping companies.

The actuality of development of cruise
tourism is enhanced by the fact that Ukraine
has  unique  competitive  advantages
(significant length of maritime boundaries,
favorable climate, rich historical and cultural
heritage, etc.) that contribute to the powerful
potential in this type of business; and on
condition of developed infrastructure has the
potential to take a leading position in the
global cruise market [3].

The main feature of the modern Ukrainian
market of maritime cruise tourism is an
almost complete lack of demand of Ukrainian
tourists on domestic Black Sea cruises. The
lack of development program of transit-
transport component of sea cruise business
should be added to this. After unsuccessful
attempts to revive the domestic cruise fleet,
Ukrainian tourists mostly redirected to
European cruises, that world cruise
companies actively offer [4].
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Unfortunately, in the absence of its own
fleet , passenger ports of the Black Sea are
considered by international cruise operators
as only for transit voyages, based on
Mediterranean  destinations.  Appropriate
cruise groups are formed by travel agencies
of the CIS countries, that have necessary
experience.

One of the main suppliers of cruise
tourists, 99.9% company-operators - foreign,
mainly from the Caribbean and Western
Europe, which are shipowners or operators of
vessels, that are calling at the ports of the
Black Sea.

The development of cruise shipping in the
Black Sea is constrained by the fact, that only
port of Odessa, one of the Black Sea ports of
Ukraine, can take passenger vessels without
length limitation. Today Odessa port can
accept vessels up to 320 meters. If until 2005,
virtually all ships entering the Black Sea
were up to 200 meters, but today 30% of
cruise vessels have length over 200 meters,
10% - more than 250 meters.

Also, the reason, that constrains the
development of cruise shipping through the
port of Odessa, which could become the base
cruise port of the Black Sea, is the lack of
airport of international level.

However, it should be noted that today
large-scale renovation project of Odessa
International Airport is carried out, which
includes construction of a new terminal
complex and a new runway. The airport will
be able to serve 3 million passengers and
departure halls will provide a comfortable
accommodation for passengers of 12 flights
simultaneously after the completion of
building of the new terminal [5].

Sea cruise tourism in Ukraine is
associated only with foreign sea comfortable
liners, which navigating between the ports of
Ukraine and ports of other countries.
However, relatively small, but fairly
comfortable, modern high-speed cruise ships
and yachts for walking and recreation, that
allows to make short-term travel, have
sufficient demand in the organization of sea
voyages along with cruise ships and multi-
purpose car-passenger ferries.

Negative factors in the development of
sea cruise tourism in Ukraine are:

- The lack of a national strategy of the
development of tourist infrastructure in
seaports, that accept cruise ships, its



inconsistency with international standards on
cruise components;

- Political instability;

- The lack of legislative support for an
enabling conditions of investment in the
development  of  appropriate  tourism
infrastructure in the Black Sea cruise regions;

. The low level of budget financing, the
lack of state support for the development of
the cruise industry;

- The factor of seasonality of the cruise
business,

- Low level of advertising in the Western
media, a large number of false negative
publicity that undermines the tourist image of
the country.

- Lack of qualified professionals, that
capable in the shortest possible time to
ensure the reception of cruise tourists.

- Lack of sufficient comfortable bus fleet
for tourist transportation;

- The lack of tourist pictographs and
international marking, audio guides in
museums, parking spaces on the tourist
routes, near the main monuments of
architecture and history. The interests of the
elderly tourists, wheelchair disables make up
a large percentage of cruise ships travelers by
sea, according to research data, are not taking
into account.

- The complexity and duration of the
procedure of passport and customs control.
Extremely excessive port charges;

- Financing of cruise tourism is actually
made out of the funds, that allocated by ports.

Improving the efficiency of the
development of cruise tourism is possible by
the implementation of the following
provisions:

1. Improvement of legislation in the field
of cruise shipping in according to
international standards and rules of law, that
involves the development of legislative and
normative-legal acts and instruments of state
influence, directed at stimulating of the
development of the cruise industry, which
include: the removal of the visa regime for
cruise passengers; simplification of customs
procedures and border registration, that will
favour for increasing the time of sightseeing;
the application of flexible cumulative
discount system of port dues for cruise ships,
which taking into account the number of ship
calls at Ukrainian ports; creation of favorable
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conditions for attracting foreign and private
investment in the cruise sector;

2. Creation of developed infrastructure
(port, transport, tourism) by joining forces
with the coastal resort complexes and
transport organizations. The obligatory
conditions are: construction of new terminals
at airports and marine terminals, or
expansion of existing ones; new construction
or reconstruction of old roads, which
facilitate access to  attractions; the
establishment of ports of call of foreign ships
appropriate urban infrastructure in the ports
of call of foreign cruise vessels: a sufficient
number of tour buses and taxis; providing
information signs for tourists.

3. The development of a system of
statistical information about functioning and
development of the cruise market, that
provide an opportunity for the performance
of analysis of cruise tourism complex in
whole and of individual companies in
particular.  This  point involves the
organization of statistical observation in
every port [6].

Strategy of development of cruise
shipping in the Black Sea region should be
directed to promotion of foreign companies
cruises, that belong to the category of mass
market, low cost. This will increase the
incomes of seaports and companies, that
providing services to tourists on the land. At
the same time one of the conditions of
increasing demand on cruises from the
population of post-Soviet countries is to
control the price of travel services (including
cruise, airfare, hotel reservations, etc.), that
provided by domestic tour operators, which
often significantly overestimate the price of
travel packages, including cruises [5].

The fact that interest to the Black Sea
region exist, and every year this interest had
been increased ,the number of ship-calls to
the port of Odessa during the years 2009-
2013 indicates (Table 1).

Table 1 Calls at the port of Odessa

Year Number of calls
2009 58

2010 72

2011 73

2012 91

2013 106

2014 32




| 2015 | 30 |
blacksea-cruises.com
In 2014, amidst growing security

concerns and fighting in eastern Ukraine,
cruise lines changed their 2015 Black Sea
itineraries to bypass the ports of Odessa,
Sevastopol and Yalta. They have been
replaced with ports of call in Turkey,
Romania, Georgia and Bulgaria, with some
sailings are spending more time in Greece.
Similarly, river cruise operators have
suspended Ukraine itineraries.

The military-political situation in Ukraine
still have a negative effect on sea cruise
tourism, operators confirmed only a third of
applications for ship-calls in the port of
Odessa in 2015. Initially, there were 91
applications for ship-calls, but at the moment,
according to available information from the
operators, 30 calls of cruise liners should be.
The administration of the port of Odessa
thinks that cruise operators can cancel visits
to Ukraine in the next year , as cruise lines
plan their schedules of their cruises in
advance for 2-3 years. Thus, it is impossible
to talk about improving the situation, as, for
comparison, in 2014, 32 ship-calls took
place, however, 159 ship-calls was planned.

The administration of the port of Odessa
is working to restore the image of Odessa
port and the city as a safe for sea travelers.
Representatives of the port are participating
in international exhibitions and conferences,
publishing tourists reviews of staying in
Odessa, holding direct contact with the top
management of the leading cruise companies
in the world. The port also is active in the
Association of cruise ports of the
Mediterranean and Black Seas - MedCruise.

4. Conclusions

At the present time, cruise tourism is one
of the most popular and fastest-growing
segments of the international tourist market,
which has significant investment potential,
based on the natural features, the ever-
increasing demand and, consequently, the
economic results.

The dynamic development of the world
market of cruise shipping causes interest in
this field from both - domestic sea ports with
passenger terminals and having the
opportunity to take cruise vessels of
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considerable size, and the potential cruise
operators and travel agencies [8 ;9; 10].

The main conditions of the development
of the cruise industry in the maritime
complex of Ukraine are:

- implementation of a competitive tariff
policy;

- strategy of creation clusters and special
zones in sea ports;

- attracting additional passenger traffics
from Europe;

- measures to prevent pollution of the
environment, compliance of the
requirements of the usage and protection of
water objects within the territory and harbor
area of the sea port;

- ensuring of the environmental safety in
accordance with international standards.
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Abstract

Foreign experience about the financing of
transport infrastructure is analyzed in this
article. Also the scheme of regulation and
financing of transport infrastructure projects
based on experience of UK and other EU
countries is presented. The domestic practice
relating to the financing of major
infrastructure projects is researched, as well
as the experience and practice of foreign
countries. The positive and negative sides of
public-private partnership are grounded. The
possible directions of financing of the
transport  infrastructure  towards  its
development are considered. The advantages
of public-private partnership as a stable form
of long-term investment are presented in this
article. The main state policy directions in
the sphere of transport infrastructure
development are presented.

Keywords: state-private partnership, a
transport  infrastructure, a  regional
infrastructure, regional and a state policy.
JEL Classification: R42

1. The problem

The transport along with other
infrastructure sectors provides the basic
conditions of social life, the transport is an
important instrument for achieving social,
economic and foreign policy targets. The
sustainable development provides the unity
of economic space, free movement of the
goods and services, competition and freedom
of economic activity. The whole range of
tasks for the development of transport
infrastructure could not depend entirely on
the companies operating in this sector.
Private investors should be involved in this
process in addition to state and regional
authorities.
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Infrastructure investments are seen as the
main lever of economic development of the
country in a whole and for each region in
particular. It is impossible to maintain
superior transport infrastructure at the
expense of enterprises’ funds and state funds.
The quality of regional infrastructure does
not only testify to its importance for the
present, but also gives impetus to future
development. So, according to the report
released at the World economic forum,
insufficient funding of infrastructure is one of
the most serious economic risks for all
countries, since the welfare and sustainable
development of any region depend on the
condition of the infrastructure [1].

2. The purpose of the research

To set the directions of regulation and
financing of transport infrastructure projects
based on foreign practice analysis.

3. Analysis of recent publications and
researches

Many scientists were engaged in studying
of theoretical and practical side of
infrastructure regulations and financing:
Antonova E., Balashov S. Y. Emelianov,
Lohtia L., Akovenko A., Rozhkova 8S.,
chamber V. Regulation of investment
processes at the regional levels requires
modern methods of management.

4. The main material of the research

We suggest the following scheme for the
regulation and financing of transport
infrastructure  projects, based on the
experience of UK and other EU countries,
(Fig. 1) [2, 3, 4]:

- At the state and regional levels it is
necessary to form long-term approach for
infrastructure planning in accordance with
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which the government must guarantee
funding needed to meet infrastructure needs.
The government should use a targeted
approach for infrastructure investment and
transmission through different sectors. It
should not be a single approach for all cases,
but it is vital to go with unified context and
procedures to be transparent. The use of
planning as a mean of expressing needs, as
an appointing of priorities, funding,
efficiency, value and quality is vital too.

Figure 1. State policy directions regarding
regulation of  questions about the
development of transport infrastructure [2,
3].

Unification of state vision and strategic tasks
regarding national infrastructure

v

Assessment of national infrastructure needs
in present and in future

'

Presentation of government policy which is
close for each sector

v

Confirmation of priority projects, that
maintain selected policy

A 4

Presentation of the plan about infrastructure
transmission

- Mixing together the state's vision for
infrastructure development and analysis of
infrastructure needs in various sectors at
present and forecasts for the future that will
guarantee effective government approach.

- An analysis of actual condition of the
public infrastructure.

- A presentation of government approach
about infrastructure development overall and
about each sector in particular; the
determination of its strategic objectives,
essential results, investment priorities, which
is a key to achieve pointed goals.

- A reflection of government policy
regarding local infrastructure.
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- A reflection of government approach
regarding priorities and monitoring of key
investments transmission which are installed
for each sector.

- Define financial periods
government should pay attention to.

- Establishment of government approach
of improving the environment during
transmission infrastructure to a public-private
partnership.

Unlike with previously existing state
approaches this research have been proposed:

- Connect together analysis of the
infrastructure needs in various sectors of the
economy today and in the future.

- To combine sectors in the government
approach for the installation and transfering
of the necessary infrastructure for them.

- To formulate some expediency for the
best selection of state priority investments, to
identify key projects within individual
investments and to determine more details
regarding the timing, funding and status of
each of them.

- To establish new directions in which the
government will ensure investments.

Exploring national practices (as well as
the experience and practices of foreign
countries) regarding the financing of large
infrastructure projects, you can come to the
conclusion that there is no single, universal,
all accepted method of funding. One of the
most promising methods includes public-
private partnership (PPP).

Globally, the public-private partnership
(PPPs) will become an increasing importance
as a mechanism of delivery of public
services, but at the same time, the scope of its
activities is limited by amount of state funds
allocated for investment purposes. This
situation occurred in countries of the
transition economies, but mostly in the so-
called rich countries: Germany, France and
even the United States increasingly use PPPs
for the provision of public services.

PPPs is considered as a stable form of
long-term investment with proper execution
of the contractual relationship. In this respect,
PPPs projects become the great support, in
which the state partner assumes the role of
guarantor. These types of  projects
increasingly attract the interest of investors
because the risk of these projects are lower
than in projects of a strictly private financing.

that the



Other types of financing exist and are
implemented actively:

- traditional providing of public services
(provision of government services, the
contract for the provision of services;

- public-private partnership (transfer of
assets, projects "from scratch", concessions,
contracts for management and rental);

- privatization (redemption of the
company by management and employees,
initial public offering, sale to a subsequent
receipt of rent, transfer of assets).

The decision about which models will be
used for specific projects will depend on
various factors such as validity (profitability),
availability, principle of accounting for the
debt and the interest of investors/creditors.

Although many countries are turning to
PPPs in the hope of speed the development of
infrastructure, PPPs is an extremely difficult
policy tool that even developed countries are
making efforts for effective implementation
of projects. Thus, it is essential that public
authorities carry out a real estimation of their
own institutional capacity, regulatory
framework and other important factors of
success, particularly, political will and
deliberate strategy of industrial development.

It is unlikely that the PPPs will ever
completely replace the traditional model with
the participation of the public sector in the
provision of public services. PPPs is just one
tool among many that state authorities have
to build infrastructure and provide services.

In addition, the PPPs has shown its
potential to resolve issues related to the lack
of infrastructure, as well as to achieve high
efficiency of expenditure of funds. Among
some of the clear benefits of PPPs we can
note follows [6-10]:

1.  Accelerated implementation of
infrastructure projects: due to the fact, that
the payment is tied to the provision of
infrastructure or services, PPPs have a
substantial list of achievements to complete
construction in time or ahead of schedule.
Besides, taking into account that PPPs
usually let you spread the cost of investments
in infrastructure for the whole life of the
asset, the implementation of infrastructure
projects can continue without a significant
initial financial investment by the state. It
enables citizens to benefit from the
investment much earlier than traditional
funding based on budget capacity.
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2. Optimal risk sharing: PPPs transfers
certain risks in the life cycle to the private
partner, thus creating incentives for better
quality and more cost-effective provision of
services. For example, by transferring the
risks of construction, operation and
maintenance to the private partner, strong
incentives are created for the construction of
high-quality facility that is perfect for
operations and does not prone to failures.
Similarly, tying payment to operational
readiness of the facility of infrastructure and
provision of service, the private partner is
economically  motivated to  provide
infrastructure facility to a term or provision
of services of high quality.

3. Additions budget / additional capital:
with help of the transfer of responsibilities
for financing on the side representing the
private sector, PPPs provide, finally, the
inflow of private capital to public
infrastructure or services.

Such mobilization of additional capital
allows governments to increase the general
level of investment in development of
infrastructure.

4. Focus on customer service: taking into
account the use of incentives based on results
of activity, the PPPs has confirmed
reputation of improving the quality and level
of services. Private organizations that provide
services, offer the knowledge and experience
of higher quality, and innovation in the
private sector increases the level of providing
quality services. Besides, the state sector
saving itself from the everyday provision of
services, is able to act as a more effective
regulator, focusing more on ensuring
provision to the private operator the desired
level of consumer services.

5. Increasing the level of efficiency and
cost savings: the efficiency of the private
sector in conjunction with the optimal
allocation of risks can provide significant
cost savings in the provision of public
infrastructure and services. The cost savings
from PPPs is typically implemented in the
form of lower construction costs, reduced life
cycle costs, improve efficiency, and lower
costs of associated risks.

6. Additional income: innovation and
motives of profit in the private sector can
create incentives for the private partner to
develop new and creative sources of revenue
from public infrastructure. Such new sources



of revenue can be shared with the state,
which creates additional sources of revenue
for other social priorities.

7. Accountability: PPPs services are
provided in the framework of firm contracts
between state authorities and private partners.
The state authority determines the level of
services, then checks and adjusts the quality
of services, using financial incentives to
improve targets or punishing for poor

performance.
8. Private sector development /
investment opportunities: PPP  provides

stable long-term investment opportunities for
the private sector, and the possibility of
entering the sector of providing services that
were monopolized by state authorities
previously.

5. Conclusions

PPPs enables the public sector to focus
on strategic functions and results: by the
release of the public sector from direct
provision of non-strategic services, the
government can focus its minor resources on
their core tasks.

In spite of its potential, PPPs is not a
panacea. Public-private partnerships have
certain difficulties, which we must admit:
they are difficult and relatively inflexible
structures; support and implementation of the
PPPs can be prolonged, and expensive, in
this connection PPPs is not acceptable for
some projects; imposes additional
responsibility on the public sector, which
should be ready to act as a competent side
and controller; can lead to higher fees from
users after the abolition of explicit or implicit
subsidies and disclosure of the real cost of
services; does not provide absolute transfer
of risk, the public sector always retains
certain risks; almost always involves
"contingent liabilities" for the public sector;
not all projects are suitable for PPPs [6-9].

Indeed, despite the fact that PPPs has
significant benefits as security infrastructure,
when it is improperly organized, PPPs can
cause significant problems. To avoid pitfalls
in PPPs, the government should to apply
international ~ best  practices in  the
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organization and implementation of PPPs
projects.
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Abstract

The social capital concept and the
approaches developed along this line of
thought have captured the attention of
several scholars involved in social and
economic  development.  However  the
complexity of the social capital concept and
its complicated mechanism make it quite
difficult to understand how social capital
contributes to more prosper communities and
societies. The present article focuses on two
particular forms of social capital - bridging
and bonding — and aims to review and
highlight some of their different implications
for socio-economic development. In doing
so, I discuss some theoretical nuances
related to the bridging and bonding
distinction.

Key words: bridging social capital, bonding
social capital, homophily, social networks,
socio-economic development

J.E.L. Classification: Z130

1. Introduction

The social capital approaches have
become very popular in the last three decades
among scholars concerned with socio-
economic development. One of the important
reasons for the academic interest in social
capital comes mainly from the necessity of
better understanding development problems
and also of identifying new ways for
achieving development in a sustainable way.

The social capital concept appears to have
some illuminating potential in this regard,
particularly because it allows us to approach
development issues from a different angle,
which has been rather obscured in the past.
Thus, the merit of the social capital theories
is that it weakens the privileged role of
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traditional forms of capitals as related to
development by shifting the focus towards
the value of social relationships and
networks. Social capital scholars, essentially
argue that relationships and networks are
central to economic and democratic
performance [1]; [2]; [3]; [4].

Despite of this promise and of the
academic effort to advance social capital
theory and practice, engaging with this
concept continues to remain problematic for
several reasons. Among others, defining and
measuring social capital constitutes a
challenge particularly because it is still
debatable “what exactly is social capital a
stock of” [5, p. 7]. In essence, social capital
definitions point towards the value embedded
in social relationships and social networks
[1], however by emphasizing different
aspects. For instance, Robert Putnam
underlines the importance of network, trust
and norms which ,resolve collective
problems more easily” [1, p. 288]. Similar
Narayan [3] and Fukuyama [6] argue that
social capital refers to the norms which
enable the cooperation of individuals and the
achievement of desired goals. Coleman [7]
and Lin [8], [9] point towards the resources
embedded in social relationships which can
be mobilized in the pursuit of individual or
collective interests.

While defining social capital is an yet
uncompleted project, there seems to be little
doubt regarding the added value of the social
capital concept for the maturing of the
economic sociology field of study [4]. Also
several studies have managed to date to
produce consistent evidence that social
capital is essential for the welfare of
individuals, communities and society at large
[11; [10].

The present article focuses on two
particular types of social capital — bridging
and bonding social capital — and aims to
review and discuss some of their implications



for socio-economic development. Since the
new pair of concepts has been also plagued
with vagueness and ambiguities, I explore
two different approaches of bridging and
bonding social capital in search for unified
understanding of the two concepts.

2. Bridging - Bonding Social Capital

Political scientist Robert Putnam, also
known for his valuable contribution to social
capital theory, introduced the distinction
between two forms of social capital -
bridging and bonding social capital [1].
Putnam’s aim is to draw attention upon the
diverse functions, outcomes and downsides
of different types of networks and
relationship patterns in society. To better
explain his understanding of bridging and
bonding social capital, Putnam draws on
Mark Granovetter’s [11] “strength of weak
ties” argument and on Xavier de Souza
Briggs perspective of social relationships
[12]. Accordingly bonding social capital
refers to strong ties and is good for “getting
by” while bridging social capital is built
across weak ties and is useful for “getting
ahead” [1]. In Putnam’s view, bonding social
holds communities together creates a sense of
belonging and cohesion, whereas bridging
social capital refers to connecting resources
and bridging diversity [1]. In other words,
bonding social capital appears to be more
valuable from a community identity
perspective, whereas bridging social capital
is important for progress and growth. In this
light both types of capital are important for
development. However, since bonding social
capital is constructed in homogeneous
groups, it is rather limited from a resource
perspective, because resources become
redundant [11]; [13] More than that, strong
ties and solid groups (could) foster in-group
identities and encourage hostility which in
turn blocks the access of new comers [1].
This is why Putnam suggests that too much
bonding might be detrimental: “A society
that has only bonding social capital will look
like Belfast or Bosnia — segregated into
mutually hostile camps” [2, p. 3).

The bridging - bonding dimension of
social capital has been rapidly picked up by
scholars committed to understanding how
social relationships and networks may yield
benefits for individuals, communities and
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societies. However, the review of studies
concerned with the two concepts, clearly
shows that scholars face difficulties
particularly in their efforts to measure and
analyse the two types of social capital. As
Geys & Murdoch [14, p.122] put it ,the
empirical operationalization of bridging
versus bonding social capital is at best
underdeveloped”.  Furthermore, scholars
seem to have different understandings of the
social capital bridging-bonding dimension.
While some scholars [15] interpret the two
types of social capital based on spatial
proximity criterion and others [16], [17]
emphasize the diversity (of resources)
present in social networks.

These differences in research approaches
makes the articulation of coherent
conclusions and further research directions
quite problematic. Most importantly, in the
absence of relaible and consistent findings,
bridging and bonding social capital are of
little use for social actors involved in
development programs.

3. Homophily in Social Networks

Lin suggests understanding social capital
in an economic logic of investments and
returns. In Lin’s view social capital
represents thus the surplus value generated
by the investment in social relationships and
networks [8]. Relationships have an intrinsic
value, because of the different kinds of
resources embedded in these networks which
can be accessed and mobilized by social
actors according to their needs, interests and
purposes.

In the attempt to found a network theory
of social capital consistent with this view,
Nan Lin [8], [9] proposes a different
perspective of the two types of social capital
introduced by Robert Putnam. Lin [9] aims
to formulate a more precise understanding of
the value generated by different types of
relationships and networks by linking
interaction  patterns - resources and
individual or collective goals. In so doing Lin
argues that the utility of the resources which
actors can mobilize depends also on their
aims, which can be either expressive
“maintaining cohesion, solidarity or well-
being” [9, p. 52] or instrumental “gaining
wealth, power or reputation” [9, p. 52].
Further, drawing on Lazarsfeld’s and



Merton’s  [18]  homophily  principle,
introduced by Lazarsfeld and Merton [18],
Lin suggests understanding bridging and
bonding social capital according to the
degree of similarity present in the network
which also reflects the diversity of resources.
Lin explains this as follows: “As the
relationships extend from the inner layer to
the outer layer, the intensity of relationships
decreases, the network of network decreases,
and, most critically, resources embedded
among members become more diverse or
heterophilous” [9, p. 61].

Lin’s conceptualization of bridging and
bonding social capital according to the
homophily principle is useful for several
reasons. First and perhaps most important, it
provides a clear(er) framework of analysis
and measurements for bridging and bonding
social capital. Secondly, it helps explain
partially the dynamics of social capital
particularly of the resources embedded in
social relationships as a result of repeated
interaction. According to the homophily
principle, the more individuals interact and
communicate with each other, the more
similar they tend to become [9]. Therefore
from this perspective, repeated interaction,
leads as suggested by Burt [13] to redundant
resources (the case of too much bonding
social capital).

Third, understanding bridging and
bonding social capital in terms of degrees of
diversity present in a group helps illustrate
how and why bridging and bonding are not
mutually exclusive. Since individuals may be
different in some characteristics and quite
similar in others, we cannot claim that a
particular group or community has only
bonding or bridging social capital. This is in
fact consistent with Putnam’s view who
argued, that bridging and bonding should be
understood in terms of “more or less” and not
in terms of ,either-or” [1, p. 23]. This why,
referring to bridging and bonding in terms of
degrees of homophily/heterophily might
facilitate both understanding and
measurement of the two types of social
capital.

4. Bridging and Bonding for Development
As it has been suggested by Briggs [12]

and Putnam [1], [2] bridging social capital
appears to be important for ,,getting ahead”
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while bonding social capital” is rather useful
for ,,getting by”. In this light, bridging social
capital appears to be particularly valuable for
economic development and performance. Yet
bonding social capital is also necessary to
build trust and secure the solidarity of the
group or community.

Given the diverse potentials of the two
types of social capital, scholars found these
two concepts very useful for addressing
several  problems of  socio-economic
development. Accordingly several studies
present evidence and discussions on bridging
and bonding social capital and their
implications for development. A detailed
discussion on all various challenges
associated with bridging and bonding social
capital exceeds the limits imposed by the
present paper. I will however attempt to
highlight some of the important arguments
advanced by scholars with regard to
development.

Woolcock & Narayan argue that bridging
social capital is the particular type of capital
needed for economic advancement, poverty
reduction and empowerment of the poor [19].
Poor communities are often rich in bonding
social capital and do not manage to alleviate
poverty because ,,they lack the resources and
access to power that is necessary to shift the
rules of the game in their favour” [19, p.7].
Therefore bridging social capital is extremely
important for the poor to overcome their
limits and to prevent them from remaining
trapped in their condition. While intra-
community  ties are important for
strengthening the communities, creating
solidarity and loyalty and even granting
access to resources, it is in fact the diversity
of such resources that increases welfare: ,,as
the diversity of the social networks of the
poor expands, so too does their welfare” [19,
p-9].

Yet, several scholars - including
Woolcock and Narayan - draw on the
example of the Grameen Bank mechanism to
illustrate how social capital is relevant for
poverty alleviation. Indeed, Grameen Bank,
known worldwide as the most successful
microcredit program for the poor, is based at
its core on social capital [20]. First, since
loans are given to groups of people, receiving
a loan from Grameen Bank requires the
mobilization of bonding social capital as
collaboration and trust. By contrast to a



regular bank, Grameen Bank uses social
collateral to ensure the repayment of loans
[20]. As Hossain argues, the closeness of ties
in Bangladesh villages exerts a pressure over
the members of the groups because ,,wrong-
doing of one person can badly affect the
reputation of that person in the society” [20,
p.18]. In this case bonding social capital is
essential for getting a loan from the bank.
Secondly, the Grameen Bank mechanism
forces poor people to interact on weekly
basis with the employers of the Bank,
allowing them to acquire bridging social
capital. In this process, borrowers come to be
exposed to different information about
education, sanitation, health etc. which
enables them to change and improve their
life-standard [20]. In other words,
relationships with the people ,,unlike them”
and the presence of heterophily in their
networks, has an empowering role in poor
people’s lives, beyond the economic
empowerment. Evidence shows for instance
that participation in the Grameen Bank loan
mechanism increased contraception use and
decreased domestic violence against women
[20], [21], [22]. Thus, in this case both
bridging and bonding social capital play an
important role in economic advancement.
Similar arguments hold true in the case of
entrepreneurship, including entrepreneurship
of the poor. Any entrepreneur interested in
starting his/her own business may rely on
strong ties — family and close friends — in the
start-up phase. Levitte [23] underlines the
role of bonding social capital both as support
group and as “marketing tool” - through
word of mouth. However, the growth of the
business comes with particular needs and
challenges in  different  stages  of
development. This is where bridging social
capital becomes necessary and valuable. The
link to diverse networks, professional
associations and groups can open access to
new useful information, diverse connections
with different expertise which are extremely
valuable for business development. The
bridging/bonding distinction explains why
for instance professional networking is
valuable for entrepreneurs. In fact, Naphiet &
Ghoshal [24] argue that the ability of firms to
mobilize social capital explains the
performance differences between firms.
Uslaner brings in the forefront the role of
bridging and bonding social capital from a

206

“Ovidius” University Annals, Economic Sciences Series
Volume XV, Issue 1 /2015

perspective centred on trust [25]. In his view
bonding social capital is more likely to
generate particularized trust while the
bridging type is important for enhancing the
generalized trust in a society. Also,
generalized trust and bridging social capital
appear to reinforce each other: “But the more
demanding forms, those that really tie us to
people unlike ourselves, both depend upon
generalized trust and reinforce it” [25,
p.105]. According to Uslaner the
“moralistic” trust is vital for the health of
societies because not only it promotes
tolerance and fosters altruistic behaviour but
is equally valuable for corruption and
criminality reduction [26].

On the other hand several studies show
that bonding social capital is also critical for
developing  sustainable and  prosper
communities [27], [28]. Strong ties drive
civic engagement and help individuals act
collectively and pursue common goals, which
in turn is beneficial particularly for deprived
groups in order to raise awareness of their
problems and also to create pressure for
institutions and governments in charge with
the design of public policy.

5. Conclusions

The present article has been an attempt to
highlight some of the implications of
bridging and bonding social capital for socio-
economic development. [ have tried to
capture the relevance of these two types of
social capital for the welfare of individuals
and communities while simultaneously
underlining some of the tensions present in
studies interested in better understanding
how the bridging — bonding differentiation
benefits socio-economic theory and practice.
Perhaps the most important conclusion up to
this point is that even if bridging social
capital has been often privileged by scholars,
evidence shows that bonding social capital is
equally important for sustainable
development. Furthermore, the utility of the
(potential) benefits derived from weak or
strong ties may vary according to situational
and contextual factors. Therefore further
theoretical and empirical effort is required to
uncover the bridging/bonding dynamics in
specific cases and at different analytical
levels. A context sensitive, in-depth
understanding of network benefits will help



make bridging and bonding social capital
better serviceable for development theory
and practice.
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Abstract

In the current informational context (I-
society) it is necessary to introduce proactive
analytical guidelines, in order to prevent and
detect fraud in the economic, financial and
fiscal fields. Practical ways through which
can be prevented and identified frauds are
extremely diverse, but those with a higher
rate of success are the ones through which is
achieved an  objective  analysis, by
exploitation of databases.

Although in Romania the institutional
framework for detecting fraud is created, the
information processes that capitalize the
potential of intangible assets (data,
information, knowledge) are not exploited in
a systematic way and are not integrated into
the decision-making act (whether strategic or
operational).

Designing a fraud-detection system will
take into account a number of issues relating
to: identify areas with high risk of fraud,
access to historical events that have been
laid down as indications of fraud (historical
data), environmental features in which the
company operates etc.

Key words: fraud, IT integrated system, data
analytics, risk analysis
J.E.L. Clasification: G32, K42, O39

1. Introduction

Reconsideration  of  activities  for
prevention and combating tax fraud, must
have, as its starting point, the fact that
although some ways of operation have
remained unchanged, the detection process is
greatly hampered by the sheer volume of data
to be analyzed.

The first step consists in improving
horizontally and vertically communication of
the data of interest and improving IT
infrastructure, in the context in which the
collection,  processing,  analysis  and
dissemination of data (figure 1) are not
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enough developed at the level of public and
private entities.

Figure 1. The analysis process

evaluation processing

N <

analysis

Source:http://en.wikipedia.org/wiki/Intelligence_
cycle [1]

Lato sensu, fraud investigators on any
field of activity should use the analytical
tools, specialized software, GIS tools and
data bases for business intelligence. Anti-
fraud activities are recommended to be
carried out and coordinated by a group of
specialists, with clearly defined tasks, with
different experiences, in order to cover issues
as diverse as posible. The carrying out of
specific activity generated by fraud detection
can be performed by statisticians, computer
scientists, and data/ information analysts.

The control and audit structures face with
a number of restrictions, limitations, and a
possible solution of their overcoming is

operationalization of an integrated
information system for prevention and
detection of fraud. By integration,

applications and data should be combined
into an approach that ensures more than
access to information and economic
processes. Such a system seeks effective and
efficient solutions and gives the company the

opportunity to implement a common
interface, allowing an  informational
integration of all departments and

management of data flows, establishing an
environment in which can be adopted future
technological initiatives, under remodeling
economic processes or defining new ones.
Beyond  promises, firstly  implies



developing plans and establishing appropriate
methods and tools for transition from
disparate applications to a single platform.
Information integration should be seen as an
ongoing and long-term strategic investment,
because its benefits are not revealed
immediately but in time [2].

The current technological development
shows that the use of data analysis processes
is not to an option for the current business
environment, but an objective necessity, so
that the application of analytical methods and
techniques will be a requirement for survival
of economic entities, a means of risk control
management.

2. Choice of field-specific analytical
solution

In order to implement this approach, it
should be considered that the analysis of data
and information is predetermined by the
types of decisions that happen in an
organization: strategic (top level
management processes and their impact on
the organization's resources and the socio-
economic context of the conduct of
commercial activity. Ex: changes of
legislation, investment in certain resources,
professional training, retraining/changes of
internal working procedures, changing the
ways of collecting information, entries on
new market etc.) and operational (ar the
level of executive management and their
impact on work processes at the executive
level: e.g.: decision of notifying the
competent structures for suspected fraud,
assessing  referrals/complaints of fraud,
claims decisions etc.)

For each type of decision from different
institutional levels, data and information
analysis provides information products for
their substantiation. Information products are
the result of methodological approach of
information analyst (embodied in the
evaluation report, the analysis report) that
marks the completion of the analytical
approach of the information within the
framework of intelligence-led management

(decision-based substantiation of
information).

Information  products are: strategic
assessments, tactical evaluations, target

profiles and problem profiles. Obtaining
informational products is carried out by
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qualified personnel that applies the standards
of information analysis within the process of
analysis.

Auditors and fraud investigators must be
conversant with the key conditions for
detecting fraud. There are five such
conditions: determine the organization’s risk
of fraud by studying its operational and
control environments to identify risk
categories and exposures; assess the risks and
exposures; examine the risks and exposures
from the fraudster’s perspective, to determine
what he or she can control or manipulate to
make the fraud possible; understand the
symptoms of fraud and data sources that may
contain those symptoms; be alert to the
occurrence of symptoms and know how to
look for those symptoms in the data. [3]

Carrying out a risk analysis program
would allow determination of those areas
which are more exposed to fraud. By
applying filters, can be detected significant
risk fields for fraud (hot spot), by taking into
account indicators as: risk nature , the degree
of exposure to risk, the predominance of a
particular type of activity, the probability of
occurrence of risk, risk impact, risk
responsiveness of control structures etc.

As a result of conducting a risk analysis,
through a scoring system, is set a certain
level of exposure to the risk of fraud,
according to some general indicators of risk.
The system should facilitate the analysis of
field’s risk, possible risk scenarios and
assumptions of risk, by analyzing internal
and external data. Later recommendations
can be made on the extension or reduction of
risk fields, scenarios or assumptions.

In order to manage risk issues we
recommend a system with the following
features and technical specifications: (i) high
storage capacity of historical data and its
validation (those related to operational risk,
to the risk fields, to various events relevant
for the field of risk analysis etc.); (ii)
possibilities for manually or automatically
introduce data; (iii) the possibility of creating
lists of risks; (iv) updating of risk indicators;
(v) creating and modifying rules of risk
analysis; (vi) scoring system adapted to
institutional needs; (vii) ability for real-time
monitoring of risk fields; (viii) possibility for
sorting, filtering, query, selecting data; (ix) to
incorporate various data visualization tools,
facilitating decision making process; (x) have



advanced editing tools; (xi) to facilitate
analyses of scenarios; (xii) to include a flag
system for the level of risk; (xiii) analysis of
the evolution of risk indicators; (Xiv)
generate reports that will be automatically
sent to authorized structures; (xv) premises to
create risk profiles; (xvi) possibility of
generating reports according to some
templates; (xvii) statistical analysis capacity.

Although there no are solutions covering
the entire range of situations generated by
forms of manifestation of fraud, any minimal
(basic) package, for the construction of a
system for prevention and detection of fraud
should include: the text conversion software;
series like Microsoft Office or equivalent;
add-ins for that series, allowing the
increasing capabilities of analytic utilities;
other tools for cleaning, combination or
processing of rough data. The most important
tool in detecting fraud is data analysis
software. It is recommended to use a data
analysis software to allow the import of
various types of files (e.g., Dbase, Microsoft
Access, Microsoft Excel, Adobe pdf, Odbc,
text delimited, xml etc.). Import interface
must be friendly, must contain elements of
selection/customization of import as intuitive
as possible, in order to facilitate the relevant
activity.

According to the investigation that I
conducted on the analytical products market
(Actimize, Activedata, Bankware.Net, Clari5
Efm, Esurksha, Fair Issac Falcon Fraud
Manager, Firststrike Fraud Detection, Fraud
Analyst, Fraud Barrier, Fraud Risk
Manager, Fraudguard, Fraudnet, IBM 12,
Minfraud, Oracle Bharosa, Palantir, Patriot
Officer, Sas Financial Management, Sentinel
Visualizer, SPSS etc.), I've found that
manufacturers tend to offer high-performance
products. One of the main advantages that
offer a data analysis software is that it is
accessible inclusive to non users/experts in
programming or economic statistics. At the
same time, for more experienced analysts are
included advanced tools with high
sophisticated features.

Data analysis software, in order to be an
effective tool, should include a number of
functionalities and to facilitate the carrying
out of various activities, like: to permit
comparative analysis of available data; data
viewing in various forms; dynamically
applying algorithms for sorting, filtering,
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display of entities and relations; to allow
users to easily discover connections, patterns,
and typologies of data from multiple and
different sources; to make possible to choose
a predefined import/export design to create
an association between entities, as well as
saving the created import specifications; to
allow a predefined import arrangement to
automatically create entities, relationships
and attributes; to permit the examination and
interpretation of data, eliminating duplicates,
merging the attributes; to display the data in a
visual form that exhibit a certain sequence of
events; make it possible to automatically
arrange in chronological order of events
associated with other entities; to prepare
statistical reports, graphs and diagrams
necessary to the operations based on
information analysis; to allow multiple

methods of visual representation of
information through charts: geospatial,
association,  temporal, statistical etc;

customize diagrams, charts created by adding
entries defining: author, category, comments,
references, keywords etc; ability to save
diagrams in .pdf or .jpg; to support large
numbers of concurrent users running a
variety of applications that operate with the
same data; allow visual query of a database
without requiring knowledge of query
languages; allow the identification of key
entities  which  control the network
information, entities best placed within the
network and that have the best visibility over
the network activity, the most active entities
or the most important ones.

At the same time, it is recommended that
the analytical software to allow carrying out
specific tests to identify the pattern of fraud.

Another aspect to be taken into account in
the construction of a system for the
prevention and detection of fraud is
introducing tools for predictive analysis.
These would enable analysis and running of
large amounts of data, in order to achieve an
appraisal regarding the development of a
potentially fraudulent behavior.

In table no. 1 are presented in comparison,
synthetic, the capabilites and specifications
of the analytic system for detecting fraud and
also of the predictive analytics system.



Table 1. Com

arative analysis

Fraud analytics

Predictive analytics
(modeling)

Uses historical data to
detect fraud that has

Uses historical data to
predict future

already occurred outcomes

Linear process; the Nonlinear process;
steps are performed in | steps can be skipped,
order, and typically and the process is

the process is not reiterative

repeated

A hypothesis is Models are defined
formed at the and created based on
beginning of the fraud | the particular business
engagement process

Analysis stage may
continue longer than
expected if additional
hypotheses are formed

Process is repeated if
new data or different
variables are
discovered

Hypothesis is tested
and amended as
necessary

Models are tested to
determine success;
modifications are
made as necessary

Fraud analysis is used
to locate fraud and can
provide a model for
future detection

Predictive modeling is
used to complement
the fraud analysis by
creating a process to
show red flags

Data quality is
important to the
analyst's ability to
discover the fraud

Data quality is
important to the
success of the model

Uses all available data

Uses a sample of the
available data

Constructs data
(mean, median, mode)
for statistical analysis
purposes

Constructs data to fill
in missing variables

Fraud analysis is
performed as needed,
not on a regular
recurring basis, and
ends with a final

Models are repetitive
and cyclical in nature;
they are always in
process

conclusion
Looks for anomalies Looks for anomalies
in the data in the data

Outcome cannot be
predicted and is
known only after the
dissemination stage

Outcome or final goal
must be specifically
defined

Source: Spann D. D., 2014 [4]

An argument in favor of introducing data

analysis software is

that it ensures an

increase in the profitability of the investment
in investigative data analyses. As a result of
an opinion poll conducted by an audit
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company [5], it was found that entities use
also data analysis investigative technologies,
beyond the traditional tools of calculation
and operation of data bases. Therefor it was
generally observed the following advantages:
improved results and recoveries, 11% more
than others; earlier detection of misconduct,
15% more than others; more cost-effective
results, 14% more than others; higher
visibility to the board, 12% more than others.

3. Practical aspects regarding
implementation of a data analysis solution

When defining, identifying, creating,
implementing and operating the anti-fraud
solution, with data analysis capabilities, we
recommend taking the following steps and
conducting the following activities:

e analytical product/products
identification - from a functional
perspective, the defining criterion in

choosing such a product is the number of
problems that can solve, and the capability
of the system to meet the requirements of
the user. On the other hand, these needs are
influenced by financial and human
constraints, as well as by the risks involved
in the implementation of the analytical
solution. In order to avoid the purchase of
an inappropriate analytical product, it is
recommended the testing of IT solutions,
within the testing period (the manufacturer
offers the advantage of a free application for
a specified period of time e.g. 15, 30 days)
and the identification of products based on
the experience of other similar companies or
organizations;

e setting, as detailed as possible, of
the costs of the products and of
implementation and post implementation -
technical support, warranty, spare parts,
consumables, subscription (it offers to the
clients access to the latest updates of a
product with no additional costs, these
updates include any major changes made to
the product's architecture, as well as the
specific features of certain updates thereof);

e identify the working team to use the
antifraud system, establishing the criteria for
the selection, the way and duration of
training on how to use the integrated
solution;

e creating working procedures;

e setting realistic  implementation



period in order to avoid exceeding the due
date of execution;

e the involvement of decision-making
representatives in the project and the
establishment of the clear mandate of each
member of the team. Avoiding the
appointment of exclusive responsibility of
implementing the task by a single entity
(office, service, department etc.);

e integrated solution provider should
prove that he supplied similar products
before and to present, if necessary, any
evidence to prove the execution of the
service in good condition.

In the process of testing the analytical
solutions you should consider a number of
issues with regard to: the degree of
compatibility with databases and technical
solutions that already exist; the ability of
software to import data (most products
include a "wizard", which assists the user,
suggesting the steps and at the same time
creating prerequisites for correctly placing
data); effective means of detecting an alleged
fraud scenario etc.

The application of analytical technique
involves the use of analytical tools and
processes. Starting with the graphical
representation of the analytic process (Figure
1), the system to be implemented should
facilitate the following activities:

e planning activities
analyzing process:

v' defining the problem to be
solved, the investigational area which shall
be subject to analysis (although it seems a
logical step, we point out that most of the
times the effects of fraud are not always
visible);

v’ acceptance  of  analysis
theme, following the discussions with the
applicant and/or recipient of the analysis;

v' anegotiation of the reference

related to

terms ;

v' development of the data
collection plan (identifying and determining
the sources of obtaining the necessary data
for the analysis: public records (judgments,
records of mortgages, tax/criminal records),
telematics, internet, open sources, social
environments, talks with customers, public
infrastructure, internal sources etc.);

v/ establishing the methodology
of investigation, of methods, techniques and
tools of work;
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v' the establishment of the team
members and support staff;

e create working assumptions
(represents a very important stage, and
selecting the correct working paths will
allow a moderate consumption of resources,
time and energy);

e carrying out the activities of the
proper data analysis (using the methods and
techniques of analysis):

v' formatting
processing for analysis;

v"a homogenization of data of
the same type, their classification and
clusterization;

v verification of data sets from
databases in terms of their integrity and
completeness. Empty or unnatural records
negatively influence the whole process of
analysis and, by default, the analytical
finished product;

v' data import in the analysis
software;

v set of specific attributes for
each entity, and the links between them;

v" running various tests to look
for symptoms, signs of fraud;

v' running of multiple
sequences to identify issues of interest;

v' a preliminary data will be
compared with other bits of data;

v' a data compare process
plays an important role in the process of
analysing the data;

v’ identify, as appropriate, of a
representative set of comparable items. The
usefulness of this measure is to use positive
and negative experience gained before by
teams of analysts;

v’ are-evaluation of the results;

v' an export of this data in a
specific format.

e development of an analytical product
(creating the fraud profile (will be taken into
consideration both the person and the
current operating mode);

e the assessment of the analytical
product;

e decide how to use the analytic
product (beneficiaries’ proposals );

e disseminating the analytical product
for the beneficiaries

e results, operating modes, the entities
involved in illicit activities may be archived
and used later in the analysis, as elements of

data, their



comparison and positive practice.
4. Conclusions

The modern IT tools offer new
opportunities to both fraudulent subjects and
control and audit structures. In our opinion,
the manner in which further internal checks
shall be conducted as well as the response of
control structures to fraud, will largely
depend on the ability to use methods and
techniques in computerized environments.

In an ideal environment, the mechanism
for detecting and preventing fraud combines
both human factor, decision maker, as well as
technical, reactive one. As sophisticated as
technical solutions may be, creating
hypotheses, mode of action and results
exploitation will still be dictated by the
human factor.

The potential of use of data analysis
processes, in the work of prevention and
detection of fraud, lies in the possibility of
anti-fraud analysts, inspectors, or managers
to act knowingly, to substantiate the
decisions in a scientific way, to check data
through multiple analyses.

Qualitative leap, after the implementation
of an automatic detection system of indexes
of fraud is huge, if you take into account that
the organization will benefit from continuous
monitoring of fraud in real time, and
eliminate the drawbacks of static or periodic
techniques for detecting fraud.

By building an extensive verification
system and high quality of generated data,
companies will benefit from an improvement
in the efficiency of operations, in terms of
security, which will generate further
perspectives and opportunities to evolve.

Data analysis processes, as tools for
prevention and detection of fraud, can be
successfully used in any field, with
preference in those with databases and where
data are or may be readily converted into
electronic format.

In the fiscal, banking, insurance or health
field the existence of an anti-fraud structure
is a sine qua non condition for survival in the
business environment, in the current context
of fraud exacerbation, of financial constraints
and fierce competition.

In the near future, the biggest challenge
remains implementing automated methods
and techniques. It is absolutely necessary to
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consider possibilities for expansion and
integration of new models and computerized
systems for the prevention and detection of
fraudulent actions and support knowingly
management decisions.

Successful implementation of an antifraud
analytical system depends a lot on how to
recover data from a variety of sources,
considering that most of them have different
formats. It is recommended that the collected
data should be interpreted in the same way,
using the same techniques and the same
methodology, so that the creation of data
bases to be homogeneous.

Although the implementation of a system
for prevention and detection of fraud could
be expensive, low degree of response to fraud
and the inability to recover losses resulting
from fraud or domestic abuse, could have
adverse consequences, difficult to quantify.
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Abstract

The global analysis of the socio-economic
system of the last hundred years, especially
of the period after the Second World War,
shows the existence of two diametrically
opposite trends which have influenced
evolution: on one hand, the significant
growth of economic results on an aggregated
basis and per capita, and on the other hand,
the degradation of the general condition of
the natural environment, of the planet’s
health — a fact that shows that the concerns
regarding the assumption of debt that
economic development is doing for the
natural environment and for the future of the
planet are kept on a second level.

Key words: sustainable development, global
problems, environment.
J.E.L. classification: D00, E00, Q01

1. Introduction

Acknowledging global problems (extreme
poverty, environment degradation and
climate change, uncontrolled urbanization,
licit and illicit migration, terrorism, economic
and financial crisis, etc.), and the necessity of
controlling them in order to find a solution
(to ensure survival in a world which does not
only resume to macroeconomic indicators,
but is primarily a social environment whose
general dynamic balance is at risk) has led to
increasing concerns regarding sustainable
development (as a concept which, based on
the idea of equality of rights between future
and present generations, has started to slowly
replace  the concept of economic
development). Rethinking the human-nature
rapports by shifting from the “enemy” status,
for a non-declared war, to an “ally” status,
within the so-called “natural organization” in
which the economic process appears as a
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sequel of biological evolution — it
materialized in the appearance and
development in time of a new branch of
economic sciences, the economy of
protection of the natural environment,
“whose objective is to manage nature from
the perspective of the harmonious join
between the immediate interest with the
perspective and permanent interests of
human society, under the condition of
maximizing the efficiency of the -effort
made” [1] .

The beginning of the “sustainable
development era” — started in 1992 at the
UNO Conference on Natural Environment
and its Development, held in Rio de Janeiro —
marked the point when this notion passed
from academic literature to the first page of
newspapers and thus to the everyday
language and to the constant concern of
governments and international organizations.

2. Sustainable development

Sustainable  development  “supposes
economic growth (not zero or negative
growth) consistent with the demands of
ecological balance (not simply with
preserving nature) and the entire human
development, which means that all aspects
regarding progress by man and for man
(culture, science, civilization, equality and
equity between men, ethnicities, and nations)
are taken into account” [2]. From this point
of view, sustainable development appears as
a complementary process to the one made by
the transition to human economy — which, in
turn “is a perspective born from the necessity
of finding a profitable solution for men to the
economic, ecologic, financial, technical and
security problems of some entities caught in
the irreversible network of interdependence*
[3].

By making the human being - in all its
dimensions - a priority, the defining elements
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of sustainable development are given by: (i)
general and universal compatibility between
the natural environment and the one created
by man; (ii) maintaining equal rights of
generations; (iii) interpreting the present by
thinking of the future and of maximizing the
profit in line with ecological security; (iv) the
compatibility of national development
strategies with those of protecting the
ecologic environment; (v) assuring the
general wellbeing by going from quantitative
aspects of growth to qualitative ones; (vi)
redefining economic and social objectives,
within which the ecological capital, the
technical capital, the human capital are going
to find their place; (vii) subordination of
economic development objectives to the
recovery of man, understood as the most
complex creation.

Sustainable = development  represents,
according to the Brundtlant Report, that
“type of development which satisfies present
needs without endangering the possibility for
future generations to satisfy their own needs”
[4]. The main instruments and objectives of
sustainable development are improving the
quality of life and spreading global progress.
From a company point of view, the aim
regarding  sustainable development is
achieved if it aims for a triple performance:
economic, social and ecologic [5].

In order to find the type of economic
growth, the control of pollution, creating a
legislative and institutionalized framework
adapted to them and efficient and new
systems: educational (able to anticipate and
to deepen knowledge), economic instruments
(which are able to prevent, to protect and to
assure rare resources), specific indicators
(after which we can estimate the quality of
people’s life and development), the strategy
of sustainable development needs a series of
short term and medium term strategies,
which can be extended on the long term in
20-25 years; because of this, regional,
international and global politics are needed,
at a company and country level, with
objectives which are compatible in time and
space, based on some criteria which come
from improving people’s life. For grounding
these policies is essential that at each level
functions some ways of regulation, with an
economic, legal, substitutional and
informational character, which can ensure
planned objectives. In order to assess the
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ways of action, efficiency and effectiveness
criteria are necessary on an economic and
social, equity, feasibility, acceptance and
institutional compatibility level. At any level
of sustainable development, there should
exist a strategic plan, with clear objectives,
estimation  criteria and  measurement
indicators, sustaining mechanisms (legal,
economic, and cultural) with the ecologic
process management, on each life cycle, as
with the mandatory ecologic audit or with

developing new clean technologies for
achieving “zero defects”, etc.
The new paradigm of sustainable

development has changed the way companies

do business, and this change means:

o Instead of thinking that sustainable
development means only costs and
difficulty, companies understand that this
concept means using resources efficiently
and can generate opportunities;

e Passing from methods of fighting
pollution based on treating its effects to
using more effective and less polluting
technologies on the entire production
process and, moreover, trying to integrate
sustainable development in business
development;

e Passing from a linear approach,
concentrated on production, to a
comprehensive, systematic  approach,
which include the production processes
and their consequences;

e Passing from the perception that
environment and social problems are the
responsibility of technical departments
and experts, to the fact that there are, in
fact, the responsibility of the entire
company;

e Exaggerated confidentiality and secrecy
have been replaced with a politic based on
opening and transparence;

e The lobby politics with limited
perspectives have been replaced with
open discussions with interested partners.
In this era, which is characterized through

open geographical markets, and through a

high mobility of companies, era of know-

how and of technology, a strategic direction
of the company’s management can represent
the necessity that the success of the
company’s strategic management should be
measured in a dynamic perspective, using the
evaluation of its social balance [6], of



contributing to achieving and number of
social and economic objectives, not only
through productivity, economic efficiency,
wanting the maximize the economic value of
the company. Thus, seeing sustainable
development more as an opportunity than a
burden has proved to be a source of
competitive advantage [7].

This major objective is necessarily
compatible with taking into account the
interests and the expectations of different
categories of stakeholders, in a framework
that maintains the priority of the economic
role of the company, as this in not just a
holistic concept, but a system created to
make economic value; it actually represents
an important investment, explained by the
trust given by customers, by capital suppliers,
by the engagement and the attachment of the
staff and by respecting the obligations of the
juridical, social and political environment in
which it operates.

3. Translating the concept of sustainable
development from a macroeconomic to a
microeconomic level

Applying the concept of sustainable
development to a company level takes into
account corporate responsibility — resulting
from companies’ necessity to adapt in order
to survive in a context radically changed by
globalization and a higher civic activism.
This approach has been adopted by big
companies which show their engagement to
sustainable development and adopt
reporting principles based on the triple
bottom line.

The concept of the ,triple bottom line”
(3BL) has been introduced and sustained by
Elkington [8]. ,,The cannibals” whom the
author refers to in the title of the paper are
the companies which operate in continuous
evolution capitalist economies, where it is
natural for companies to devour its
competitors, while “the fork™ offered to these
cannibals to pass to a new phase of
civilization is represented by sustainable
business. By using the fork, everyone wins:
business, stakeholders, shareholders, society
and the environment. Thus, the author takes
into account companies’ necessity to adapt in
order to survive in a context which is being
modified by globalization and a more intense
civic activism. Through the triple bottom
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line, the author “expresses the idea that
business does not have just one objective,
added value, but it has to assume other
ecologic and social responsibilities, thus
tomorrow’s operation accountancy will
include, besides normal financial calculations
strictly economic of efficiency, a balance of
the activities’ effects on the environment and
a balance of the consequences of these
activities on the social context”. The author
devotes one chapter in his paper to the seven
dimensions referring to the creation of
strategies of those companies that have
adopted or are going to adopt sustainable
development (necessary to their own
survival): markets, values, transparence,
technological cycles, partnerships, and time
and corporation management.

This type of approach has been adopted
by big global companies that show their
engagement to sustainable development and
adopt reporting principles which are based on
the triple bottom line concept. Thus,
companies’ reports contain information on
their performance in all three areas of
interest, becoming an integrating part of
guiding principles strategies and
implemented operations. The triple bottom
line concept has rapidly become one of the
most famous concepts applied by companies
in order to do “what is right”; thus, there
have been created consultancy firms offering
accountant services that respect the triple
bottom line principle; companies in the
Fortune top 500 which are proud of including
the 3BL approach in their annual reports;
various non-governmental organizations that
encourage companies to adopt the 3BL. But
there also are some authors who insist that
the 3BL concept should be abandoned,
because it leads to reality distortion, being a
controversial principle that leads to only one
dimension of performance, the economical
one; it simply shows the social and
ecological impact of the business, without
being a measurement of performance, but a
secondary concern of seeking economic
performance.

In 2003, Stephen Young, Global
Executive Director of the Caux Round Table
organization (an international network that
reunites mainly business leaders that promote
moral capitalism), publishes the paper
“Moral Capitalism. Reconciling private
interest with the public good” [9]. The author



considers moral capitalism as the fastest way
in which traditional and pre-industrialized
economies can develop, create prosperity and
adopt modern production technologies.

The increase of capital, in all its forms,
assures companies the necessary resources
for success on the long term. By assuring
these capital resources, time transforms itself
from an enemy to an ally of companies. The
continuous access to capital resources allows
companies to learn from their own mistakes,
to surpass difficulties, to build a reputation
and to have loyal customers. Without all
these stable capital resources, both the
business environment, and the country’s
economy are vulnerable in crisis situations,
in unexpected changes of the market or
simply in case of bad luck. The author
considers that the principles of moral
capitalism are valid to any type of company,
small or multinational, and to any type of
economy, traditional or postindustrial. The
main idea of moral capitalism is that
sustainable financial success depends on the
matter if its business model incorporates the
principle of social responsibility and the
obligation of a good administration. Moral
capitalism is based on the theory that
companies generate five different forms of
capital: reputational, social, human, financial
and fix. Maximizing the impact of each
capital type needs some special abilities,
moral and interpersonal. The ethical
standards increase the value of all these
capitals of the company.

4. Conclusions

The arguments for these principles and
their justification are that trust and credibility
are essential to the good activity of free
markets, ethical business practice being the
premise of trust and credibility, the lack of
ethics and good practice in corporate
management are not allowed, risking to
overshadow the remarkable contributions of
the business environment to raising life
standards and to emancipating individuals all
around the world. Orientated only towards
satisfying their own interests and ignoring the
expectations of other interested groups, the
chase for profit leads companies, in the end,
to failure and, sometimes, determine a contra
productive regulation of the business
environment. Thus, in order to protect the
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fundaments of sustainable prosperity, it is
necessary that business leaders assume and
always declare the ethical engagements. It is
also obvious that, for the market capitalist
system to be worthy of respect and to be able
to contribute to global prosperity, the
business environment must act moral and
responsible [10].

Yunus (2010) goes even further in his
book, by stating that two types of business
are necessary: some orientated towards
obtaining personal benefits, and others
dedicated to helping the others [11].
Businesses from the first category have the
objective of maximizing the owners’ profits,
even if that would mean that the others will
have no profit at all. Businesses from the
second category want to create benefits only
for the others, not for owners — they have the
satisfaction of serving people. The second
type, built on the unselfish nature of people,
has been names “social business” and is the
missing piece in our economic theory. The
reminded author suggests that the social
business is “the new form of capitalism,
meant to respond to the most pressing human
needs”. The social business is one where the
investor wants to support the others, without
keeping for himself financial gains. The
social business is also an authentic business,
generating enough benefits to cover costs and
being capable to create the resources which
all successful companies need to operate.
When an economic surplus is gained, it is
partially invests in extending the business
and partially to form a backup to cover
possible risks. Thus, a social business can be
described as a company that operates under
the principle “no loss, no dividend”, being
fully dedicated to achieving some social
objectives.
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Abstract

In this paper we are trying to theoretically
highlight the positive potential social
enterprises can have in the nowadays society.

Social enterprises have gained a great
importance within the development of public
policies and also in the work of different
researchers. This is because it is considered
to have an important potential on different
aspects. Being a hybrid between profit
enterprises and non-profit organizations and
also  being close to the  public
administrations, their influence can be seen
from the transformation of the welfare system
and the development of a job market for
persons which would not be easily employed
in a traditional for profit enterprise, to social
cohesion and creation of social capital, local
development, the dynamics of the third sector
and the link between the network
governance.

Key words: social enterprise, enterprise
potential, welfare system, employment
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1. Introduction

Social enterprises, as part of the social
economy, depending on the perspective from
which are analyzed (hybrid between
nonprofit organizations and businesses [1],
[2] versus provision of state services by
social enterprise [3], [4]) are considered to be
the saviors of the society in the context of
repetitive economic crises. This is because
the measures of austerity force the cut of
public-sector founds which should be
allocated to the solutions of different social
problems. Taking this into consideration,
social enterprises could have the potential to
bring innovation and sustainable responses
for the cause it addresses. However, it would
require equally-sophisticated research
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evidences in order to inform about its
development and support in such a role [5].
More than the recognition of a great
potential of the social enterprises detected by
researchers, also governments have started to
show an increased attention to the
contribution and the potential role of these
organizations [3]. In this context, social
enterprises have been included as a priority
in Europe 2020 strategy, but also in the
previous programme periods, through the

interest shown towards social inclusion,
innovation, support for businesses and
employment.

However, even if social enterprises are
characterized by a great dynamism
nowadays, they still are a small employer for
disadvantaged workers and are a small
supplier of social and community care
services. This is the reason why it is difficult
to detect the visible quantitative impact social
enterprises have, and the potential of them
can be analyzed mostly as a trend [6].

2. Social enterprises transforming the
welfare system

Social enterprises, being characterized by
an emphasis upon reinvesting profits back
into the community in order to achieve a
social mission, may present the potential of
offering a community based solution to the
cycle of diminishing returns from investment
into public systems. It could bridge the gap
between the problems faced by the
community and the availability of adequate
solutions [5].

The policies which were implemented in
order to reform the welfare state in Europe do
not have yet any certain outcomes. At least in
the countries which relied on the stimulation
of the market and of the for-profit
enterprises, the costs for transactions and for
contracts have increased more than it has
been expected, and in many cases the quality
of services and of the jobs has deteriorated.



Also, the regulations existing do not lead to
the desired quality level.

In this context, a main contribution which
can be brought by social enterprises is the
distribution of the income to levels closer to
the ones expected by the community. This
can be made through the nature of private
ownership and management of social
enterprises, which contributes to the
modification of the distribution of resources
and income. Also, they influence the
redistributive public policies, by addressing
services to groups of vulnerable persons who
are not recognized by the public policies.
Beside the redistributive function, these
organizations are forced to innovate in the
field of services they provide [6].

Another influence of social enterprises
over the welfare system is the improvement
of the quality of services, through
privatization policies. The success of this
process consists of the development of a
competitive environment and contractual
relations based on trust. Social enterprises,
being closer to the aims of the public
authorities, facilitate the negotiation process
and not least, they contribute to the cost
reduction for production, not being focused
on profits, being innovative and combining
the customer satisfaction with the worker
guarantees [6].

3. Social enterprises as a tool for the
employment creation

Social enterprises play an important role
in the creation of jobs in the labor market,
though the work integration social enterprises
which by their nature integrate in the labor
market persons which normally do not have
possibilities to be employed in traditional
enterprises or by developing a sector of

service providers which has a high
employment potential.
A mean for this to happen is the

development of alternative policies which
would change the composition of public
expenditure from offering cash benefits to the
provision of services or founding services.
Maybe a more important measure would
be the encouragement of private demand
growth and of the supply. These can be made
by social enterprises because they are
involved in low profitability productions, and
because they can benefit also from donations
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and volunteer work which reduces even more
the production costs.

On another bases, social enterprises can
create jobs when they are partly of fully
financed by public funds, which happens
when the activity of the organization has a
high level of redistributive effect [6].

4. Social enterprises helping the social
cohesion and creation of social capital

Social exclusion has become a bigger
problem with time in the today’s society. The
factors of the social phenomenon are more
complex than unemployment, poverty and
social exclusion, which mean that cash
benefits and standardized services are no
longer sufficient.

Social enterprises however manage to
contribute to the improvement of community
wellbeing and social integration through their
work with specific vulnerable groups,
integrating them into the labor market,
enhancing user protection for the
disadvantaged persons, improving service

supply and involving wusers in the
organization [6].
5. Social enterprises as a local

development tool

Social enterprises tend to be small sized,
locally based organizations. They need to be
continuously  linked with the Ilocal
community where they operate, this being a
condition for their development and
efficiency mainly because they facilitate the
creation and exploitation of the social capital,
they try to find the optimal combination of
resources and  they  facilitate  the
understanding of social needs.

Social enterprises mobilize the resources
of small communities [7] and contribute to
the local development by creating new jobs
for the community they serve. This
contribution would increase in time when
there organizations would expand their field
of activity from social services to others, like
cultural services, environment, transportation
and so on [6].

Also form the local development
perspective, social economy organizations
granted for their “economic” and “‘social”
nature, can offer a more clear perspective on
the way local communities progress their



development across

domains [7].

agendas multiple

6. Social enterprises bringing dynamics to
the third sector

Social enterprises are part of the social
economy and non-profit sector, but differ
from the traditional organizations from these
sectors: innovation in respect of the
organizational forms, provided services and
in addressing new needs, their use of varied
resources and the strong inclination towards
risk especially in the start-up phase.

More than that, social enterprises may be
seen as the breakthrough in the non-profit
sector of Europe, by combining the
productive dimension and the entrepreneurial
one of the non-profit organizations and by
stressing on the economic and redistributive
functions of the European welfare services.

Another innovation brought by social
enterprises is the fact that they are a model
for civil society and private organizations
common effort in dealing problems of the
community, by reducing the dependency
upon grants [8]. This is because social
enterprises are not outside of the market, as
in the case of traditional public or non-profit
organizations, but neither are they outside of
the public system of allocation of resources,
as in the case of for-profit enterprises. They
use the rules both of the market and state and
more than that they reduce the gap between
associations and foundations, cooperatives
and other parts of the social economy sector,
by moving to productive and entrepreneurial
behavior, democratic governance or primacy
of social objectives according to what they
traditionally lack in their conceptual
existence [6].

7. Social enterprises as an institutional link
within the network governance

Social enterprises, as a hybrid form of
organization, have the potential to link
together different actors, being be the
“institutional glue congealing network ties”
[9]. This role is required to be assumed in
order to coordinate the actors which
previously have been disconnected, in order
to give a response to the complex social
needs mankind faces nowadays [10].

As described by Park and Wilding [10],
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social enterprises have three types of
potential in what concerns the strengthening
of ties between various actors. One is the
transfer of business ideas and good practices
to organizations from non-profit or public
sector, in order to help the two in interaction
and competition on the business market.
Analyzing the nonprofit sector, it is easy to
see the fact that organizations do not want to
participate in competitive markets. Social
enterprises, being themselves a type of
business which does not encourage the
intense market competition, can play the role
of a buffer between organizations from the
public and private sector and the business
world.

Another important role played by social
enterprises is the collaboration with the
governments in order to promote and serve as
a model for organizational participation in
governance networks. Nonprofit
organizations and often businesses are in
general afraid of collaborating with public
institutions, because they wish to keep their
independence, they find it difficult to relate
with the ones from other sectors or do not
understand the procedures of the public
sectors’ activity. Social enterprises may be
seen as more attractive to businesses or

nonprofit organizations, when working
closely with governments, because in this
situation the relations may be easily

reconfigured and organizations don’t feel any
more in the shadow of the state.

The third role played by social
organizations in linking different actors is the
one of encouraging businesses and
governments to pursue social goals, by
choosing a more flexible approach to daily
issues. In general, businesses do not consider
social goals in their activity, or at least they
are marginal to the business concept. In the
same manner, governments may be inactive
at responding to the social needs of the
minority. In these cases, social enterprises
may be Dbetter suited than nonprofit
organizations to secure the participation of
businesses and government institutions in
governance networks. The reason behind this
is the very concept of social enterprises
which seek efficiency and try to make profits
only when meeting social goals.



8. Conclusions

Our approach can be  further
supplemented with different other potentials
the social enterprises have, according to the
perspective on social enterprises — social
organizations being part of the third sector
versus the variation on CSR. More than that,
there should be specific discussions on the
potential of social enterprises in countries
which have legislation in this field compared
with those which are in the process of
creation of such a regulation or with those
who do not even consider it.

Further research is needed to investigate
the potential of social enterprises and how to
transform the potential in actual impact
within the community. Finally, the discussed
area would benefit more from quantitative
and representative case studies which would
serve as role models and research base. At
the moment, the impediments of such a
research would be that social enterprises do
not represent a considerable part of the
market and do not employ sufficient persons
in order to be able to produce relevant
results. However, the present studies do offer
trends which are important for further
research.
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The main aim of this paper is to provide
information for a better understanding of
specialized translation. We have decided to
tackle the terminology used in the industry of
wind turbines technology, driven by our
observations that, against the background of
globalized economy, most communication,
especially at the top level, is carried out in
English, which, nowadays, is seen as a
lingua franca. In order to comply with the
norms of technical translation, we conducted
research on several documents written in
Romanian, reports released by wind turbine
companies in our country, bilingual technical
dictionaries, etc. In the last part of this
paper, we selected and analyzed a range of
terms and looked at the difficulties a
translator may face.
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1. Introdution

It is well-known that, since ancient times,
language barriers can pose a great obstacle to
the process of efficient communication. One
of the biggest challenges faced by translators
is represented by the constant development of
terms and concepts, which should be
communicated accurately into the target
languages. The high level of precision that is
necessary in the translation of specialized
texts, such as technical texts, is what
distinguishes it from the translations in other
fields of knowledge.

The main aim of this paper is to provide
information for a better understanding of
technical translation, which, many times, has
been referred to as including medicine or
even law translations [1]. We have decided to
tackle the terminology used in the industry of
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wind turbines technology, driven by our
observations that, against the background of
globalized economy, most communication,
especially at the top level, is carried out in
English, which, nowadays, is seen as a lingua
franca.

In our research, we are going to providing
some useful information about some
theoretical aspects regarding the translation
methods and procedures. Moreover, we will
also discuss the views on terminology as a
scientific discipline and the challenges of
technical translations. In order to reveal
several aspects related to the norms of
technical translation, we will further carry
out research on a series of documents written
in Romanian, reports released by wind
turbine companies in our country, bilingual
technical dictionaries, visual or etymology
dictionaries and glossaries. The last part of
this paper will analyze a range of terms and
looks at the difficulties a translator may face

when translating them into the target
language.
2. Translation issues

A definition of the term “translation”

involves taking into consideration two main
approaches, i.e. translation as a product and
translation as a process. Thus, translation can
be defined as the action of converting the
information or the meaning of a source text,
and the production of the equivalent target
text that communicates the same information
or message in another language [2].
Etymologically, “translate” means to
carry across a message or a text. It has also
been defined as a process of communication
that involves a sender and a receiver. Like
any other forms of communication, the
sender sends a message that is coded in a
certain way. This code is received and
analyzed or decoded by the receiver [3]. The
communication is mediated through a third
figure, i.e. the translator, who decodes from



the source language (SL) the message that is
afterwards restructured, according to the
target language (TL) patterns [4].

The problem with all forms of
communication including translation is that
breakdowns might occur in the course of
reception of the message subject to
translation. Even in same language
communication, there is no guarantee that the
receiver decodes the sender’s message in the
way the latter had intended. With
translations, the chances of
miscommunication are higher as the sender’s
and the receiver’s codes are different and
also, because it is mediated through a third
figure, that of the translator. These issues are
the source of the assumption that there is
“loss” in the translation process, that
complete equivalence is impossible [5].

3. Terminology as a science

Terminology is defined as the science
whose aim is to study terms, which are
lexical elements used in different specialized
fields. In general, terminology involves three
main processes: the compilation, i.e. the
preparation of lists with terms belonging to a
certain subject or field, according to a
previously established methodology; the
description, i.e. the definitions of each term
(semantic focus) and description of the
elements composing the term and its
generation process (morphological focus);
and the presentation (preparation of
dictionaries) of terms [6].

In the eighteenth and nineteenth centuries,
the leaders in terminology were the scientists
who were mainly alarmed by the
proliferation of terms, due to the
developments registered in various fields,
such as economy, medine, technology etc..
They were worried about the diversity of
forms and the relationships between forms
and concepts but neither the nature of
concepts nor the foundations for creating new
terms were of concern to them. In the
twentieth century, engineers and technicians
became involved. The rapid progress and the
development of technology required not only
the naming of new concepts but also the
agreement on the terms to be employed [7].
As a result of practice, terminological work
began to be organized in certain specialized
fields, such as law, medicine, economics,
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technology etc.

Terminology, as we understand it today,
first began to take shape in the 1930s. The
most prominent name associated with the
study of terminology is that of the Austrian
engineer, Eugen Wiister. In his doctoral
thesis, this specialist presented arguments for
systematizing working methods in
terminology, established a number of
principles for working with terms and
outlines the main points of a methodology for
processing terminological data [8].

The same author also stated that
“terminology” is a polysemic word referring
to three different aspects related to
compilation, description and presentation of
terms [9]:

Terminology as theory: this understood as
a collection of premises, arguments and
conclusions on the relations between
concepts of the words used to represent them
and the nature of such words.

Terminology as a practice: it is seen as the
collection of activities leading to the
preparations of dictionaries.

Terminology as a thesaurus: it is viewed
as the structured collection of all the words
and expressions used in a specific science. It
results from the application of terminological
theory and practice. In this case, terminology
goes with the name of the science whose
terms have been compiled (for instance,
medical terminology, maritime terminology,
legal terminology, terminology in the field of
economics etc.)

4. Issues related to the translation of
specialized texts

The most common definitions related to
the translation of specialized texts, such as
technical translation, the translation of
medical texts, of legal texts or of texts from
the field of economics, refer, in general, to
the translation of the texts written using
Languages for Special Purposes (LSP).
Therefore, technical translations, and
technical terminology as well, include not
only the translation of texts in engineering or
medicine, but also such disciplines as law,
psychology or economics.

In  Technical Translations: Usability
Strategies  for  Translating  Technical
Documents, Jody Byrne argues that law,
economics or psychology are not included in



the field of technical translations and that
technical refers to technological texts. “Just
because there is a specialized terminology,
does not make something technical”, stated
the above-mentioned author [10]. Her
arguments are based on the example of
religion, which has a very specific
terminology and style, but it is never
regarded as “technical”.

5. Translation analysis. Case study

This analysis deals with the difficulties in
translating a technical text from English into
Romanian language. The source we have
used for our analysis is a textbook, i.e. “Wind
Energy Explained: Theory, Design and
Application”, which is aimed at engineering
students and, as the authors state in its
preface, the book is also intended to be used
by “anyone with a good background in math
and physics” [11].

The corpus we have selected for our
analysis acquires the features of technical
writing: formal and object-centred language
(use of passive voice), well-structured
organization of the text which enables the
logical flow of the information; short and
comprehensive sentences, especially when
describing  processes and  operations;
specialized terminology: wide range of
technical terms.

The main difficulty encountered in
technical translation is represented by the
specialized  terminology.  During  the
translation process, we have had to deal with
terms from various fields, such as
engineering, mechanics, physics, architecture
or constructions. Therefore, a number of
terms have been selected and analyzed in
order to motivate the translating choices:
airfoil, azimuthal position, backlash, bearing,
blade, caliper, cantilever, chord, fatigue,
hinge, hub, load, moment, pitch, skin, wake,
tower, etc.

As already mentioned, the most
challenging part of the translation was
definitely the terminology. We have had to
deal with high specialized terms but also with
semi-specialized ones. The text combines
terms from a wide range of domains, such as
constructions, architecture, physics,
maritime, aviation, etc. and we have had to
research on each term’s meaning in every
domain, to study dictionary entries,
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glossaries, parallel texts and even visual
dictionaries in order to render the precise
information in the target language, i.e.
Romanian.

In what concerns the terms used in
general language, we have had to operate
several selections according to the context.
For instance, the term “design”, a very
common neologism used in Romanian
language, can pose linguistic difficulties if it
appears within the same phrase. Bearing in
mind that a translation must comply with the
grammatical norms of the TL and that it
involves avoiding repetition, there were
instances in which we have used the term
“design” but also “proiectare”. For example,
the phrase “these will be influenced by the
turbine design and must be considered during
the design process” has been given the
following translation: ‘“acestea vor fi
influentate de catre designul turbinei si
trebuie luate in considerare 1n timpul
procesului de proiectare”.

In some instances, we have applied
modulation, as a translation technique,
changing the grammatical category. Thus,
“the impetus is also there to keep...” has
become “este necesar sd se mentind...”.
There has been a change at the semantic level
too since in dictionaries, the meaning of
“impetus” is a moving force, a stimulus, an
impulse. Another example where we applied
the principle of modulation is “the constraint
of minimizing cost of energy has far-reaching
implications”, translated as “a tine costul de
energie minim reprezintd o constrdngere cu
implicatii vaste”.

We have dealt with English terms, such as
“couple” and “torgue”, both translated in
Romanian with “cuplu” but designating
different concepts within the same field of
mechanics. According  to  technical
dictionaries, in mechanics, a couple is a
system of forces with a resultant moment.
The resultant moment of a couple is called
torgue. In physics, torgue is a moment of
force (momentul fortei, in Romanian).
Another example is “speed” and “velocity”,
both having the same meaning in general
language but not in physics, where “velocity”
is “speed” but with a direction vector
associated.

We have tried to comply with the norms
of technical translation and technical writing,
focusing on accuracy, on rendering precise



information and striving for the economy of
words because a technical translator has to
“account for every word, every figure, every
letter, every punctuation mark”™ [12].

6. Conclusion

This paper has attempted to raise
awareness of the difficulties a translator has
to operate with, regarding the technical field
generally, and mechanical engineering,
particularly. For this purpose we have
selected our corpus from an engineering
textbook “Wind Energy Explained: Theory,
Design and Application”, written by James
Manwell, Jon McGowan, both professors of
Mechanical Engineering at the University of
Massachusetts, and Anthony Rogers, a
former research engineer in Renewable
Energy.

The conclusion we have reached is that,
when translating a specialized text (such as
from the field of economics, law, medicine,
mechanical engineering etc.), the translator
should have a broad knowledge of the
subject-matter of the text translated.
Moreover, he/she should have a sense of
discrimination, be able to choose the most
suitable equivalent term from the literature of
the field or from dictionaries and the ability
to use target language with clarity,
consciousness and precision. The research we
have carried out has proved that each
translation is exceptional and should be
treated as a unique piece of linguistic art.
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The complexity and variety of lien and of
exception of a non-performance contract, is due
to the fact that they inherently apply, having a
natural vocation for the practical applicability.
We believe that, through their explicit regulation
under the New Romanian Civil Code, a new and
more systematic generalization was established
and, ultimately, a better use of these legal
mechanisms as well.
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1. Introduction

The exception of a non-performance contract
is defined by a single body of law; Art.1556 of
the New Civil Code, to be more specific,
whereas lien is subject to a more comprehensive
set of laws, contained by Art.2495-2499, which
address lien; they anticipate the cases of
impossibility of performance; it explicitly lists
the rights and obligations the holder has; the
possibility of removal of the lien and its
enforceability, none the less. More over, the lien
stipulates expressis verbis and for various cases
in which it applies: Art.1694, Art.1722,
Art.1154, Art. 937 of the Romanian New Civil
Code, which indicates the fact that Romanian
legislators  follows the regulation of this legal
mechanism more intently.
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2. The legal distinctions between the
exception of a non-performed contract
and the lien

Albeit there are similarities between the two
legal institutions, one must mention that the
distinctions between the exception of a non-
performed contract and the lien are obvious[1] :

1) The field of the lien not only applies to
contracts, but also to situations which are not
regulated by a contract, provided there is an
objective correlation between the asset and the
claim, while the asset claimed by the exception
of a non-performed contract does not have only
financially valuable, belonging to a wider filed,
due to the fact that it could consist in the
obligation of giving, performing or not
performing something.

In order for the lien to be granted by the court
of justice, besides the financial correlations, or
between the claim of the holder and the asset
itself (condition deemed to be essential in the
literature of the respective filed), the following
conditions must jointly be met[2]:

- The claim of the holder must be
certain, liquid and payable. In that respect, it was
decided that the mechanic who repaired the
vehicle cannot be entitled to this type of
guaranty, unless a mutual agreement has been
reached between said person and the client,
regarding the cost of the repairs done to the
car[3].

In case there is a lack of clear claims, the
jurisprudence does not allow the right of lien,
stipulates: ,.the unconventional request for the
acknoledgement of lien upon the building, for
the improvements made to it. The recurrent
defendant is not allowed to force the plaint if to
pay for the value of these improvements, which
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must be dismissed from the start. The recurrent
does not posses a certain claim in which regards
the building in question at the trial, because
there is no written document to prove the
existence of the claim or a court order to force
the defendant to pay its debt for the
improvements made to the building.” [4]

- The right to lien must be invoked
before the current and exclusive owner of the
asset, in the sense that the debtor of the sums to
be paid to the holder and the rightful owner, has
to be one and the same person.

In this regard, according to legal practice, the
owner of the asset cannot invoke the right of
lien: “In order for the request of lien to be
allowed, the holder must be, partly, holder of an
asset which he does not own, and, partly,
creditor of the rightful owner of the asset. The
request made by the owner is inadmissible.”[5]

- Fact which transforms the lien into a
tangible property, movable or
immovable.

According to the Case Law, incorporeal
movables are not to be retained (goodwills), no
rare assets of a strict personal use.[6]

- The respective asset has to be
retained by the holder.

In the Case Law, the Court of Appeal in lasi,
Civil Division, under verdict no. 683/2000
considered that ,lien is acknowledged for the
creditor whose certain, liquid and exigible debt
regards the restitution of a movable and
immovable asset, regardless of the value of the
debt andof the asset, by the time the debtor-
owner of the asset- has paid the sums spent for
the conservation, maintenance or improvement
of said asset.”’[7]

Contrary to that, the Court of Appeal in
Bucharest, 3rdDivision, verdict no.263/1983
provided the following: ,,the claim made by a
constructor is not guaranteed by the lien of the
construction, this is due to the fact that the right
to retain the asset until the debtor has fulfilled its
obligation is an exception to the common rule,
and, thus, to the strictest of interpretations.
Should the opposite theory be approved, the
constructor would be allowed to indemnify the
debt himself, via an exceptional and arbitrary
manner, without legal intervention.”[8]

2) Another distinction between the two
institutions lies in the fact that the right of lien is
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indivisible, meaning it covers the entire asset
until the full debt has been paid in full, and is
also opposable erga omnes. On the other hand
the exception of non-performance is either
divisible or indivisible (similarly to
performance, which is of two types from a
political point of view: divided and non-divided)
and only applies to the Contracting Parties,
according to the principle of the relativity of the
contract.

The holder of the lien has the right to retain
the asset erga omnes until the full payment of
the debt. As an imperfect lawful right, the lien
can be, therefore, opposed to both the debtor and
the persons who act as assignees with a
universal title thereof (unsecured creditors of the
debtor).Binding also operates for preferential
creditors and the mortgagees of the debtor,
however, following the retention of the asset by
the holder, as well as for the subsequent
subacquirer of theasset retained by the holder.

Moreover, the right to refuse the delivery of
the asset is considered to be indivisible
because the lien can apply to the entire asset
until the debt has been paid in full. The creditor
is allowed to retain the entire asset, until the
full payment, even if the debtor has paid
partially. In  the event there is more than one
debtor, the fact that a part of them has paid their
debt in full, does not stop the creditor from
refusing to deliver the entire asset, even if is
indivisible.

The indivisible character, which applies to
other real guarantees (pledge, special movable
privileges), in the case of the lien, it is justified
through its nature. Being a means of constrain
meant to determine the debtor to pay its debt in
full, the right of lien excludes the establishment
of a ratio between the guaranteed claim and the
retained asset. From this point of view, there is
an important difference compared to the
exceptio non adimpleti contractus, which cannot
be used unless the unfulfilled obligation is
sufficiently important.

The French Jurisprudence states that the right
of lien can be enforced upon the totality of the
assets retained, the low amount of the claim
being irrelevant. Moreover, this traced the limits
of lien; in order to prevent abuse of rights and
inequality.[9]



On the other hand, the right of lien is
opposable to erga omnes, respectively: the
owner of the asset, its unsecured creditors,
preferential creditors or mortgagees subsequent
to retention, tertiary purchasers of the asset,
whose ownership title is subsequent to
possession of the asset by the holder, as well as
by other tertiary personae, foreign to the legal
contract which originated it. Moreover, it is
opposable to the subacquiring owner, as stated
in legal practice.[10]

In what concerns the exception of non-
performance, it implies that the one who
enforces it is debtor of a payable obligation and
that he has no other reason for refusing to
execute their obligations than the refusal of the
other party to perform its correlative
obligation.[11]

All this considered, there is also an
inconvenience consisting in the possibility of the
abusive wuse of the exception of non-
performance, by the Party invoking it, whenever
it refuses to fulfil its obligations, or whenever it
opposes, in bad faith, this exception to the
contractual partner for even the minimum of
non-performance. In these situations it is
necessary to exercise judicial review in relation
to raising the exception, which results in
sanctioning the Party exercising this right
abusively.

Moreover, the exception of non-performance
implies, similarly to the rescission of the
contract, a certain seriousness of the generating
factor of the non-performance, attributable to the
other contractual partner, while the holder of the
lien can refuse the restitution of the asset,
regardless of the amount of the unpaid debt the
debtor owes.

3) The right of lien is exercised in  virtue of
the objective correlation between the asset and
the claim of the creditor, whereas, the exception

of a non-performed contract requires a
volitional, intelligential between  mutual
obligations, arising from the same legal

relationship; being founded upon the theory of
the cause (in the sense that, every mutual
obligation is the legal cause of the other,
according to the reciprocity and interdependency
of the obligations of the synallagmatic
contracts).[12]

231

“Ovidius” University Annals, Economic Sciences Series
Volume XV, Issue 1 /2015

In order to claim the right of lien, an essential
condition must be met; there must be a
correlation between the debt to be paid to the
holder of the asset and the retained asset, there
must therefore be a debitum cum re junctum
(objective or financial connexion). Thus,
exercising the right of lien is justifiable,
provided there is a constant and significant
connection between the claim and the retained
asset.

On the other hand, the exception of a non-
performed contract is the outcome of the
relationship of obligation. Therefore, two
obligations will have to be executed precisely, at
the same time, if the guarantee has not set a
deadline for the debtor for the performance of
the services, due to the fact that, at the moment
of the conclusion of the contract, each Party
desires to secure the commitment of the other
and, especially, achieving the correlative
obligation. To sum up, the notion of cause
suffers a transformation at the moment of the
execution of the contract. Therefore, if one of
the Parties does not accomplish its incumbent,
the obligation that the other has remains
causeless, which justifies the refusal to perform
it; reciprocity and interdependency  of
obligations, the fact that each of them is the
legal cause of the other, involves the
simultaneous execution thereof, thus, the
possibility to plead the right of the exception of
a  non-performed contract, in case it is not
fulfilled, since it represents the provisions of the
contract. In case a Party were to be forced to
fulfil its obligations before the other, this would
represent a breach of contract. Therefore, the
temporary suspension of performance of the
contract is precisely the approach needed to
obtain its fulfilment under the conditions
designed by the two parts upon signing.

Legal practice has decreed that “in a
synallagmatic contract, a party is forbidden to
make a request without offering to fulfil its own

obligation; otherwise its request would be
rejected through exceptio non adimpleti
contractus. The exception involves the

simultaneity of mutual  obligations, good faith
from the one invoking it and the adequacy of the
seriousness of its non-performance.”[13]
Therefore, the exception of non-performance is a
specific penalty of the fact that the Party,



pretending to fulfil its obligation, does not
choose to perform its duties under the contract
which it signed.

All this considered, the institution has proven
that the lien and the exception of non-
performance can coexist and not be mistaken for
one another in the contracts between the same
people.[14] The exception of non-performance
has a tendency to suspend the performance of
the contract drawn by the creditor, before
fulfilling his obligation. Therefore, the exception
of non-performance implies the existence of the
contract between the creditor and debtor,
whereas the lien has a different origin and can be
fulfilled outside of a contract between the Parts
involved.[15]

3. Conclusions

As follow-up to this analysis, we must
conclude that, in spite of the similarities between
these two  judicial institutions  (their
functionality, the fact that both of them represent
a guaranty of the fulfilment of their obligations),
they are in fact dissimilar and have their own
sets of rules of application, as a result of the
basic  distinctions, presented  previously.
Therefore, in what regards those synallagmatic
contracts, there is merely an apparent overlap
between these notions, giving rise to the
obligation of handing the asset in question over.
We have shown that the legal institution
assimilates the exception of a non-performed
contract for the effects it produces.
Similarly, though under a different form, the
main effect lien has consists in enabling the
guarantee, possessing the asset, to refuse its
restitution until the debt has been paid in full,
whereas, the main effect of the exception of a
non-performed contract is the suspension of the
performance of the services by the excipiens.
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