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The Incompatibility Triangle

Adrian Amarita
Department of International Business and Economics
University of Economic Studies Bucharest, Romdnia
amaritaadrian @yahoo.com

Abstract

Launch of the euro in the late 90s, can be interpreted as a first step towards the monetary
system outlined by Mundell. Economists have noted the incompatibility of fixed exchange regime,
perfect mobility of capital and the independence of monetary policy, the so-called triangle of
incompatibility, which was highlighted by Robert Mundell since 1968. Tommaso Padoa - Schioppa
continued his research on the harmonization and convergence required to economic policies in
“Financial Europe". The author shows that the triangle is the freedom of movement of capital, the
exchange rate stability and the autonomy of national monetary policies. The triangle of
incompatibility stems from the fact that they can be combined in their entirety, but only two. The
autonomy of monetary policy is the freedom of states to choose the appropriate monetary policy
and take appropriate measures in case of recessions.

Keywords: incompatibility triangle, optimum currency area, free movement of capital, exchange
rate stability, monetary policy autonomy
JEL Classification: E42, E44, E52, F38, F43.

Introduction

A short article published by Robert Mundell in 1961 on the subject of optimum currency areas,
will guide long debate over economic policy, namely the exchange regimes (Mundell, R., 1968).
The launch of the euro in the late 90s, can be interpreted as a first step towards the monetary
system Mundell outlined by more than half a century ago.

A state get a higher profit where there is a highly integrated economic area (Copeland, L., 2008,
p. 603-608).

The degree of economic integration may be assessed by reference to commodity markets,
specifically the expansion of trade between the integrated members and the market integration,
where labor and capital can migrate between the integrated members.

1.Brief history of trade relations of the EU Members

In January 1999, most Member States of the European Union exported between 10-20% of their
production to other members of the European Union.The export volume was much higher than that
of foreign trade relations between the European Union and the United States, but lower than the
exports of federal states that make up the United States of America.

When we relate trade to GDP as a factor of integration of commodity markets, we see that the
member states of the European Union's strategy is superior to the exchange rate dollar / euro.
However, the volume expansion of the trade between the member states did not provide assurance
that the EU is an optimum currency area. Thus, if for electronic products there has been found a
convergence of the prices of the member states of the European Union, for the cars there was a
significant difference. If in 1990 the prices were different, the changeover has not diminished since
1999 and has not shown differences in price convergence.
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The evolution of the volume of trade between EU countries has been fluctuating since 1980, but
had a sharp rise later EMU, which shows that it has significantly increased the trade relations
between the member states.

2.Interregional trade between the federal states of the US and the trade of the EU member
States

The interregional trade in the United States is more developed than that of EU member states,
but we have to consider the evolution of the latter in the future years, as the integration process
continues.

Experts have estimated that through the launch of the euro, the volume of trade between EU
countries will increase three times more than that of the member states. Subsequently, the forecasts
became more pessimistic in the sense that it has been contemplated that this growth will be 9%,
taking into account the effects that the euro has produced in the first year of release. Meanwhile, in
Britain, Denmark and Sweden, countries that have not joined the eurozone, the volume of trade
with the euro area increased by 7%. Given the evolution of prices and tradte volumes, it was found
that at the moment the euro does not contribute substantially to the amount of the trade in the euro
area.

Labour mobility in Europe has not been extended, differences in language and culture
discouraged mobility between European countries at a real expansion compared with that of the
federal states of the USA. In this regard, Professor Barry Eichengreen of the University of
California - Berkeley found that differences between immobility rates are lower and less
pronounced in the United States than immobility rates between EU states. In European countries,
the rate of immobility of labor is lower because of government policies as well. One example is
that the demand for labor in certain states can not be adequately covered because potential
employees experience difficulties of distance between their residence and the potential
employment, and also because of the lack of funds which could allow them to travel and be hired
in other states. Labor mobility rate was 1.7% in the UK, 1.1% in Germany and 0.5% in Italy,
compared with the United States, it was 3.1% (Huber, P., 2004, p. 619-624).

3.The first effects of the emergence of the euro

The first decade of the euro was characterized by different economic performances of the
member states of the European Union. The European Central Bank's monetary policy has failed to
reduce the disparities between states. A negative effect was the divergence of inflation rates which
had two consequences. The first was intrinsically linked to the euro and long-term policies in
exchange rates, high inflation in Ireland and Southern Europe (Portugal, Italy, Spain and Greece).
To reach the level of Germany, economic growth and lower inflation had to be stimulated. The
second consequence was that the real exchange rate of these countries must remain fixed at 1, due
to the current exchange rate. Greece's deficit was 14.6%, Spain's deficit was 1%, in contrast to
Germany, which managed to reduce material costs.

The euro area deficit was due mainly to the fact that the countries of the south of the continent
are poorer than the north - eastern Europe, which have made rapid progress in raising living
standards. Ballasa - Samuelson theory suggests that only by increasing labor productivity the gaps
between the member states of the European Union may decrease.

A key element is to minimize disruptions through economies similar in structure, especially the
types of goods produced. Eurozone members don't have a similar products' structure, as the sheer
volume of foreign trade in Europe highlights. There are still large differences between the member
states, the countries of northern Europe with more capital and better quality goods than in southern
continent and the goods of the north have a sales volume superior to the other. It can not be
determined yet if a single European market contributes to reducing disparities between countries in
this regard or will lead to a regional specialization.

An important aspect is fiscal federalism. The euro area must be evaluated and based on the
ability to transfer economic resources from members with healthy economy to those who suffer in
terms of economic indicators. In the United States, countries with a lower economic level receive
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aid from Washington to increase federal return and transfer of monetary resources, with the
resources fees paid by other states. This fiscal federalism can ensure economic stability through
fixed exchange rates. The European Union the limited power of fees does not allow a fiscal
federalism more than to a small extent.

4.0ptimum currency area

Optimal currency area (O.C.A.), according to the balance, can be appreciated that shows a small
increase compared to previous economic development of the European Union. However, the
financial markets mentioned above have become more integrated as a result of the euro in the EU
trade. While the capital movements have increased, labor movements are not significant and by
their migration malfunction may occur. Because the revenues from labor constitutes about 2/3 of
the European Union P.I.LB and the effects of unemployment are severe, the lack of labor mobility
can produce negative effects for the member states.

Monetary union due to conflicting economic performance suggests that euro zone countries may
be subject to asymmetric shocks. Combining rapid movement of the capital with the slow
movement of labor, can generate higher production costs and causes shocks without changing
exchange rates. A notable example of this is the Netherlands, given that only a small number of
skilled workers migrate. Considering that labor is almost immobile in Europe, the success of EU
liberalization of capital movements could worsen the economic stability, with negative
consequences for the monetary union. A significant example is "the theory of the second best",
involving liberalization of markets, "the capital market", which reduces the efficiency of the
European Union if other market economies, "the labor market", continues to operate under normal
parameters.

Mundell's article proposes a method for defining optimal monetary borders. Thus, two countries
have an interest to join the coins if simply, earnings or benefits outweigh the costs. The loss of
monetary instrument is considered more costly if the country supports many specific shocks and
does not have alternative means of adjustment. Mundell focuses on the mobility of factors, mainly
that of labor; They were subsequently added to the price and wage flexibility, the existence of a
federal budget and capital mobility.

If we look only in terms of costs, the conclusion is that "money is a comfort that constrains to an
optimal number of currencies".

Monetary unification eliminates transaction costs, representing an arbitrage between losses
arising from the retirement of a stabilization instrument and the gains resulting from the decrease of
the transaction costs. A greater degree of integration reduces losses since, based on specialization,
increases the symmetry of shocks born by countries that make up the union and the trade between
the participants will become more intense (Krugman, P., 1993).

5.The European monetary unification

Since the 70s, Mundell has incessantly ruled in favor of the unification of European monetary ,
to the point that today is rightly considered "the spiritual father of the euro".

However, the opponents of the single currency have prepared very critical arguments based on
his article of 1961. The provisional refusal of the British government led by Gordon Brown, dated
9 June 2003 examination was based on five criteria, mostly inspired by the theory of optimum
currency areas.

The five criteria put forward by the British government refer to:

- the convergence of the British economy - the economic cycle should be close to that of the euro
area;

- the flexibility of factors;

- the impact on the investments in the United Kingdom;

- the impact on the growth and employment levels of the workforce;

- the impact on the City financial center.
The first three criteria are directly inspired by the theory of optimum currency areas.
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Instead, as we have shown, the five Maastricht criteria used by the Union to accept new
members, make no reference to this theory. They refer to public finances (deficit and debt),
inflation rates, interest rates and long-term participation in S.M.E.-bis without realignment, for at
least two years. The provisional refusal arguments put forward by Prime Ministers Tony Blair and
Gordon Brown do not refer to any of these criteria.

Studies on the application of the O.C.A. theory proved to be more compelling from the point of
view of cost, than from the point of view of advantages. Analyses carried out in the academia
(Bayoumi, Eichengreen, Blanchard et al) conclude that the loss of monetary instrument could be
costly for Europeans, except around the core countries around Germany, which present the same
degree of symmetry shocks as of the Americas region. Other studies emphasize the role of reduced
mobility of labor in Europe in response to asymmetric shocks, unlike the considerable role held by
the labor mobility in the United States (Blanchard, Katz, Einchengreen, Obstfeld et al). Later on
other devoted supporters joined: Romano Prodi, Tommaso Padoa - Schioppa, Mario Draghi, etc.

Concerning the impact on trade, the first studies were little convincing. Since 2000, Andrew
Rose has published estimates showing that the euro could increase three times the volume of the
intra-zone trade.

Applying the O.C.A. theory proved to be more convincing in terms of costs than in terms of
advantages, since it is difficult to quantify the benefits, usually of microeconomic nature, which are
generally diffused; instead, the costs can be detected using macro econometric techniques. This
situation continues to represent a handicap for euro supporters who at 50 years of Mundell's article,
not yet been able to estimate the benefits more accurately. However, Ronald Mc Kinon (2000),
talking about the "paradox of Mundell" and his pro - euro belief and his article in 1961, which
served the full interests of anti-euro side, remembers that Mundell published two lesser-known
articles in the '70s.These two articles focus on two major advantages of the single currency.

The impact of asymmetric shocks is mitigated by diversifying their portfolios, diversification
facilitated on the integrated financial market and the single currency will end speculative attacks,
which prevent the application of medium- and long-term policies. The argument "speculation"
plays an important role in Mundell's conviction in favor of the euro. In his dialogue with Friedman,
Mundell states that "as soon as the area coins were handcuffed by the euro, even before the release
notes and metal parts, speculative capital movements belong to the past now.Thus, the uncertainties
on the exchange rate and destabilizing movements have been put to an end".

6.The incompatibility triangle

The literature option on the trade regime has been treated separately from speculative attacks

(Crispedia.ro.). Since the 90s economists have noted the incompatibility of fixed exchange
regime, perfect mobility of capital and the independence of monetary policy, the so-called triangle
of incompatibility, which was highlighted by Mundell since 1968.

Tommaso Padoa - Schioppa continued Robert Mundell's research regarding the "triangle of
incompatibility” theorem in the chapter “The harmonization and convergence required to the
economic policies in Financial Europe”. The author shows that the triangle means the freedom of
movement of capital, the exchange rate stability and the autonomy of national monetary policies.
Triangle incompatibility stems from the fact that they can be combined in their entirety, but only
two. Thus, the freedom of the movement of capital requires giving up the national monetary policy
autonomy , when it envisages stabilizing the exchange rate. The ideal situation were if the three
elements that make up the triangle of incompatibility would combine, but it is impossible, given the
previous facts presented by Tommaso Padoa - Schioppa.

The incompatibility of those three elements has been the subject of other notorious economists'
study (Eiteman D., Stonehill A., Moffett M., 2011, p. 69-70).

According to the authors, the exchange rate stability is assessed based on the exchange rates of
other currencies of reference. Investors should be reassured of the exchange rate stability both now
and in the near future.

As regards the freedom of the movement of capital, it consists in accepting free monetary float,
so that investors can exchange currencies depending on their interests under the terms agreed by
them.
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The autonomy of monetary policy is the freedom of states to choose appropriate monetary
policy and take appropriate measures when recessions.

This triangle is incompatible because states must give up one of the objectives described:
monetary independence, exchange rate stability and freedom of movement of capital because the
three objectives can not be met simultaneously.

A country with autonomy of monetary policy can have freedom of movement of capital to
foreign capital markets, but can not have a stable exchange rate, as the United States of America.
As regarding Malaysia, the exchange rate is stable,the monetary policy is autonomous, but the
freedom of the movement of capital is not possible.

Specialists appreciate the decisive role of capital mobility, and the consequence is the option of
many countries for freedom of movement of capital.

States must study world economic developments and establish the goal that they would give up
by choosing the optimal strategy according to economic conditions.

In recent years, the increases and disorders of the capital markets have led many states to
investigate the freedom of movement of capital, given the fact that the mobility of capital is
decisive in relation to the autonomy of monetary policy.

USA opted for pure floating, while the European Union has chosen monetary union.

After 2000, the publications which have referred to the choice of exchange regime took into
account the costs of courses instability, if pure floating regime. Since the 60s when experience was
limited pushups and monetary unification projects were at the beginning, works of Mundell have
allowed an optimum and viable monetary system, structured on a small number of floating
currencies, each covering a relatively large area in which labor and capital are mobile. Creation of
the euro was the initial step in this direction.

Currently no one can say with certainty whether geographical areas such as South-East Asia,
South America and North America will know one day the same process of monetary unification,
because for the international monetary system time is measured more in decades than over the
years.

Conclusion

Given that the three objectives of the "triangle of incompatibility" can not be fulfilled
simultaneously, governments of the countries of the world must take into account the economic and
social conditions of those countries, so as to establish the most appropriate economic strategy,
taking into account that objectives covered in this study can not be compatible than two.

In this context, Romania, as an EU member, has its economic strategy based on consistency
between the exchange rate stability and the monetary policy autonomy. It must be underlined that
according to the changing conjuncture of capital markets, governments of the members adapt
business strategy to the new circumstances, given the complexity of international trade that the
world's countries are involved into and the legislation governing trade relations, taking into account
the continuous changing conditions in which they operate.
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Abstract

The international macro-environment (supranational macro-environment) brings together all
the uncontrollable factors with a global impact, and it is related to the organization’s indirect
relationships on international markets. Romania’s globalization and the EU integration increased
the importance of the macro-environment for all organizations, regardless of their degree of
internationalization. In marketing, we must master the main agreements between countries and the
regulations emanating from general international bodies, reflecting on their business, on different
foreign markets. Knowledge of the international environment is possible only through an analysis
of its components (Anastase, 1., 2012, p.41).
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1. Introduction

International organizations are organizational forms related to the achievement, within an
institutional framework, of the international cooperation in various fields: political, legal,
economic, administrative, scientific, cultural etc. These organizations are established under the
mutual agreement of parties and include: governmental parties, whose members are sovereign
states (United Nations Organization and its specialized agencies); NGOs, whose members are
economic organizations or individuals; mixed bodies, including both states and organizations or
individuals; regional bodies, focusing on the economic relations from a specific area (Anastase, 1.,
2012, p.41).

2. The international environment of an organization

In this section, we will briefly present the most representative international organizations.

A. The United Nations, established in 1945, is the most comprehensive international
organization, which has a large number of specialized committees and maintains direct connections
with a number of independent international bodies, relevant to the international marketing
approach. The most significant specialized bodies are in direct connection with the UN. These are:
the International Monetary Fund, the World Bank.

B. The International Monetary Fund is an international organization for cooperation in the
currency and financial fields; it is part of the system of the UN specialized bodies. It was created by
the agreements of the United Nations Monetary and Financial Conference, held in Bretton Woods,
in July 1944, and it began operating on 31 December 1945. Its purpose is to supervise the
application of the international monetary system and to grant credits in order to balance temporary
deficits in the balance of payments. Each Member State may receive a credit of up to 125% of its
interest in the fund.The IMF facilitates the balanced development of international trade and
supports the reforms in developing countries, under "stand - by" agreements, granting the right to
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use its resources outside the reserve tranche, under certain conditions (promoting monetary, foreign
exchange and macro-stabilization policies that remove the malfunctions underlying the demand for
the use of IMF resources). The IMF, based in Washington, D.C., has 183 member countries (2000)
and it provides short-term liquidity. Romania became a member of this body on 15 December
1972.

C. The International Bank for Reconstruction and Development (IBRD), established under
the Bretton Woods Agreements (1944), supports national sectoral policies by providing or
guaranteeing loans to finance reconstruction and development projects. Together with the
International Organization for Development (IOD) and the International Finance Corporation
(IFC), it forms the World Bank Group. Since the IBRD is the most representative institution of the
World Bank Group, it is often called the World Bank (WB). The WB grants long-term loans for
economic development. The IBRD, based in Washington, D.C., has 182 members (2000). Romania
joined it in 1972.

D. The WTO (World Trade Organization) resulted from the conversion in a worldwide
multilateral trade forum, in 1994, following the Uruguay Round of the General Agreement on
Tariffs and Trade (GATT). The WTO is an independent international organization outside the UN
system, which is connected to it and to other international institutions. The WTO seeks to
implement measures in order to liberalize the international trade in goods, services and industrial
and intellectual property rights; it also deals with the conduct of a new round of negotiations for
multilateral arrangements on trade and with trade issues related to investment flows. Another
concern is related to the implementation of the members’ commitments and management of dispute
settlement mechanisms and trade policy review. It appears that the WTO has an action area much
wider than the GATT. In 2001, the WTO had 142 members, which held 90% of the world trade
(Crouse, Ch., 1993, p.35). Romania became party to the GATT and the WTO in 1971, and it
participates in all the actions initiated under the aegis of this international economic body for the
liberalization of global trade.

E. The United Nations Conference on Trade and Development (UNCTAD) is an
international economic organization established on 30 December 1964 by the UN General
Assembly, following the principles set out in the United Nations Conference on Trade and
Development (March-June 1964). The main objectives of the UNCTAD are (Kotler, Ph. Dubois, B,
1992, p.92):

1. Facilitating the expansion of international trade, particularly the trade changes of developing
countries, in order to accelerate their overall economic growth;

2. Drafting principles and recommendations for the development of trade between all countries;

3. Ensuring the coordination of the activities of other institutions within the United Nations
system of international trade and economic development;

4. Taking, together with other competent bodies of the United Nations Organization, appropriate
measures for the negotiation, adoption and operation of multilateral legal instruments, in the field
of trade, between states;

5. Harmonizing the policies of governments and regional groupings in foreign trade and
economic development (Anastase, 1., 2012, p.42).

The UNCTAD has a greater influence over the company than the WTO. Its members (191
countries) are all UN Member States or one of its specialized agencies.

F. The Organization for Economic Cooperation and Development (OCDE) represents a
group of states, the most important in economic terms, established on 09.30.1961, in the former
European Economic Cooperation Organizations.

OCDE is an autonomous international organization, aiming at:

- achieving a great economic expansion, a high level of workforce employment and
increasing the quality of life in the member states, under a stable financial situation;

- achieving a healthy economic development in member and non-member countries;

- enhancing world trade on a multilateral and non-discriminatory basis, in accordance with
international obligations;

- shaping the opinion of member countries, on the market of other world countries;

- preparing the meetings of the "Group of 7" (the most developed countries of the world).

G. The United Nations Food and Agriculture Organization (FAO) is a specialized part of the
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United Nations system, established in October 1945, with headquarters in Rome (Italy).

The main FAO objectives are:

- increasing nutrition and improving the living conditions of the populations of Member
States;

- improving the production and distribution of food and agricultural products;

- supporting rural populations, in order to improve the food level.

Achieving these goals is possible through the technical and financial assistance granted by FAO
to its members.

H. The International Organization for Standardization (ISO) aims at developing
international uniform standards for products/services. In this regard, a reference point in
international standardization efforts is the adoption by the UE of ISO 9000 standards.

The objectives of international standardization are:

- favoring the achievement of products of adequate quality in terms of acceptable prices;

- providing a framework for the protection of life, health and environment, diminishing the
products with negative ecological, sanitary and genetic impact;

- increasing the compatibility and interchangeability of products/services;

- simplifying products in order to use them better;

- ensuring the optimum range of sizes, thereby reducing costs;

- increasing efficiency and facilitating the distribution of maintenance activities in using
products (Anastase, .I, 2012, p.43).

Within the international standardization process, in addition to the ISO, there are also the
International Electrotechnical Commission (IEC) and the International Telecommunication Union
ATU).

From the perspective of those presented above, the marketer considers that the knowledge of the
international organizational environment is important for the following reasons:

The IM specialist must consider the image of the country (countries) which constitute the target
market(s) — from the perspective of international organizations:

- itis accepted in international bodies;
- itis not accepted; why?

The WTO provides information on reducing import duties on industrial goods and agricultural
products, export liberalization for some products, rules of conduct in international trade,
particularly those relating to unfair competition practices;

- the marketer will determine whether the WTO regulations and recommendations refer to
the range of products that it manages, hindering or favoring their entrance on a foreign market;

- the IM specialist has to be acquainted with the UNCTAD resolutions, if the business that
he/she carries out is subject thereto;

- the ISO provides the information that the marketer needs in order to standardize the
networking level with the national and international company.

3. The International Business Environment

In the structure of the international business environment, we meet two basic components:
- e International trade;
- e Trade policies.

A. The International Trade (IT) is a constant of the relationships between nations, referring to
the trade in goods and services on the international market. It had an upward trend, especially in the
postwar period, when it experienced significant quantitative and qualitative transformations. Thus,
the growth of international trade has outpaced the increase in the GNP, the GDP and in world
production.

The international trade has a powerful dynamic and versatile nature. The main changes that
occurred in the international trade, in recent years, are (Kotler, Ph.1997, p. 203):

- internationalization of the world economy, reflected in the rapid growth of international
trade and investment;

- gradual loss of the US dominance and competitiveness on world markets, while increasing
the economic strength of Japan and of various countries from the Far East;
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- increase in the economic power of determined regional blocks and, in particular, of the
European Union;

- increase in the influence of the global brands of cars, food, electrical products and other
categories of goods;

- setting entry barriers to protect domestic markets against foreign competition;

- gradual opening of new important markets, like Eastern Europe, China, Arab countries;

- suffering caused by serious problems due to the external debt of various countries (Mexico,
Brazil), while increasing the fragility of the international financial system;

- increase in the trade exchange share of international operations;

- increase in the privatization trend of public enterprises, in order to make them more
effective;

- growing tendency of forming alliances between major companies from different countries
(General Motors and Toyota, G.T.E. and Fujitsu);

- strong acceleration of international transport, communications and financial transactions
(Anastase, 2012, p.44).

These IT changes generated international marketing development and provided a fertile field for
its specific implementation techniques.

B. The trade policy refers to a set of rules (with legal, administrative, fiscal, banking etc.
nature) and tools, mechanisms, institutions adapted/created in order to restrain or promote the trade
with other countries and to redefine trade balances.

Protectionism seeks to protect the economy from foreign competition and reduce losses from
trading activities. The causes of protectionism are multiple and can be grouped as follows (Cateora,
Ph., Graham, J.L..1999, p.68):

- protect the internal market;

- protect young branches;

- necessity of keeping money in the country;

- encourage capital accumulation;

- maintain the living standard and the real wages;

- conservation of natural resources;

- industrialization in low-income countries;

- maintaining employment and reducing unemployment;

- national defense;

- increasing the size of business;

- retaliation and advantageous transactions.

It appears that the basis for explaining protectionism is represented by economic (protection of
young branches, industrialization of developing countries) and non-economic causes (employment
protection), but also by non-arguments (exploiting comparative advantages, sanctioning the
economic actors' behavior in other countries). In terms of sustainable development, the
conservation of natural resources becomes critical.

Protectionist policies use customs policy instruments (tariffs, customs laws, customs codes,
customs regulations) and non-tariff barriers (import quotas, export licenses, voluntary export
restrictions, monetary barriers etc.). Protectionism diminishes the benefits of international trade.
Therefore, the GATT/WTO regulations highlight the abolition of protectionist causes, in order to
increase the overall share of international trade liberalism.

Liberalism aims at a restrictive international trade without barriers; it also aims at promoting
intense exports and stimulating them. This is possible because, due to technical progress, the
barriers of communication and transport disappeared. The promotional measures aim at informing
and influencing real active external clients, in order to purchase certain products. These measures
include (Crouse, Ch.1993, p. 98):

- improving the general climate, where business transactions are conducted, by negotiating
and concluding trade and payments, economic cooperation agreements or other intergovernmental
arrangements;

- supporting actors to participate in international fairs and exhibitions;

- modernizing and optimizing the commercial representation abroad;

- providing services in the field of advertising and public relations.

10
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The export incentive measures aimed at increasing the competitiveness of exported goods and
also at increasing the incentives for both producers and intermediaries. This category of measures
includes (Crouse, Ch.1993, p.54):

budgetary measures (direct export subsidies, direct export premiums and various forms of
indirect subsidy);
tax measures (exemption, reduction or deferral of taxes on foreign transactions, conditional
exemption from customs duty or refund of customs duties levied on imports under specified
conditions);
financial and banking measures (supplier credits, buyer credits, lines of credit, export credit
guarantees or insurance);
measures relating to foreign exchange (forex or support bonuses for currency depreciation
at a rate higher than the depreciation of the purchasing power of the domestic currency).

The policy of economic liberalism is supported substantially by international economic
integration. The marketer must be acquainted with the dynamism and change in international trade
and with the trade policies pursued by the countries that will constitute target markets.

4. The international integration media

Economic integration is a feature of the contemporary world market. Depending on the degree
of economic integration, there are distinguished five forms of international integration:

FTA;
customs union;
common market;
economic and monetary union;
political union (see, for example Table 1)
Table 1. Forms of economic integration

Characteristics
Free Common
Integration Abolition Common | movement market. Examples
form of Internal Harmonizati Political xamp
customs of . .
customs . . on of integration
. duties production .
duties economic
factors . .
policies
- Central European Free Trade
Agreement (CEFTA)
- North American Free Trade
FTA Yes - - - - Association (NAFTA)
- Association of South East
Asian Free Trade Agreement
(ASEAN)
- European Free Trade
Customs Association (EFTA)
. Yes Yes - - - . .
union - Economic Community of
Central African States (ECCAS)
Common - South American Common
market Yes Yes Yes - - Market (MERCOSUR)
- Arab Common Market
Economic
and Yes Yes Yes Yes - - European Union (EU)
monetary
union
.. - perspective and purpose of
POh.t ical Yes Yes Yes Yes Yes international economic
union . .
1ntegration

Source: Forms of economic integration; source: CEFTA
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The integration environment, briefly presented above, offers opportunities for developing
international marketing. Thus, the integration structures allow companies the access to much larger
markets (mass markets), with reduced or excluded tariffs. Thus, international organizations are able
to achieve scale economies not only in manufacturing but also in distribution and promotion. There
is an increase in the efficiency of the international marketing approach. In addition, the integration
environment generates intense international competition; economic organizations become stronger
and more experienced in negotiating with large groups of countries. It intensifies the mergers
between companies from the EU countries and from other non-member countries, in production,
distribution, banking (Chee, H., Harris, R.1998, p.103). These mergers allow a competitive balance
in relation to Japanese and North American companies and banks.

5. The International Legal Environment

The equation of the international legal environment includes three variables: international laws;
regional laws; domestic laws for each market organization. The international and regional laws take
the form of a collection of treaties (GATT - the most comprehensive global treaty), agreements
(CEFTA) and conventions (Convention for the Protection of Intellectual Property) among nations.
These legal instruments have more or less the force of laws, because there is no comprehensive
international legal system. The World Trade Organization (WTO), presented above, is the broadest
legal institutional framework for the development of world trade.

6. The international political environment

The multilateral agreements between the governments of different countries may have a positive
or negative impact on business and international marketing. The international political factor must
be assessed taking into account three categories of relations (Chee, H., Harris, R.1998, p.78):

- The business relationships with the country of origin;
- The host country's relationships with other nations;
- The relationships concerning a country's participation in international organizations.

7. Conclusion

In conclusion, the analysis of market globalization triggers two aspects of the supranational
macro-environment (Munteanu, V. A., Rotariu, D.2006, p 130): forces that generate global
standardization and local forces militating for the adaptation to local circumstances. In addition, we
mention that the macro-environment includes the entire world or the regional factors influencing
the market, often beyond the economic space, overlapping the political one or going in the
technological sphere. This environment provides more homogeneous support structures, forming
national market environments (Crouse, Ch.1993, p.123].

* GATT was established in 1947 (23 signatory states) and pursued the indiscriminate
liberalization and promotion of international trade, particularly in material goods. Liberalization
was achieved through regular trade rounds or negotiations. It contributed to the reduction of trade
tariffs (in 1947, there were 40%; in 1990, they decreased to 5% (Dictionar explicativ de marketing,
2003), reducing qualitative barriers and discouraging government subsidies.
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Abstract

Due to the existence of a strong corporate globalization, intercultural management has gained
increasing interest in recent decades. Communication between people of different cultures requires
not only words, but also the transmission of norms and values, which are not always understood by
the dialogue partner. Managers should be alert not only to the language, but also to the different
attitudes, behavior related to different cultures and traditions.

Effective handling of the cross-cultural interface is a critical source of a firm’s competitive
advantage. Managers need to develop not only empathy and tolerance toward cultural differences,
but also acquire a sufficient degree of factual knowledge about the beliefs and values of foreign
counterparts.

In this paper we will highlight the main components of the culture (especially religion), that
influence the intercultural management.

Key words: management, culture, religion
J.E.L. classification: M 14

1. Introduction

Intercultural management can be described as a combination of knowledge, insights and skills
that are necessary for the right approach of national or regional cultures and of differences between
cultures, at different levels of management. It is an integral part of international management.

The purpose of this paper is to understand the role of intercultural management: to facilitate a
successful solution of problems by providing the most appropriate managerial approaches
necessary for effective international action, taking into account the cultural specificities.

Cross-cultural management encompasses studies from a variety of research literatures, including
comparative management, cross-cultural management, international management and cross-cultural
psychology of organizational behaviour. The functionalist group of studies are the most prolific in
cross-cultural management. In the functionalist approach, culture is seen as offering answers to the
basic needs that human beings have to fulfil and this is the foundation for what are known as
cultural dimensions. The functionalist approach influenced seminal contributions by Hofstede
(1996) and by Schwartz (1994), the works by Maznevski et al.(2002), as well as by the GLOBE
(Global Leadership and Organizational Behavior Effectiveness) research project (House et al.,
2004).

The importance of this topic is underlined by the interest shown by the European Union, by
declaring 2008 as the "European Year of Intercultural Dialogue" (ECOTEC, 2009). The aim of this
initiative was to promote dialogue between cultures, supporting European citizens in addressing a
cultural environment more complex. This initiative aimed to promote, especially among young
people, the importance of developing active European citizenship, which respects cultural diversity
and common values.

2. Definition of Culture

The term "culture" comes from the Latin ,,culture”, a derivative of colere: to grow. Above its
literal agricultural meaning, ancient authors (like Cicero) also used the word metaphorically -

14
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"Cultivation of mind". In the Middle Ages, in the context of the emphasis on religious experience
rather than on human development, this meaning of the word has disappeared, more or less, only to
return during the Renaissance. Then, metaphorical meaning was gradually replaced by agriculture
meaning, as the dominant understanding of culture. Now, there are more than 200 different
definitions for the term "culture". Iceberg model may help to better understand this term.

Image 1: Iceberg model of the culture
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As can be seen in the image above, it has a visible part of an iceberg - culture has areas that we
can see (music, clothing, dance, language, architecture, food, gestures, behavior, art, etc.); and an
invisible part - including: religion, attitudes to life, in family behavior, motivations, tolerance to
change, attitude to rules imposed, styles of communication, thinking, risk-taking.

For Lisa Hoecklin, culture is a system of great significance. Culture informs us on what
constitutes the primary focus of individuals and shows us how the world is perceived. The author
adds that, within a culture, there are common ways of understanding the events and behaviors, and
ways that allow predicting how people will behave belonging to their group. For the author, it is a
learning culture deriving from the social system and no from configuration or from genetic code.
Therefore, culture is a collective phenomenon, sharing values and meanings (Hoecklin, L., 1995).

Geert Hofstede defines culture as a collective programming of the "mind", that allows
distinguishing between a group or a class of people. Category of persons is implicit here as a
nation. It is not directly accessible by observation, but is perceived through verbal and non-verbal
expressions (Hofstede, G., 1996).

Culture relates to the fundamental belief of what a person should be and how it should interact
with those who belong to his group or with the strangers. Education and professional experience
allow transition to another phase of programming. Cultural programming of the individual will
vary depending on the different phases, which are simultaneously influenced by the values and
practices.

3. The components of culture

Religion

Religion is often at the root of a strong sense of belonging cultural, historical and ethnic (see
"The great Arab nation", China Confucius, Japan with its mixture of Shintoism and Buddhism
specific). The persistence of religious issues and conflicts, that it generates, are rooted in the past
and they nourish strong prejudices, even in companies considered to be advanced.
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Image 2: Religions of the World
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Culture is derived from the social environment. People are not born with a shared set of values
and attitudes. Children gradually acquire specific ways of thinking and behaving, as they are raised
in a society. For example, in the United States, children usually acquire values of individualism and
Christianity. But in China, children learn to depend on family members and acquire values based
on Confucianism. Culture is passed from generation to generation—from parents, teachers,
mentors, peers, and leaders (Cavusgil , S.T., 2007).

It is important to note that the perception of human differs from one culture to another. Thus, for
christians, from Genesis Bible to naturalism of Rousseau, the man is a person in itself, irrespective
of social context in which he lives: worldview is founded on the existence of man, that pre-exist to
the quality of his social being, and the agreement between these individuals creates social ties.

Contrariwise, many cultures called oriental (Asian, Arabic) consider that the individual is
defined based on what context is specific: it is part of a whole, and without the existence of the
whole, the individual does not exist. Social bond is the foundation of the agreement between the
individual and the cosmos and, without this link, there would be nothing.

For the Intercultural Management, differences between religions are not interested in dogmatic
sense, theological. But there are important differences induced by religious groups adhering to
different religions, which bring the differences in attitudes, behaviors, or as a stand against the
action. This is the reason why they have already identified cultural criteria of differentiation,
relative to religion as a factor of cultural specificity. These criteria aim to mark the differences,
considering the impact on economic activity, because, for the enterprise operating in different
cultural areas, is important to know and to exploit them.

Family

Family plays an important role in what makes up a complete picture of the concept of culture,
causing differences in approach of various aspects of economic and social life of a society or
community.

For example, Scandinavian and Germanic systems presents family structure comparable to
those found in Asia, especially in Japan and Korea. Unlike countries with a structure called the
nuclear family, in which one can distinguish between individualistic and egalitarian behaviors
members (as found in France, England, USA), their family system is sometimes authoritarian and
inegalitarian. The reason of this situation is rooted in the structure of land ownership and
agricultural productivity.

This authoritarian character stresses, from family - to the nation, the dependence on authority
and compliance behaviors, passing through all forms of social organization. Inegalitarian character,
due to the primacy given to the elderly, determines the group to accept inequality and hierarchy.
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Extended family, which can be confused in some situations with a clan set up based on ethnicity, is
the dominant value in many regions. It requires a strong solidarity, which could be detrimental in
certain situations for entrepreneurship. But it can also to turn into a factor of stability, if taken into
account the ability.

The history of a nation

Many civilizations are much older than the European civilizations; the feeling of superiority of
Westerners (europeans and north americans) does not date back only two or three centuries. This
superiority may not be well regarded by the inhabitants of civilizations much older. For many oh
them, the Westerners are promoters of dangerous imperialist war and are the descendants of the
Crusaders.

Thus, one of the oldest empire was China, with a continuous history of nearly 4,000 years.
Another ancient empires were : Sumerian; Babylonian; Assyrian; Egyptian; Persian; Greek;
Romanian; Turkish; Aztec; Maya; Maurya, etc.
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Power relations within a community

The feeling that the established order in a society is determined by the will of God is widespread
in many countries: inequalities are therefore natural and they can be organized (see example castes
in India) and, accordingly, discipline can and is accepted as the rule of the game. In the West, the
chief imposes his authority and and give strength and value to his views. In Japan and in most cases
all over Asia, head rarely expressed verbally: he imposes his authority through its ability to express
the views of the global group, whose leader is.

4. Conclusion

In the future, the number of business meetings with participants from different cultures will
increase. Therefore, managers will need to be flexible and open, so that they can transit from one
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cultural context to another one. The old ways of communication, negotiation, leadership and doing

business are increasingly less effective.

Multi-cultural workforce is becoming the norm. To achieve organizational goals and avoid
potential risks, the managers should be culturally sensitive and promote creativity and motivation
through flexible leadership.
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Abstract

Culture is the most valuable asset of human society and an advanced and civilized society has a
vast and varied culture. Culture includes various and different values and abstract and/or material
entities, preserved with great care and transmitted from generation to generation. Nevertheless,
whatever the historical period and the geographical area, culture should be in complete harmony
and consistency with human rights and freedoms. It is outrageous to promote culture-based
manifestations, inconsistent with human rights. It is inhumane to allow the practice under the so-
called protection of traditions and rituals of barbaric, cruel, ruthless practices, devoid of any
human foundation. Religion, as a part of culture, should not allow the practice of infamous habits,
which humiliate and degrade the human being, causing intentional pain and physical suffering,
extremely difficult to bear by the human being. From this perspective, culture, tradition or custom
are undoubtedly a real criminogenic factor.

Key words: culture, traditions, human rights, criminological factors, religion
J.E.L. classification: K3

1. Introduction

Trying to define the concept of culture is extremely bold. In the literature, anthropology
respectively, there were given many definitions thereof, each complementing the other. Thus, in
time, this definition became extremely complex and comprehensive, satisfying the most exacting
demands in the matter. However, the most pertinent and eloquent among all seemed the one given
by the Explanatory Dictionary of the Romanian Language, in 2009, according to which, culture
means “all the material and spiritual values created by the humankind and the institutions necessary
to communicate these values” (DEX, 2009).

From an etymological perspective, the word culture comes from the Latin word colere, which
means to cultivate, to honor, referring, in general, to human activities. Unquestionably, this is a
valuable asset of every human society, regardless of the geographical location or historical era.
Culture is a very complex and abstract entity, being formed by a group values, symbols, concepts,
ideas, traditions, events, experiences etc., preserved and transmitted from generation to generation,
through various ways, either subjective or objective, verbally, orally or in writing (Cioclei, 2011, p.
144). A society’s degree of culture positions it on a certain stage of human civilization. Culture is a
heterogeneous entity, consisting of elements of different nature, from art to traditions, from ideas to
values.

As far as criminological research is concerned, we analyze the word “culture” in terms of what
it contains and, not least, how it manifests in the outer world or within the human society. When it
comes to culture and traditions, we automatically think at what is good, useful and beautiful for the
whole society. Therefore, culture would be, at the first glance, totally antithetical to the crime.

Crime represents all the offenses committed within a certain time and in a particular territory,
including those discovered and undiscovered (Amza, 2008, p. 24). Crime, in a criminological
sense, means an act committed by the human being that violates the rule of law and brings damage,
injury to the social values protected by the state. The most important values that a society defends
are the state, the human being and the property. A society cannot exist without these social values
or cannot develop without their effective legal protection.
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In order to avoid conflicts, personal interests should be subordinated to the interests of the
community; thus, the acts of disorder that would affect or disturb the society do not occur (Amza,
2008, p. 11). Within the society, the individual should harmonize with the social. On the one hand,
people have rights and freedoms and, on the other hand, they have obligations. In order to achieve
the rule of law, all these should be known, accepted and understood in their true human and social
significance.

Therefore, which would be the connection between culture and crime? Why do we support, in
certain situations, the idea that culture and traditions can be criminological factors? Why are they
part of the social factors of crime?

2. Several considerations on the criminological theories of sociological nature

Criminology, as an autonomous science that studies the quality and quantity of crime, includes
numerous criminological theories relating to sociological criminal elements.

Studies have shown that the human being was, is and will be a social being (Amza, 2008, p. 11),
i.e. by his/her genetic footprint and internal structure, the human being is not made to live isolated
and alone, but in coexistence with his/her other peers. As a social animal, the human being has a
social behavior, i.e. a way to manifest in the outer world, in relation to the other members of the
society. For a good and peaceful coexistence, people have created rules and principles and, by their
observance, they do not harm those around them. Thus, legal rules were born. These were based on
the first form of religious and moral rules. Created by the ruling class, which was holding the
power, these rules were, of course, sometimes arbitrary and discretionary, placing people in
positions of inequality within their society, as they belonged to different social classes.

Among the criminological theories of sociological nature, which analyze certain social
criminogenic practices, we mention the following: essentially culturalist theories that relate the
individual personality to the culture where he/she develops (Stanoiu, 2003, p. 189). Thus,
researchers analyzed the behavior of individuals belonging to different cultures and social
mechanisms, respectively the individual’s inability to adapt to the new rules imposed by a new
culture, traditions and customs, the so-called reverse adaptation and negative socializing.

The theory of differential associations, developed by Edwin Sutherland, is a multi-factorial
approach to crime, as part of the socio-cultural phenomenon. According to the above-mentioned
author, the delinquent behavior is learned and mastered by communicating with others, in social
groups (Stanoiu, 2003, p. 190). Delinquency occurs against the background of individuals’ “inverse
adaptation”, i.e. they acquire norms and values opposed to those generally accepted (Doltu, 2000,
p- 69). Thus, E. Sutherland discovers and identifies certain contemporary forms of crime, which are
beyond the scope of criminal law. The French scholar Gabriel Tardre has a similar perspective; he
developed the criminological theory of imitation, i.e. the human being becomes a delinquent by
imitating, copying the behavior of other members of the community, driven by the desire to be
accepted within the group (imitation driven by the desire of membership).

The theory conflicts of cultures, developed by the American criminologist Thorsten Sellin,
supports the idea that a person’s conduct, socially approved or even required in a given situation, is
not accepted or appreciated in the same way by other social groups. This theory is based on ethnic,
social, age, professional, religious differences, involving great discrepancies in rules and moral
and/or social values. Thus, there are situations when the individual wishing to follow the rules of a
group, based on cultural elements, inevitably violates the rules accepted by another social group. A
cultural conflict occurs in these cases, as a criminogenic factor, sprang, most times, from traditions
and from the education that individuals receive within their family or group. The cultural conflict is
manifested by the fight between different moral values or norms of conduct, which are opposed or
which strongly disagree.

The theory of social membership, developed by the American criminologist Travis Hirschi, in
his work Causes of Delinquency, published in 1969, states that there is a social connection between
the commission of illegal acts and the social environment to which the individual belongs.
According to the author, the social connection includes commitment, respect and acceptance of
goals, commitments and faith (Radulescu, 2010, pp. 253-254 and Nistoreanu et al., 2000, p. 118).
Thus, the individual is a person attached to another group of people, because the human being is a

20



“Ovidius” University Annals, Economic Sciences Series
Volume X VI, Issue 1/2016

social animal. The attachment to our parents is by far the most important and, based on it, we tend
to imitate our parents’ behavior, as we think that the education, respect and faith transmitted by our
parents represent the absolute good.

The theory of the criminogenic society, developed by Jean Pinatel, borrows the idea of Etienne
de Gref and Edwin Sutherland's theory and emphasizes the role of social learning of the criminal
act, outlining solutions for individual treatment and recovery (Radulescu, 2010, p. 254).

3. Culture and traditions as criminological factors. Case studies.

Currently, there are cultures based on centuries-old traditions, ignoring and violating the human
rights and freedoms, with extreme social consequences. Thus, under social pressure, by the so-
called compliance of rules, regulations or traditions, people have committed inhumane acts against
their fellows, since ancient times and until today.

The circumcision of girls in some African countries and beyond, the Sati ritual at Hindu widows
and the honor crimes as a result of the failure to respect the traditions imposed by men are just
some of the practices based on culture, which result in killing, mutilation or maiming innocent
people, simply in the name of culture and traditions.

Regarding circumcision, etymologically, the word comes from the Latin term circumcido,
which means to circumcise. Some encyclopedias consider this practice as a form of genital
mutilation (Levinson and Gaccione, 1997), a surgery with risks such as infections, malfunctioning
of sexual organs, bleeding, sexual dysfunction, infertility or even death. Laro sensu, circumcision
may refer to the removal, on religious grounds, of a part of the sexual organ; thus, we may speak of
male and female circumcision. In Western countries, female circumcision is either illegal or
severely criticized, being a form of barbaric mutilation, motivated more by racism (Silverman,
2004, pp. 419-455).

Currently, the circumcision in women is seen more as a genital mutilation of sexual organs, and
is defined by the World Health Organization as “the partial or complete removal of the external
female genitalia or creating other damage to the female genital organs for non-medical reasons”.
According to a UNICEF report in 2013, about 125 million women and girls in Africa and the
Middle East were faced with this practice, most times totally against their will (UNICEF, 2013).
According to the Inter-African Committee’s position, the circumcision of girls and women is seen
as a “harmful traditional practice”.

The circumcision in women and girls, regardless of how it is practiced (through partial or total
removal of the female genitalia or even by sewing them), is recognized internationally as a serious
barbaric and inhuman violation of rights of girls and women. This practice reflects gender
inequality, being an extreme form of discrimination against women.

Unfortunately, female genital mutilation is still part of local cultural customs and rituals in
different communities or countries in Africa and the Middle East. This practice continues to exist,
including in places where it is prohibited by the national law. Due to globalization and
immigration, this practice was widespread in countries such as Australia, Belgium, Canada, France,
New Zealand, the USA and the UK.

According to a recent report by UNICEF, countries where women are most often exposed to
genital mutilation include Somalia (98%), Guinea (96%), Djibouti (93%), Egypt (91%), Eritrea
(89%), Mali (89%), Sierra Leone (88%), Sudan (88%), Gambia (76%), Burkina Faso (76%),
Ethiopia (74%), Mauritania (69%), Liberia (66%) and Guinea-Bissau (50%).

The Sati ritual, practiced in parts of India, Egypt and Greece, is the name given to the widow
who had to be burnt alive on the funeral pyre of her deceased spouse. Upon his death, she also had
to die, because without her husband she no longer had any kind of support or help. This tradition
was abandoned in time and it was officially banned in the early twentieth century. In its essence,
this ritual was considered a voluntary act of the woman who, from her birth, was taught to believe
that if she complied with the Sati tradition, she would directly get to heaven, together with her
husband.

If the woman refused to sacrifice herself in the name of love for her husband, she was forced to
do it. There were also (much more rare) cases when the mother performed the Sati ritual when her
son died. If the husband had several wives, the one who had to comply with this tradition was the
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last wife. There were also extremely rare cases when the husband performed this ritual upon the
death of his wife.

The Dutch Professor Ane Nauta was the first person who coined the concept of honor crime.
The Human Rights Watch NGO defines honor crimes as “acts of revenge, generally resulting in
death, committed by the male family members against the women from the same family, alleged to
have brought dishonor upon the entire family” (Human Rights Watch, 2001). This type of crime is
called honor crime, being based on the chastity and purity of female sexuality (and not that of the
man).

The reasons for resorting to this extreme gesture can be varied, from refusing to enter into a
marriage arranged by the family, to the mere suspicion that the woman had made a gesture that
would dishonor her family, such as being the victim of sexual assault, her desire to divorce,
adultery or, worse, loss of virginity before marriage, birth of a child out of the wedlock, the
woman’s flee with the man she loves etc. Unfortunately, in all these cases, forgiveness is not
possible under any circumstances, the only solution accepted by the society being the application of
the tradition, which consist in killing the woman by a male family member (father, brother,
husband). The United Nations Organization has approximated recently in its studies that, every
year, about 5,000 girls and women die because of this type of crime, based on culture and respect
for traditions, and in the Middle East and Asia the real number is assumed to be four times higher.

The countries that apply and respect these practices at present are generally Muslim countries, or
those countries where the population of this religion predominates (Turkey, Bangladesh, Morocco,
Pakistan, and the Palestinian Authority). However, there are also other states, which are not foreign
to these practices: Brazil, Ecuador, Egypt, India, Israel, Italy, Jordan, Sweden, Uganda, United
Kingdom, i.e. countries where the practitioners of these rituals have migrated. However, it is
noteworthy that many Muslim leaders and people of Muslim culture condemn this practice and
deny its source in the religious doctrine; nevertheless, it is true that Islam is categorical regarding
the prohibition of sexual activities outside marriage. Arabs use to say that honor is sacred and
precious and it can be washed only with blood and that sinners should be killed; moreover,
Palestinians say that reputation is everything. Only in 2000, two thirds of all the crimes committed
in Palestine were honor killings, which the state does not punish (UNICEF, 2000). Ways of
performing these traditions are extremely different. However, no matter how performed, it must
result in killing the guilty woman.

In recent years, there have been launched several aggressive campaigns against such inhuman
practices, through the media, movies, reports, books, education etc., in order to stop these crimes
committed in the name of traditions. It has also been established an international day of solidarity
with the victims of honor killings, on 29 October, bearing the suggestive slogan: “There is no honor
in killing!” (Kvinforum, 2005).

The country where such practices are most widespread is Pakistan, where honor killings are
called “koro kari”. In these countries and in Turkey, these women appear as having taken their own
lives, not as have been killed. The old Turkish Criminal Code favored traditional crimes. If one had
not acted according to the customs of a community, this act would have been considered as
challenging. Honor killings went into a category different from the ordinary crimes. Turkey’s
current Criminal Code, promulgated on 26 September 2004, included many positive amendments
in this respect, under the pressure to comply with human rights and freedoms and with the equality
between women and men.

Unfortunately, history confirms that such practices, performed in the name of culture and
tradition, invoking religious beliefs, have existed since Antiquity, enduring for centuries, especially
in rural areas. Moreover, later, due to the migration of the population, it has spread to urban areas,
but not with the same intensity. Thus, under pressure from the social environment and traditions,
their preservation and conservation are encouraged.

4. Conclusions
The above-mentioned issues trigger several important conclusions. Culture is an indispensable

factor of any human society. It has existed since ancient times until today, so it is a ubiquitous and
contemporary phenomenon. Culture consists of a set of material and/or spiritual abstract or tangible
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values, different in nature and as a way of expression.

Culture is the society’s treasure, which has endured through the ages, imposed by traditions,
dogmas, and rituals, beliefs, meant to preserve in people’s memory and manifestation everything
that is better and more beautiful for the humankind.

Therefore, it should not contradict the moral, the public good and the human rights and
freedoms. Unfortunately, as we have seen in this study analysis, there are religions, rituals,
traditions and events performed in the name of culture that are in total conflict with those stated
above.

Barbaric rituals practiced on women and girls in particular, in the name of religion and
traditions, provoke a strong sense of revulsion, being blamed and condemned at the same time. The
practice of circumcision of girls, killing women who do not obey the traditions of the south-east of
Turkey, burning of Hindu women together with their deceased spouse (the Sati ritual) should be
banned forever! It is unacceptable to maim, to torment and to kill in the name of faith, as an
integral part of the culture!
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Abstract

The importance of public expenditure emerges from the fact that they are one of the ways used
to assess the size of the public sector throughout the economy. They are oriented towards the
development of various sectors such as agriculture, transport, industry, communication, education,
health in order to achieve sustainable growth. This paper aims to analyze the evolution public
expenditures in Romania during 2000 - 2013. The analysis involves monitoring the evolution of
public expenditures as a share of GDP overall and by category of expenditure and a short
comparison with spending levels reached in the European countries.
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1. Introduction

It is indisputable that public expenditures aimed fundamentally social, human and economic
development, but most important is to understand that manifests significant influence on economic
growth.

One of the most important lessons learned from the wave of empirical research on growth in
recent years is that this growth of a country is not determined by just one factor. However, in the
literature there is a wide recognition on expenditure as a factor determinant of competitiveness and
productivity growth. (Moise-Titei, 2013, p.318)

The way how structured and sized public spending is not just a transaction that establishes the
resources and opportunities necessary for their coverage, but represents an essential element of any
economic policy. (Anghelescu et al, 2001, p.127)

The budget construction depends on economic priorities at micro and macroeeconomic level,
taking into consideration economic conception and theory that public authority adopts. Regarded as
one of the most important indicators of fiscal policy, the share of public spending in GDP expresses
the size of the public sector within economy. (Inocentiu, 2014, p.207)

2. The evolution of public spending in Romania during 2000 - 2013

Knowledge of the structure of public expenditures is important because it highlights how
financial resources are allocated for economic, financial, social or cultural objectives. However,
analysis of public expenditure must be carried on total and by component and delineated based on
various criteria: economic, operational, administrative, political, financial.

Further, we conducted a quantitative and qualitative analysis of public expenditures.
Quantitative analysis traces the evolution of public expenditure level, while qualitative analysis
monitors their structure.

In order to obtain a more detailed and clear image on the size of this indicator in figure no. 1. is
presented the evolution of public spending as a share of GDP in Romania during 2000-2013.
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Figure no. 1. The evolution of public expenditures in Romania, as a share of GDP
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Most of researchers support the concept of large public exependitures, because they put money
in circulation, helps to increase investment and increase employment. However, high levels of
public expenditures can have some obvious economic consequences.

The figure above presents the oscillating evolution of public expenditures in the period
considered: during 2005-2010 expenditures have increased continuously, and in 2010 the trend was
reversed after all austerity measures implemented in our country.

Much more important is to examine the composition of public spending as orientation highlights
the financial resources to economic, financial or social objectives. Therefore, the analysis of public
expenditures should be done both ways, as a total and by parts. Next, we will limit ourselves to
structure public expenditures according to two criteria, namely economic criteria and functional
criteria.

In table no. 1. is presented the structure of public expenditure expressed as a share of GDP,
according to economic classification.

Table no. 1. The structure of public expenditures according to economic classification, % of GDP

Year Current expenditures Capital expenditures Total
2000 31,9 3,5 35,4
2001 30,4 3,2 33,6
2002 32,3 3,2 35,5
2003 30,1 34 33,5
2004 30,4 3,2 33,6
2005 29,7 3,9 33,6
2006 31,7 3,8 35,5
2007 33,4 4,5 37,9
2008 34,4 4,6 39

2009 35,1 4,2 39,3
2010 35,8 4 39,8
2011 342 4,1 38,3
2012 33,3 3,2 36,5
2013 31,8 3,2 35

Source: realized by the author according to data from Eurostat

The table above shows that most of public expenditure are current expenses. Since current
spending guarantees supporting public institutions, funding public actions, they constitute a final
exhaustion of gross domestic product, and thus, these expenses must be renewed every year. Their
evolution is a fluctuant one, the average being 31%.

Capital expenditures, also known as investment expenditures are materialized in procurement of
durable goods, material and immaterial production-oriented area such as hospitals, administrative
or cultural establishments. Capital expenditures also have varied during period under review. If at
the beginning the analysis period their share was about 3.5%, after 2007 their share in total
expenditure increased to a maximum of 4.6%.
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Functional classification uses branches, sectors and areas of activity as criteria for the allocation
of public expenditure. According to specific destination criteria, the major expense categories
based on functional classification and their evolution as a share of GDP are shown in the following
table.

Table no. 2. The structure of public expenditures by functional classification, % of GDP

Year General | Defence | Public order | Education Health Social Economic
public and national protection actions
services security

2000 7,9 2,2 2,2 3,2 42 10,9 5,6
2001 6,5 1,9 1,6 3,9 4,1 11,1 49
2002 5,4 2,2 2 4 4,1 10,1 4.4
2003 4,1 2,5 1,9 3,5 3,5 10 49
2004 3,9 2,2 1,8 3,6 2,5 11 5,6
2005 3,3 3 2,1 3,6 2,7 11,1 5,3
2006 3,3 2,3 2,4 4,1 2,7 11 6,9
2007 43 1,8 2,4 3,9 3,1 11,2 8,3
2008 4,7 1,5 2,2 4,5 3,2 12,4 7,8
2009 42 1,5 2,2 42 3,8 14,6 7,7
2010 44 1,5 2,4 3,3 3,6 14,9 6,8
2011 4,8 0,9 2,2 4,1 34 14,1 6,7
2012 4,9 0,7 2,2 3 3,1 13,6 6,2
2013 4,8 0,9 2,1 2,5 3 13,4 6

Source: realized by the author according to data from Eurostat

During the whole period examined, the largest share of expenditures belonged to social
protection expenditure, the maximum value (14.9% of GDP) was reached in 2010. The share of
social protection expenditure of GDP is the synthetic indicator of accountability of the Romanian
state for achievingand and balancing welfare. Although holding the largest share of GDP, the level
of these expenses was kept at a low level compared with the European Union. Thus, our country is
ranked last in the EU area by the percentage of GDP spent on social protection, with only 14.9%,
after an exchange of places made with Latvia. In the sphere of social protection expenditure are
covered risks such as unemployment, old age, disability, disease or health insurance, housing and
social exclusion, and threshold reached by these spending in Romania is almost half the value
achieved at EU level (30% of GDP). We believe that low and fluctuating values of these
expenditures highlights the continuing need for social protection of the population from public
authorities.

Regarding the trend of economic actions, they fluctuated during the period under review,
however, since 2007 until now, these expenses have shown a declining trend. Like other costs,
public order and national security expenditures have also fluctuated during the same period, their
level settling around 2% of GDP. Maximum value for defense expenditures was 3% of GDP
reached in 2005, then continued to decline until 2012, reaching 0.7% of GDP (the minimum
threshold for this category of expenditure).

Expenditures on education has varied, but the amounts allocated for the Romanian education
did not exceed the limit of 4.5% of GDP in 14 years analyzed. Although it is known that a
performing education system presents multiple effects, in Romania their level is still very low.

According to a study by McKinsey & Co. an improved education system influences
significantly three key economic dimensions: emphasizing economic development, increasing
social cohesion, improving health. The same study informs that optimized PISA scores by 40
percent increases GDP per capita by 0.9% over one generation (30 years). Regarding education
expenditures Romania also ranks among the world's laggard, being surpassed by China, Bulgaria
and Indonesia, which are examples of countries with the lowest investment in education. Among
the countries with the largest investments in education we mention Sweden (7.5% of GDP),
Finland 6.8% of GDP or UK with 6.2% of GDP. Also we believe that improving education levels
in Romania can lead to better adapt to changes in the labor market. If in 2010 a 80% of the
positions in the labor market within the European Union required a medium to high degree
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qualification, in 2020 it is expected to rise to 85%, of which 35% will represent only positions high
qualification grade. In other words, the positive impact of education expenditure could be
interpreted as reducing the risk of poverty, reduce unemployment, rising living standards and life
expectancy.

Figure no. 2. Functional structure of public expenditures, as a share of GDP
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During those 14 years analyzed health spending fluctuated, the lowest values were recorded in
2004 - 2006 when their share in GDP did not exceed 3%. Since 2007, health expenditure had an
increasing trend, but have not exceeded the threshold of 3% of GDP. Advanced economies assigns
important resources for the health sector, with the assumption of long-term sustainable
development. In other words, a better state of health contribute to increasing participation and labor
productivity, the health sector is considered one of the key drivers for economic growth. A range of
factors influence health, from lifestyle, access to innovative care or resources to health. Within the
European Union had manifested a tendence to increase the share of health expenditure in GDP
from 6.4% to 9.9% of gross domestic product. Romania is the country with the lowest health
expenditure, amounts distributed from the health budget being reduced dramatically between 2009
- 2011. While in 2009 Romania was ranked last, with a level of 5.6% of GDP for health (which
means 11% of total public expenditure), public health expenditure in 2011 reached 3.7% of GDP,
more below than the European average.

3. Romania and European Union regarding public expenditure level
It is interesting to note the evolution of public expenditure in Romania compared to the level
achieved in the European Union. The following figure restores dynamics of public expenditure

expressed as a share of GDP for Romania and the European Union over the period 2000-2013.

Figure no. 3. The dynamics of public expenditure in Romania and European Union
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As we mentioned above, the evolution of Romanian public expenditures was a oscillatory one:
during 2003 - 2009 expenditures had an ascending trend and since 2010 the trend was reversed.
Within the EU, countries make available to government authorities almost half of gross domestic
product. Maximum value of public expenditure at EU level was recorded in 2009, when they
represented 51% of GDP, while the minimum was reached at the beginning of the analysis,
respectively 44.8% of GDP.

The dynamics of public expenditure in 2009-2010 allowed structuring the countries of the
European Union into two groups, thereby strengthening that European countries have been affected
by the global financial-economic crisis in different times and different stages.

Countries such as Belgium, Bulgaria, Denmark, Germany, Estonia are countries where public
expenditures had dropped, being particularly affected by the economic crisis in 2008-2009, while
in countries such as Ireland, Poland, Romania and Cyprus public expenditures increased in 2010 in
comparison with the previous year, the financial crisis being felt in 2009-2010.

4. Conclusions and recommendations

In our country, there have been changes in terms of content and structure of public expenditure.
In the period analyszed, 2000 — 2013, there was a general upward trend manifested by the public
expenditure from year to year. A dynamic analysis revealed that public expenditures grow very fast
in size. (Stanciu, 2011, p. 318)

The financial resources of the state are assigned mainly for payment of goods and services
purchased by central and local governments of the state and the institutions under public law and to
pay salaries, pensions and other rights for civil servants, for grants for various categories of
economic agents.

Year 2008 was first year in which education sector received 4.5% of GDP. Health expenditure
sector from Romania registered a low level compared with the European average. One explanation
may be that health costs are considered to be unproductive and therefore a low priority in budget
allocations.

Following the results of this paper, may be recommended following in order to stimulate
economic growth through public sector expenditure: (a) it is vital for the government to ensure that
capital expenditure and current expenditure are properly managed in a manner that contribute to
increase the production capacity of the nation and faster economic growth; (B) it is important to
increase investment in productive sectors, thus contributing to raising living standards, better
productivity and therefore economic growth of the country.
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Abstract

At global level, interstate relations are governed by increasing trends of dependence. The
economic dependence is one of the key factors which shapes the interstate socio-political
interactions. Given the complexity and variety of relations between Russia and Eastern
Partnership’s countries, there are academic debates which starts from the concept of economic
dependence that characterizes this relationship. In this study we have tried to achive a
comprehensive analysis of the economic dependence that governs this relationship, considering,
the european aspirations of Eastern Partnership's countries. In order to accomplish our goal, we
will focus on answering the following questions by analysing the economical and political behavior
of the actors: Are the Eastern Partnership’s countries vulnerable politically, due to their historical
economic dependence on Russia? Russia's domination in the region relies on maintaining this
economic dependence relationship? How this economic dependence influences the european route,
of the countries, involved in Eastern Partnership?

Key words : economic dependence, Russia, Eastern Partnership
J.E.L classification : F 50

Introduction

Considering the fact that in the former Soviet Union, the economies of all countries have been
connected with Russia’s economy and with each other, the economic factor plays a significant role
in the interstate relations even after the breack-up of the Soviet Union.The disintegration of the
Soviet Union’s centrally planned economy have had as a result a number of independent states,
some of them dealing with european aspirations and a transition to a market economy.

By creating the European Neighbourhood Policy and after that, the Eastern Partnership, the
European Union admitted the willingness of a tight cooperation with the former soviet states.
Initially hesitantly, the EU’s cooperative relations with individual neighbours have been
characterized by bilateral and multilateral dialogue, which has led to a process of socio - economic
and political support to its eastern neighborhood.

Having a policy dedicated to its “near abroad” European Union collides with the strongly
Russia's interests in its shared neighborhood. Russia has regarded the European Neighbourhood
Policy as a “prospect of intensified competition for influence in the European Commonwealth of
Independent States (CIS)” (Emerson, 2004, p.8) and all the other initiatives dedicated to EU’s
eastern dimension as an intrusion in its near abroad, which directly affects its sphere of influence.

“The concept of a Russian ‘sphere of influence’ or the idea of a Russian role in the ‘near
abroad’ can be seen in conection with Russian attempts to secure its status as a great power through
its efforts to project its power”. (Pacer, 2016, p.20).

1.Theorethical framework

“It is asymmetries in dependence that are most likely to provide sources of influences for actors
in their dealings with one another. Less dependent actors can often use the interdependence
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relationship as a source of power in bargaining over an issue and perhaps to affect other issues”
(Keohane et all, 1977, p.10-11).

Choosing the neoliberal as the framework for the economic dependence between Russia and
Eastern Partnership’s countries we will initiate this analysis having as reference the definition
given by Keohane and Nye which consider dependence as a “state of being determined or
significantly affected by external forces” (Keohane et all, 1977, p.8).

Neoliberal scholars argue that economic, social and environmental issues are also very
important priorities on the international agenda along with national security and military power and
in order to understand the role of power in the interdependent relations have distinguished the two
dimensions of interdependence: sensitivity and vulnerability.

If the sensitivity “involves degree of responsiveness within a policy framework” (Keohane et
all, 1977, p.12) and may became the basis for significant political influence only when existing rule
and norms can be taken for granted (by a stronger state) (Keohane et all, 1977, p.18), the
vulnerability applies especially to the politico-economic relations and depends on the availability
and cost of the alternatives that various actors might have (Keohane et all, 1977, p.18).

In our analysis where the economic dependence has led to an asymmetrical interdependence the
weaker states are more vulnerable to the external changes because of the cost to adapt to the new
changes.Economic interdependence involves not only economic interconnectedness but economic
relations that are mutually costly to break and can be used as threaten to the more vulnerable
state.The economic sanctions which impose economic costs on the more dependent state might
determine unwanted actions but are not always a success action. The success of economic sanctions
depends by the power of the state that impose the sanctions.

“As David A. Baldwin observes, sanctions can have purposes besides those explicitly
articulated by the senders ” and “can coerce a target state to comply with a senders demands only
when the domestic and international political cost of noncompliance are sufficiently high”
(Blanchard et all, 2013, p.4). “The essential fact on politics is that power is always relative; one
state’s gain in power is by necessity another’s loss.” (Gilpin, 1975, p.34).

Russia is not interested in gaining in economic area in the relationship with former soviet states
but Russia’s main objective is balancing its economic interest with its geopolitical ambitions
(Trenin, 2004, p.77).

The former Soviet States, after the USSR dissolution formed CIS mainly for economic
purposes. In fact , ”in the case of CIS the linking of economic, political and military issues would
assist Russia in using its economic power in other realms” (D’ Anieri, 1999, p.123).

Keohane and Nye consider “manipulation of economic interdependence as an alternative to
military means” and the existence of “economic ties generate added realm within which world
politics can operate” (Crescenzi, 2005, p.50).

So, as Sussex argues in the shared neighbourhood “Russia’s main mechanism for control have
been economic” (Sussex, 2012, p.62), in the complex struggles for power that has as target the
countries from the eastern border of the EU, in which a variety of subnational, international and
institutional actors are loked in competition over resources, territory, influence and ideas” (Sussex,
2012, p.63). Russian actions in order to use its economic power are related to the strength of
Russia’s economy in order to be usefull to the regimes that are loyal to Moscow or to impose
sanction and determine the countries from the “near abroad” to meet its demands.

2.General overview of the economic relations between Russia and EP’s countries

The six  countries involved in  EU’s  Eastern  Partnership, Armenia,
Azerbaijan, Belarus, Georgia, the Republic of Moldova and Ukraine, are a part of this joint
initiative as an expression of their desire for a closer alliance with the EU.

From an economic point of view all this countries have experienced a transition crisis following
the dissolution of the USSR, and all were affected by the global economic crisis from 2008. Being
characterized by a common origin, all this six economies have had strong trade and economic ties
with Russia. As a part of a highly integrated and centralized economy they have an well connected
infrastructure especially in the energy sector that brought them in an integrated area with Russian
energy supplies.
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The countries from Eastern Partnership, beneficiaries of the European Neighbourhood Policy
have a “dense historical, geopolitical, social or economic ties with Russia in certain sectors”
(Ademmer, 2014, p.673) and are characterized by corruption, markets closely linked to the states,
unemployment and inflation. Despite their differences they are all economies in transition and they
are struggling with low GDP per capita. The poverty left all these countries with high
unemployment because many inhabitants have migrated for a better life.

The Eastern Partnership initiative supports the countries in their political, institutional and
economic reforms, based on a new mechanism for regional cooperation that has a bilateral
dimension and a multilateral dimension and provides a place for trade relations, economic plans,
travel agreements and for other areas that are important for EU’s realation with its eastern
neighbors.

Considering the fact that through the European Neighbourhood Policy and the regional
intiatives for the eastern dimension, European Union try to achive the closest possible political
association besides the membership and the greatest possible degree of economic integration with
the former soviet states from its eastern border, Russia consider the success of this instruments a
real threat to its position in the region.

In order to meet the objectives of European Neighbourhood Policy and to create a zone of
prosperity and stability EU use the Eastern Partnership framework to transfer policies to the
beneficiary countries. This transfer is more difficult if is conducted in sectors in which countries
are more dependent on Russia than on the EU so the economic dependence with Russia may be
considered a real obstruction of the implementation of EU’s policies in the region.

Being a part from a centralized economy, the economies of Eastern Partnership countries are
very specialized and relies on each other for resources and production. Along with the trade
relations that all this countries have with Russia and in the CIS ‘s context, the energy dependence is
the most important field that reflects not only in the economical relations between Russia and EP’s
countries or Russia and EU, but also in the political decision between this actors. It is very
important Millers opinion, which saw CIS as a vehicle for the continuation of Russian influence
and coercion in its former Empire (Miller, 2006, p.102).

“Russia is equipped with substantial bargaining power in this cases to counter or cross the EU’s
demand for policy change, either by providing attractive alternatives or by raising the cost of EU-
demanded policy change by, for example, invoking sanctions” (Addemer, 2014, p. 673).

Economic sanctions will be an effective instrument if it are based on a relationship of
asymmetric interdependence or a strategic economic advantage. Economic coercion happens when
“the sender threatents to interrupt the status quo and block a stream of economic exchange with the
target unless the senction country acquiesces to a specific demand made by the sender. If the targer
complies, sanctions are not imposed” (Drezner,2003, p.645)

2.1 Eastern Partnership’s countries and the economic sanctions imposed by Russia

Based on the theory that economic interdependence can affect the behavior of the nation-state
and that “foreign policy is much more than expressing a state’s interests; it is about achieving
success in international realm according to the value of a state and the power at hand” (Maness et
all, 2015, p.10) Russia have used a corrcitive diplomacy that not always has been a success.

In this respect, Maness and Valeriano argue that “Russia uses coercitive diplomacy in post-
Soviet space because of the past history of diputes in the region, the high silence of issues at stake,
issues of Russian great power identity” (Maness et all, 2015, p.4) and “begun to assert its
hegemonic position among the former Soviet economies” (McFaul, 1995, p.27).

Russia’s vast exports of natural gas and oil integrated it in the world market and in this way,
Russia “was able to pay off its foreign debts, gain leverage on many states in post-Soviet space in
the form of energy coercion”(Maness et all, 2015, p.11).

Being a vital subject for EU and some of the EP’s countries, the energy field it is an area where
Russia imposed its economic coercion. In the last years there have been many energy crisis that
affected especially Ukraine but also Member States of European Union. The action of coercion by
Russian over Ukraine in energy filed has started in 1990, but the hole Europe has been affected by
gas crisis from 2006 and 2009 that made decide the European Union to think seriously to the
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energy problem and take action to try to prevent such situations.”With the onset of the political
crisis in Ukraine in November 2013, the negotiations on gas imports again became closely tangled
with broader trade and political issues.” (Pirani, 2014, p.3).

Not only the Ukrainian energy was under Russian sanctions but other several categories of
products like confectionery and dairy products were under Russia’s interdiction from July 2014 and
September 2014. In November 2014 all chese and chese products’s imports from Ukraine were
banned. So, as a result of these measures, “in the first nine months of 2014 Ukrainian exports to
Russia declined dramatically (-27 %), while exports to the EU experienced a small but positive
increase.” ).(De Micco, 2015, p.28)

Ukraine’s refusal to sign the Association Agreement in November 2013 was due to the
threatening from Moscow, with economic sanctions and to some serious conditionings in energy
area. With EU’s support Ukraine overcame this difficult moment and signed the Asociation
Agreement in June 2014 starting, this way, a process of enhanced cooperation in foreign security
policy and energy with EU, but remaining still vulnerable to Russia’s pressures.

Moldova, one of the most important countries from Eastern Partnership, considering its
geographical position and the progress achieved in the first years of Eastern Partnership’s
implementation, have strong economic relation with Russia, being dependent in energy sector and
in other trade spheres.

After Moldova has signed the Association Agreement in June 2014, Russia has expressed its
disagreement immediately, by applying sanctions. Although first important sanctions have been
imposed in September 2013 to the Moldovan alcoholic beverages, the highest number of Moldovan
goods, whose import has been banned by Russia, was in 2014, when in April, the processed pork
was banned, followed by the fruits and canned vegetables in July, and all types of meat, in October.
So as we observe “Russia’s sanctions most often envisaged those specific products from the
agricultural sector and food industry that have a significant volume of exports for higher impact on
the Moldovan economy and affect a large share of the employed population. This makes the
Moldovan economy quite vulnerable to the Russian sanctions, not only in terms of export and GDP
decrease, but also of social consequences” (Popa, 2015, p.6).

As a consequence of the sanctions imposed by Russia in 2014, “in the first 8 months of 2014
Russia’s share in Moldovan trade figures fell by a quarter” (Calus, 2014, p.2) and even they have
had a negative impact on every sector involved, they have not resulted in drastic consequences on
the entire Moldovan economy.

Because the Russia’s sanctions have not had the expected effects, Moldova is still on its
European way and is implementing the Association Agreement having some obstacles consisting in
economic problems and the actions of Russia’s supporters.

Being vulnerable, Moldova still fears that “in the context of the ineffectiveness of Russian
pressure put on Moldova it is not inconceivable that, in order to achieve its political goals towards
Chisindu, Russia will decide to use measures of force.” (Calus, 2014, p.7).

Like Ukraine and Moldova, Georgia’s economy it is heavily dependent on Russia, this
dependency being deepened by its “geographic location. Georgia borders on Russia, and has few
other strong neighbors it can turn to as economic alternatives” (Newnham, 2015, p.162).

Being one of the largest traiding partner of Georgia, Russia has imposed economic sanction
starting in December 2005, benning the agricultural products from Georgia and continued with
wine and mineral water imports’s ban in 2006. There have been severe political tensions between
Russia and Georgia after the Georgia’s Rose Revolution from 2004 which have been reflected in
economic relations between them. These pressures have been complemented with prices increased
for Russian gas dedicated to Georgian market.

Same scholars have argued that the Russian embargo did more good than harm to the Georgian
economy because created strong incentives for the Georgian private sector to modernize and
diversify it and catalyzed an increase in economic aid and technical assistance from the
international community (Livny et all, 2007, p. 36) and probably persuaded them to act more
decisively in the relations with European Union and signed the Association Agreement in June
2014.

Also, are very significant are the measures taken by Russia which affect the income level and
the dependence on workers’ remittances of Ukraine, Moldova and Georgia that has consisted in
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cancelling the simplified procedures for entering in Russia for the citizens of these three states and
in the restrictions on employment for citizens from these countries (affecting potentially 436 000
Georgians, 285 000 Moldovans and 2.9 million Ukrainians).(De Micco, 2015, p.14)

Regarding the other three states from the Eastern Partnership, Armenia and Belarus have joined
the Eurasian Economic Union and Azerbaijan has decided not to pursue economic integration nor
with EU and neither with Eurasian Economic Union.

Russia remains the first trade partner of Belarus, the second partner of Armenia, the Republic of
Moldova and Ukraine, the third of Azerbaijan and the sixth of Georgia. (De Micco, 2015, p.7) even
if these countries are part of two diferent models of economic integration and one of them does
not belong to any of two blocs.

Being fully dependent on Russian energy, having a lot of Armenians living in Russia, Armenia
has decided in September 2013, not to sign the Association Agrement with the EU, and to join
instead, the Eurasian Union in 2014.

“Hydrocarbon exports make the Azeri economy very different from the rest of the Eastern
Partnership” (De Micco, 2015, p.20), not being dependent on Russia’s energy explains the fact that
Azerbaijan was not forced to to join the EU or the Eurasian Economic Union.

Belarus is dependent on Russian gas and has a subsidised centralized economy that is highly
integrated with Russia's economy.In order to maintain its historical ties with Russia, Belarus has
joined the Eurasian Economic Union in 2010. Despite the fact that Belarus is a constant and loyal
partner of Russia, Russia has punished Belarus for refusing to impose the same bans and for
becaming a “hub for channelling banned products into Russia.”

As it was demonstrated in this article, Russia have used the economic dependence and the
economic sanction in the relations with the most countries from the Eastern Partnership.

3.Conclusions

All former Soviet states that are in a highly dependent economic relationship with Russia and on
their path to independence or to a closer alliance with the EU, have met obstacle, due to economic
bans imposed by the Russia. Some of this economic sanction have had a positive result for Russia
and influenced political decisions of countries such as Ukraine, Armenia and even Belarus. Others
have had no result and countries like Moldova or Georgia became more closer to the West as a
result of these bans.

If the aim of the Eastern Partnership to improve the economies, governance and socio-
economic situation in the EU’s eastern neighbourhood, would have been accomplished, the level of
economic interdependence with Russia, of the countries beneficiaries of this initiative, would be
decreased and so, the goal of the European Neighbourhood Policy would have been fulfilled.

Russia’s desire to maintain its domination in the region was reflected in the fact that Russia has
responded with sanctions to any decision of the former Soviet states that have tried to became
closer to the European Union. Considering the present geopolitical context, the tensions between
Russia and the countries from the eastern border of the EU, that have European aspirations, will
continue and will be shaped constantly by the power factor represented by economic dependence.
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Abstract

This article analyzes several aspects of the maritime law vocabulary, in order to overcome the
problem of maritime inaccuracies in translation and to contribute to the better understanding and
translation of texts and legislations within this field. The first section of this article deals with
several key terms and issues in the field of legal translation and maritime language and highlights
the fact that maritime language represents a functional variety of register. The second section
presents the corpus analyzed within this paper in order to reveal the language variation in the two
languages (i.e. Romanian and English) and to assess their lexical density. The third section is
focused on corpus analysis, highlighting the language variation in the English and Romanian
translation of the chosen texts from the field of contracts of carriage in maritime law.
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1. Introduction

Due to the recent intense use and increasing importance of the English language in many parts
of the world, English has become an internationally spoken language, which engendered several
linguistic, socio-cultural and pedagogical consequences. On the other hand, legal language is
extremely complex and, therefore, many people do not completely understand important legal
documents and regulations, such as those providing for their rights, fundamental freedoms and
obligations, the rules from a statute, or the terms and conditions mentioned within an agreement.
(Andrewartha, 2009, p.15). The need to understand legal words and their differences is increasingly
urgent, triggered by elements such as the background of globalization, the necessity to harmonize
laws at the EU level, the intricacy of economic, social, cultural and political factors and issues that
greatly influence the legal field, the necessity for fast and effective resolutions to national and,
especially, to international conflicts (Kocbek, 2006, p.20).

As a branch of ESP, maritime English emerged as a diversity of specialized technical English,
triggered by the need to communicate effectively (either between the ship and the shore or among
crew members or between crew and passengers) in order to provide safety at sea (International
Standards of Maritime English as a Means to Improve Safety at Sea 2010). Moreover, due to the
globalization that took over the shipping industry and the international nature of crews, the English
language transformed into a lingua franca at sea; in this respect, it is noteworthy that, in 1995, the
International Maritime Organization adopted English as “the language of the sea” (Karastateva,
2011, p.1). We should also take into account that the standardization of marine words and
expressions is a continuous process, triggered, on the one hand, by those persons involved in the
teaching process and, on the other hand, by the International Maritime Organization, through its
standards and requirements as far as the seafarers’ skills and qualifications are concerned.

It is noteworthy that maritime English has an operational nature and it also displays several
restrictions regarding its functional features. Besides the quite extensive specialized vocabulary,
which varies according to the particular field (such as navigation, engineering, harbor operations
and naval architecture), maritime English is also characterized by limited grammar structures and
style restrictions imposed by the technical nature of the text. Thus, in order to improve the students’
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learning of maritime English, the academic curricula needs to have in view only the features of
genral English but also the above mentioned particularities (Shen and Wang, 2011, p.20).

Maritime language as technical terminology represents a functional variety of register, which
encompasses several recurrences of linguistic items, in contrast with general language. General
aspects of the language may be analyzed when approaching the subject of maritime language as
technical terminology, but there are other implications, such as the legal framework and difficulties
in translations (Nadrag and Stroescu, 2002, p.7). In this way, there are many things to be taken into
account when discussing maritime language, such as the historic factor, the international factor and
the legal aspect and legal terminology (especially when discussing maritime conventions).

2. Corpus presentation

The research described in this article was carried out to overcome the problem of maritime
inaccuracies in translation and consisted in investigating the material with the purpose of
identifying the main lexical units, finding the ‘right’ terms in maritime language. The corpus for
the analysis carried out within this study was created by collecting fairly representative texts of the
language used in the maritime transport, i.e. two legal texts: Hamburg Rules, United Nations
Convention on the Carriage of Goods by Sea, 1978, articles 1-11 and Government Ordinance
42/1997 (rl) of 28/08/1997, republished in The Official Gazette, Part I no. 210/10.03.2004 as to
the naval transport, modified and completed).

The Hamburg Rules are a set of rules governing the international shipment of goods, resulting
from the United Nations International Convention on the Carriage of Goods by Sea adopted
in Hamburg on 31 March 1978. The Convention was an attempt to form a uniform legal base for
the transportation of goods on oceangoing ships. The developing countries’ attempt to level the
playing field represented a driving force behind the convention. In its turn, Government Ordinance
42/1997 (rl) of 28/08/1997 is one of the very few regulations governing the naval transport in
Romania and it represents the transposition of the Hamburg Rules in the Romanian legislation.

3. Research methodology: the text content analysis tool

This section is focused on the corpus analysis, highlighting the language variation in the English
and Romanian translations of the two legal texts from the field of maritime law (more specifically,
from the law of contracts of carriage by sea) presented in the previous section. The objectives of
this analysis are to detect language variation and difficulty in the words and phrases used in
specialized maritime language, using a specialized English and Romanian corpus, and to contribute
to the clarification and better understanding of several words and phrases specific to the
terminology of maritime law and, more specifically, to the terminology in the field of the contracts
of carriage by sea. In this research, in order to achieve the proposed objectives, we used the Text
Content Analysis Tool, which is an instrument that analyses the text content and automatically
produces statistics related to a text; these may deal with issues such as word count, special words,
number of phrases and sentences, average number of words within a sentence, lexical density etc.
An additional value is brought by the amount and type of information obtained on lexical behavior
which contributes to map the lexical profile of the register (i.e. legal language, maritime law on the
contracts of carriage by sea). The corpus analysis will reveal a pattern for maritime English
language, which cannot otherwise be studied by direct human observation, given the great amount
of the data involved. Moreover, in language analysis, the sampling of data is necessary.

4. Corpus analysis

The analysis of four-word expressions (see Figure 1), in Government Ordinance 42/1997 (rl) of
28/08/1997 highlights that that maritime law has more nouns as key words, with verbs (especially
in present tense or in present or past participle) as the next word class more commonly used;
moreover, prepositions such as “in”, “by”, “for”, “to”, “of”, “between” are also widely used. The
majority of the words used are semi-technical (“transport”, “international”, “convention”,

“agreement”, sea”, “port”, “system”, “carriage” etc.) and technical words (“inland”, waterway”,
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“hoist”, “naval transport facilities”, “craft”, “shipper”, etc.).
Figure no. 1. Four-word expressions in Government Ordinance 42/1997 (r1) of 28/08/1997
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Source: Processing by Text Content Analysis Tool

Figure 2 and the statistics regarding specialized word count and length show that, within the text
Hamburg Rules, United Nations Convention on the Carriage of Goods by Sea, 1978, there
predominate three or four syllable words, of mild difficulty, such as: “convention”, “provisions”,
“liability”, “paragraph”, “delivery”, “consignee”, “document”, “agreement”’, “accordance”,
“particulars”, “limitation”, “applicable” ,“dangerous”, “provided”. These words are semi-technical
or non-technical. Longer and more difficult words are used less within the corpus (one to six
times); however, these are semi-technical or non-technical words: “compensation”, “international”,
“notwithstanding”, “circumstances”, “responsibility”, “nevertheless”, “jurisdiction”,
“subparagraph”, “attributable”, “consequences”, “inaccuracies”, “inconsistent”, “interpretation”,

9% ¢ EE TS EEANTY

“correspondingly”, “identification”, “requirements”, “responsibilities”, “supplementary”.

Figure no. 2. Readability by using indicators such as hard words in Hamburg Rules, United Nations
Convention on the Carriage of Goods by Sea, 1978
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Source: Processing by Text Content Analysis Tool

Figure 3 shows the number of counts, as far as lexical density is concerned in the Hamburg
Rules, United Nations Convention on the Carriage of Goods by Sea, 1978. The Lexical Density
Test, aimed at revealing the reading difficulty level of a text, employs the following formula:
Lexical Density = (No. of different words / Total no. of words) x 100. It also tries to establish the
share of content words in relation to the total number of words. It is noteworthy that the lower the
density of a text, the more understandable it is. For example, a lexical density level of around 60-
70% signals a lexically dense text, while a lower lexical density level of around 40-50% belongs to
less dense texts. From this perspective, the above chart reveals that the analyzed corpus (Hamburg
Rules, United Nations Convention on the Carriage of Goods by Sea, 1978) has a low density and is,
therefore (especially combined with the fact that there predominated three or four syllable semi-
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technical and non-technical words), more easily understood by readers.
Figure 3. No. counts — Lexical Density Hamburg Rules, United Nations Convention on the Carriage of
Goods by Sea, 1978
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Figure 4 and the statistics regarding specialized word count and length show that, within the text
Government Ordinance 42/1997 (r1) of 28/08/1997, there predominate two, three and four syllable
words, of mild difficulty, such as: “activities”, “authority”, “maritime”, “ministry”, “national”,
“naval”, “performs”, “inland”, “provisions”, “surveillance”, “transport”, “waterways”. These words
are semi-technical or non-technical. Longer and more difficult words are used less frequently
within the corpus (one to six times); however, these are semi-technical or non-technical words:
“administrations”, “certification”, “infrastructures”, “installations”, “institutional”, “international”,
“professional”, “self-propelled”, “subordinated”, surveillance, “transmission”.

Figure 4. Word count in Government Ordinance 42/1997 (rl) of 28/08/1997
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According to Halliday (1988, p.14), specialized languages are functional varieties or registers
that can be referred to in terms of the recurrence of certain linguistic items in comparison to general
language or other variations. In order to understand, characterize and properly use specialized
languages, quantitative and qualitative data are of exceptional importance. Furthermore, specialized
corpora provide the necessary means for register description and allow for quantifying language
characteristics.

Language users transmit their own perception of reality through language, using it for its main
purposes: to convey and receive information, to organize, clarify and summarize ideas, to persuade,
influence or manipulate others. Speakers choose discourse strategies depending on the social,
economic, political or academic status of their addressees (Popescu, 2015, p. 109), their own status,
the general context. Moreover, speakers decide on the vocabulary, phrases and the disposition of
sentences and complex sentences when using a foreign language. A great deal of other factors have
a huge impact on communication in a foreign language: mother tongue, other previously aquired or
learned languages, the socio-cultural background knowledge. All this can lead to variation in
second/foreign language use. As to Smith (1983, p.192-193), he prefers the phrase ,register
variation” applied to the variations produced depending on the context.

All languages have standardized ,,rules” for conceiving academic, technical or scientific texts.
This has been the result of the effort to avoid too much language change, which has nowadays been
demolished by communication technology use (Baca, 2008, p. 14), to maintain precision and avoid
ambiguity. The Internet and the World Wide Web have led to amazingly fast language changes if
compared with the last century. As Duszak (1997, p.9) points out, "Recent insights into academic
writing have shown considerable variation in text characteristics across fields, languages and
cultures. [...] Among the most notable differences are field-and culture-bound disparities in global
organization schemata of texts."
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Generally, specialized languages have their own features, associated with a certain type of
thinking, such as formal style, domain specific vocabulary/ highly specialized vocabulary, simple
language structures, impersonal forms, short sentences, or on the contrary, long, complex,
convoluted sentences (e.g. legal language). Technical writing is different from other genres in
being formal and direct; consequently, synonyms, metaphors, colloquial expressions are to be
avoided. Eggins and Martin 1997: 336) suggest further characteristics: the use of standard syntax
without abbreviations; no reference to the author of the text; the topic is considered the most
relevant aspect; use of incrustations; lots of subordinated sentences put together, long complex
noun phrases; a great numbers of nouns and a decreased number of adverbs. Thus, Duszak (1997,
p. 2) states that "All this contributed to the image of a dehumanised language of science, and
likewise to the image of a dehumanised writer".

Specialized words and expressions highlight objectivity, and help foreign language writers
understand and use specific language appropriately; unfortunately, at the same time, these
characteristics may constrain natural communication.

5. Conclusions

In our study, we have conducted an analysis on the lexis of legal maritime English, from two
legal texts: Hamburg Rules, United Nations Convention on the Carriage of Goods by Sea, 1978,
articles 1-11 and Government Ordinance 42/1997 (rl) of 28/08/1997, republished in The Official
Gazette, Part I no. 210/10.03.2004 as to the naval transport, modified and completed). For this
purpose, by means of Text Content Analysis Tool, we extracted the legal maritime and checked
qualitatively the effectiveness of the statistical classification. We have also attempted to map the
lexical profile of these two legal texts. It is noteworthy that the methodological basis of the corpus
research is diverse as it not only covers the fields of corpus linguistics but also involves looking
into grammatical and lexical relationships and discourse analysis. The study is concerned with data
of language used in maritime law literature and uses corpora to investigate the language of
maritime law.

The tools available in the Text Content Analysis Tool assisted us in conducting the
corresponding analysis. Moreover, collocates, fixed phrases and clusters were instantly revealed
from concordance lines. The analysis of sintagmatic relations revealed prefabricated word
combinations within the texts. It is noteworthy that these word combinations represent a
characteristic of the analyzed register and an essential element in the production and understanding
of the specialized legal knowledge (Scott, 1998).

It should also be added that a more clear image of any language can be obtained by analyzing
the words occurring significantly more often within a certain linguistic area, compared to the
general language use, rather than by paying attention to those words with a high frequency level
(i.e. key words) (Scott, 1997). Key words were arrived at in this study by using the key word
function of the Text Content Analysis Tool. A word got into the list if it was unusually frequent (or
unusually infrequent) in comparison to a larger word list.

Overall, the three largest word class categories among the key words for all the studied
documents were similar, that is, nouns. This was followed by verbs and then adjectives. The
analysis of key words has clearly identified that maritime law has more nouns as key words, with
verbs and adjectives as the next two word classes more commonly used, and that the majority of
the words used are semi-technical and non-technical words. However, semi-technical words, such
as “liability”™, “responsibility”, “contract”, “agreement”, “carrier”, ‘“carriage”, “transport”,
“transportation”, “certification”, “certificate” could pose a problem to translators who have a high
proficiency in English language; therefore, these words ought to be given a more uniform
translation and understanding. There should also be caution in handling these words as individual
words in maritime law as many of them appear more as multi-word units in the texts and thus
become more technical in appearance, for example, phrases such as “causes that exclude the
liability” and “being found responsible” or “transport agreement” or “contract of carriage” may be
familiar but they become sub-technical and semi-technical and need to be carefully used.

It is through corpus studies like this that linguists, translators and material writers would be able
to check and understand the differences in English maritime law from the general English language
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and be able to apply this knowledge within their field of activity (Scott, 1998). The novelty brought
by this paper consists in the choice of the corpus and in the use of the Text Content Analysis Tool in
an attempt to extract the specialized vocabulary of the discipline, to reveal the terminological
intricacy and to contribute to a better understanding of this specialized terminology within the field
of maritime law. This study proves that there is a need for small corpus studies to be carried out,
especially on language for specific purposes, as these types of studies provide insights which would
help in the production of better learning materials and in the teaching and learning process.
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Abstract

In the field of economy, transactions represent one of the fastest means available for improving
any company’s commercial and strategic position in the market. The context of technological
developments in recent years and the trend of globalization have largely influenced work in the
fields of goods and services. Currently, geographical factors are no longer an obstacle and
companies can expand their production without being influenced by state frontiers. International
mergers and acquisitions are, most often, joined by a true "cultural shock" " and must comply with
regulations on competition both nationally and internationally. Since the penalties imposed by
authorities in charge of competition regulations are substantial, both internationally and
nationally, this means that, when making mergers, one should be very cautious.

Keywords: Merger, acquisition, lucrative companies, penalty, competition
J.E.L. classification: K21

1. Introduction

When considering its origins, the concept of competition was formed and is being used in any
social relation. Legal regulations have taken it over from lay discourse, adding specific meaning to
adapt it to the features of economic life. In general, competition entails a confrontation between
opposing trends that actually converge towards the same goal.

Socially, there are extremely varied forms of competition. They display, inter alia, a situation of
vital competition, meaning the interpersonal conflict in which each individual tends to preserve and
develop themselves. There can also be a competitive opposition between individual and social
interests, between rights and obligations between selfless and selfish actions

The term competition is prone to having several meanings. More broadly, competition may be
regarded as an essential component of the concept of market economy, designating both the state
entailed by the collective competitive behavior of economic operators in the market, and the
competitive behavior of each one. Narrowly, competition should be seen as the free competition
between economic operators in a given market. Their products or services tend to satisfy similar or
identical needs of consumers, and competition is developed with the aim of ensuring the existence
or expansion of their trade.

In the field of trade, there is an increasingly urgent need to monitor competitive activity, at
national, European and global levels.

In most cases, the authorized bodies that monitor their compliance with legal regulations in the
field of competition also get involved in the economic cycle, more precisely in terms of the
methods used by each trader, this being a generic name, in order to make profit.

How can we protect the competitive environment in Europe in the field of company mergers
and acquisitions?

The European Council Regulation no. 1/2003 is extremely important in this field, as it

establishes a new set of rules for aligning national legislations to that of the European Community.
Before Romania’s accession to the European Union, this Regulation was not implemented, but
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national legislation transposed Community legislation and did contain elements needed for the
implementation of the provisions of the Regulation. However, since accession to the EU, according
to art. 249 of the EC Treaty, the regulations became directly applicable and binding, entailing
rights and obligations just like any national law "'

In this context, one of the most important principles set out in Regulation 1/2003, following
earlier decisions of the European Court of Justice, is that art. 81 and art. 82 of the EC Treaty are
directly applicable not only by the European Commission, but also by national authorities in charge
of competition practices and national courts, according to internal procedures.

Regarding the connection between national law and EU Community law, especially given the
fact that national authorities can apply both the Community law and the national law, the
Regulation establishes that national law must not lead to the prohibition of agreements, decisions
by associations of economic agents or concerted practices which do not fall under art. 81 par. 1, or
which may be exempted under Art. 81 par. 3. However, national authorities in the respective states
may apply stricter rules to stop unilateral behaviors of economic agents.

This Regulation introduces the procedure of commitments, meaning that, in case the
Commission identifies an agreement that violates art. 81, it can accept, from the respective traders,
their commitment to eliminate anticompetitive provisions, highlighted in the Commission's
preliminary assessment. In case of failure to observe the commitment, of changes in circumstances,
of discovery of other piece of information, the Commission may reopen the procedure. This
procedure does not affect the prerogatives of national competition authorities and of law courts in
Member States.

National authorities, including courts of law and the European Commission *" are each bound to
exchange information, including confidential data, being obliged to keep the secrecy and to use the
data exclusively for the purpose for which they were requested. Regarding national courts of law
that decide in cases referring to competition, Member States must send copies of their decisions,
after such decisions were communicated to the parties. National authorities in Member States, as
well as the European Commission, may submit written opinions and, with the permission of the
court, they can intervene orally. Also, courts may request information and the opinion of the
European Commission. Given the jurisprudence of the European Court of Justice, Art. 16 of the
Regulation provides that national courts cannot make, when implementing art. 81 and 82 of the EC
Treaty, decisions that are contrary to those of the European Commission. If investigations are
ongoing within the Commission, courts may decide to suspend decisions in cases whose solution
could entail the risk of issuing contradictory decisions.

[4]

The relation with national authorities in charge of competition:

Regarding the relation with national authorities in charge of competition, the EU Commission's
prerogatives have precedence. Thus, national authorities must inform the European Commission no
later than 30 days before the date of adoption of a decision under Articles 81 or 82. It is also
important to note that the initiation, by the Commission, of procedures for the adoption of a
decision under Articles 81 or 82, leads to the loss of competence of the national authorities to apply
Community law in the respective case; if the cause is pending a solution from national authorities,
the Commission can take over the case only after consulting the respective authorities.

Limited to presenting key aspects of Regulation no. 1/2003, it should be noted that all these
provisions were established to ensure a uniform interpretation of Community law at EC level,
given that, according to the previous provision of this Regulation, the European Commission held
the monopoly for the implementation of art. 81 and 82. In addition, the European Commission,
national authorities in charge of competition and national courts form, according to the Regulation,
a European network for the implementation of the competition law and they must work together in
order to create a competitive environment and a competitive internal market, according to the
objectives set forth and agreed upon in the EC Treaty.

The Competition Council plays an active role in that it makes decisions where it concludes,
after an analysis, that concerted actions were implemented although they are incompatible with a
normal competitive environment, and it may make any decision to return to the previous situation.
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The legal solutions in case of company acquisitions:

Mergers refer to the absorption of a firm by another firm. The acquiring company can decide to
keep their name and identity, taking over all assets and liabilities of the acquired company. After a
merger, the acquired or absorbed company ceases to exist as a separate business entity.
Consolidation is similar to merger, except that, by this operation, a new company is born. In the
process of consolidation, both the acquired company and the company that makes the purchase end
their legal existence and thus become parts of a new firm. When referring to these two concepts, it
is easily observed that there are similarities between them, and, for this reason, these types of
corporate reorganizations will simply be considered mergers. The advantage of a merger lies in the
fact that it is not necessary to transfer the property title for each asset individually from the
acquired company to the acquiring one. In addition, shareholders of both companies need to
approve a merger, noting that 2/3 of votes are necessary for the approval of a merger.Another way
to purchase a firm is by buying its shares. This process can begin with the purchase of smaller lots
of shares and may end with a public offer for purchasing the shares of the targeted company. The
public offer is made directly by the firm to the shareholders of the targeted company.

There are several factors that may influence the decision to purchase shares or a merger:

o[1MIn the case of share purchase, the shareholders' assembly (GAS — General Assembly of
Shareholders) is neither necessary, nor do their votes matter. If the targeted company's shareholders
do not agree with the offer, they are not asked whether they accept it and they do not have to sell
the shares they hold.

o[ 1MDuring a purchase of shares, the buying firm can deal directly with the targeted company's
shareholders through a public offer, without considering the option to get in touch with the
management or the board of the targeted company.

o[1MMIn some cases, managers of the targeted company display a certain opposition and this
behavior will increase the cost of share acquisition. Thus, costs are higher than the costs of a
merger.

o[ 1MFrequently, a small number of shareholders will hold an important lot of shares and thus the
targeted company may not be completely absorbed. The complete absorption of a firm by another
is accomplished through a merger.

Policy of the management in case of mergers and acquisitions: A firm may acquire another
firm by buying all its assets. The formal vote of the shareholders of the targeted firm is required
when their assets are bought. One advantage of this operation is that, although the firm that
acquires the shares must still face a minority of shareholders (in the case of purchase of shares),
this is not the case when buying assets. However, asset purchase entails the transfer of ownership
of each asset and this practice makes the transaction more expensive. A more general, but less
precise concept is the takeover. This operation refers to the transfer of control of a firm from a
group to another group of shareholders. Takeovers can occur through acquisitions, through exerting
control in the Board of Directors (BD) and through the privatization of public companies.
Managers of the targeted companies frequently seek solutions to oppose the takeover. These
actions against the takeover can be beneficial to the shareholders of the targeted firm if the buying
firm makes a tempting offer. Thus, the managers of the targeted firm will fight to preserve jobs.
Sometimes, the management can prevail if they improve the economic policies of the firm. Thus,
shareholders may have an advantage even if the takeover did not take place. There are several ways
in which the managers of the targeted firm oppose takeovers. One option is by changing the
statuses of the firm so that conditions for the approval of a takeover are as hard as possible to
fulfill, such as the obligation to have a large number of votes. In case of hostile takeovers, there are
several variants of defense.

The best option for preventing such hostile attitudes from the management is to set forth very
generous benefit packages for the management of the targeted firm, in the event of a takeover. The
disadvantage of this method, called "golden parachutes" in the literature, is that it will make the
takeover more expensive, and thus less attractive. However the costs entailed by the golden
parachutes represent only a fraction of the costs for acquiring a firm. There are cases when another
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tactic is used: in the literature, it is called the "poison pill" and is a sophisticated defensive tactic.
When a firm intends to make a purchase by buying shares amounting to approximately 20% of the
targeted firm, the latter will issue shares that will be distributed to shareholders at half price, except
to the firm that intends to purchase them.

Enforcement of competition policy within the European Union developed together with the
integration process. The transfer from a customs union to the single internal market was
accompanied by a fine tuning of the tools used in the competition policy. "’

Also, Art. 82 of the Treaty  on the Functioning of the European Union states that any abuse by
one or more economic operators, who find themselves in a dominant position within the common
market or in a substantial part thereof, is prohibited as long as it may affect trade between Member
States. Such an abuse may consist of:
imposing, directly or indirectly, the purchase or selling prices, or other unfair trade conditions;
limiting production, distribution or technical development to the prejudice of consumers;
in the case of trading partners, applying unequal conditions for similar transactions, thereby putting
some of them at a competitive disadvantage;
conditioning the signing of contracts upon the acceptance, by the partners, of clauses that entail
supplementary obligations which, by their nature or according to commercial usage, are not
connected to the subject of such contracts. "

Romania's Competition Law is in line with European legislation in the field and it extensively
refers, in Article 5 of the Competition Law no.21 / 1996, to the following types of anti-competitive
practices. As far as agreements between firms are concerned, from the legal point of view, there are
two categories:
> Legally structured agreements, which refer to agreements expressly or tacitly concluded between
operators;
> Not legally structured agreements, including concerted practices that refer to the conduct of
economic agents in order to adapt to the competitive environment.

Removal of competitors from the market, limiting or preventing their access to the market and
the free exercise of competition by other companies, as well as agreements not to buy or sell from /
to certain economic agents without a reasonable justification, is an anticompetitive practice
repelled at European and national level, both in Romania and in Moldova.

These competitive practices can be committed only intentionally, and it is then that they are
punishable by law. There are times when they can be committed by fault, such as limiting the
production, distribution, technical development or institutions (Art. 5 par. (1) letter (b)) according to
Law no. 21/1996 amended and supplemented. There are cases when deeds referred to in the
Competition Law and described as "anticompetitive" practices are punished by law as offences, if
such practices do not significantly affect the competitive environment. Agreements between two or
more economic agents may refer to the activity of supply of raw materials, conditions of
production, business activities or any other element of the market. In fact, by these agreements, the
aim is to increase profits by eliminating competition between the participants in the following
ways: restricting production, rising prices, dividing sale areas, etc. The concerted practice is that
conduct of economic competitors who adopt a similar behavior in the relevant market and this
leads to restricting, limiting or distorting competition, with no prior agreement between them.

As far as economy is concerned, agreements can be "horizontal" and "vertical".

= Horizontal agreements are made between economic competitors operating in the same
market or in the same market segment.

=> Vertical agreements are made between economic agents that are operating in different
markets or in different segments of the same market.

As a rule in the practice so far, we note that horizontal agreements may affect normal
competitive environment more than vertical agreements, which may also lead to economic
efficiency, as well as to beneficial effects on consumers. Accordingly, vertical agreements may be
included in the category of agreements that are exempted from the provisions of art. 5 paragraph (1)
of Law no. 21/1996, amended and supplemented. Other categories of agreements exempted from

non

the category of anti-competitive practices are: "agreements for exclusive distribution", "agreements
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for exclusive purchase", "research and development agreements","specialization agreements",
"agreements for transfer of technology and / or for the transfer of know-how", "franchise
agreements”, " agreements for distribution, servicing and parts during the warranty and post

warranty period for motor vehicles"," agreements in the insurance sector".

Economically concerted operations and the need to declare them at the Competition
Council:

Economically concerted operations would significantly impede effective competition in the
Romanian market or in a substantial part thereof, in particular by creating or developing a
dominant position. An economically concerted operation entails a lasting change of control.
This would stem from transactions such as the merger of two or more firms or parts thereof which
were independent before, getting direct or indirect control by one or more firms over another /
several other firms by acquiring shares / assets / contracts / etc. The internal restructuring within a
group of companies / firms is not an economically concerted action in terms of the Competition
Law.

Economically concerted operations exceeding certain limits of turnover must be declared at
and assessed by the Competition Council. The current limits in Romania are:

- The RON equivalent of EUR 10,000,000 for the aggregate turnover of the respective firms

and

- The RON equivalent of EUR 4,000,000 for the turnover in Romania, generated by each of

and at least two of the firms involved in the operation.

International transactions which take effect in Romania must also be declared at the
Commission if the turnover limit criteria are met.

Notification procedures to be undertaken before the Council of Competition can be simplified
when the transactions intended by the parties do not raise questions, as far as competition is
concerned. These procedures can be also extended, entailing certain investigations when the
problems to be analyzed are complex both in terms of operation and of affected markets.

After the Romanian Revolution in 1990", the merger has been widely used as a way of
reorganizing of the companies. From the beginning, it was taken al the legal measures in order to
ensure a legal protection of companies associates participating in the merger.

Conclusions

Mergers and acquisitions represent an important alternative to the strategies of internal
development of a firm, as this allows a speedy entry of firms in foreign markets, resulting in an
economy of "scale". They also allow the purchase of the needed know-how to enter a new field in a
short time. At the same time, these operations of business expansion provide the opportunity to
immediately have in place skilled and experienced staff "

As a general rule, the concerted operation that fulfills the criteria regarding the level of turnover
cannot be implemented until the Competition Council has issued a favorable decision.

An economically concerted action can be authorized provided that it does not impose significant
obstacles to competition in the market in Romania or parts thereof.

Economically concerted actions can be approved under certain conditions, especially if they
refer to certain agreements assumed by the parties, such as the lease of a business to a suitable
buyer, removal of connections to competitors, adding or modifying clauses of acceptance in certain
contracts.
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Abstract

Hugo Grotius, considered one of the fathers of public international law, was the one who tried
since 1625 to define the concept of asylum in the legal sphere in his writings, especially in his work
"De jure belli ac pacis.”

While internationally there is no concrete definition of the term asylum, the application for
asylum is considered a fundamental human right that emerges from legal instruments related to
this matter, adapted to the goal of cooperation of states at intergovernmental level and even
national level, according to art. 14 of the Universal Declaration of Human Rights, which stipulates
that "in case of persecution, everyone has the right to seek and enjoy asylum in other countries.
This right may not be invoked in the case of prosecutions genuinely arising from a crime or from
acts contrary to the purposes and principles of the United Nations "

Key words: fundamental rights, the right to asylum seekers, the right to receive.
J.E.L. classification: K33.

1. Introduction

Regionally, the right to asylum is regulated by European legal systems, namely the European
Court of Human Rights (ECHR), where, according to art. 3 of the Convention, "no one shall be
subjected to torture or to inhuman or degrading treatment or punishment", nor may remove a
stranger from their territory to a country where they risks exposing themselves to danger

Also, states must take into account the provisions of art. 8 of the Convention which refers to
respect for private and family life. Paragraph 1 provides that ,,Everyone has the right to respect for
his private and family life, his home and his correspondence. ", and paragraph 2 of the same article
provides that "There shall be no interference by a public authority with the exercise of this right
except such as it is required by law and constitute a democratic society, a necessary measure to
national security, public safety or economic well-being country, prevention of disorder or crime,
for the protection of health or morals, rights and freedoms of others. " States have the right to
control the entry and stay of foreigners and the possibility to take action to remove those affecting
public order and security. (European Convention on Human Rights, 1950)

The issue of asylum and the recognition as a refugee was under discussion by the European
Union as well, because the free movement of persons is an important pillar of it, not only with
regard to free movement of workers, but also citizens, stating their conditions of entry and
residence, as well as their rights and obligations.

Member States have not been prevented from taking measures they thought necessary on
asylum and immigration control. (Nastase et al, 2009, p. 180)

2. Historical aspects
The Dublin Convention of 15 June 1990, entered into force in 1997, ratified by 15 countries, is
a multilateral treaty concluded between the EU Member States who establishes the principle that a

single Member State is responsible for examining applications for asylum submitted by the same
person, the tendency being to create a common view of keeping a record of asylum claims.
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This procedure stops and prevents refugees to submit multiple applications for asylum to several
states.

EURODAC was established by Council Regulation nr.2725 / 2000 for the comparison of
fingerprints for the effective application of the Dublin Convention. This should create a database
on asylum seekers in countries of the Schengen area. Database can be accessed by any member of
the Schengen area to verify the accuracy of the data provided by asylum seekers.

Common rules of the European Union established criteria under which Member States should
decide when and if they can handle a request for asylum: to the country in which the family
members of the applicant live, the country living in at the time of submission, the country that
issued the visa or where the point of entry into the EU was.

With the Maastricht Treaty signed in 1992 and entered into force in 1993, the concept of
European citizenship was introduced, nationals of Member States are considered EU citizens. This
concept has been used to support the free movement of citizens and members of their families,
regardless of nationality, but retained immigration and asylum policies and the settlement of border
crossings through issues of common interest, under the third pillar of the treaty, emphasizing on the
concern for the security of states.

The Amsterdam Treaty, signed by EU countries in 1997 and entered into force in 1999, gave
new powers to borders, immigration and asylum fields in the European Union, including the visa.
Thus, with the entry into force of the Treaty, the asylum moved towards the first pillar of the
European Community.

According to the Universal Declaration of Human Rights, the United Nations General Assembly
adopted on 14 December 1967, the Declaration on Territorial Asylum which established the
principles on which the states must base their practices relating to territorial asylum, as follows.

- Member States are obliged to respect asylum granted by a State in the exercise of its sovereignty ;

- each State assesses the legal ground of the asylum, respecting relevant international instruments ;

- if a state can not grant asylum or continuation of asylum, other countries must take steps to
comply with its obligation;

- asylum seekers will not be turned away at the border, and if they entered the territory, they will
not be sent to another State where there is a risk of persecution ;

- States will not permit persons to whom they have granted asylum to commit acts contrary to the
principles of the United Nations.

In theory, the notion of asylum in public international law, can be defined as "the right of a
sovereign state to grant entry and establishment on its territory of foreign persons prosecuted in
their country for political activities, scientific, religious etc., that it is not in line with the legal order
of the State ”. (Gheorghe 1. et al, 2015, p. 18)

National legislation on asylum aims to establish the appropriate procedures through which
asylum seekers can receive international protection or who are those that can be sent back to their
countries of origin. The efficiency of the asylum system is essential in the process of protection.

If this system is fast, accurate and efficient, every asylum seeker who is truly refugee will
receive refugee status, while those who do not need international protection will not benefit from it
. (Adrian Nastase et al, 2009, p. 120)

The Romanian Constitution provides in Article 18, para. (1) that asylum is granted and
withdrawn under the law, but such a law has not yet been adopted. Romania complies with
international treaties and conventions on asylum to which it is part, namely the Universal
Declaration of Human Rights and the UN Declaration on Territorial Asylum. (Adopted by the
General Assembly on 14 December 1967)

According to Article 1. para. 2 of the Refugee Convention in Geneva in 1951, complemented by
the Protocol on Refugees, signed at New York on 31 January 1967, a refugee is ,,A person who
owing to a well-founded fear of being persecuted for reasons of race, religion, nationality,
membership of a particular social group or political opinion, is outside the country of his
nationality and is unable or, owing to such fear, is unwilling to avail himself of the protection of
that country; or who, not having a nationality and being outside the country of his former habitual
residence as a result of such events, is unable or, owing to such fear, is unwilling to return to it. .”

The two concepts have many similarities and differences that customize them and do not allow
to carry out any confusion. (Gheorghe et al, 2015, p. 20)
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Among the similarities we can mention that the two represent forms of humanitarian protection
of foreigners and are granted to bthe same type of people or foreigners persecuted for their
opinions, beliefs, their political affiliation or social group, race, religion, nationality or those who
are watching or if they have committed political offenses. Another similarity is that neither of the
two forms of protection can not be granted to persons who have committed crimes against peace
and humanity, war crimes or other crimes directed against the purposes and principles of the UN.

Tot o aseméanare o constituie si faptul ca cele doua categorii de beneficiari ai celor doua forme
de protectie primesc din partea statului de primire, regimul national pe care il detin cetatenii proprii
si se bucurd de aceleasi drepturi si obligatii. De asemenea, nici azilantii si nici refugiatii nu pot fi
expulzati.Another similarity is the fact that the two categories of beneficiaries of the two forms of
protection receive from the receiving state, the national regime their own citizens hold and enjoy
the same rights and obligations. Also, no asylum seekers or refugees can be expelled. (Gheorghe
et al, 2015, p. 23)

Because the two are more different than similar, the differences between them are more
significant.

The two institutions differ historically. Thus, asylum began to take shape in the sixteenth
century, while refugee status was barely mentioned by the UN Convention on Refugees in Geneva
1951.

Different is also the duration of the two forms of protection: the asylum is permanent , when
the refugee is one immediate counter to an imminent danger, but temporary.

Concluzionam ca un refugiat poate sd raména cu acest statut fard si dobandeasca si pe cel de
azilant, intrucat statul care a recunoscut unei persoane fizice statutul de refugiat este suveran sa
decidd dacd va acorda sau nu dreptul de azil aceleiasi persoane. We conclude that a refugee can
maintain this status without acquiring the asylum, whereas the state that recognized the individual
refugee status is sovereign to decide whether or not to grant asylum to the same person .

3. The institution of asylum procedure

The Regulation (EU) no. 604/2013 of the European Parliament and of the Council of 26 June
2013, known as the Dublin Regulation is applied in 32 European countries and was designed to
establish which Member State should examine the asylum application lodged by nationals of third
countries .

Thus, a citizen of a third country or a stateless person may submit first a request for
international protection in the Member States in Romania. Filed application is analyzed by the
Romanian authorities, and during its analysis, the citizen leaves the Romanian territory illegally
and reaches Austria. The person is applying for international protection in Austria. At the time this
person appears with a request for international protection lodged in both Romania and Austria.
Given that the application for international protection lodged in Romania was the first application,
Romania will be the Member State which has jurisdiction to consider the request for international
protection lodged by third-country national or stateless person in Austria. Therefore, the citizen in
question will be transferred to Romania.

According to EU law, the 4" Article of the Dublin Regulation, asylum seekers have the right to
information regarding: applying for asylum only in one Member State, movement from one
Member State to another during the process examination of the application for international
protection, the right to a personal interview, the possibility of transmitting information to family
members, relatives or other persons in a relationship of familiar nature with them, the opportunity
to challenge a transfer decision and submitting, where appropriate, an application to suspend the
transfer, the right of access to personal data, and to request that inaccurate data relating to the
person be deleted if they have been illegally processed and procedures to be followed for the
exercise of such data .

This information is communicated in writing in a language that the applicant understands or is
supposed to understand.

The Dublin procedure takes from two weeks to two months. The Third-country national will be
transferred to a period of 6-18 months to the Member State which has assumed responsibility,
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where the procedure for international protection of that country will take place.
(http://igi.mai.gov.ro/detalii/pagina/ro/Procedura-Dublin/108 accesat 11 aprilie 2016)

The Eurodac system is a tool that works since 2003 following the adoption of Regulation (EC)
no. 2725/2000 of 11 December 2000 concerning the establishment of 'Eurodac’ for the comparison
of fingerprints for the effective application of the Dublin Convention.

It has been improved by the adoption of Regulation (EU) no. 603/2013 of the European
Parliament and of the Council of 26 June 2013 concerning the establishment of 'Eurodac' for the
comparison of fingerprints for the effective application of Regulation (EU) no. 604/2013
establishing the criteria and mechanisms for determining the Member State responsible for
examining an application for international protection lodged in one of the Member States by a
third-country national or a stateless person and the demands of the law enforcement Member States
and Europol for comparisons with EURODAC data to ensure law enforcement and amending
Regulation (EU) no. 1077/2011 establishing a European Agency for the operational management of
large-scale IT systems in the area of freedom, security and justice, which entered into force on July
20, 2015.

The asylum application must be examined under the procedural provisions, under Directive
32/2013 / EU on common procedures for granting and withdrawing international protection, and on
the basis of Directive 95/2011 / EU minimum standards.

Applicants for international protection are entitled to free legal and procedural information
under Directive 32/2013 / EU on asylum procedures and in the case of a negative decision at first
instance, Member States shall provide, on request, additional information to clarify the reasons for
such decisions, and how to appeal.

Legal assistance and representation are granted free of charge, both at first instance and on
appeal procedures. They may be refused if a court or other competent authority considers that the
applicant's appeal has no tangible prospect of success. In the latter case, under Article 20 of
Directive 32/2013 / EU, Member State shall ensure that the applicant is entitled to an effective
remedy against that decision before a court

4. Conclusions

Analyzing from a political perspective the asylum, we conclude that it shows a number of
benefits and drawbacks. Thus, the expulsion of any refugee seems odious given that his life or
personal liberty would be threatened on account of race, religion, nationality, membership of a
particular social group or political opinion, but sometimes it is necessary and mandatory, if put in
threatening the national security and safety of the state, the European Union and prejudices
purposes and principles of the United Nations.

However, no matter how positive or negative the asylum is, attention should be directed on the
obligation of each Member State to provide hospitality and to restore the civil rights of asylum
seekers.

At European level, it is necessary to adopt concrete and effective measures at the EU borde for
the r management of migration flows. Meanwhile, it is necessary to improve the response capacity
of the EU to external borders issues through consultation with Member States, in accordance with
current national and international legislation.

Astfel statele membre ale UE trebuie ajutate in eforturile lor de a consolida capacitatea de
primire, sistemul de azil si de gestionare a frontierelor externe cu respectarea deplind a drepturilor
omului si cerintele de sigurantd, resurse financiare adecvate si logistica necesard intaririi
capacitatilor tarilor din Balcani, de a gestiona frontierele pentru primirea azilantilor si asigurarea in
mod corect a fluxurilor viitoare de azilanti. Sa se instituie pe viitor cooperarea cu tarile lider din
zona din afara UE, de exemplu Turcia, care este o veritabila tara de tranzit.

Thus the EU Member States should be assisted in their efforts to strengthen reception capacities,
the asylum system and management of external borders in full respect of human rights and safety
requirements, to find adequate financial resources and provide logistics capacity building of the
Balkan countries, to manage borders for receiving asylum seekers and ensuring correct future flows
of asylum seekers and to establish future cooperation with leading countries in the area outside the
EU, for example Turkey, which is truly a transit country.
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Abstract

Among the fundamental rights of "third generation” rights of solidarity, the right to a healthy
and ecologically balanced environment is characterized by a special dynamicof its recognition and
its legal guarantee. Originally internationally proclaimed , constitutionally and legislatively
recognized by states, this right is perceived with difficulty, judicially, by the system of the European
Convention on Human Rights and Fundamental Freedoms and by European law. In the absence of
specific legislation, it is recognized and guaranteed, especially through procedures and
Jjurisprudence.

The Stockholm Conference of 1972 organized by the UN and its decisions have spurred socio-
economic and legal-constitutional concerns of consecration of environmental protection. Virtually
any constitution that was adopted or substantially modified after that time also included provisions
on the environment.

In this regard, more frequent constitutional consecration is positive and paves the way for his
inclusion among post-modern fundamentals right. It is considered that the right to environment is a
subjective right to third parties whose compliance with can be requested by any natural or legal
person, public or private.

Key words:fundamental rights, environmental protection, the right to a healthy environment.
J.E.L. classification: K33.

1. Introduction

Although international regulations are important, the procedural safeguards to effectively
achieve goals are that the fundamental right to a healthy environment is reduced to the procedural
dimension at EU level, where in the past decade several documents were tools for the
implementation of environmental policies, complementing the legislative environment. However,
although the right to a healthy environment is not stated in the European Convention on Human
Rights, the European Court of Human Rights did not hesitate to rule in cases involving violations
of this right, because it represents an interference in the private lives of individuals. (Mazilu, 2006,
p. 121)

Legislative developments require the establishment of insurance on environmental issues, to be
signed necessarily by companies that have activities dangerous to the environment and optionally
for other companies, so no matter who causes environmental damage, the existence of
compensation for the affected and taking action to limit the damage to restore affected items would
be certain

What can not be denied is that clear and strong legislation is needed to protect the environment.
The environment has given us some warning signals and continues to do so and the duty of
decision makers is to find the best policy solutions to ensure a healthy environment.

2. Guaranteeing the right to a healthy environment in Europe

The Community treaties do not expressly mention the right to a healthy environment. To protect
such an essential right, the European Court of Justice was often inspired from the constitutional
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traditions common to the Member States of the Union and from international treaties to which they
are parties. The key treaty in this respect is the European Convention on Human Rights.

The phrase "environment" is not reflected in the wording of the European Convention of Human
Rights, much less the concept of the right to a healthy environment, so you might say that the right
to a healthy environment is not part of group rights and freedoms they generate.

Thus, the Convention does not state directly whether an individual has a right to a healthy
environment. In fact, the first environmental causes, that were advanced to the Court were based on
the idea that the Convention does not provide for the right to protect the environment or
environmental quality standards. Most times, the Convention has been used as support for
numerous applications, whose object was to provide an acceptable level of environmental quality

The main issue is whether individuals may require a subjective right to a healthy environment,
with a corresponding obligation of States before an international judicial body. What latel the
Convention organs wanted is changing the right to a healthy environment in an individual right
protected by the Convention. Council of Europe member countries did not accept an additional
protocol to the Convention to consider this right as they do with other fundamental rights. (Dutu,
2007, p. 232)

Analyzing the European Court of Human Rights jurisprudence, we found that the violation of
the right to a healthy environment in relation to other fundamental rights expressly enshrined was
discussed, such as the right to life, right to privacy and family life, right to property, the right to a
fair trial the right to freedom of expression.

The European Court of Human Rights has identified, both through its jurisprudence and the
European Commission, that certain types of degradation of the environment with serious
consequences for individuals, or even failure of public authorities to obtain information about the
risks that may arise in connection with the environment and which individuals are exposed to, may
constitute a violation of other rights protected by the Convention, such as the right to life enshrined
in art. 2 of the Convention, the right to respect for private and family life enshrined in art. 8
paragraph. 1, or property rights, stipulated in art. 1 of Additional Protocol No. 1.

ECHR case law establishes that when a government engages in conduct of hazardous activities,
such as nuclear testing, which could have "adverse consequences hidden" on the health of people
attending, compliance with art. 8 involves the installation of an "effective and accessible
procedure” to allow those concerned to seek adequate information . (Popescu, 2006, p.120)

The Convention, art. 10, obliges states to provide environmental information to the public,
which, by their nature, are not directly accessible and which would not otherwise be made known
to the public than through public policy action. Thus, it acknowledged the existence of the right to
environmental information.

The right to a healthy environment requires committing to obligations to protect the
environment. As fundamental rights form the content of the relations between individuals and the
state, it means that these rights generate corresponding obligations to the state which recognizes
and guarantees. So goes out the obligation of states to take appropriate legal, administrative and
other measures necessary for the implementation of the right to a healthy environment (Petrescu-
Mag, 2011, p. 231)

The content of this right is the evident obligation of each individual to prevent pollution,
cessation of any activity that produces pollution and repairing the damage suffered by this
pollution, but also a collective dimension, which implies an obligation of States to cooperate in
preventing and combating pollution, protect natural environment, regionally and internationally.

In terms of human rights, the right to a healthy environment and quality is a fundamental new
feature whose nature does not change with time or due to changes in circumstances.

3. International Environmental Concerns
The interest in environmental issues appeared in 1972 at the first United Nations World
Conference held in Stockholm. This was the first global environmental conference, attended by

delegates from 114 countries. The most important document adopted at the Conference was " The
environmental statement" which comprises of 26 principles on the rights and obligations of States
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in this field and means of developing international cooperation.

The importance of it is that the document clearly states, for the first time, the link between
environmental protection and human rights.

Thus, Principle 1 of the document states that "Man has the fundamental right to freedom,
equality and living conditions satisfactory in an environment whose quality allows him to live in
dignity and prosperity. He has a sacred duty to protect and improve environment for present and
future generations (...) " The document establishes a link between human rights and environmental
protection, the latter quality being an essential factor for ensuring a satisfactory life, but,
nevertheless, not directly recognizes a right to environment. Stockholm Conference had the merit
of having addressed the issue of environmental protection (Marinescu, 2008, p. 90).

From an institutional point of view, the bodies established by the UN or UNEP and the
Environment Fund, helped financially actions in favor of the environment and played a
coordinating role for international organizations, both for the United Nations system and regional
ones.

Among the main organization established by the UN are the Environment UN Programme and
the UN Commission for Sustainable Development. The United Nations Environment was
established immediately after the United Nations Conference on the Human Environment held in
Stockholm in 1972, and covers the following areas: assessing the state of the environment,
conservation and protection of biodiversity, chemicals management, water protection, coastal
protection, protection soil, protection of the ozone layer, climate change, sustainable energy, urban
pollution, industrial pollution control, sustainable consumption . (Dutu, 2007, p. 230)

Under the auspices of the UN, a number of international documents that have governed
international cooperation in different sectors of environmental protection were developed and
adopted.

UN Conference on the Law of the Sea, by adopting the Montego Bay Convention of 10
December 1982, established the legal framework of the protection of the marine environment from
pollution. Other general rules were contained in other international instruments developed and
adopted under the auspices of the UN. Thus, the Geneva Convention of 18 May 1977 banned the
use of environmental modification techniques for military purposes or any other hostile purpose. It
also concerned covering any technical modification due to a deliberate manipulation of natural
processes, the dynamics, composition or structure of the Earth, including its biotopes

The Convention signed in Aarhus on 25 June 1998 on Access to Information, Public
Participation in Decision-making and Access to Justice in Environmental Matters presents a special
contribution in the justness of the right to a healthy environment at European level, of particular
importance because it recognizes " that everyone has the right to live in an environment adequate to
its health and welfare (...) ", and" considers it to be able to maintain this right (...) citizens must
have access to information, be entitled to participate in decision making and to have access to
justice in environmental matters (...) ". By Decision 2005/370 / EC,, the Aarhus Convention was
approved on behalf of the Community, signed by the European Community and its Member States
in 1998. The Convention, in force since 30 October 2001 based on the idea that more raise
awareness and citizen involvement in environmental issues will lead to better environmental
protection . (Dutu, 2007, p. 230)

Thus, the Convention establishes rights and obligations regarding access to information,
especially regarding deadlines for submission and the grounds on which public authorities may
refuse public access to certain types of information. Refusal may be admitted if the public authority
does not hold the requested information; if the request is unreasonable or formulated in too general;
if the request relates to documents that are not yet developed.

4. Conclusions

The fundamental right to a healthy and ecologically balanced emerged from the ECHR case law
interpreting the way of art. 8.1. and art. 6 of the European Convention and is considered an
individual right, in the category of "civil rights". Since it is not considered an intangible right, it
may be exempted in exceptional circumstances, and States Parties may limit it by statute.

Looking at case law of the European Convention on Human Rights we can see that they
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discussed the violation of the right to a healthy environment in relation to other fundamental rights
enshrined expressly.
In conclusion, there is no provision in the Convention and its additional protocols to explicitly the
right point to a healthy and ecologically balanced environment.

By decision Lopez-Ostra v. Spain 1994 European Court of Human Rights opened its doors in
terms of human rights protection against environmental pollution. This judgment is the first indirect
recognition by the violation of Art. 8 in context of pollution, of the existence of a human right to a
safe and healthy environment .(Popescu, 2006, p.120)

The text of the International Declaration of Human Rights and the environment, adopted in
Geneva in 1994 ranged important determinations of the content fundamental to a healthy
environment. According to the doctrine, the document is based on the principles of the most
important international documents on human rights and the Stockholm Declaration of 1972, the Rio
Declaration and Agenda 21 in 1992.

In terms of human rights, the right to a healthy environment and quality is a relatively new
fundamental right, whose nature does not change with time or due to changes in circumstances.
Moreover, the universal respect of human rights and fundamental freedoms was expressly
proclaimed as part of the common interest of the entire community. Moreover, it should be
acknowledged and recognized that the right to a healthy and ecologically balanced environment is a
natural right, with the same fundamental importance as the right to property and in close
connection with it

Given the importance of this right and the need to cover shortages caused by the fact that he
does not enjoy an express consecration within the Convention, the European Court of Human
Rights has used the technique of "protection by default” that allowed the extension of the protection
of rights guaranteed by the Convention on rights which are not covered by it.

The European Convention on Human Rights, which recognizes civil and political rights and
freedoms, guarantees the right to a healthy environment as a right of third generation rights falling
within the category of solidarity. Through broad interpretation of the goal of rights expressly
regulated by the European Court of Human Rights, the right to a healthy environment was linked to
the right to privacy and considered a component of this right, thus leading to indirect protection of
environmental right. (Petrescu-Mag, 2011, p. 231).

After two decades since the first world conference on environmental protection, despite the
results achieved in terms of international cooperation, the planet's environment has continued to
deteriorate in a general way, and a new measure, namely, the second conference of United Nations
on environment and development was held in Rio de Janeiro in 1992. The Declaration is largely
similar to the one in Stockholm, enshrining rights and responsibilities of states in relation to
environmental protection. The most important invocation of the document consists of conjugation
of two words; henceforth environmental protection and development are closely related .

The Rio Declaration of 1992 has not achieved any progress in recognizing material right to a
healthy environment, the document is relevant because its provisions enshrine a series of rights that
are considered procedural rights derived from the substantive right to the environment: the right to
access environmental information, public participation in decision making and access to justice in
environmental matters. (Dutu, 2007, p. 230)

The first international legal instrument which explicitly enshrines the right to the environment
was adopted by the Conference of African Unity in determining the "African Charter on Human
and Peoples". The document is important because it comes from a cooperative structures belonging
to third world countries where due to economic and social difficulties environmental concerns are
not a priority(Brasoveanu, 2014, p. 190)

The existence of an adequate institutional support is useful for both development and adoption
of legal rules governing international cooperation on environmental protection and ensuring their
subsequent completion and compliance.

Institutional cooperation on the environment is expressed especially through the "network" of
international intergovernmental organizations. Regarding the involvement of NGOs,
intergovernmental nature of the vast majority of international organizations is a limit.

The oldest and most comprehensive European organization was created as a subsidiary body of
the UN Economic and Social Council in 1947 in anticipation of the reconstruction of Europe,
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raising economic activity continental and international changes.

The state of the environment directly affects our lives and health. It takes responsibility to
breathe clean air, clean water to drink and to use the conditions of life that nature offers us.
Therefore, in order to live in a healthy and prosperous environment, it is our duty to maintain the
natural balance of the environment and help to purify and protect areas affected by pollution.
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Abstract

The arrangements of regional economic integration have substantially reconfigured the pattern
of global economy after the Second World War, due to their structural effects, but especially to the
new forms of interdependence which they have created between economies. Our study is based on
the hypothesis that the economic integrated areas are more attractive to investors, especially to the
large ones such as multinational corporations. Analyzing the flows, respectively the ratio of inward
stock of foreign direct investment to GDP in EU, and Romania, as well as the main indicators
assessing the presence of multinational corporations in the Common Market and in our country
too, we have found that the creation of a larger market and deepening of economic integration has
fuelled a stimulus for investments, although the preference of investors, especially of the non-
Europeans, have been quite highly concentrated on certain locations/countries.

Keywords: international business, multinational corporations, European integration
J.E.L. classification: F21, F23

1. Introduction

During the post-war era, under the impetus of the initiation and the deepening of the integration
process in Western Europe, Regional Integration Agreements (RIAs) have proliferated, capturing
the attention of academicians through their effects upon participating countries, but also on the
third countries. Among other things, a growing body of literature frequently argues that the
formation of a larger market creates a stimulus and increases the opportunities for investments
(Brown, 2000, p. 401; Dunn & Mutti, 2004, p. 172; Pugel, 2004, pp. 253-254; Carbaugh, 2008, p.
271). If such investments require a certain level of sales to ensure their profitability, then the effect
of gaining advantages from scale economies can lay at the basis of the decision of investment; this
decision is also influenced by the opportunities which intense competition on the larger market
offers for the reduction of production costs (Pugel, 2004, pp. 253-254).

As regards the flows of Foreign Direct Investment (FDI), the response to a RIA depends to a
large extent on the changes that occur in the business environment and the location advantages of
participating countries (Blomstrom & Kokko, 1997).

Obviously, some FDI have been and continue to be motivated mainly by the desire to elude the
barriers to trade, in which case a larger market creates an optimum environment for implantation of
the foreign firms. In other cases, FDI are motivated by the desire of investors to exploit the
input/output markets from outside the national boundaries through the activities in which the
affiliates are the most efficient organizational structure (Blomstrom & Kokko, 1997).

Investigating the potential effects of RIAs in the various time horizons, Baldwin & Venables
(1995, p. 1614) have identified the possibility for the occurrence of investment creation and
investment diversion, as important effects in the medium term; in addition, the potential for such
effects was one of the central issues of the public debates on the RIAs especially in North America
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and Europe.
2. A brief perspective on the inward investments pattern in the EU

At the origin of the project of European integration was the conviction that economic and
monetary integration, ensuring the four freedoms of movement aforementioned in the Rome Treaty
(1957), will create an environment conducive to developing of trade and investment flows, which
will mutually reinforce each other (Liebscher, 2007, pp.3-7). Liebscher suggests that the closer
linked the countries will be through trade and investment, the more synchronized their business
cycles would be, which could compensate the costs generated by the loss of autonomy in the
common trade policy and monetary policy. Empirical evidences show that those RIAs which have
given rise to large sized markets, like the European Community, have indeed attracted significant
inward flows of FDI. In this respect, Ireland is a relevant example; after its accession to the EEC
(1973) Ireland has attracted multinational companies which have used it as a platform for the
exports to the rest of Europe. Before 1993, the affiliates of foreign companies achieved around
63% of the gross production and hired about 45% of the total labor force in manufacturing sectors;
the most affiliates had their parent companies in USA (40%), Great Britain (16%), and Germany
(15%) (Barry & Bradley, 1997).

As regards the FDI, in 1970 Ireland were attracting only a modest flow (32 million US dollars);
starting with 1973 (52 million USD), the trend has become ascendant and has reached the level of
45207 million dollars in 2012; from another point of view, the stock of FDI has increased from
35444 million USD in 1980 to about 369168 million USD in 2014 (UNCTAD, 2016). The USA
and UK have kept their "top" positions as "parent" countries with more than a half of the flows of
foreign investments in Ireland; in 2005, USA contributed with 35,000 million dollars to the flows
of FDI that fuelled the Irish economy, followed by Great Britain with about 34,000 million dollars
(UNCTAD, 2007).

A similar phenomenon has also been noticed after the creation of the European Single Market;
foreign investments flows towards the economies of Western Europe have been considerably
invigorated; it is expected to be maintained this trend in the coming years too, especially if efforts
for deepening of common market will materialize (UNCTAD, 2016).

We believe that, as Chesnais, et al. (2000, p. 4) argues, a more relevant indicator of the
attractiveness of an economic space is the ratio of inward stocks of FDI to GDP; data compiled in
Figure 1 shows that after the launch of the Single Market Program (1986) this indicator has
recorded a constantly ascendant trend.

Figure no 1. Ratio of inward stock of FDI to GDP in EU 28 (%)
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Source: Calculated using (UNCTAD, 2016)

To illustrate this tendency first we can invoke the example of those countries which, in 1986,
were already EEC members, such as the United Kingdom, Belgium, Denmark, France, the
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Netherlands; but conclusive is especially the example of countries which have joined later the
European Economic Community such as Austria, Finland, Sweden etc. in which the FDI flows
have become more consistent after the moment of their accession to the EU. The augmentation of
the attractiveness of the countries which are part of RIAs is a phenomenon also highlighted in other
parts of the world. Thus, another example is Mexico; investments boom was strong after the
Agreement of NAFTA has entered into force; so, if in 1992 foreign investments in Mexico was
only about 4393 million dollars, in 1994 they reached 10973 million US dollars; in the last years,
the inward flows of FDI have increased to about 44627 million USD in 2013 (UNCTAD, 2016).

Mexico continues to be, alongside with Brazil, the main receiver of FDI in Central and South
America. In 2010, for example, in Mexico were operating about 6364 affiliates of some foreign
companies, which constitute more than 35% of total foreign affiliates in Central and South
America; the next was Brazil, in which were operating about 4547 foreign affiliates (25 % of total
affiliates in Central and South America) (UNCTAD, 2011).

At the same time, in the European Union were operating about 310074 affiliates of
multinational corporations, accounting a share of around 83 % of total foreign affiliates in the
developed economies and about 34% of the total foreign affiliates in the world (UNCTAD, 2011).

The distribution of both the parent companies, and the affiliates located in each of the 28
Member States is exposed in the following figure.

Figure no 2. MNCs in EU in 2010
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We can take note of the fact that Czech Republic, United Kingdom, Hungary, France, Germany,
the Netherlands and Italy are the most attractive countries to MNCs. The preference of non-
European investors (especially of those from the USA, Japan and Canada) for the EU economic
area is highly concentrated on UK; in fact, unlike the other EU members, UK has attracted more
investments from outside the EU than from the inside (Chesnais, et al., 2000, pp. 3-9).

Jones & Wren (2006, p. 22) explain this propensity mainly describing the UK as a "natural
destination" for MNCs, created by the English language and the potential of the British market.
Furthermore, we could mention the geographical location of the UK, its tradition of the most
powerful trading nation in the world, the historical relations between the USA and the United
Kingdom a.s. In the next years, as the common market has extended, U.S. companies and not only,
have also focused their interest towards other European countries, among the most preferred being
Germany and France (considered, from the political point of view, the engine of integration),
Ireland, the Benelux countries etc. (Jones & Wren, 2006, pp. 22-25). More recently, the new EU
Member States have begun to captivate the Non-European investors.

3. The Case of Romania

In 1993 Romania has engaged on the road to EU accession signing the European Agreement;
the year 2000 was the moment of the official launch of the negotiation process for accession of our
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country to the EU, and later (2002, 2003) The European Council has also stated its formal support
for the attainment of this objective. These first steps seem to have had an echo in the business
environment. So, the empirical evidences show that the inward FDI flows have increased
considerably since 2004, reaching a peak in 2008 (13492 million of USD); on the other hand,
inward stocks of FDI have raised constantly after the year 2000, exceeded 74 million of USD in the
most recent years (UNCTAD, 2016).

As regards the ratio of the inward stocks of FDI to GDP, Romania is below the European
average, but we can see in the next figure that the gap has considerably reduced starting with the
previous years of accession, thus joining the trend in other EU economies.

Figure no 3. Ratio of inward stock of FDI to GDP in Romania and EU 28 (%)
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The presence of MNCs in Romanian non-financial sectors is assessed through a set of indicators
of whose values for the post-2003 period, shown in figure 3, support the conclusion that the

initiation of the procedure for EU accession has fused the interest of foreign corporations toward
Romania.

Figure no 4. The main indicators of foreign control of enterprises in Romania during
2003-2013 (non-financial sectors)
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Thus, after the year 2003 the growing of number of foreign controlled enterprises, the value of

the production in these businesses, and the augmentation of value added in these entities have
become much more evident. The relative importance they have in the Romanian economy (figure
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4) is reflected by their quite high contribution to value added (about 40%); from this point of view,
Romania is ranked on the 6™ position of all the EU Member States, after Ireland (56%), Hungary
(51.8%), Estonia (43.7 %), Czech Republic (42.9%), and Luxembourg (42.4%) (EC, 2016). But,
due to the fact that these entities absorb only 22 % of total employment, we are entitled to
formulate the conclusion that in Romania MNCs are most significant attracted by the sectors which
use performant technology (knowledge-intensive sectors) (EC, 2016).

Figure no 5. Value added and employment in foreign controlled enterprises in Romania after
EU accession (non-financial sectors)
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Prior to the year 2000, the attraction of big foreign investors for the Romanian business
environment has been pretty modest. More than that, as shown above in figure 3, before 1990
stocks of FDI in Romania were null. The most business relations with foreign MNCs took the form
of economic cooperation (coproduction, commercial licenses), and France (by companies such as
Renault, Citroén, Aerospace) seems to has been the most preferred partner of the former
communist regime (Chivoci, 2015).

4. Concluding remarks

The economic architecture of European Union is founded mainly on the Single Market as a
business environment thought to fulfill the free movement of goods, but also of capital, services
and persons. During the time, the advantages offered by this economic area, especially the
opportunities derived from the exploitation of economies of scale and enhancement of efficiency
have attracted the interest of investors of a large scale such as multinational corporations. MNCs
are omnipresent actors in the European economy, their operations covering almost all the economic
activities. Empirical evidences illustrate clearly that the expectations that have fuelled the project of
European construction have materialized in the growth of trade and investment flows as the
deepening of the common market. The focus of investors was fairly concentrated on certain
locations/countries (UK, Germany, France, the Netherlands, etc.), depending on the advantages of
location and other specific factors (e.g. language, stability of the business environment, the
structure of the ex-ante investment flows s.0.). Another conclusion of the study is that in the vast
majority of countries which have acceded to EU, including in Romania, the boom of investments
was triggered in the ante-accession years, and the veil has also maintained after that moment,
depending on the regional or global economic conjuncture, too.

As regards our country, signing the European Agreement (1993) has outlined a perspective that
has created a stimulus for investors; the statistical data highlights beyond doubt that starting from
the middle of the 90s, the ratio of the FDI inward stocks to GDP has increased continuously.
During the same time, and especially after 2000, the presence of MNCs in the Romanian economy
has become more and more visible; in the last few years their contribution to the creation of value
has reached about 40% of total, but the lower rate of employment allows us to conclude that the
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interest of these large economic actors are focused mainly to the knowledge-intensive sectors, in
which they could valorize the most effectively their technological advantages, and lesser to the
labor-intensive sectors.
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Abstract

In 2007, the Cohesion policy promised to improve the attractiveness of cities across the
European Union, addressing issues such as their accessibility, adequate services and environment
preservation. Now that the programming period is concluding, achievements made in this direction
must be scrutinized in order to assess if indeed the expectations of citizens living in these cities
were met or not. In this context, the paper focuses on the capital cities of 2 countries for which
2007-2013 was the first programming exercise of structural and cohesion funds, namely Sofia and
Bucharest. The paper presents an analysis of the projects implemented in these cities by the local
authorities, comparing the results to the expectations of their citizens as reflected by the main
conclusions of the surveys regarding the quality of life published by the European Commission in
2007. The analysis aims to contribute to the further improvement of the future Cohesion policy.

Key words: structural funds, regional development, quality of life, cohesion policy, partnership
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1. Introduction

Both Bulgaria and Romania joined the European Union (EU) in 2007, becoming at the same
time beneficiaries of the Cohesion policy, a policy that addresses the development gaps between
the different regions of the EU. Before the beginning of the implementation period, the European
Commission presented the main priorities of the policy, which included, among other, the
improvement of the attractiveness of cities, focusing on accessibility, level and quality of services
provided and environment preservation (European Commission, 2006, p.14).

In Romania, under the objective of Convergence, 7 operational programmes were designed and
implemented. These programmes had an initial allocation of EU funds of 19.213 million euros and
targeted investments in areas such as transport, environment, human resources, administrative
capacity, development of the regions, competitiveness and technical assistance for the authorities
involved in the implementation of the programmes (Government of Romania, 2007, p. 154).

In Bulgaria, a similar list of 7 operational programmes was created for 2007-2013, covering the
development areas mentioned above and having a total initial EU allocation of 6.674 million euros
(Republic of Bulgaria, 2007, p. 103).

The capital cities of both Bulgaria and Romania, namely Sofia and Bucharest, benefitted from
the EU assistance within the 2007-2013 operational programmes. The purpose of this paper is to
analyze whether this financial assistance focused on the areas of development considered important
by their citizens or not and if any improvement in the citizens’ perception has been achieved
between 2006 and 2015.

2. Methodology

The analysis presented in this paper was performed in 3 stages. First, the expectations of the
citizens of Sofia and Bucharest were identified from the main conclusions of the survey regarding
the quality of life published by the European Commission in 2007. The survey was performed on
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500 individuals, randomly selected from each city (in this case Bucharest and Sofia), who answered
23 questions regarding life’s quality in the city (European Commission, 2007, p. 3). The
expectations were built on the areas where the perception of the citizens was negative (over 50%
degree of dissatisfaction).

In the second stage, the response of the local authorities was established, in terms of projects
implemented by the municipality and administrative subdivisions of the municipality in both
Bucharest and Sofia. The projects implemented in Sofia were identified using the national database
of projects, fed with data from the Bulgarian monitoring system of structural instruments, publicly
available at http://umispublic.government.bg/prProcedureProjectsInfo.aspx ?op=-1&proc=-
2&clear=1. Three cumulative criteria were used in the selection of projects: projects implemented
by the Municipality of Sofia, projects that focus on the city of Sofia and not on the other districts of
Sofia metropolitan area and projects finished or in implementation.

The projects implemented in Bucharest were identified using also the national database of
contracted projects, made available at http://old.fonduri-ue.ro/baza-de-date-proiecte-contractate, by
the Romanian Ministry of European Funds. This searchable database is fed with information from
the Romanian monitoring system of structural and cohesion funds SMIS. The projects were filtered
by location (Bucharest city) and then by beneficiary (Municipality of Bucharest and the city halls
and councils for the 6 administrative subunits of Bucharest).

The projects identified were grouped into categories according to their scope, the amounts
actually spent being transformed from the national currency (lei and leva) into euro using the
Inforeuro exchange rate for May 2016.

Finally, in the third stage, the projects were mapped on the main causes of dissatisfaction of the
citizens of Sofia and Bucharest, as expressed in 2006. In order to observe any improvement in their
perception, following the implementation of the projects, the results of a similar survey published
in 2016 by the European Commission was used.

3. Results

According to a survey performed in 2006, most citizens of Bucharest (79%) and of Sofia (87%)
were satisfied, in general terms, with living in their city (European Commission, 2006, p.5).
Nevertheless, the survey also highlighted some areas causing large dissatisfaction among citizens,
as reflected in Table 1.

Table no. 1 Main causes of dissatisfaction of citizens in 2006

Sofia Bucharest

1. Air pollution in the city (92% dissatisfied) 1. Air pollution in the city (91% dissatisfied)

2. Cleanness of the city (90% dissatisfied) 2. Good and reasonably priced housing (87%
dissatisfied)

3. Noise (80% dissatisfied) 3. Noise (81% dissatisfied)

4. Public green spaces (74% dissatisfied) 4. Cleanness of the city (81% dissatisfied)

5. Good and reasonably priced housing (70% | 5. Healthcare services in hospitals (63%

dissatisfied) dissatisfied)

6. Public transport (67% dissatisfied) 6. Administrative services (61% dissatisfied)

7. Administrative services (60% dissatisfied) 7. Finding a good job (59% dissatisfied)

8. Sport facilities (55% dissatisfied) 8. Public transport (53% dissatisfied)

9. Healthcare services in hospitals (53% | 9. Healthcare services offered by doctors (52%

dissatisfied) dissatisfied)

Source: http://ec.europa.eu/regional_policy/sources/docgener/studies/pdf/urban/survey_annex.xls

In both cities, the first cause of dissatisfaction was the pollution of the air, over 90% of
respondents declaring themselves dissatisfied in this respect. Although, the causes of dissatisfaction
were similar in both Bucharest and Sofia, some differences can be observed. As such, citizens were
highly dissatisfied with the public green spaces and sport facilities in Sofia, which was not the case
for Bucharest. Healthcare services both in hospitals and offered by doctors were an important cause
of dissatisfaction for people in Bucharest and to a much lesser extent for people in Sofia.

65


http://umispublic.government.bg/prProcedureProjectsInfo.aspx?op=-1&proc=-2&clear=1
http://umispublic.government.bg/prProcedureProjectsInfo.aspx?op=-1&proc=-2&clear=1
http://old.fonduri-ue.ro/baza-de-date-proiecte-contractate

“Ovidius” University Annals, Economic Sciences Series
Volume XVI, Issue 1/2016

Dissatisfaction with the services provided by the public administration was high for both cities
(over 60%).

The perception of the citizens described above reflects the living conditions in Sofia and
Bulgaria before the start of the implementation of the 2007-2013 programmes, financed within the
EU Cohesion policy. A wide range of investment opportunities was offered by these programmes,
opportunities also available to the local authorities responsible for the administration of these cities.

As such, in Sofia, for the 2007-2013 programming period, 34 investment projects were
identified that were implemented by the Municipality of Sofia and which were focused on the city
of Sofia. The total value of the payments made for these projects was 323 million euros. As can be
seen in Figure 1, most of the investments made regarded the water/waste infrastructure of the city
and the public transport infrastructure and services (about 93% of the total amount).

Figure no. 1. Types of projects implemented in Sofia
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Source: Author’s adaptation of data from the Administration of the Council of Ministers
(http://umispublic.government.bg/prProcedureProjectsInfo.aspx?op=-1&proc=-2&clear=1)

In the water/waste category, 2 projects were implemented, one concerning the water supply
network and the other an integrated system of domestic waste treatment. In the public transport
category, measures aiming to improve the quality of the air in the city were taken by purchasing
trams, buses and trolleybuses. Also, the extension of the metro line in Sofia was undertaken and a
traffic safety school training program was prepared and implemented. Financial assistance was also
provided in support to cultural services for the organization of an art festival and the rehabilitation
of a museum, to the development of the administrative capacity, aiming to improve the quality of
the public services provided and also to social services.

In Bucharest, for the 2007-2013 programming period, 44 investment projects were identified
that were implemented by the Municipality of Bucharest and by the city halls of the 6
administrative subunits of the city. The total value of the payments made for these projects

(amounts actually reimbursed) was 48 million euros and their typology can be observed in Figure
2.

Figure no. 2. Types of projects implemented in Bucharest
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proiecte-contractate)

As presented in Figure 2, the largest part of investments focused on the public green spaces in
Bucharest, namely 7 projects of parks modernization. An important amount was also invested in
transport infrastructure, within 5 projects focusing on city roads, parking places and sidewalks,
cultural facilities and services, within 9 projects addressing the rehabilitation of monuments,
museums and important city landmarks and to the educational infrastructure, within 2 projects
regarding high schools rehabilitation.

The perception of the citizens of Sofia and Bucharest on their living conditions remained
strongly positive also in 2015. According to a survey published by the European Commission in
2016, 86% of the citizens of Sofia and 83% of those of Bucharest were satisfied, in general terms,
with living in their city (European Commission, 2016, p.20). The evolution of the main causes of
dissatisfaction of the citizens of Sofia is presented in Figure 3.

Figure no. 3 Evolution of the main causes of dissatisfaction of citizens of Sofia between 2006 and 2015
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Source: (European Commission, 2007) and (European Commission, 2016)

A direct link between the implementation of the projects and the improvement of the citizens’
perception cannot be made, due to the other factors that might intervene, such as other projects
implemented from local resources. Nevertheless, the most important improvement was registered
with regard to public transport (49%), the second largest investment area in Sofia (see Figure 1).

In the case of Bucharest, the evolution of the main causes of dissatisfaction of its citizens is
presented in Figure 4.

Figure no. 4 Evolution of the main causes of dissatisfaction of citizens of Bucharest between 2006 and
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An improvement is registered in almost all cases. As the survey published in 2016 no longer
differentiated between healthcare services in hospitals and those offered by doctors, the same value
was used in both cases. Also, it should be mentioned that the main investment area — public green
spaces, which did not cause dissatisfaction in 2006, 51% of the citizens of Bucharest being satisfied
with what the city was offering and which is not shown in Figure 4, remained positive, in 2015, the
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percentage of satisfied citizens increasing to 62%.

4. Conclusions

The results of the analysis performed show that there is room for improvement regarding the
alignment of investments made within the Cohesion policy with the citizens’ expectations,
especially in the case of Bucharest. As such, in Sofia an important part of the granted financial
assistance tackled 2 of the main causes of dissatisfaction for citizens, air pollution and public
transport, but little was done for other areas, also important for citizens, such as the public green
spaces and facilities for sport activities. In Bucharest, priority was given to areas such the green
public spaces and city safety measures (surveillance systems), areas already considered satisfactory
by the citizens, instead of the hospital facilities that were ranking very high in the citizens’
expectations of improvement.

In order to improve the attractiveness of the cities to their citizens, as the Cohesion policy tries
to achieve, a closer partnership between the responsible authorities and the citizens should be
enforced, both when designing the programmes and when the prioritization of the investment
projects is made. For the 2014-2020 programing period, still in an early stage of implementation,
the results of the survey recently published by the European Commission could also be a useful
instrument for channeling the investments from the EU funds to the areas that are the most
important to the citizens.
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Abstract

Energy sector is vitally important for each country and has included a significant strategic
side. The way to obtain energy and the environmental impact have become extremely important
issues for all countries.

In general, most countries have understood the need to obtain energy from alternative sources
wich are cleaner and sustainable but also stimulate the development of an effective infrastructure
of Renewable energy because it creates not only a cleaner environment but also job opportunities
in sustainable industries.

The paper aims to analyze the evolution of renewable energy capacities in Europe, in total and
on detailed representative countries, due to the impact of signing and assuming the Lisbon Treaty
in 2007.

Key words: renewable, energy, sustainable development
J.E.L. classification: QO1, L89

1. Introduction

Since the Rio Conference (1992) to the UN Conference on climate change in Paris in december
2015 (treaty signed by over 135 countries), the international community decided to deal with issues
of sustainable development and the environment concerns through collective measures at the global
level [Guvernul Romaniei 2012a].

Thus, in 2007, EU countries have signed the Treaty of Lisbon which includes specific protocols
on climate change and the fight against global warming. And some of the provisions of the Treaty
refers punctually to the problems of energy supply, but also the necessity of changes of position in
European energy policy [Guvernul Romaniei 2012b].

The Lisbon Treaty for the first time includes a special section that is dedicated to a very
important chapter in economies of the countries but at the same time, essential for sustainable
development, namely: energy and the sources of obtaining it. For the first time is define a legal
basis for future EU action in the field of energy. As is well known, the strategic energy sector has
an important aspect for individual countries, but also at EU level. In this respect, the Lisbon Treaty
gives the European Union a competence shared with the Member States in ensuring effective
operation of the energy market, especially in terms of energy supply to Member States, securing
energy supplies and especially the development of renewable energy resources. All EU energy
activities will be done by protecting and amelioration of the environment [Ministerul Afacerilor
Externe 2009].

In general, most countries have understood the need to obtain energy from alternative sources,
cleaner and sustainable and also to develop of an effective infrastructure for renewable energy
because it creates a cleaner environment but also job opportunities in sustainable industries and
economies.
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2. Energy analysis

For analyzes on energy capacities were used mainly statistical data from situations of the
International Renewable Energy Agency (IRENA) and also other international organizations and
agencies, such as UNEP, [EA.

In this case, the statistics provided by IRENA (IRENA Renewable Capacity Statistics 2016)
used the following concepts: “Renewable power generation capacity is measured as the maximum
net generating capacity of power plants and other installations that use renewable energy sources to
produce electricity and the data reflects the capacity installed and connected at the end of the
calendar year, measure in megawatts (MW)”. [IRENA 2016b].

The paper will present comparative situation of total energy for Europe and for the first four
countries in Europe (EU) in ranking with the highest energy capacity, for the last four countries in
ranking, with the smallest energy capacity and for Romania and neighboring countries, former
socialist: Bulgaria, Hungary but also for Austria.

2.1Europe-Total renewable energy
The first analysis is made for total Renewable energy capacities in Europe in the period 2006-
2015 and its dynamics is presented in figure 1(personal processing using data source from IRENA

Renewable Capacity Statistics 2016).

Figure no.1: Evolution of Total Renewable Energy(MW) in Europe (2006-2015)

600000

497378

500000 451039 472979

424431
390002

352903

244
302474 324466

400000

300000 | 272948 285615

200000

100000

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Data source: (IRENA 2016a, p.12)

Evolution of total energy capacities in Europe after 2006 saw a steady ascending trend. Thus, in
2006 compared to 2007, energy capacities rose by 4.6%, in 2007 compared to 2008 increased by
5.9%, in 2009 compared to 2008 by 7.27%, in 2010 compared to 2009 by 8.76%, in 2011
compared to 2010 by 10.5%, in 2012 compared to 2011 by 8.82%, in 2013 compared to 2012 by
6.26%, in 2014 compared to 2013 by 4.86% and 2015 compared to 2014 by 5.15%. The total
power capacity in the analyzed period, in 2015 compared to 2006, increased by 82.2% reaching
value.

2.2 Renewable energy dynamics analysis for the member countries

The leading position in Europe in terms of renewable energy capacity are the following
countries: Germany, Italy, Spain, France (figure 2).
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Germany is the country that has the highest renewable energy capacity in Europe, with a
percentage of 14.13% in 2006, reaching a value of 21.11% of the total capacity in 2015 from
Europe's total renewable energy capacity.

Figure no 2: Evolution of Total Renewable Energy(MW) for the first countries in the ranking(2006-2015
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Data source: (IRENA 2016a, p.13)

Like most European countries, in Germany, renewable energy capacity has known a steady
rising tred. Otherwise: in 2007 compared to 2006 were increases of 8.6% , in 2008 compared to
2007 growth of 9.78%, in 2009 compared to 2008, increases of 16.25%, in 2010 compared to 2009
by 16.97%, with 16.34% in 2011 compared to 2010, with 13.85% in 2012 compared to 2011, by
9.36% in 2013 compared to 2012, by 7.75% in 2014 compared t02013, and up to 7.49% in 2015
compared 2014. During the entire period, 2006 vs. 2015 total renewable energy capacity increased
by 172%. Is the biggest jump among leading countries.

Second state in terms of renewable energy capacity is Italy. This has seen a similar trend in
terms of capabilities with German renewable energy capacities. Thus, in 2007 compared to 2006
capacity has increased by 3.87% , with 5.96% in 2008 compared to 2007, with 9.59% in 2009
compared to 2008, by 12.5% in 2010 compared to 2009, but with a maximum of about 33 % in
2011 compared to 2010, followed by a decrease in growth rate, namely 13.17% in 2012 compared
to 2011, with 5.48% in 2013 compared to 2012, only 0.88% in 2014 compared to 2013 and 1,58%
in 2015 compared to 2014. During the entire period, 2006 vs. 2015, total renewable energy
capacity of Italy increased by 120%.

The third state as installed capacity is Spain. Renewable energy capacity increases situation is as
follows: with 12.7% in 2007 compared to 2006, by 12.9% in 2008 compared to 2007, by 8% in
2009 compared to 2008, with approx. 6% in 2010 compared to 2009, with 3.82% in 2011 compared
to 2010, with 5.37% in 2012 compared to 2011, 2.25% in 2013 compared to 2012 and only 0.5% in
2014 compared to 2013 and by 2.05% in 2015 compared to 2014. During the entire period, 2006
vs. 2015, total renewable energy capacity of Spain increased by 66%.

France is only fourth in this ranking. Capacity increases are steady but modest as value. Thus:
Total renewable energy capacity increased in 2007 compared to 2006 by 3.13%, with 4.01% in
2008 compared to 2007, with 4.80% in 2009 compared to 2008, with a peak in 2010 and 2011
when it increased by 7.33 % and 7.84%, followed by more modest increases of 5.65% in 2012
compared to 2011, 3.37% in 2013 compared to 2012, by 4.64% in 2014 compared to 2013 and by
5.95% in 2015 compared to 2014. During the entire period, 2006 compared to 2015, the total
capacity of renewable energy of France increased by 57.5%.
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Regarding Romania's renewable energy situation and its neighbors, as is visible in Figure 3, it
can be concluded that, overall, there are increases in energy capacities but with some important
fluctuations for some states.

For Romania, the increases were constant throughout the period analyzed (2006-2015) energy
capacity grew by 79.5%.

Figure no 3: Evolution of Total Renewable Energy(MW) for Romania, Austria, Hungary, Bulgaria (2006-
2015)
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Data source: (IRENA 2016a, p.13)

On the years, the situation is this: in 2007 over 2006 the increases were only 1.05%, in 2008
compared to 2007 increases were only 0.52%, in 2009 compared with 2008 assist to growth of
1.3%. Follows a better growth in 2010 compared to 2009 is by 6.47% and follows a similar trend,
so in 2011 compared to 2010 increased by 8.99%, in 2012 compared to 2011 growth is 12.58%,
followed by a maximum of 20.68% in 2013 compared to 2012 and a drop of 10.34% in 2014
compared to 2013, for just 0.30% in 2014 compared to 2015.

In Austria, the energy capacity installed in 2015 was only 24.4% higher than in 2006, the
increase was smaller than Romania, Bulgaria or Hungariei. in years, this development has the
following dynamics: 2007 compared to 2006 increased by 3.04%, 2008 compared to 2007 with
3.37%, in 2009 compared to 2008 by 0.59%, in 2010 compared to 2009 by 2.01% , in 2011
compared with 2010 by 3.86%, in 2012 compared to 2011 by 2.13%, in 2013 versus 2012 by
0.86% , 2014 versus 2013 by 2.59%, in 2015 compared to 2014 by 3.56%.

In Hungary the renewable energy capacity installed in 2015 was 134% higher than in 2006,
represents the maximum growth of the countries analyzed. In absolute terms, installed capacity is
modest compared to the other countries analyzed. Installed capacity increases were as follows: in
2007 over 2006 with 6.71%, in 2008 compared to 2007 by 26.42%, in 2009 compared to 2008 we
have a maximum increase of 30.15%. In 2010 compared to 2009 the increase was 12.2% following
a downtrend, obviously due to the crisis, so in 2011 compared to 2010 increased by 2.94% and -
24.75% in 2012 compared to 2011. In 2013 compared to 2012 the increase was 12.13% , in 2014
compared to 2013 by 34.4%, and in 2015 compared to 2014 by 1.84% .

In the case of Bulgaria, the renewable energy capacity installed in 2015 was 73% higher than in
2006. In the years, situation is as follows: in 2007 over 2006 the increase energy capacity was by
1.08% in 2008 compared to 2007, by 6,59% in 2009 compared to 2008, up to 7.76% in 2010
compared to 2009, up to 6.76% in 2011 compared to 2010, to 6.80% in 2012 vs 2011, with a
maximum of 26.72%, in 2013 compared to 2012 with 2.73%, in 2014 compared to 2013 only
0.45% and a minimum increase of only 0.34% in 2015 compared to 2014.

On the last places in ranking in Europe there are four countries: Moldova, Belarus, Faroe Island
and Malta (Figure 4).
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The last in Europe in terms of total installed renewable energy capacity are countries with
different economic development and size. Thus, if Belarus and Moldova are somewhat similar re
as former socialist countries, Malta and Faroe Islands are very small countries, so obviously the
installed energy capacities are small.

For Belarus, increased power capacity, for the entire period, was 3.5 times higher in 2015
compared to 2006! Thus, in 2007 compared to 2006 capacity growth was 13.64%, followed by
stagnation in 2008 compared to 2007, a growth of 12% in 2009 compared to 2008 and with 7.14%
in 2010 compared to 2009, again a stagnation in 2011 compared to 2010 and increases by 56.67%
in 2012 compared to 2011, with 57% in 2014 compared to 2013 and stagnation in 2015 compared
to 2014.

Figure no 4: Evolution of Total Renewable Energy(MW) for the last countries in the ranking (2006-2015)
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Moldova, however, witnessing a rise in capacity with only 23% in 2014 compared to 2006, with
years in which growth was 0, in 2007 compared to 2006, in 2009 vs 2008, in 2010 compared to
2009, in 2001 compared to 2010, in 2012 compared to 2011. Increases renewable power capacity
by 14.29% in 2008 compared to 2007 and with 3.13% in 2013 compared to 2012 and with 4.55%
in 2014 compared to 2013. In 2015, the situation looks a dramatic decrease of 66.67% compared to
2014.

In the case of Faroe Island, the increase is by 63.88% in 2015 compared to 2006. The increases
is zero from 2006 until 2011 and in 2013 compared to 2012, followed by increases of 30.5% in
2012 compared to 2011 and by 23 4% in 2014 compared to 2013 and only with 1.72% in 2015
compared to 2014.

And for Malta, we are witnessing explosive growth, from very low values: 1MW to 60MW, in
2009 until 2015. In fact, Malta has developed this branch of renewable power after the Treaty of
Lisbon.

Conclusions

All European countries, even those that are not part of the EU, understood the need
for transformations of energy sectors to produce clean energy as much as posible.
The review clearly shows that after 2007, European countries have tried to apply the Lisbon Treaty
in the field of Renewable Energy, so there are countries which have established new branches of
clean energy and countries which had outstanding increases.

The most powerful countries in Europe have made important contributions in the field of
Renewable Energy before 2007 and after 2007 generally were constantly increasing trends. New
member countries were "hardworking" and have filed more effort in this regard (especially since

73



“Ovidius” University Annals, Economic Sciences Series
Volume X VI, Issue 1/2016

certain types of energy: wind, solar photovoltaic, biogas etc, had no lucrative capacities before
2007).

System crisis that began in 2007-2008 did not influence the development of new renewable
energy capacities, on the whole period, although it can be seen an explosion in increasing
renewable energy capacities in countries like Belarus or Malta. The only country that has varied
uptrend is Hungary, which had years with decreasing renewable energy capacities. Moldova has
just one year , in 2015, with decreasing renewable energy capacities .
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Abstract

The continuous global growth of the tourism sector over the last decades has highlighted its
potential as a developmental strategy for developing countries and transitional economies. The
attractiveness of a tourism-led economic transformation lies in the capability of attracting foreign
investment and generating significant income even when subjected to unfavorable infrastructural-,
business-, economic- and social-conditions. Empirically, nonetheless, tourism competitiveness,
potential and transformational success greatly varies between country-cases. This paper explores
and discusses a number of potential factors (Regulatory framework- and Safety/Security-related)
suggested in tourism literature as responsible for such outcome variations. Following the
quantitative/statistical analysis of multi-source combined secondary data, there is inadequate
quantitative support for the factors suggested. To account for the resulting theoretical (or
explanatory) gap, the role of corruption is proposed as a latent and under-researched factor for a
better understanding, exploration and implementation of tourism-led economic growth.

Key words: Tourism, Economy, Development, Transformation, Corruption
J.E.L. classification: Z32 Tourism and Development

1. Introduction: Potential of Tourism for Developing Economies

Despite recurring economic crises, political unrest over the last years, tourism remains a rapidly
growing sector. The 2015 Edition of UNWTOQO’s Tourism Highlights (World Tourism
Organisation, 2015) highlights tourism as key driver of development, prosperity and well-being.
Despite occasional shocks, tourism has shown virtually uninterrupted growth. International tourist
arrivals have increased from 25 million globally in 1950, to 278 million in 1980, 527 million in
1995, and 1133 million in 2014 (World Tourism Organisation, 2015:02). Particularly for non-
industrialized, developing countries, tourism development carries the hope of fueling economic
growth. Particularly, weak economies, characterized by income inequalities, semi-functional
public authorities and poor infrastructure, investment in the development of their tourism sector is
seen as a driver of economic development. Yet, those very characteristics can be seen as potential
obstacles to tourism development. To what extent and under what preconditions can a developing
economy benefit from tourism? Can natural and cultural resources compensate for poor
infrastructure, safety/security risks resulting from semi-effective public sectors and social
inequality?

2. Determinants of Tourism Competitiveness

At the end of the day, is tourism the way out from poverty? Does tourism development pay-off
and if yes, under what conditions?

Does Tourism pay-off? Exploring the Relationship between Tourism-Investment and
Tourist-Spending

75



“Ovidius” University Annals, Economic Sciences Series
Volume X VI, Issue 1/2016

According to the World Travel & Tourism Council’s 2014 data (WTTC, 2015) on tourism
performance for 173 countries, the global investment' of USD 941.233 Billion has generated USD
8.047,110 Billion in tourist-spending. This can be translated to USD 8.55 in tourism-income for
every dollar invested.

H1: There is a positive relation between tourism investment and tourism income (referred to as
‘Tourist-Spending’ further on)

Subjecting the complete data set (173 countries) to correlation testing” resulted to a significant
(i.e. Alpha coefficient less than 1%) Pearson correlation value of 98.6%. This result means that
there is not sufficient evidence to reject the hypothesis stating a strong relationship between
tourism investment and corresponding income; high / low investment in tourism corresponds to
high / low tourist-spending (or income). The implied causality between what is invested and the
income produced requires further exploration though. The factor of competition needs to be
accounted for.

In a study of global tourism competitiveness, Cirstea (2014) analyzed data from the Travel &
Tourism Competitiveness Report, annually issued by the World Economic Forum. The indicators
(independent variables considered were grouped into three categories, including: ‘Regulatory
Framework’, ‘Business Environment’ and ‘Human, Cultural and Natural Resources’. At this point
it is worth considering and questioning the role of the variable: ‘Regulatory Framework’. One
would be tempted to assume that this would be due to the structural effectiveness of attracting
foreign investment via an investor-friendly regulatory framework, operated and implemented by an
effective public administration. Empirical research somewhat contests this assumption. Steiner
(2010), examined the relationship between stability and foreign direct investment in tourism. The
author concluded that their effects has been overestimated in the past. Arguably, Egypt, Turkey
and Greece are prominent examples in the respect, featuring a considerable growth in tourism
performance in the last decade.

Looking at Cristea’s (2014) variable-categories more closely, casts even more doubt on the
aforementioned assumption. In terms of the ‘Regulatory Framework’ category, the variables (or
measures) on ‘health and hygiene’ strongly correlated with travel tourism competitiveness index
values, whilst ‘political rules and regulations’, ‘environmental sustainability’, ‘safety and security’
and ‘prioritization of tourism’ showed moderate correlations. With regard to the remaining
variable categories, ‘air transportation’, ‘tourism infrastructure’ and ‘cultural and natural resources’
were the most significant. ‘Ground transportation’, ‘human resources’, ICT infrastructure’ and
‘price competitiveness’ appeared to be rather insignificant (i.e. weak influence). Simply-stated, the
data here suggests that travel and tourism competitiveness does not necessarily need to reflect the
developmental stage of the overall economy (i.e. infrastructural state, general attractiveness of
foreign investment). This assertion is somewhat compatible with the findings of Pablo-Romero &
Molina (2013), who identify a country’s degree of specialization in tourism as a key factor to the
sectors’ growth and economic contribution. Countries specializing in tourism and for which
tourism represents a key economic sector and is thus actively supported, are presumably more
competitive and benefit more from tourism, than those where tourism represents a secondary and /
or marginal aspect of their economic activities.

Does Safety and Security Make a Difference? Exploring the Relationship between
Criminality and Tourist-Spending

Regulatory frameworks and functional public administration seem to be instrumental in terms
fostering ‘health and hygiene’, and ‘safety and security’ (Cristea, 2014), greatly contributing at

! This includes both private investment and government spending on tourism on tourism-related assets and
infrastructure
2 With SPSS 17.0 (Statistical analysis software)
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destination competitiveness. Concurrently, they seem to play a rather insignificant role in
attracting ‘foreign investment in tourism’ (Steiner, 2010). The question here is: if not imperative
for foreign investment, how does effective public administration improve the competitiveness of
tourism? The simple answer here is: Tourist-spending (international and domestic). If visitors feel
safe, they are more likely to leave the safety of all-inclusive resorts and consume the services and
products available in the wider area. This spending could range from eating in local restaurants
(refer to ‘health and hygiene’) to excursions and exploration local markets and shopping centers for
goods and services (refer to ‘safety & security’).

H2: Safety and security is positively-related to tourism-related spending

Based on the United Nations Office on Drugs and Crime (UNODC, 2015) statistics on various
categories of crime (incidents per 100,000 inhabitants during 2014) for 128 countries. Crime
incidents measured included: Rape, Assault, Theft, Robbery, Child Abuse and Homicide. Testing
the correlation between the UNODC crime incident data and the WTTC’s (2015) indicators for
2014 on tourist-spending (both domestic and international) is illustrated in Table 1. The correlation
tests between different forms of crime and tourism-spending indicators (Table 1), mainly resulted
to low (i.e. less than 0.2) and non-significant (i.e. Alpha over 0.05 threshold) Pearson correlation
values.

Table no. 1: Correlation-Testing Crime Incident Rates and Tourism Spending

Tourism
Contribution to | Domestic Travel & International
GDP Tourism Spending | Tourism Spending
Rape Pearson ,088 ,101 ,085
Correlation
Sig. (2-tailed) ,350 287 ,369
N 114 114 114
Child Abuse Pearson -,026 -,007 -,030
Correlation
Sig. (2-tailed) ,804 ,949 177
N 93 93 93
Assault Pearson ,065 ,069 ,070
Correlation
Sig. (2-tailed) ,485 ,464 ,454
N 116 116 116
Homicide Pearson -,079 -,065 -,086
Correlation
Sig. (2-tailed) ,409 ,497 ,369
N 111 111 111
Robbery Pearson ,059 ,055 ,056
Correlation
Sig. (2-tailed) ,531 ,558 ,555
N 115 115 115
Theft Pearson L1957 ,200" 207
Correlation
Sig. (2-tailed) ,037 ,032 ,026
N 115 115 115

**_Correlation is significant at the 0.01 level (2-tailed).

*. Correlation is significant at the 0.05 level (2-tailed).
Source Data: WTTC (2015) and UNODC (2015)
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The one exception here was ‘theft’, which was positively-related to tourist-spending. The
predominantly positive correlation values suggest that the high-crime rates are positively-related to
higher tourist-spending and vice versa. In order to not reject the stated hypothesis, those
correlations would require negative values and significance at the 0.05 level or below. Since
neither of those conditions are met, the H2 hypothesis must be rejected. In fact, the very
proliferation of positive correlation values implies that higher tourism-spending (and hence also
tourist volumes), the higher the criminality. This contention is compatible with the findings of
various researchers (e.g. Chesney & Lind, 1986; Ryan, 1993; Harambopulos & Pizam, 1996;
Barker et al, 2002; Boakye, 2010; Harris, 2012). On the basis of the above, it would seem that
criminality and / or safety and security issues do not notably affect tourist-spending, but are rather
facilitated by it.

Based on our data analysis, tourism-development seems indeed a viable option for developing
economies. Poor infrastructure and semi-functional public sectors do not appear to be an issue
where tourism-investment is concerned. Moreover, safety and security deficits do not appear to
significantly affect tourists’ spending (Brunt, 2000; Larsen et al, 2009).

3. Revisiting the Potential of Tourism for Developing Economies: The ‘Corruption Virus’
and the ‘Beach Disease’

In other words, the very challenges potentially restricting the overall economic development of
a particular country have less of a detrimental effect when it comes to tourism. Focusing on
tourism seems indeed ‘forgiving to the potential ails’ of a developing economy and justifiable as an
economic development strategy!

The ‘Beach Disease’: Application of the ‘Dutch Disease’ Model in Tourism

Despite the potential benefits of tourism for transition- and developing- economies, the
‘promise’ of long-term economic prosperity often fails to materialize (Che Chou, 2013; Inchausti-
Sintes, 2015). An explanation for this is provided by the so-called ‘Dutch Disease’ hypothesis,
which addresses the risks of de-industrialization and the adverse effects of the growth of a
particular sector at the expense of others in an economy. Amongst others, Holzner (2011)
researched the applicability of this model in tourism, referring to it as ‘Beach Disease’. The main
premise of the ‘Beach disease’ can be summarized as follows: Tourism growth carries the risk of
increasing price-levels and exchange rates negatively, reducing the overall competitivess of an
economy. The approach adopted for the public financing of tourism development, its taxation and
the allocation of resulting tax income is also plays a significant role here (Seghir et al, 2015, Chen,
2016). Nevertheless, empirical evidence regarding the relevance and applicability of the ‘Dutch
Disease’ model for tourism are inconclusive (Holzner, 2011; Che Chou, 2013) and necessitates a
per-case consideration.

Thus, it can be argued that the ‘Beach Disease’ discussion proposes an additional precondition
for the materialization of tourism’s economic growth promise in developing / transitional
economies; Namely, functional and aligned tourism investment and taxation policies. Simply-
stated, capital intended for tourism development needs to flow where it is supposed to and tourist-
spending needs to be taxed (as to become tourism-income). ‘Leakages’ in the taxation of tourist’s-
spending and misappropriation of tourism investment capital are indeed the true enemy of tourism-
led economic development for non-industrialized transition economies. As already-mentioned,
tourism can generate income and bring economic growth, in spite of poor infrastructure and / or
safety and security issues. Effective taxation policies are however a key pre-condition for this.

Does Corruption Make a Difference? Exploring the Relationship between Corruption and
Tourist-Spending

The detrimental effect of ‘tax-leakages’ leads to the suspicion of a relationship between
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corruption, tourism competitiveness and tourist-spending.
H3: Corruption is related to tourism-related spending and tourism destination competitiveness
In order to test the H3 hypothesis the WTTC (2015) tourism performance indicators on tourist
spending (domestic and international) were tested for correlations against the Corruption
Perception Index (CPI) scores, annually published by Transparency International for 2014 (Table
2).

Table no. 2 Correlation-Testing between Corruption Perception Index Scores and Tourism Performance

Indicators
Tourism Domestic International
Contribution to Tourism Tourism
GDP Spending Spending
Corruption  Pearson Correlation 207" 225" 217"
Perception Sig. (2-tailed) ,031 ,019 ,023
Index Score 109 109 109

**_ Correlation is significant at the 0.01 level (2-tailed).

*. Correlation is significant at the 0.05 level (2-tailed).
Source Data: WTTC (2015), Transparency International (2016)

The Pearson correlation test revealed that the CPI score (i.e. the lower the score, the less corrupt
a particular country is perceived to be) positively correlates to: Tourism contribution to GDP,
domestic- and international-tourism spending. With Alpha coefficient values below 0,05, the H3
hypothesis cannot be rejected, highlighting corruption as a relevant factor for the main question
posed by this paper. Corruption perception seems to be a key factor determining the tourism
competitiveness and developmental success of developing countries and / or transitional
economies.

Reality vs. Perception: Impact of Safety and Security Concerns and the Role of Corruption

Coming back to the hypothesis-testing result for safety and security (i.e. no significance) issues,
a possible explanation for this rather surprising outcome could be that tourists’-spending is more
affected by perception than fact. The subjective safety / security risk perceptions may well reveal a
lot more than criminality incident statistics per se. Larsen et al. (2009) concluded that actual
tourists are less concerned about crime than potential tourists and that their focus is mostly on petty
crime (e.g. theft). Moreover, George (2010) found out that despite own safety concerns, tourists
are likely to revisit and recommend a holiday destination to others. A key finding underlining the
relationship between safety and security perceptions and corruption is offered by Boakye (2010),
who observed that tourists’ feeling of safety and security did not depend so much on the visibility
of uniformed personnel, but mostly on perceptions of order and professionalism in their
surroundings. At the end of the day, it is not the mere existence and visibility of safety and security
assurance structures and regulations that make the difference. It is about trusting that such
structures and regulations will function as they ought to when the need arises. Incidents of crime
and the safety risks are regarded as travel-systemic and are thus acceptable for tourists; as long as
they feel in a position to react should such risks materialise. Corruption corrodes this trust,
fostering insecurity and lack of a safety feeling.

4. Concluding Remarks, Limitations and Further Research
In this paper the question of tourism development as a viable strategy for the economic

prosperity of developing / transitional economies has been addressed, explored and discussed.
Summarizing, the conclusion here is that, investing and specializing on tourism is indeed a sensible

79



“Ovidius” University Annals, Economic Sciences Series
Volume X VI, Issue 1/2016

option for developing economies because its competitiveness is not significantly impeded by an
endemic infrastructural poverty and / or safety and security deficits (at least in the longer-term).
Nevertheless, even under such ‘forgiving’ premises, addressing corruption is a key precondition for
the tourism potential to materialize. Although, this may well apply to all sectors (i.e. not just for
tourism), the very nature of this service sector which is highly dependent on the emotional and
experiential consumption of multiple intangible (and also relatively costly) elements, renders it
particularly sensitive to breaches of system-related trust. The scope of this paper is limited and
arguably not sufficient to fully explore corruption in the tourism development context. It does
however, highlight the relevance and importance of further research in the under-researched
domain of tourism-related corruption.
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Abstract

By their operations variety, insurance companies are faced with a large amount of data, taking
into account that an insurance type allows to cover several risks types. Also, the same risk type can
be the subject to several insurance types. The risk notion is specific to the insurance domain and
the insurance risk significances are varied.

Ontology is a formal, explicit specification of the terms and defines a common vocabulary for
researchers who need to communicate information in a certain field.

This paper aims to create an OWL ontology for modelling the activity of an insurance company,
providing a solid basis to apply knowledge in the general insurances domain, by defining a set of
representation terms for risks, in order for the big insurance companies to discover new
information relating to the interaction between risks, to form an overview of the external and
internal risk factors to which an insurer is subjected to.

Keywords: OWL ontology, Protégé ontology editor, insurance policy, types of risk
JEL Clasification: C63, C81

Introduction

In the context of economy globalisation, a significant number of companies have arisen that
migrated to an economic model characterised by digitizing and information technology using, in
order to increase the efficiency and the ability of running on different platforms, in real time
(Oprescu et al, 2014, pg 21).

Digital economy has a direct impact on promoting employment and on economic and social
development, promoting efficiency as the end goal (Comisia Europeand, 2013, pg 2)

In Romania, insurance companies can be state-owned, private or mixed. They collect, transform
and redistribute financial resources, in order to gain profit. Their resources mainly consist of
insurance premiums and interests.

From an economic perspective, the insurance is the insurer obligation to compensate an insured
in case of a loss suffered, beyond his will, at a certain price.

Insurance companies are exposed to certain risks due to the large variety of activities that they
operate and the constantly changing process as a result of the insurance market evolution, the
competition rules and clients' requirement to benefit from customised products.

The risks faced by the insurance company are generated by several factors, among which: the
subscription of the insurance premiums, the inaccurate estimations of the technical reserves, the
unpredictable changes in the frequency of damages, the catastrophic damages and a risk series of
general nature common to all types of risks. In relation to the level at which they are generated, the
risks are structured in the following manner:

e Risks specific to the company;
e Risks specific to the insurance market;
e Risks at the economy level.

Knowledge management (KM) has become a successful tool for companies because it can
identify the best optimisation strategies and achieve the transfer of knowledge by operationalising
the knowledge management processes, in everyday life.
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The solutions provided by knowledge management support information technologies that
integrate both formal and informal knowledge, in order to facilitate knowledge acquisition,
creation, sharing, searching, refinement, storage, transfer and using. This is meant to support the
organisational learning dynamics and to make the organisation more efficient.

The main purpose of KM is to create value, to improve and refine the companies' competences
in order to achieve its objectives and organisational targets.

Knowledge must be modelled, structured and interconnected to support its flexible integration.
Any knowledge management system can function in a desirable way only if is integrated in an
efficient manner in the organisation, in which it operates.

Ontologies have proven to be the right answer to the structuring and modelling of issues by
providing a formal conceptualisation of a certain field, which is shared by a group of people in a
field. (Gruber, 1995, pg. 907-928 )

At the moment, the development of ontologies for knowledge management has reached the
point where companies implement such ontologies.

Concepts and characteristics

In recent years, companies are faced with a large amount of data, both from their own databases
and from the worldwide web, mass media and life, in general.

The information technology struggles to this problem, but an answer to this problem can be
found in a series of both new and traditional concepts, namely semantics and ontology.

The Semantic Web can be defined as a set of technologies designed to ensure a materialised
view on the web according to which, at a certain point in time, all knowledge shall be accessible on
the web in a format that software applications can understand, process in order to create new
knowledge. In other words, software applications will become more intelligent.

The process of creating semantic documents has been a challenge for experts from the ontology
domain.

The transition from independent documents and ontologies to the concept of semantic
documents has had significant implications for the ontology field. When creating semantic
documents, ontology creators have to take into account the fact that the ontology needs to be
connected to the document, that introduces new concepts into the ontology. It may be necessary for
certain components from the ontology structure to be redesigned and for the relationships to
documents to be conceptualised, because these factors are relevant for the utility of the resulted
semantic documents. However, the semantic documents method does not require the developers to
completely restructure the ontology. Nevertheless, it is not recommended to introduce in the
domain ontologies, concepts that do not have any connection between them.

Semantic documents can integrate in their structure several ontologies with different purposes.
According to specialised literature, ontologies with different generality levels (i.e. top-level
ontologies, domain ontologies, activity ontologies and application ontologies) can be used to
represent the architectural components of an information system (Guarino, 1998, pg.3-15).

Annotation instances represent the first step towards integrating ontologies and documents, for
semantic documents. However, in most cases, these instances are not sufficient to achieve an
accurate ontology integration. Annotation instances can act as a first link to other classes and
instances, bringing together the domain and application ontologies, on the one hand, with the
document, on the other.

In order to develop an intelligent system, a knowledge base must be created, encompassing all
general and specific knowledge necessary to the system in question, in order to solve problems
from a well-defined field.

The first step of ontology creation consists in deciding on the inclusion, exclusion and the
hierarchical structure of the ontology concepts.

By analysing the available data sources, an ontology represents a versioning project containing
several elements. The experts in the field represent a very important knowledge source.

In order to create an ontology, the knowledge engineer have to take into account the following
factors (Noy at al, 2001, pg.1-25):

. The ontology domain and the ontology purpose;
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The design guidelines to ensure a coherent development;
Available sources;
Potential users and use cases;

. Applications accepted by the ontology.

There are several methods and languages that can be used to create an ontology. The ontology
offers a common vocabulary for a domain and is constituted of elements such as: setting the classes
in a taxonomic hierarchy, the relationship between data and data types, inheritances from other
ontologies and inference rules (Bdjenaru et al, 2015, pg.139-156).

A recent development in the standard languages used to define ontologies is Web Ontology
Language (OWL) that describes concepts, but, also, provides other facilities. This language allows
using inference tools on the ontology data. It consists of three different sublanguages: OWL Lite,
OWL DL and OWL Full which have different functions. In OWL, the classes are regarded as sets
of individuals and are described by using formal descriptions. Classes are organised in a
superclass/subclass hierarchy, known as taxonomy. One of the OWL-DL characteristics is that
these superclass/subclass relationships can be computed automatically by a reasoner (Soartje et al,
2006, pg. 187-201).

Ontology for modelling the activities of an insurance company

Companies are beginning to understand the fact that the semantics is very important when the
systems and people will communicate between them. Based on this understanding, it is important
to collect the ontology that describes the language used in the activities carried out.

Modelling an insurance company activity contributes to improving the efficiency by proposing
an automated method for information searching. For this purpose, ontologies are used to model the
domain and to create, organise and update the risks faced by the insured. (Bajenaru et al, 2015,
pg.139-156). The ontology aims to study the things categories that there are or will be in the
interest field.

There are different types of ontologies.

The ontology was implemented in the Protégé ontology editor. This editor has the following
advantages: extensibility, plugins, an Application Programming Interface and documentation to
write its own plugin (Niculescu et al, 2009, pg.73-88).

The Protégé-OWL editor allows users to:

Load and save OWL and RDF ontologies;

Edit and view Semantic Web Rule Language (SWRL) classes, properties and rules;

Define logical characteristics of classes as OWL expressions;

OWL individual edit for semantic web.

Forwards, the application for modelling an insurance company activity is presented that was
created with Protégé OWL editor. An OWL ontology includes: Individuals, Properties and Classes.
OWL classes are regarded as sets of individuals and the owl:Thing class represents all the
individuals, as all the classes represent subclasses of the owl:Thing class ((Soartje et al, 2006, pg.
187-201).

The OWL ontology for modelling an insurance company activity has seven classes: Customer,
Document, Insurance_premium, Broker, Risk, Insurance, Insurance_risk (figure 1).
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Fig. 1. Class hierarchy in OWL.
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The OWL ontology has two types of properties, namely datatype and object properties. The
properties represent the relationships between individuals.

The Customer class (figure 2) contains the following properties: Client_Code (integer), Name
(string), CNP (integer), Email (string).

_ Fig. 2. Customer properties.
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An ontology with a set of classes individuals represents a knowledge base that consists of a set
of concepts that have attributes and are connected between them.

Modelling the activity of an insurance company and using the developed ontologies can be
implemented into a Web platform (Bdjenaru et al, 2015, pg. 139-156).

Conclusions

Due to the rapid development of information technology, the business environment has
experienced a series of significant changes.

The competition between companies is based on technologies that have a crucial role in
modelling the global economy based on knowledge and information.
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The author offers in this article a solution for modelling the activity of an insurance company.
The method has the following benefits:

e It conducts an analysis of the insurance field knowledge;

e It can be integrated in other systems for the insurance companies.
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Abstract

The present essay focuses on summarizing the key elements that should be considered when
educators are in a position to manage and interact with a group of students from different cultures
or social environments. In this respect, we consider that the challenge educators’ face in
connecting with students of diverse backgrounds is to develop a critical consciousness of the ways
in which these larger discourses operate in their classrooms and to care enough to question them,
to challenge them and to advocate for their students. To care for students who come from
historically marginalized populations educators need to remember that schooling can serve either
a liberating or marginalizing function. They can empower students to identify structures in society
that have contributed to marginalizing their perspective and seek to maintain inequitable structures
in society or even narrow communities.

Key words: Diversity, Intercultural Competence, Multicultural Context, Students Groups
J.E.L. classification: A14, M14

1. Introduction

The nowadays expansion of the social, economic, demographic and cultural diversity represents
a much discussed subject, within different approaches in the social sciences. Diversity is inevitable
being an intrinsic attribute of the social, nature and culture contexts. There would be nonsense to
consider us living in a world of homogeneity and of obsessively repeated identical forms. The
territories of unmixed and pure cultures, with unmovable and impermeable borders, exist only by
artificial means. The real world instead is made of open contexts and cultures of variable geometry
(Nedelcu, 2008). Within this approach, we find evidences of different issues on diversity also in the
worldwide educational systems. For example, we bring into discussion the fact that the challenge
educators’ face in connecting with students of diverse backgrounds is to develop a critical
consciousness of the ways in which these larger discourses operate in the classrooms and to care
enough to question them, to challenge them and to advocate for them. To care for students who
come from historically marginalized populations (e.g. for Europe, the most relevant cases being the
Roma population and the migrants from Middle Orient) we need to remember that schooling can
serve either a liberating or marginalizing function. Within educators’ particular approaches in
conducting or coordinating groups of students, they can empower students to identify structures in
society that have contributed to marginalizing their perspective and seek to maintain inequitable
structures in society or even narrow communities. Educators can therefore incorporate in their
lessons ways for students to identify these inequities, engage in social critique and work for change
and even advocate for their students when they need someone to reveal, reframe and help them
cope with unfair systems (Davis, Summers, Miller, 2012, p.122).

2. Introducing the concept of cultural synchronization

We can bring into discussion, within the discussed approach, the concept of cultural
synchronization introduced in 1988 by Jacqueline Irvine in order to describe the ways in which
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conflicts occurs in relationships between students of minority environments and their majority
teachers when their values, patterns of interactions and ways of being are not aligned (Irvine,
1988). In this context, it often happens that the relationship between teacher and the particular
student becomes characterized more by patterns of conflict and perceived disrespect rather than by
understanding and cooperation. We can cite the study of Wubbels, den Brok, Veldman, & van
Tartwick (2006) that founds the majority of teachers tend to misinterpret the intensions and actions
of minority students and vice versa:” teachers may be more inclined to regard students’
interpersonal messages as personally offending or threatening, and consequently the potential for
conflict is higher than for conflicts with majority students” (p.416). There are other studies that
found out that teachers perceive multicultural classes as more emotionally charged and by this, they
are more likely to be confronted with their mistakes and to be persuaded to negotiate procedures,
grades and tasks (Wubbels, Brekelmans, van Brok & van Tartwick 2006). Teachers need to learn
therefore how to reassess problems in a way that enables them to understand students’ behavior
(Changé&Davis, 2009; Wubbels, Creton & Holvast, 1988). To conclude this assertion, we consider
that we can begin the process of synchronizing with students when we model how to take
ownership of our own misinterpretation.

3. Ways of developing intercultural competencies

We argue therefore that the solution for us as educators/ teachers within this multicultural and
turbulent context is to be more culturally competent in our relationships. Intercultural competence
in turn implies a mindset oriented to intercultural communication, intercultural competence skills
and intercultural sensitivity (Bennett, 2001). If the first two statements are necessary but
insufficient to generate intercultural competence, being culturally sensitive is assumed to be
definitive. This sensitivity is not simply a positive attitude towards cultural difference or a desire to
relate to others, but rather, the ability to experience cultural difference. Such an experience is not
the natural result of cross-cultural contact. Understanding the meaning of intercultural sensitivity
can be facilitated via the following explanations: “An individual can witness a huge sequence of
events and yet, if it fails to relate to them [...] he earns little experience in that was there when the
events happened. Not what is happening around individual equips him with experience;
interpretation and rebuilding successively what is happening, as it happens, enriches the
individual's life experience” (Kelly, 1963, p.73).

The literature review on culturally responsive management and instruction allows us identifying
four central factors (Brown, 2003; Gay, 2006; Milner, 2006):

e Effective teachers model respect for diverse students during instructional, social and personal
interactions;

e Effective teachers respond explicitly to the needs of diverse students;

e Effective teachers are assertive about appropriate social and academic behavioral expectations;

e Effective teachers develop a responsive, integrative and problem-based curriculum that
empowers students to become involved in their educational centers and communities (Ladson-

Billings, 2001).

Developing relationships with students from diverse backgrounds requires learning aspects from
the sociohistorical context (Beaty-O’Ferrall, Green, & Hanna, 2010). As students seek to
understand their own identities, the meaning they associate with historical events that have affected
their group and how they position the teachers and representatives of school can dramatically affect
someone relationships. Learning to interact with people who have different life experiences and
ways of representing the world is not something easy to do. It requires from the one in that position
to make a commitment, to allocate intellectual and emotional resources. When faced with conflict
or resistance form students, the professional can frame conflict as opportunities to learn new
strategies to understand and connect with students, to learn ways to involve students in
understanding and solving the challenges society poses and to learn new ways to support students
‘mastery of the educational content (Davis, Summers, Miller, 2012, pp.131-132).

From a conceptual perspective, we can summarize by referring to the fact that the concept of
intercultural competence was first introduced through the Geertz’s semiotic vision on culture and
consists of a sum of specific intercultural beliefs and comportments that pledges for openness,
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empathy and communication in order to understand and valorize the logic of each near or distant

culture. This complex structure of elements described above has been grouped by Byram and

Zarate (1997) into five distinct categories of intercultural competence components:

e The attitudes, as curiosity, openness for fighting stereotypes;

e Knowledge on different social groups, related to different social practices and general processes
of interaction, both on micro and macro-levels;

o The abilities for interpretation and develop relationship in relation with the others;

e The abilities to interact and discover in relation with the others, meaning the capacity to recipe
new practices belonging to different cultures and to operate attitudes and abilities in an alterity
context;

o The abilities for reflections and critical assessment based on criteria, perspectives, practices
and products of own and alter cultures.

4. Intercultural education and intercultural learning

In order to connect the concept of intercultural competences within the framework educators
could operate when dealing with multicultural students groups, we introduce the concepts of
intercultural education and intercultural learning.

When having in mind the first concept, meaning intercultural education, we can refer to any
systematic pedagogical effort that cumulatively focuses on developing (1) a better understanding of
culture in modern societies, (2) a wider capacity of communication with people from other cultures,
(3) better adapted attitudes towards the context provided by cultural diversity and social groups,
due to a better understanding of psychosocial mechanisms that gives and encourages heterophobia
and racism, and (4) a better capacity of participating to social interaction (Quellet, 1990). Gollnick
and Chinn (1990) provides in addition some other specific descriptors to those above, meaning (1)
the promotion of diversity potential, (2) the focus on human relations and the respect towards
alterity, (3) the acceptance of alternative life styles, (4) the promoting of equity and the social
justice values, and (5) the focus on the equal distribution of power within different cultural and
ethnic groups.

The concept of intercultural learning, well designed and conceptualized within Council of
Europe’s documents and programs, is defined as an approach that “involves developing a
comprehensive openness to other cultures , appreciation of cultural diversity , overcoming cultural
stereotypes and ethnocentrism” (Fennes & Hapgood, 1997, p.37). As this definition is much closed
to that given to intercultural education, Fennes and Hapgood (1997) provide four objectives for the
intercultural learning, which are:

e Overcoming ethnocentrism, that implies the consciousness on the fact that perceptions on
alterity are influenced by the own experiences and specificity of cultural background;

e Acquisition of the ability to empathize with other cultures, that implies openness towards
alterity and putting aside the so called “fear of stranger”;

e Acquisition of the capacity to cross border communicate;

e Development of ways of cooperation beyond cultural borders.

However, between the coverage areas of the two concepts one could identify some sketched
differences. These differences hold to a greater inclination of intercultural learning to non-formal
education sector while intercultural education becomes comparatively more an ameliorative
pedagogy within the education system with future effects in social assembly. Summarizing we can
say that the intercultural learning addresses everybody, not only the professionals. As a matter of
fact, the two concepts are related and interdependent: the learned and applied intercultural
behaviors are a desirable result of any endeavor towards a diverse world (Nedelcu, 2008).

5. Conclusions and future proposals

Understanding context, making a commitment, and finding a way to connect with diverse
students is the first step in developing a culturally competent classroom. Culturally competent
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classrooms are characterized by a critical consciousness toward the curriculum, school and
community. Cultural competent educators aren’t afraid to involve their students in asking the tough
questions about education and to develop a critical perspective. Within this approach, we find the
importance of developing students’ skills in order to spot oppressive discourses and practices in
society. Learning to spot sexist, racist, classist, homophobic and intolerant discourses in
educational curricula and media is an important skill for all students to develop (Tatum, 1997).

In conclusion, we raise the importance of intercultural competences and the importance of
intercultural education and learning. Therefore, “a fundamental objective of the schools is to strive
to create a nation and a destiny providing an incredible cultural, ethnic and linguistic diversity. To
congeal this common destiny, educators must respect and value the cultural opportunities and all
the features that students from different cultural groups bring to school. At the same time,
educators need to help students acquire the skills, knowledge and values to become active citizens
of a larger community” (Banks, 2001, p.5).
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Abstract

Knowledge, the adoption of new organizational solutions and new technologies, continuous
innovation help ensure the economic development, the competitive advantage, the activity of the
research-development sector and the capacity of economies to implement its results being
determinant for innovation.

The emphasis of the role of territories in terms of competitiveness and innovation has been
accompanied by the development of the phenomenon of clusters, a process associated with the new
model of territorial development - smart specialization, the goal of which is to increase the
efficiency and effectiveness of the economic system, to contribute to sustainable development.

The paper refers to the relationship that is created in the regional economic space, between the
cluster phenomenon and that of the strategy of smart specialization; in the process of
transformation of the regional economy, the smart specialization strategies take over clusters’
policies and clusters integrate activities specific to areas of technological knowledge.

Key words: cluster, smart specialisation, strategy, competitiveness.
J.E.L. classification: O30; R11.

1. Introduction

A successful economic development means a continuous upward process, in which the business
environment of a nation evolves in order to support and encourage complex and productive
competitive methods.

The advent of new theories on the endogenous economic growth taking into account other
growth assumptions as compared to the neoclassical model has led to the change of the perspective
on the determinants of competitiveness, among the key elements of influence being considered
expenditure on research and development, increase of innovation capacity, education level,
investment in human capital etc. .

Knowledge, the adoption of new organizational solutions and new technologies, continuous
innovation are elements which help ensure the economic development, the competitive advantage,
the activity of the research-development sector and the capacity of economies to implement its
results being determinant for innovation.

2. Clusters, conceptual approaches

The cluster, a widely debated topic among entrepreneurs, politicians and scientists, has
developed and strengthened its position through globalization, the competitiveness of clusters
influencing the economic development of the regions in which they are located. (European
Commission, 2009 cited by Mempel-Sniezyk, 2013).

*Acknowledgement: This article is part of the scientific research paper, for 2015, of the Institute of National

regional in Romania”, achieved by PhD. Daniela Antonescu — coordinator, Florina Popa.
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The study of clusters has gone through several stages in time, theorists bringing different
contributions based on the role of regional resources with local specificity, and the importance of
division of labour in clusters. (Storper, 2000 cited by European Commission, 2002).

The first mentions of a cluster were found in the study performed by Alfred Marshall, on the
industrial agglomerations in England, (Marshall, 1920), in which he finds that these geographical
clusters of businesses in a particular sector create positive involuntary economic influences (so-
called externalities): labour force (wage growth, specialization and up-skilling), specialization of
suppliers (increase of product quality and decrease of costs), technology transfer (flow of
information and knowledge between existing businesses within the geographic concentration).

Towards the concept of industrial cluster, Michael Porter has a different approach (Porter,
1990), considering clusters “geographic concentrations of interconnected companies, specialized
suppliers and service providers, firms in related industries, and associated institutions (eg.
universities, standard agencies, and trade associations) in particular fields that compete but also
cooperate”. (Porter, 2003, p.253) According to this vision, the clusters are appreciated as a
component of any economy, particularly those in the areas more economically developed. The
author emphasizes the role of clusters in the conditions of globalization of markets and the increase
of complexity of economies based on knowledge (Porter, 2000, 2003).

Clusters are considered “regional concentration”, but also an “innovation environment” (The
European Cluster Memorandum,2007), some of its definitions being relevant:

e “Clusters — regional concentrations of specialized companies and institutions linked through
multiple linkages and spill-overs — provide an environment conductive to innovation. They
enable “open innovation”, the creation and refinement of new ideas in networks of cooperating
companies and institutions” (The European Cluster Memorandum, 2007, p.1).

e Clusters are powerful engines of economic development and drivers of innovation in the EU.
They provide a fertile business environment for companies, especially SMEs, to collaborate
with research institutions, suppliers, customers and competitiors located in the same
geographical area”. (Part of the 5 th European Innovation Summit, 2013 - Towards world class
clusters: policy support and funding instruments at EU and regional level)

3. The implications of clusters in smart specialization

The economic growth, important objective of any nation, involves changes in knowledge, new
technology, which assumes establishing certain correlations systems in the structures of regions.

The emphasis of the role of territories in terms of competitiveness and innovation has been
accompanied by the development of the phenomenon of clusters, a process associated with the new
model of territorial development - smart specialization, the goal of which is to increase the
effectiveness and efficiency of the economic system, to contribute to its sustainable development.

The globalization of markets has increased the tendency of investment of resources in regions
with economic potential, attractive for industry, the clusters becoming one of the important factors
in economic development, influencing the growth and specialization in the region (European
Commission, 2009 cited by Mempel-Sniezyk, 2013).

Smart specialization is a new strategy of economic transformation, at local level, which aims to
promote the efficient and effective use of public investments in research, based on stimulating
innovation at regional level, which should lead to economic growth and prosperity of the regions.

The concept of smart specialization refers to finding new forms of sustainable development,
being an alternative of the promotion of investments on areas and sectors and in this regard, one
can identify two models of approach to regions competitiveness (Ketels, 2013 cited by Mempel-
Sniezyk, 2013) (Table no.1).
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Table no. 1 Models of approach to competitiveness

Types of approach to Way of action Consequences
competitiveness

Traditional approach Identifying and trying to penetrate old | Failure to reach an intensely

markets. competitive market (without unique
values).

New approach Identifying local values, including a | Developing long-term competitive,
base of existing clusters. sustainable advantages.
Studying opportunities of adjacent
areas, which leads to increased added
value.

Source: adaptation from Mempel-Sniezyk, A. 2013, Smart Specialisation and Clusters in Economic Growth

The importance of the concept comes from one of the main objectives: identifying the areas of
the region having a high competitive potential, which can help regions access global markets and
the international value chain by strengthening and promoting specialized areas.

Debates on smart specialization highlighted the need to clarify the role and purpose of clusters
in improving the entrepreneurial process.

The establishment of clusters is achieved by using local forces, their priority areas of impact
being exemplified in the chart below (Figure no.1):

Figure no. 1 The main areas of influence of clusters in the regional development

Clusters
A\ 4
V; A 4 VL y
A 4 .. A 4
The : Specialized : The Science and technolo,
environment Promoting physical Protecting education infrastructure (centregsy
for contracting export infrastructure natural and P ’
. L epartments of
business resources training of Lo

universities, technology

labour

transfer)
force

Source: Ketels, Christian, H., M., 2013, Clusters and Cluster Initiatives: Recent Learnings, Current
Challenges.

The manifestations of clusters in the regional economy are expressed in areas such as:
infrastructure of knowledge, science parks, export promotion, increasing network relations between
regional authorities, businesses environment, universities, (Mempel-Sniezyk, 2013). By facilitating
the dissemination of knowledge and increase of innovation, specialization, competitiveness of
companies and productivity, the promotion of clusters is an argument of their relationship with the
smart specialization process or a motivation of their usefulness in the context of smart
specialization.

The implementation of smart specialization requires innovation, depending on the potential of
the regions, and its materialization is achieved by engaging stakeholders, the business environment,
research centres, universities. Thus, a strengthening of the existing scientific, technological
specialization model, of the business environment is achieved, stimulating the emergence of new
fields of economic, technological activity.

In the regional economic space, the cluster phenomenon is directly related to the strategy of
smart specialization, but with no equivalence, the two concepts showing both similarities and
distinctions (Table no.2):
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Table no.2 Some common features and distinctions between the concepts: smart specialization strategies

and clusters

Smart specialization strategies S3 |

Clusters

The common elements of both concepts refer to:

and sustainable growth.

e Considering the factors of productivity and innovation as basic determinants of competitiveness

e Considering the advantages of proximity in local spill-over processes. By making cross-sectoral
connections, smart specialization involves innovation in new connections, which leads to the
dissemination of knowledge in various fields, the process falls in line with theories on clusters that
include business networks and associations, leading to "emerging clusters".

Distinctions

1) Facilitating the spread of knowledge by exploiting
the related variety between its areas.

Searching for market opportunities, stimulating the
development of new markets at the level of an area.

1) The focus is on groups of companies from
related industries having infrastructure and
resource bases, respectively, inputs markets.

2)Determining extensive action aimed at transforming
regional economies, incorporating  innovative
practices in the economy and society and the
emergence of new knowledge-based fields.

2) The objective generally is to enhance the
performance of a group of companies,
members of the cluster, as clusters are
elements of the innovation system.

3)The focus is on Research, Development and
Innovation, representing the basics, essence of the
concept of smart specialization; the large group of
innovation processes includes relevant processes
corresponding to those of the cluster category.

3) Even if Research, Development and
Innovation are important elements of the
cluster, there are clusters that require no
guidance based on research and innovation.

4) Highlighting the significance of local entrepreneurs

4) Considering the role of entrepreneurial

taking the lead in innovation, the ability to make | actors, but emphasizing links, networks,
connections in the fields of knowledge, crucial for | social processes, as key elements of
competitiveness. competitiveness.

Source: adaptation from European Commission - Directorate-General for Research and Innovation, 2013,
The Role of Clusters in Smart Specialisation Strategies

3.1. Some practices of clusters used in smart specialization strategies

Smart specialization strategies take over clusters’ policies in the process of transformation of the
regional economy and clusters integrate activities specific to areas of knowledge and technology.
The process involves adaptation to regional environment, corresponding to the capacities of
approach of new emerging areas, in various sectors.

The promotion of smart specialization strategies by national and regional governments results in
the strengthening of the competitiveness of companies and thus of clusters and hence, the approach
based on innovation clusters is an element of integration of strategies. (OECD, 2012).

We can exemplify some leverage practices of clusters, by means of which they offer elements
capable of being used in smart specialization strategies:

Prioritization. In order to identify areas of intervention, of priority for smart specialization, one
uses quantitative and qualitative approaches also considered in the case of clusters for selection of
new areas of knowledge that go beyond the limits of traditional industry; interventions by means of
cluster elements can lead to the dissemination of knowledge between areas.

Multi-level governance. Clusters have different funding sources in terms of origin, some of
them having experience in harmonizing sources from public funds, which can be an element of
information for smart specialization.

Cross-border cooperation. Cluster’s boundaries are defined, usually based on economic
research, but the geographical outline of the cluster is often set administratively. The challenge now
is to consolidate the international dimensions of clusters and of areas of smart specialization. Smart
specialization strategies that go beyond regional borders are based on complementarities, as cross-
clusters can be used to define areas of smart specialization.
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The contribution of clusters to smart specialization, the possibility of adequacy and integration
of cluster tools in a regional specialization strategy depends on the level of regional
competitiveness:

* In more developed regions, the higher presence of share capital and of an advanced business
environment provides favourable conditions for the emergence of clusters that can help organize
and improve the region’s economic policy;

* In less developed regions, the lower level of resources and the presence of a weaker business
environment do not encourage the formation of strong clusters.

EU policies can help increase the efficiency of clusters contribution to smart strategies by:

- promoting transregional knowledge in cluster policies;

- developing data infrastructure on clusters and cluster policies;

- promoting better use of the territorial cooperation programme for cross-border cooperation.

The integration of cluster policies in smart specialization strategies requests the intervention of
policy makers, on identifying existing clusters in regions which apply their own principles of smart
specialization, based on stakeholders’ consultation and on the analysis of regional values, on the
interaction between sectors, clusters, technology. The aim is to stimulate the development of areas
with a critical mass of growing activities with value added potential and the orientation of the
economy towards employment. At the same time, the existence of developed clusters can prevent
one exceeding the traditional boundaries of clusters, the shift to new areas of specialization, which
may hamper the implementation of smart specialization process in a region.

4. Conclusions

Smart specialization contributes to the strengthening of traditional industries with new
technologies, to the finding of new market niches, leading to the increase of the competitive
advantage of regions; this process can be also an instrument to overcome social, environmental,
climate, energetic, resource efficiency challenges.

The strengthening of internal connections, the strengthening of cooperation and connection with
other regions, clusters, actors in the area of innovation can stimulate and develop innovation policy.

The approach of smart specialization is a guarantee of the effective use of funds and of an
efficient coordination between regional, national and European policies, helping to increase the
EU's competitiveness by upgrading their potential, which will allow it to face and withstand
international competition and challenges globally.

Innovation contributes to a better development of clusters, determining an increase in
competitiveness, and hence, in welfare and employment, which reveals the influence of clusters on
the degree of economic development of the territory.

Clusters are included in the mix of instruments of smart specialization strategies, but they are
not equivalent, the latter having a higher area coverage and wider competence.

The formation and association in clusters is important in order to achieve smart specialization,
reflecting the capabilities and shortcomings of the business environment in the region, achieving
the interaction between the innovative system structures in the region, responding to the growth
requirements of the knowledge-based economy.

The trend of combining cluster policies with those of the specialization strategies presents the
potential advantage to develop common strategies, focused on entrepreneurial discovery,
innovation and new technologies, finding market opportunities.
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Abstract

The aim of our paper is to identify the main determinants of entrepreneurial motivations and to
empirically evaluate their impact in 18 EU member states, over the period 2002-2014. The
empirical analysis is performed based on data from the Global Entrepreneurship Monitor and the
World Bank. In the econometric model, we considered as dependent variables, alternatively,
opportunity-driven entrepreneurial activity and necessity-driven entrepreneurial activity. As
independent variables we took into account 11 factors that could have an impact on the
motivations of entrepreneurs.

The empirical results indicate that the motivation of entrepreneurial activity is influenced by
unemployment rates, inflation rates, tax rates, domestic credit to private sector, fear of failure,
entrepreneurial intentions and perceived capabilities.

Overall, our study highlights that macroeconomic conditions and the perception of the
entrepreneurs about entrepreneurial activity are affecting significantly and with opposite signs the
entrepreneurial activity depending on the motivation of entrepreneurs (opportunity or necessity).

Key words: entrepreneurship, motivation of entrepreneurs, entrepreneurship opportunity, necessity
entrepreneurs
J.E.L. classification: L26, M13, C33

1. Introduction

An important role in promoting and supporting entrepreneurship is played by knowing and
understanding entrepreneurial motivations, which is an area of interest for researchers in the field
of entrepreneurship. According to the specialized literature (Robichaud et al., 2010; Stephan et al.,
2015), entrepreneurial motivations are various, including the desire of independence, financial
motivations, factors related to family and work-related factors.

Starting with 2001, the Global Entrepreneurship Monitor (GEM) highlights and analysis two
types of entrepreneurship, according to the main reason why individuals engage in entrepreneurial
activities, namely: opportunity driven entrepreneurship and necessity driven entrepreneurship
(Reynolds et al., 2001), which have a range of positive economic effects and are influenced by
many factors. Opportunity entrepreneurs are the people who start a business in order to pursue an
opportunity, while necessity entrepreneurs are individuals who are forced to start a business
because they do not have other option of employment or the options that exist are unsatisfactory.
Knowing the key factors that have impact on the motivations of entrepreneurs is of interest both for
researchers and for policy makers at various levels, in order to adopt appropriate measures to
promote and support entrepreneurship at national, regional and international level.

In this context, the objective of our research is to identify the key factors that have impact on the
entrepreneurial motivations and to evaluate empirically their influence on 18 EU member states,

97


mailto:aboariu@uaic.ro
mailto:valentinadiana.ig@gmail.com

“Ovidius” University Annals, Economic Sciences Series
Volume XVI, Issue 1 /2016

over the period 2002-2014. To achieve these goals, our paper is structured as follows: section 2
discusses the variables analyzed and the methodology of research; section 3 presents and discusses
the results of our empirical research, and section 4 includes concluding remarks.

2. Data and methodology

The objective of our analysis is to determine how the factors considered as explicative variables,
presented below, influence entrepreneurial motivations. For this, we consid