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ON MOLDOVA'’S INCREMENTAL CAPITAL-OUTPUT RATIO AND THE DESIGN
OF ECONOMIC POLICY

Apostolos PAPAPHILIPPOUL, PhD,
Four Assist Development Consulting Limited

DOI: https://doi.org/10.36004/nier.es.2021.1-01
JEL Classification: E17, E29
CZU: 330.55+338.2](478)

ABSTRACT

The paper analyses the notion of an economy’s Incremental Capital-Output Ratio and proceeds
to provide estimates of the Incremental Capital-Output Ratio for the Moldovan economy utilising
National Accounts data. The purpose of the study is to calculate estimates of the Incremental Capital -
Output Ratio for the Moldovan economy'’s transition period to date, utilise the derived estimates to
analyse aspects of economic growth in Moldova over its transition period and use the average value
of the Incremental Capital-Output Ratio over the recent period for simulation and forecasting
purposes. On the whole the reported empirical estimates of the Incremental Capital-Output Ratio for
the Moldovan economy lie within the range of values reported in the economic literature.
Furthermore, the evolution of the Incremental Capital-Output Ratio in the first few years of
sustainable growth in Moldova reflects the wide availability of unemployed or underemployed
resources in the economy at the time thus allowing the achievement significant economic growth
which was associated with low values of the Incremental Capital-Output Ratio over the period. The
paper proceeds to utilise the recent Incremental Capital-Output Ratio estimates for the Moldovan
economy over the period 2015 to 2019 inclusive to calculate an average estimate of the Incremental
Capital-Output Ratio and use this average estimate to generate estimates of the Gross Fixed Capital
Formation ratios as a share of GDP required to reach a number of indicative growth paths in the
medium to long term. It is notable that the growth path which is attainable given current conditions
in the economy is close to the latest medium term forecasts by International Financial Institutions
and the Ministry of Economy and Infrastructure. The paper concludes by discussing the design of
economic policy and development planning in Moldova and suggesting areas for further work.

Keywords: Gross Fixed Capital Formation, Gross Domestic Product, Incremental Capital-Output
Ratio, economic policy

Lucrarea analizeazd notiunea de Raportul incremental capital-iesire (ICOR) al unei economii §i
prezintd estimdri ale ICOR pentru economia Republicii Moldova, utilizdnd datele conturilor nationale.
Scopul studiului este de a calcula estimdrile ICOR pentru perioada de tranzitie a economiei Republicii
Moldova pdnd in prezent, de a utiliza estimdrile derivate pentru a analiza aspecte ale cresterii economice
din Republica Moldova in perioada de tranzitie si de a utiliza valoarea medie a ICOR din perioadd recentd
pentru simulare si prognozd. In ansamblu, estimdrile empirice ale raportului incremental capital-iesire
(ICOR) pentru economie se incadreazd in intervalul de valori raportate in literatura economicd. In plus,
evolutia raportului incremental capital-iesire (ICOR) in primii cdtiva ani de crestere durabild reflectd
disponibilitatea largd a persoanelor somere sau subocupate in economie la momentul respectiv,

1ID ORCID 0000-0002-2193-4035, |« e-mail: papaphilippou@4assist.eu

1 The author holds a PhD in Economics from the University of Cambridge and is currently the Economic
Development Planning Expert of the EU-funded Technical Assistance project “Support the Moldovan Government
in identifying and preparing projects linked to the implementation of the Association Agreement”. The views
expressed in the article are personal. The article has benefitted from comments and suggestions from two
anonymous reviewers. E-mail: papaphilippou@4assist.eu
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permitdnd astfel realizarea unei cresteri economice semnificative care a fost asociatd cu valori scdzute
ale raportului incremental al productiei de capital pe parcursul perioadei. In lucrare se utilizezeaz
estimdrile recente ale Raportului incremental capital-iesire (ICOR) pentru economia Republicii Moldova
in perioada 2015-2019, inclusiv pentru a calcula o estimare medie a ICOR si a utilizarea aceasteia pentru
a genera estimdri ale ratelor brute de formare a capitalului fix ca pondere din PIB necesard pentru a
atinge o serie de cdi orientative de crestere pe termen mediu si lung. Este de remarcat faptul cd calea de
crestere care poate fi atinsd in conditiile actuale ale economiei este apropiatd de cele mai recente
prognoze pe termen mediu ale institutiilor financiare internationale si ale Ministerului Economiei si
Infrastructurii. Lucrarea se incheie cu proiectarea politicii economice, planificarea dezvoltdrii in
Republica Moldova si sugerdnd domenii pentru lucrdri ulterioare.

Cuvinte cheie: Formarea brutd a capitalului fix, Produsul Intern Brut, Raportul incremental
capital-iesire (ICOR), politicd economicd

B cmamve aHaausupyemcsi  3koHomuueckuil ~mepmuH IlpedeavHblll  kKoagPuyueHm
kanumasoomdauu (ICOR), a makdice ocywecmeaaromcs pacdemsi 0aHHO20 KoagpguyueHma 05
sKoHomuku Pecnybauku Mosadosa ¢ ucnosnv3osaHuem OAHHbIX HAYUOHAAbHbIX cyemos. llesw
uccaedosaHusi - paccuumambs 3HaveHusl IlpedesvbHozo koagpduyuenma kanumasnoomoadu 041
nepexodHozo nepuoda Mo.10a8CKOU IKOHOMUKU 00 HACMOAWE20 8peMeHU, UCN01b308aMb NOJ1Y4eHHble
JdaHHble 0451 aHA/AU3a ACNeKmMo8 3KOHOMu4ecko2o pocma 8 Pecnybauke Mosadosa 6 meveHue
nepexodHo20 nepuoda u UCno/a1b308amb cpedHee 3HaveHue JAHHO20 KosadduyueHma 3a nocaedHull
nepuod c yesnvio Mo0eaupo8aHusi U Npo2HO3UuposaHusi. B yesom, npedcmasieHHble IMnupuyeckKue
3HaueHus1 IIpedeabHozo koagduyueHma kanumassoomdavyu 045 3KOHOMuUKU Pecnybauxu Mosadoea
Haxodsamcsi 8 npedeaax duana3oHa 3HA4eHull, NpusedeHHbIX 8 IKOHOMUYeCKOolU aumepamype. Kpome
mozo, 3gostoyus IlpedeavHozo koagpduyuenma kanumasoomadayu 6 nepevle HECKOAbKO Jiem
ycmotiuugozo pocma ompasuad Haaudue 60/1bWo20 KoJauvecmsd 6e3pabomHbiX uau pabomHukos c
Heno/IHOU 3aHAMOCMbI0 8 IKOHOMUKE, 8 MO e 8peMsi 3Mo No380AUN0 006UMbCS 3HAYUMEALHO20
9KOHOMUYecko20 pocma, Komopwlil 6bl/1 C853aH C HUSKUMU 3HAYEHUAMU OaHHO20 Koagpduyuenma 3a
dauHblll nepuod. B cmamve ucnosb3ylomcsi nocjiedHue pacdumaHHwvle daHHble [IpedesbHo20
KoagpgpuyueHma kanumasaoomoavu 0411 skoHomuku Pecnybauku Moadosa 3a nepuod ¢ 2015 no 2019
2006l 8KAIOYAS1 pacyembl cpedHe20 3HA4eHUsl 0dHHO20 Koad@uyueHma u Ucno/1b308aHuUsi OAHHO20
cpedHe20 3Ha4yeHusl 0451 NOAYy4YeHusl OYeHOK Koagp@uyueHmos 6a.n108020 HAKONJAEHUS OCHOBHOZ20
Kanumasaa kak dosaa BBII Heob6xodumas das docmudiceHusl psda OpUeHMUPOBOYHbIX mpaekmopuil
pocma 8 cpedHecpouHoll u dos2ocpouHoll nepcnekmuse. [IpumevamenvHo, Ymo mpaekmopus pocma,
docmuzaemas 8 HbIHEWHUX YCA08USIX 8 IKOHOMUKeE, 64U3KA K NOCAEOHUM CpedHeCcpOUHbIM NPOZHO3AM
MeHCOYHAPOOHbIX PUHAHCOBBIX UHCMUMymos u MuHucmepcmea 3KOHOMUKU U uH@dpacmpykmypsl. B
3aka4eHuUU cmamvu npedsaazaemcsi K 06Cyic0eHur0 paspabomka 3KOHOMUYecKolU NnoAUMuKu Uu
naaHuposaHue pazsumusi 8 Pecnybsauke Mosadoea, a makxce npedsnazaromcsi HanpaeaeHusl 04
dasvHetllwel pabomboil.

Kawouesvwle cnosa: Basosoe HakonseHue 0CHO8HO20 KanumaJa, 8a/1080U 8HympeHHUll npodykm,
IIpedeabHhblil koagPuyuenm kanumasaoomaoayu, SKOHOMUYECKAS] NOAUMUKA

INTRODUCTION

The notion of an economy’s Incremental Capital-Output Ratio (ICOR) has been widely used
in theoretical and empirical work in economics. Following the seminal contributions by Harrod
(Harrod, 1939) and Domar (Domar, 1946), estimates of an economy’s ICOR have been widely
used by analysts to generate medium to long term forecasts of economic growth as a function of
a projected investment path in the future or to generate estimates of the required volume of
investments to support the attainment of a targeted path of real Gross Domestic Product for the
economy under consideration.

The purpose of this paper is to analyse the notion of the ICOR, provide estimates of the evolution
of the ICOR for the Moldovan economy over its transition period to date and compare the derived
estimates with the values expected from studies in the economic literature, analyse aspects of
economic growth in Moldova in the light of the calculated ICOR estimates over time, utilise the average
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value of the ICOR over the recent period to estimate the investment as a share of GDP which is required
to reach a number of selected economic growth paths and discuss briefly the design of economic policy
and development planning in Moldova.

The rest of the paper is organised as follows: The next section contains a brief literature review.
[t presents the definition of the ICOR and analyses briefly the ICOR’s properties, it presents the
hypothesis regarding the expected range of values of the ICOR according to the economic
literature and discusses the use of the ICOR for policy-relevant simulation and forecasting
purposes. The next section describes the data used for the analysis contained in the paper. These data
include the annual evolution of the nominal Gross Fixed Capital Formation and the nominal GDP
estimates, as well as the real annual GDP growth rates over the period 1995 to 2019 inclusive. The data
section includes also an analysis of the evolution of the economy’s output over Moldova’s transition
period. The paper’s next section contains the main results of the paper. These include an analysis of
the evolution of the ICOR over Moldova'’s transition period to date and the use of the average value of
the ICOR over the period 2015 to 2019 to estimate the share of Gross Fixed Capital Formation in GDP
required in order to reach a number of selected real annual growth paths. The paper concludes by
discussing aspects linked to the design of economic policy and development planning in Moldova and
suggesting areas for further work.

LITERATURE REVIEW
Following the seminal contribution in the economic literature by Harrod (Harrod, 1939) and
Domar (Domar, 1946) the notion of an economy’s ICOR has been widely used in theoretical and
empirical work in economics.
More specifically estimates of an economy’s ICOR have been widely used to generate:
Medium to long-term forecasts of economic growth, as a function of a projected investment
path in the future; or
Estimates of the required volume of investments -or of the financing gap that need to be
filled by additional investments- in order to support the attainment of a targeted path of real GDP for
the economy under consideration.

We define the ICOR of an economy at time t by the following equation:
ICOR=I(t)/[GDP(t+1)-GDP(t)] (D

Equation (1) defines the ICOR as the ratio between:
1. Gross investment at t, I(t); over
2. The increase in the economy’s volume of Gross Domestic Product (GDP) between t and the next
period, t+1 (i.e., the difference between GDP(t+1) and GDP(t), both measures in prices of time t).
Dividing the numerator and denominator of equation (1) by the economy’s output at time t we
arrive at the expression:

ICOR={I(t)/GDP(t)}/{[GDP(t+1)-GDP(t)]/GDP(t)} 2)

The numerator of equation (2) expresses the ratio of Gross Fixed Capital Formation to GDP,
both measured at current prices of year t-which we will call the investment ratio. The denominator of
equation (2) is the rate of growth of real GDP between time t and t+1.

With regard to the ICOR’s characteristics and its range of values it is worth noting the following points:

In general, economic growth in any economy emerges out of a combination of a number of
factors of production which, -in addition to investment and its addition to an economy’s stock of
capital-, includes also: land, labour, entrepreneurship and managerial skills, and institutional
arrangements. Growth may, therefore, emerge out of variations in the above-mentioned factors of
production and their productivity through time and/or due to variations in their capacity utilisation.

Equation (1) places emphasis on the importance of investment as a driver of economic
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growth and, furthermore, assumes a 1-period time lag between investment and growth in output.
Equation (1) implicitly assumes that the other factors of production in addition to capital will be
forthcoming to support the growth process in the future.

The typical value of the ICOR found in the economic literature is in the neighbourhood of 3.
The available studies in the economic literature suggest that the ICOR value is likely to range
between the values of 2 and 7, with the ICOR of industrialized countries expected to lie within the
range of 3 to 3.5. This may be taken as the general hypothesis to be empirically investigated. A
paper by Ramos, Pastor and Rivas (2008) provided estimates of the ICOR for the Latin American
countries, with the average value of the ICOR for these economies being equal to 5.6.

The ICOR is frequently thought of as providing an indication of the efficiency of investmentin
an economy. More specifically the lower the value of the ICOR the higher the efficiency of investment
in the economy. This can be readily seen if we re-arrange equation (1) as follows: GDP(t+1) =
[I(t)/ICOR] + GDP(t). Now, and with the values of GDP(t) and I(t) given, the lower the value of the ICOR
the higher the value of the economy’s output in the next period, i.e. the higher the value of GDP(t+1).

The value of the ICOR is unlikely to remain constant over time and, as Gross and Steinherr
(Gros & Steinherr, 1995) note, in Eastern Europe the assumption of a constant ICOR may only be a
reasonable approximation towards the end of the adjustment phase.

The ICOR for an economy should be estimated over a period which is considered as typical (or
as normal) as possible, and is usually estimated as an average over several periods. Furthermore, the
value of the ICOR is a function of the economy’s relative position on the business cycle. As emphasised by
Thirlwall (Thirlwall, 1989) in attempting to calculate ICORs the stage of the business cycle must always
be born in mind. In particular, as noted by Thirlwall (Thirlwall, 1989), if the economy is working below
capacity, very little extra capital will be needed to increase output and substantial growth may thus be
associated with a relatively small ICOR value. In other words, it is well-known that if the economy is
working well below capacity substantial growth may be associated with relatively low investment. We
will return to this point when analysing the evolution of the ICOR in the Moldovan economy.

Turning to the use of the ICOR in empirical work, estimates of an economy’s ICOR are frequently
used to generate:

1. Medium to long-term forecasts of economic growth, as a function of a projected future
investment path, as from equation (1), and with the level of real investment determined for any
time t, it readily follows that the path of real GDP is determined by the relationship GDP(t+1) =
[I(t)/ICOR] + GDP(t).

2. Estimates of the required volume of investments -or the financing gap that need to be filled
by additional investment projects- to attain a targeted path of GDP for the economy under
consideration. Given a targeted path of real GDP over a future period, equation (1) may be re-
arranged to provide a path of the required investment at any t through the relationship: I(t) = ICOR
[[GDP(t+1) - GDP(t)].

To conclude the notion of the ICOR provides a useful conceptual framework for policy-relevant
simulation and forecasting exercises, which is widely used mostly because of its simplicity. At the same
time, as Easterly (2002) argued, it is worth keeping in mind that:

1. There is little empirical evidence to suggest that investment is either a necessary or a
sufficient condition for economic growth in any economy; and

2. The emphasis placed upon simple calculations of investment needs and/or financing gaps
has had the counterproductive effect of diverting attention from the deeper determinants of economic
growth in any economy.

From a practical point our view is that the analyst and policy advisor in any economy must try to
reach a judgement regarding

- The potential usefulness of the ICOR for analytical and forecasting purposes (and the
plausible range of values for the economy under consideration); while

- Keeping in mind the need to avoid using the instrument in a mechanical way to generate
simulations and forecasts, and the need to retain a focus on the deeper determinants of economic
growth and welfare, which should be at the core of development planning and policy interventions in
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the medium to long-term. We will return to this point in the concluding section of this paper which
discusses the design of economic policy.

DATA AND OUTPUT DEVELOPMENTS OVER THE TRANSITION PERIOD
Table 1 below provides the data used for the analysis contained in the paper. The table reports the
annual estimates of the nominal Gross Fixed Capital Formation in Moldova and Moldova’s nominal GDP
estimates, as well as the real annual GDP growth rates over the period 1995 to 2019 inclusive. The estimates
were compiled by Moldova’s National Bureau of Statistics and exclude the Transnistrian region.
Table 1
The evolution of the nominal Gross Fixed Capital Formation, the nominal GDP and the
real annual GDP growth rates over 1995-2019

Gross Fixed
Capital Formation

Gross
Domestic Product

Annual real
GDP growth rate (%

1995 1033791 6479715 -1.4
1996 1539894 7797562 -5.9
1997 1774214 8916975 1.6
1998 2011571 9122113 -6.5
1999 2271950 12321554 -3.4
2000 2472468 16019558 2.1
2001 3189965 19051531 6.1
2002 3681781 22555858 7.8
2003 5127275 27618918 6.6
2004 6786848 32031777 7.4
2005 9257932 37651869 7.5
2006 12691495 44754367 4.8
2007 18221720 53429571 3.0
2008 21391380 62921545 7.8
2009 13654952 60429803 -6.0
2010 19432907 86275377 7.1
2011 22877804 98772814 5.8
2012 24929093 105480184 -0.6
2013 27533035 119532871 9.0
2014 34562267 133481634 5.0
2015 35407562 145753642 -0.3
2016 35714916 160814564 4.4
2017 39868390 178880890 4.7
2018 46817866 192508553 4.3
2019 53012618 210378059 3.7

Source: National Bureau of Statistics

Note: The Gross Fixed Capital Formation and GDP estimates reported in table 1 are in MDL
thousand. The 1995 to 2009 nominal Gross Fixed Capital Formation and nominal GDP estimates were
compiled according to the SNA-93/ESA-95 compilation methodology, while the 2010 to 2019
estimates were compiled according to the SNA-2008/ESA-2010 methodology. The data reported in the
table exclude the Transnistrian region

It is notable that the data over the period 1995 - 2010 reported in table 1 exclude the early
transition years following Moldova’s independence in 1991 that were characterised by a collapse in
the economy’s output. This significant drop in economic activity at the onset of the transition process
has been common for many transition economies, but was particularly severe in the case of Moldova
due to:

1. Theadverse Terms of Trade effect following Moldova’s independence. The breakup of the Soviet
Union implied that the Moldovan economy lost access to both subsidized inputs to its production process
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(including energy), as well as subsidized markets for its export industries. Indeed the empirical studies of
Orlowski (Orlowski, 1993) and Tarr (Tarr David, 1994) suggest that Moldova was the hardest hit among
all fifteen Former Soviet Union economies from the breakup of the Soviet Union;

2. Theimpact of natural disasters in 1992 and 1994; and

3. The adverse effect of the Transnistrian conflict in 1992.

It is clear from the evolution of the real GDP growth rate reported in table 1, that the economy
experienced negative rates of growth over the period 1995 to 1999 inclusive, with the single exception
being the very modest growth of 1.6 % achieved in 1997. From the year 2000 to the year 2008 inclusive
the economy of Moldova experienced a sustainable growth in output. This sustained growth episode
ended in 2009 when a significant drop of 6 % was registered in Moldova’s real GDP reflecting the adverse
effect of the international financial crisis on Moldova’s economy. Growth resumed in 2010 and the period
2010-2019 is characterised by positive annual rates of growth of real GDP with the exceptions of the
slight drops in real output registered in the year 2012 (-0.6 %) and the year 2015 (-0.3 %).

MAIN RESULTS

This section utilises the data reported in table 1 above to calculate and analyse the evolution of:

1. The Gross Fixed Capital Formation ratio as a share of GDP over the 1995 to 2019 period
inclusive; and

2. The ICOR from the onset of sustained growth in the year 2000 onwards.

The methodology used to derive the ICOR estimates in the paper relies upon the calculation of
the ICOR as determined by equation (2) analysed in the literature review section. The results reported
below exclude estimates for years when in the next period the economy’s real GDP registered a drop.
As noted in the literature review section above, the ICOR for an economy should be estimated over a
period which is considered as typical (or as normal) as possible, and is usually estimated as an
average over several periods. After analysing aspects of economic growth in Moldovan in the light of
the calculated ICOR estimates the paper proceeds to use the average value of the ICOR over a recent
period to estimate the Gross Fixed Capital Formation ratio as a share of GDP required in order to reach
selected economic growth paths in the medium to long term.

With regard to the paper’s contribution, it is notable that, in addition to providing concrete
estimates of the evolution of the ICOR for the Moldovan economy through time and comparing these
estimates with the expected values of the ICOR reported in the economic literature, the paper makes a
contribution by providing an analysis of the evolution of the economy’s output over time in the light of
the values of the calculated ICOR estimates. It furthermore uses the average value of the ICOR over a
recent period to study the attainability of selected economic growth paths in the medium to long term
and contrasts these results with the latest medium-term forecasts by International Financial
Institutions and the Ministry of Economy and Infrastructure.
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Graph 1 below depicts of the evolution of the Gross Fixed Capital Formation ratio as a share of
GDP over the 1995 to 2019 period.
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Graph 1. The evolution of the Gross Fixed Capital Formation ratio as a share of GDP over 1995-2019
Source: Own calculations on National Bureau of Statistics data

It is notable that the period of sustained economic growth in Moldova over the period 2000 to 2008
inclusive was accompanied by a significant increase in the Gross Fixed Capital Formation ratio as a share of
GDP from 15.4 % in 2000 to around 34 % in both 2007 and 2008. As depicted in graph 1 the 2009 financial
crisis was accompanied by a significant drop in the Gross Fixed Capital Formation ratio as a share of GDP
to 22.6 % and the evolution of the Gross Fixed Capital Formation ratio as a share of GDP from 2010 to 2019
has hovered around its average value of 23.6 % over the 2010-2019 period.

We now turn to present estimates of the annual evolution of the ICOR calculated on the basis of
the data reported in table 1 according to equation (2). We report ICOR estimates from the year 2000
onwards. It is notable that in the earlier period the annual real GDP growth rates were negative (with
the exception of the 1997 estimate) and the ICOR estimates calculated on the basis of equation (2) are
nonsensical.

Table 2 below depicts the evolution of the Gross Fixed Capital Formation ratio as a share of GDP
(which is referred to as the investment ratio in the table) the annual real GDP growth rate and the ICOR
over the period 2000 to 2009 inclusive.

Table 2
The evolution of the Gross Fixed Capital Formation as a share of GDP
(I ratio) the real GDP growth rate and the ICOR over 2000-2009

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
I ratio (%) 154 | 167 | 163 @ 186 | 212 246 | 284 | 341 | 340 @ 226
GDP growth (%) 21 61 | 78 | 66 | 74 75 48 | 30 | 78 @ -6.0
ICOR 25 21 | 25 | 25 | 28 | 51 | 95 | 44 3.2

Source: National Bureau of Statistics and own calculations

The first row in the table provides the evolution of the calculated investment ratio rounded to
the first decimal point. The second row provides the evolution of the estimates of the annual rate of
growth of real GDP. The final row provides the annual evolution of the calculated estimates of the ICOR
rounded to the first decimal point which is defined in accordance with equation (2) by the ratio of: (i)
the investment ratio at time t over (ii) the rate of growth of real GDP at time t+1. The estimate for 2008
is not reported given that Moldova'’s real GDP in 2009 registered a drop.

As noted in the literature review section of this article existing empirical studies suggest that the
ICOR value of an economy is likely to range between the values of 2 and 7. The range of ICOR values
reported in table 2 above lie within this interval, with the single exception being the ICOR estimate for
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2006 which reflects the relatively high investment ratio in 2006 (28.4 %) and the modest real growth
in GDP experienced in 2007 (3.0 %).

The ICOR values for the 2000-2004 are very low and well below the value of 3. It is notable that this
is not surprising as the economy in 2000 emerged from the pronounced depression over the transition
period to that date. During the first few years of the 2000-2008 sustainable growth experienced in Moldova
the economy operated with significant unemployed or underemployed resources due to the prolonged
recession following the break-up of the Former Soviet Union up to and including the year 1999. The
availability of idle resources in the economy allowed the achievement of the significant economic growth
experienced over the period 2000-2008 which was associated with low values of the ICOR over the period.
We should also add that the relatively low value of the ICOR for 2009 reflects the rebound of economic
activity in 2010 following the significant drop in output in 2009 (-6.0 %).

Table 3 below depicts the evolution of the Gross Fixed Capital Formation ratio as a share of GDP
(which is referred to as the investment ratio in the table) the annual real GDP growth rate and the ICOR
over the period 2010 to 2019 inclusive.

Table 3
The evolution of the Gross Fixed Capital Formation as a share of GDP
(I ratio) the real GDP growth rate and the ICOR over 2010-2019

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
I ratio (%) 22,5 | 232 | 23.6 | 23.0 | 259 | 243 | 222 | 223 | 243 | 25.2
GDP growth (%) 7.1 5.8 -0.6 9.0 5.0 -0.3 4.4 4.7 4.3 3.7
ICOR 3.9 2.6 4.6 . 5.5 4.7 5.2 6.6

Source: National Bureau of Statistics and own calculations

It is notable that the ICOR estimate for the years 2011 and 2014 is are not reported in the above
table as Moldova's real GDP registered drops in 2012 and 2015. The final estimates of the National
Accounts for 2020 are not yet available. However, the year 2020 is also likely to be exceptional due to
the significant adverse impact of the pandemic and (to a lesser extent) the adverse impact of the
drought on the economy’s GDP which is expected to register a significant drop.

As noted in the literature review section of this article existing empirical studies suggest that the
ICOR value of an economy is likely to range between the values of 2 and 7, with the ICOR of
industrialized countries expected to lie within the range of 3 to 3.5. The paper by (Ramos et al., 2008)
provided estimates of the ICOR for the Latin American countries, with the average value of the ICOR
for these economies being 5.6. It is notable that all the values of the ICOR for the Moldovan economy
reported in table 3 lie within the range of expected values in the economic literature. The average value
over the period 2015-2018 equals 5.5 and is thus very close to the value of the ICOR for the Latin
American countries reported in the paper by (Ramos et al., 2008)

As noted already in the literature review section using the estimated value of the ICOR we may
generate forecasts of the GDP growth as a function of the projected investment or, alternatively,
calculate the investment required in order to reach a targeted growth path.

We will calculate below the Gross Fixed Capital Formation ratio as a share of GDP which is
required to reach annual growth paths of real GDP of 4%, 5 % and 6 % in the medium to long term. It
should be emphasised here that an analyst should use the ICOR as an instrument to project the
economy’s evolution in the medium to long term. In contrast short to medium term projections should
rely more on a careful assessment of current economic conditions and their likely trends in the short
to medium term.

Now it is notable that the 4%, 5 % and 6 % growth paths analysed below as possible medium to
long run growth scenarios are slightly more optimistic that the latest short to medium term projections
of real growth for the Moldovan economy, with the 4 % scenario being closer to the short to medium
term projections of the International Monetary Fund, the World Bank and the Ministry of Economy and
Infrastructure of Moldova. More specifically the latest country report for Moldova of the International
Monetary Fund projects the annual rate of growth of real GDP in 2021 at 4.1 %, to be followed by
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annual rates of growth of real GDP equal to 3.8% per year for the years 2022 to 2025 inclusive
(International Monetary Fund. European Dept., 2020). In its December 2020 economic update for
Moldova the World Bank projects the annual rate of growth of real GDP in 2021 at 3.8 % and the annual
rate of growth of real GDP in 2022 at 3.7 % (The World Bank, 2020). The latest forecast of Moldova’s
macroeconomic indicators for the years 2021-2023 published by the Ministry of Economy and
Infrastructure projects the annual rate of growth of real GDP in 2021 at 4.7 % to be followed by annual
rates of growth of real GDP of 4.0 % and 4.2 % in 2022 and 2023 respectively (Ministerul Economiei si
Infrastructurii al Republicii Moldova, 2020).

Turning to our estimation, and given an ICOR value equal to 5.5, in order to reach an annual 4 %
real growth path the required ratio of Gross Fixed Capital Formation in GDP is 22%. For an annual 5 %
growth path the required investment ratio is 27.5 %, while a 6 % growth path requires an investment
ratio of 33 %. We have noted above that the evolution of the Gross Fixed Capital Formation ratio as a
share of GDP from 2010 to 2019 has hovered around its average value of 23.6 % over the period. Given
current conditions our estimations suggest that the 4 % annual growth path is attainable. However
attaining the 5 % and, especially, the 6% annual growth path would require significantly higher
investment flows.

It should be emphasised here that the above-mentioned estimates imply that the average value
of the ICOR for the Moldovan economy will remain constant and equal to its calculated average value.
This is unlikely and the results should be taken as indicative given the current structure of the
economy. Furthermore, it is worth keeping in mind that the aim of development planning is likely to
be to induce an increase in the overall efficiency of the economy aiming at leading eventually to a drop
of the ICOR estimate for the economy.

CONCLUSION

We now turn to discuss briefly the design of economic policy and development planning in
Moldova. The design and conduct of economic policy in Moldova should aim at simultaneously:

1. Increasing investment in the economy; and

2. Inducing an increase in the overall efficiency of the economy (and the efficiency by which the
factors of production combine in order to generate growth and development, thus leading to a drop in
the value of the ICOR for the economy through time).

To attain the first goal mentioned above a sustained effort should be undertaken to create and
maintain a stable macroeconomic and regulatory environment which is conducive to the attraction and
retention of domestic and foreign investment in the economy. Of particular importance would be to
strengthen the commercial banking system’s intermediation which would convert the available
domestic savings into productive investment. This sustained effort to create the conditions conducive
to investment attraction should also include promotion policies by policy makers supported by
targeted interventions, such as the activities of the “Invest Moldova” organisation.

The second goal of economic policy mentioned above should aim at designing and implementing
appropriate development strategies at the macro and sectoral levels to induce sustained increases in
the efficiency of the economy. Efforts towards this end will be the efficient implementation of the
Association Agreement with the EU and the existing National Development Strategy “Moldova 20307,
which provides the general framework for the further development of a number of sectoral
development strategies as indeed is envisaged in the National Development Strategy “Moldova 2030”.
[t is notable here that work is currently underway by the Moldovan authorities aiming at updating and
optimising the sectoral strategies in various key sectors for Moldova’s economic growth and
development in the years to come which is likely to contribute to the attainment of Moldova’s
development objectives.

A natural area for further work in the future is the calculation of the ICOR of the Moldovan
economy as it evolves through time given the ICOR indicator’s insight into aspects of the economic
growth record over time and its usefulness for simulation and forecasting purposes.
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ABSTRACT

Estimating the entity value is topical and of particular interest to managers and business owners, who
in turn hope that through the evaluation they will obtain parallel and new possibilities for the business
remediation. In this context, managers seek the support of qualified assessors, who will conduct a thorough
analysis of the entity's state at a given date, will apply the most effective evaluation methods. In this paper we
proposed to investigate and analyze the theoretical aspects of the entity value estimation (EVE), rendered in
the opinion of the well-informed researchers and in the light of the evaluation standards. As a result, we note
that the criteria of evaluations have been supplemented with the following criterion: by type of activity of the
economic entity. We estimate the evaluation methods in order to identify the most accepted and effective
method for this important process to the entity. For the practical aspect of the investigation, we focused on the
method of comparison in the market valuation of the enterprise, in order to establish the statistical indicators
consisting of the calculation of the median and the arithmetic mean. Based on the calculations made in the
practical part, we have found that an economic entity can change its own value, in particular, by the way its
values are profitable. In estimating the value of the entity, a decision-making function is attributed to the rests
with the assessor, in particular with regard to the methods selected and applied professionally by the entity, in
compliance with professional valuation standards and current regulations, as the fair estimation of the entity's
value leads to a secure future and a guaranteed success.

Keywords: entity, value, valuation methods, valuation standards, evaluator, estimation, median,
arithmetic mean.

Estimarea valorii entitdtii este de actualitate §i prezintd un interes deosebit pentru managerii §i
proprietarii unei afaceri, care, la rdndul lor, sperd ca prin intermediul evaludrii sd obtind paralel si noi posibilitadti
de remediere a businessului. In acest context, managerii apeleazd la sprijinul evaluatorilor calificati, care vor
desfasura o analizd profundd a stdrii entitdtii la o anumitd datd, vor aplica cele mai eficiente metode de evaluare.
In aceastd lucrare ne-am propus sd cercetdm si sd analizdm aspectele teoretice cu privire la estimarea valorii
entitdatii (EVE), redate in opinia cercetdtorilor notorii si prin prisma standardelor de evaluare. Drept rezultat,
mentiondm cd a fost completatd schema criteriald a evaludrilor cu urmdtorul criteriu: dupd tipul de activitate
al entitdtii economice. Descriem metodele de evaluare cu scopul de a identifica pe cea mai acceptatd si eficientd
metodd pentru acest proces semnificativ pentru entitate. Pentru aspectul practic al investigatiei ne-am axat pe
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metoda comparatiei in evaluarea de piatd a intreprinderii, pentru a stabili indicatorii statistici care constau in
calculul medianei si a mediei aritmetice. In baza calculelor efectuate in partea practicd, am constatat cd o
entitate economicd fsi poate schimba propria valoare, in special, prin modul de rentabilizare a valorilor sale. In
procesul de estimare a valorii entitdtii, o functie decizionald revine evaluatorului, in special in ceea ce priveste
metodele selectate si aplicate in mod profesional de cdtre acesta, prin respectarea standardelor profesionale de
evaluare si a reglementdrilor actuale, deoarece estimarea justd a valorii entitdtii conduce la un viitor sigur si la
succes garantat.

Cuvinte-cheie: entitate, valoare, metode de evaluare, standarde de evaluare, evaluator, estimare,
mediand, media aritmeticd.

OyeHka cmoumocmu npednpusimusi npedcmasJsiem 0coGyr aKMya/JabHOCMb U UHMepec 0151
MeHedxcepos U e/1ade1byes 6u3Hecd, Komopble, 8 C8010 ouepeds, 0xcudawm, Ymo nocpedcmeoM OyeHKU
napaanenbHo hoJy4am HO8ble B03MONCHOCMU 0Js HA/AANCUBAHUS 6u3Heca. B 3mom KoHmekcme
MeHedxcepbl  NoAb3YIMCcA  Nnoddepickol  Keaau@duyupo8aHHbIX OYEeHWUKO8, Komopble npogodsim
YaAybAeHHbIT aHAAU3 COCMOsIHUSL npednpusimusi HA 3a0aHHyl0 damy U NpUMeHeHsom Hauboiee
agpdpekmusHbvle Memodul oyeHKU. B daHHOT cmambe Mbl CMpeMuIUCh UCC1e008aMb U NPOAHAAUIUPOBAINb
meopemuueckue achekmol oyeHKu cmoumocmu o6sexkma (EVE), npedcmasieHHble N0 MHEHU0 U38eCMHbIX
uccsaedosame.ieli U ¢ mo4KU 3peHus CmaHAapmos oyeHKuU. B pe3y1ibmame ommemum, Ymo KpumepuaibHast
cXeMa OYeHOK 6blia dono/IHeHa KpumepueM «no eudy desimeabHocmu Xo3sticmeyruezo cyoosekma». Mbi
onucblgaem Memodbl OYeHKU, Umobbl onpedeaums Haubosiee npuemaemblil U 3gpgpekmusHblll Memod 015
3mMo20 8axcHo20 01 KoMnaHuu npoyecca. Ymo Kacaemcsi npaKkmuyeckozo acnekma ucc/iedo8aHusi, Mbl
cocpedomo4uaucs Ha Memode CPABHEeHUsI NPU PbIHOYHOU OyeHKe npednpusimusi, 4mobsl ycmaHo8UmMbs
cmamucmuyeckKue noKasameu, cCocmosiuue 8 8bl4UcAeHUU MeduaHbl U cpedHezo apugmemuyeckozo. Ha
0CHOBE pacuemos, NPo8edeHHbIX 8 NPAKMUYECKOU Yacmu, Mbl yCMAHOBUAU, YMO IKOHOMUYECKUL CYy6oeKm
MOXHCEM UMEHSIMb COBCMBEHHYI0 CMOUMOCMb, 8 YACMHOCMU, 0eadsl C80U YeHHOCMU npubblabHbiMU. B
npoyecce oyeHkKu cmoumocmu npedhpusimusi (GyHKYUs1 NPUHSIMUSL pewleHull 803/1020emcsi Ha OYeHWUKd, 8
YacmHocmu, 68 OMHOWEHUU BblOPAHHLIX U  NPUMEHSIEMbIX Memodos, nymem  CcO6A100eHUs.
npoeccUoOHaAbHbIX CMAHAAPMO8 OyYeHKU U Jelicm8yroujuX HOPMAMUBHBLIX dKMO8, NOCKOIbKY
cnpasediusas oyeHka cmoumMocmu npednpusimusi 8edum K 6€30NnacHoMy U 2apaHmuposaHHomy 6ydyuiemy.

Karoueswie cno8a: cy6sekm, cmoumocms, Memodsl OYeHKU, CMaHdapmbul OYeHKU, OYeHWUK, OYeHKd,
MeduaHa, cpedHee apugpMemuyecKoe.

The value is estimated most accurately by comparison.

INTRODUCTION

Estimating the value of the entity is an activity that becomes increasingly important, because
the purpose of all economic operators is to carry out a profitable business. The assessment of the
economic entity aims to provide a value of the economic entity, in this context the estimate of the
value of an enterprise is intensified because its success ultimately depends on the level and how
to remedy the value increase, also through management that focuses on the value of the entity. We
argue that increasing the value of an entity contributes to a better reputation, which strengthens
its safe positioning on the market, but also its stability. "The enterprise is itself a changing entity,
obliged to continuously improve and adapt its level, structure and quality of transformations on
input elements to meet the needs of the market, personnel, administration and to win itself in
terms of profit, image, market share, extension capacity, resistance to competition, etc."(Deliu et
al, 2011, 81-87).

We mention that the evaluation represents the process of estimating the value of goods of
different types: tangible or intangible, movable or immobilized, of business, business actors, we
emphasize that it is also the most important step in determining the fair value of an economic
entity. The evaluation work is carried out by an evaluator through a thorough analysis and the
outcome of the evaluator's work is based and confirmed using the entity's evaluation methods,
based on the actual purpose of the evaluation. Each evaluation method refers to a time model that
contains information about how the entity is evolving. Due to the evaluation of the value of the
business, managers can identify new possibilities for the development and expansion of the
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business, but also eliminate the weaknesses of the company's activity.

The economy is always developing, which is why the entity's valuation methods must comply
with these changing aspects, which are determined by local and international market rules.
Investigating the aspects of assessing the cost and the economic entity’s price mechanisms at a given
time are very essential in calculating its fair value.

At the same time, we consider the overall value of the economic entity in the light of new
evaluation methods versus the traditional ones to be very difficult to establish. At the same time, we
note that in the practice of evaluation there are no standard models that allow the choice of
evaluation methods, as it depends on many factors that are specific to a concrete situation. However,
the evaluation standards are valid by the evaluation standards.

The declared role of evaluation standards is mainly: to establish procedures that te allow value
certification under conditions comparable to national (domestic) and international law, evaluation
practice and accounting standards; to assist evaluators by defining the fundamental elements of
evaluation, creating a precise and compatible basis in practical activity; and to ensure quality
parameters for evaluation beneficiaries"(Tutui, f.a.).

LITERATURE REVIEW

Since the valuation has the ability to monitor certain external actions related to the entity, such
as the influence of fixed assets, changes in market value in respect of intangible assets and others,
respectively, we may mention that the valuation may also identify changes that are not found and
presented in the accounting reports in a real way that will helps identify the entity’s actual value.
The main institutions of governance systems actively support the assessment of the entity's value.
Of course, the evaluation contributes to the improvement, but, nevertheless, it is not always analyzed
in a critical way (The Evaluation Enterprise, f.a., 2020, 6).

A proposed objective for the achievement of this study is to deepen knowledge in the
conceptual field in the process of estimating the e entity's value. To this end, we will then give a
description of the scientific approach to assessing the value of the entity in the literature.

Most frequently, the valuation is carried out on financial markets and less on other markets in
order to clarify the financial situation, to establish the adaptation to the regulations in force or the
association of proprietary transactions. In support of this process, the International Assessment
Standards (IES) are developed globally for the purpose of carrying out the evaluation tasks, by using
the generally recognized concepts and principles. IES ensures transparency and consistency in
evaluation practice. In this context, the International Assessment Standards Committee (IVSC)
contributes to the formation to practical approaches to the activities and qualifications of
professional assessors. At the same time, we consider it important to stress that in order to comply
with international evaluation standards, the evaluation must be carried out in accordance with all
the rules that are established by the IES, arising from the purpose and conditions set out in the
evaluation process.

For the purpose of estimating the value of the entity, the completion of the entity's valuation
process should be carried out on a regular and credible basis. This process begins by identifying by
the evaluator the entity that should be evaluated and the basis of the evaluation and ends with
reporting the conclusions to the client.

The evaluation has been defined by some researchers as a set of techniques, processes and
methods by which the value of a good, group of goods, asset or enterprise is established, is a simple
operation of weighing, measuring, etc., being a complex process of estimating the value (Deaconu,
2002).

The evaluation is also defined by other researchers "as the process of estimating a type of value
(e.g. market value, insurance value, subjective value, liquidation value, etc.) of a particular identified
property at a certain date", and the estimation process involves both elements of "assessment
science" and elements of the evaluator's ability, synthesized by the word "assessment art" (Proiect
Procesul de Evaluare a Intreprinderii - Sinteza Diagnosticelor, f.a.).

The Romanian researcher Ion lonita states that "the evaluation of the organization involves
not only establishing the value of some properties or assets of its heritage, but also determining its
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ability to generate cash flows that the owner of the organization will benefit from, since it is an asset
which in turn generates goods" (Ionita, 2007).

If we define the valuation process from the accounting point of view, it "consists in the
quantification and expression in monetary units of the size of the assets (assets, liabilities, expenses
and revenues) and of the economic and financial operations with changes in the assets mass" (Oprea
and Ristea, 2000).

Thus, by generalizing the above mentioned, we define the estimate of the entity's value as the
process of determining two types of values (market or non-market) of the business, with the main
purpose of profit-making, and the performance, determined by the evaluator within a determined
period, allows the development in perspective through a more efficient organization of revenues,
through multilateral market research and, inevitably, competition. In the opinion of the authors, the
purpose of an evaluation is, firstly, to establish the value of the entity by applying the appropriate
valuation methods in accordance with the specific features of that entity, in particular by applying
the processes and methods, which are maximum accepted by successful evaluators and, secondly, in
continuously monitoring and managing the value creation process in order to maximize the market
value. The essential role in the process of actual estimation of the value of the entity shall be assigned
to the assessor with professional skills, theoretical and practical knowledge.

If we refer to the national level, in the Legislation of the Republic of Moldova, "assessment is a
process of determining the value of the evaluation object at a determined date, taking into account
the physical, economical, social and other factors that influence the value".

According to the Guide on Participatory Monitoring and Evaluation of Social Services, referring
to civil society organizations, "the evaluation is an activity of in-depth analysis of interventions in
the light of the results achieved, the impact, the satisfaction of needs, to which the public policy, the
project, the service, the planned activity have set out to respond. The evaluation refers to the analysis
of the extent to which the objectives have been achieved, the exposure of assessments of how
effective and efficient the process was, how relevant the activities were, how sustainable the results
were achieved" [SOROS, 2019].

Some bibliographical sources related to the investigated topic reveal that these researches are
focused on the description of the conceptual foundations of the evaluation activity, on the types of
values that represent the basis of the evaluation activity, on the description of the evaluation
methods, the place, the role of the evaluation of entities and their regulation in the activity of
commercial banks, etc.(Bancila, 2007).

The financial aspect of the entity's valuation is quite complex, as it represents a synthesis area,
where various methods of investment selection, financial forecasting and financial decision-making
are used at the same time. In economic practice, the assessment is analyzed as an activity of
estimating the value of economic goods, property rights over them, technologies and advantages
relating to the assets of economic units and the future profitability created by them. It is worth
mentioning that the evaluation process, according to the analyzed bibliography, takes place in stages
and constitutes a set of well-defined operations that initiate with the definition of the evaluation
mission, follows the collection and analysis of information by applying the methods appropriate to
this process, so that finally a special act - the evaluation report(Bancila et al., 2014).

Further to the study, another researcher in the field proposed a new paradigm within the
process of evaluating the heritage of the republic, being argued due to the delimitation of the currents
of the theory of evaluation to the contemporary stage. The author argues the correctness of the
evaluation theory based on the value based on low entropy, the appropriateness of developing the
method of estimating the actual value of the goods according to the entropic and classified value.
This paradigm imposes ways of evaluating public assets in emerging economies as a result of
highlighting the particularities of the public heritage assessment and the elaboration of the
methodology for the evaluation of public assets in the Republic of Moldova (Albu, 2012).

The assessment importance of the value of economic entities in the Republic of Moldova, was
initially highlighted during the period of privatization and restructuring of enterprises, which was
considered as an important indicator in the development of the real estate market and the market
for evaluation services, respectively of the evaluation activity. At the stage of privatization of
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enterprises, the primary concern focused on the correct calculation of the value of assets for
privatization, including the approval, modification and completion of normative acts in the field of
privatization by the Government of the Republic of Moldova, included in Judgment No. 561 of
10.08.1995. I will mention that for the mass privatization of enterprises the method of republican
auctions with subscription to shares was applied, with the participation of 3.1 million citizens or 89
percent of the holders of property vouchers. Over the course of a year and a half, 15 Republican
auctions with stock underwriting, 94 auctions and 11 public contests were held. As a result, 2235
enterprises (in whole or in part) and 191 thousand apartments were privatized in exchange for
property vouchers. Subsequently, the evaluation activity was established by the Law on evaluation
activity, No. 989-XV of 18.04.2002, in which we find the definition of the general concept of
evaluation, with the exception of the definition of value.

The most important issues put forward for debate and resolution were: the organization of the
framework of the evaluation work, the review of the legal, methodological and practical aspects of
the evaluation work. In this context, in 2003, the Provisional Regulation on the evaluation of
immovable property, drawn up under the 2002 Law, without including methods and techniques for
the evaluation of enterprises as property complexes, was approved, and "The State Agency for Land
relations and Cadaster had to draw up appropriate measures for the application of the provisions of
the nominated Regulation in order to estimate the market value of real estate by valuation
undertakings, regardless of the type of ownership and the organizational-legal form".

Simultaneously, in the context of globalization, state capacity to shape the national economic policy,
including the using of attracted foreigner funds and resources, operational efficiency of natural, resources,
intellectual capacity growth, location and internalization advantages, connections to world markets can
increase (Plaskova et al., 2018), (Spivakovskyy et al,, 2019), (Prodanova et al., 2019).

Currently, in the Republic of Moldova the Law on Evaluation Activity No. 989-XV of 18.04.2002
is valid, published on 16-07-2002 in Official Monitor No. 102 art. 773, version in force from 17.08.18
on the basis of amendments by LP173 from 26.07.18, M0309-320/17.08.18 art.492. The central
public administration body is the Agency for Land and Cadaster Relations of the Republic of Moldova,
which carries out the state policy in the field of land relations, cadaster, geodesy, cartography,
geoinformatics, subordinated by the Government of the Republic of Moldova according to
Government Decision No. 383 of 12 May 2010,with subsequent amendments and additions.

On 21 April 2018, representatives of the Institute of Standardization of Moldova (ISM),
ministries, public associations of assessors, academia and the private sector participated in the first
meeting of the Working Group on the elaboration of Moldovan evaluation standards that took place
in the premises of the Agency for Land and Cadaster Relations of the Republic of Moldova. The
meeting participants discussed the subject related to the takeover and publication of international
and European Standards for the Evaluation of Goods, developed by the International Assessment
Standards Council (IVSC) and the European Group of Evaluators' Associations (TEGoVA). At the same
time, in order to ensure an effective collaboration between ISM and ARFC, the Technical Committee
for Standardization CT 64 "Evaluation of Assets" was established, in order to streamline the process
of taking over, adopting and implementing in the Republic of Moldova the European and International
Standards for the Evaluation of Real Estate (Elaborarea standardelor moldoveneti, f.a., 2018).

It is known that the evaluation activity is regulated by the Evaluation Standards. The European
Assessment Standards state: "evaluation is the process of estimating value", and in the International
Accounting Standards the valuation is defined as a process by which the values at which the
structures of the financial statements will be recognized in the balance sheet and in the profit and
loss account”[IAS 2000:64]. The International Assessment Standards state that: "the evaluation is
intended to express and certify the value, correctly and unambiguously, in accordance with national
and supranational legislation, in accordance with the valuation standards and accounting standards
between valuations in order to build indices that reflect financial performance and consistency"
(Champness, 1997).
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[t should be noted that the International Assessment Standards Committee (IVSC), since 1981,
has been developing international evaluation standards (IVSs). Since 1997, the European Association
of Evaluators (TEGoVA), which develops the European Assessment Standards (EVS), has also been
part of this activity. Those standards include: the economic, financial and cultural peculiarities of
several countries of the European Community. In the same vein, we recall that the work of assessor
was first practiced in England in 1868, through the creation of the Organization of Real Estate
Evaluators, currently - the Royal Institution of Chartered. The main objective of this organization is
to remedy the evaluation process, but also to promote the evaluator profession. The university
discipline of evaluator is taught in the Institute of Evaluation, formerly the American Institute of Real
Estate Evaluators of North America, since 1932 (Birca, 2020).

In this context, we note that the profession of evaluator in Romania emerged in 1992, with the
establishment of the National Association of Evaluators in the country. The evaluation activity was
regulated by the National Assessment Standards (EVS) until 2000, after which they were replaced
by International Evaluation Standards (IVSs), and the National Association of Authorized Evaluators
of Romania [ANEVAR, 2020] was affiliated with the IVSC. ANEVAR is the Institute of Research in the
field of evaluation, established in 1995 under the name IROVAL. The practical evaluation work is
carried out on the basis of the ANEVAR Evaluation Standards and the Code of Ethics of the evaluator
profession, developed by ANEVAR. The evaluation work is in line with international practice in the
field of evaluation, these standards being designed on the basis of international standards, to which
have been added elements related to the regulation of evaluation practice in Romania, through the
Methodological Guides. The set of standards shall contain the practical work of evaluating
undertakings and shall include:

v’ General standards: SEV 100 General Framework (IVS General Framework), SEV 101
Evaluation Terms of Reference (IVS 101), SEV 102 Implementation (IVS 102), SEV 103 Reporting
(IVS 103).

v' Asset Standards: Enterprises, Trade Fund and Other Intangible Assets, SEV 200 Enterprises
and Business Participations (IVS 200), SEV 210 Intangible Assets (IVS 210), GEV 600 Enterprise
Assessment.

Thus, as of 31 May 2012, the Evaluation Standards have become mandatory for evaluation
work following the entry into force of Ordinance No 24 /2011 on certain measures in the field of asset
valuation [0OG 24/2011]. The evaluator shall take all measures to ensure that all sources of
information that have been used are adequate and credible for carrying out the assessment. The
standard of assessment PRACTICE GN 6 "Enterprise assessment” states that "the evaluator will
follow the reasonable steps to verify the accuracy and credibility of the sources of information and
whether they are consistent with the practices in the markets and places where the evaluation is
carried out" (Standarde | ANEVAR, f.a.).

The most frequent, the following economic concepts are applied in the company evaluation
activity: ownership, value, ability to generate profit, which means that the value of the enterprise is
based on its ability to profit from activities for the owner. As a result, that value is based on the
company's profits, which will be obtained if the business complies with the principle of continuity.
Only if the present value of the profits, which would result if the whole undertaking were liquidated
(liquidation value), exceeds the value of the business as an undertaking in operation, would the
liquidation value be presented as the value of the undertaking. The calculation of the value of the
enterprise as the value of the discounted earnings can be created on the capitalization methodology
or on the updated monetary flow techniques (Tirlea, 2012, p.15). The value of the entity is
determined by internal and external factors (Figure 1).
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Figure 1. Factors determining the value of the entity
Source: Developed by authors.

In the opinion of the authors, it is necessary to evaluate the entity for several reasons: the
existence of factors having a stable impact on the value of the entity, for example: influences related to
the existence of free prices and changes in the exchange ratio of the national currency; the internal
management of each undertaking, i.e. depreciation policies and accounting policies; depreciation of
fixed capital; management accounting. For a qualitative assessment, all price changes in the market
must be identified, it is necessary to find and measure the impact of these changes on the value of the
goods in each undertaking, but also of each undertaking as a whole by using professional evaluation
procedures.

In accordance with paragraph 22 of GEV 600, the assessment of the entity's economic situation
shall be carried out by analyzing the financial statements in monetary and percentage terms, using
specific financial indicators (Figure 2).
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Figure 2. Assessment of the entity's economic situation using specific financial indicators
(in monetary and percentage terms)
Source: Developed by authors based on GEV 600.
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DATA SOURCES AND USED METHODS

The study consists of theoretical-methodological research on the approach of the value of
economic entities, including: analysis of literature, study of International Assessment Standards,
European Assessment Standards and National Assessment Standards approved by the Government of
the Republic of Moldova, which constitute normative acts applied by evaluators. In the practical part,
we focused on the method of comparison in the market valuation of the enterprise.

RESULTS OF OWN RESEARCH AND DISCUSSIONS

As aresult of the research of the specialized literature, especially regarding the specifics of the classification
of the economic evaluation procedure, we found that the opinions regarding the classification of the
evaluation of the economic value of the entity are different. Thus, in the view of Dumitrescu D. et al,,
“Evaluations can be classified according to 5 criteria: 1. according to the goal pursued; 2. by the method
used; 3. from the point of view of the evaluated object; 4. according to the beneficiary of the evaluation; 5.
according to the position of the evaluator (Dragota et al,, f.a. 2002, p. 26). Instead, researcher Tirlea M.R.
reports that the evaluation of the value of an enterprise for different purposes allows the classification of
evaluations according to 6 criteria: 1. from the point of view of the object of evaluation; 2. from the point of
view of the purpose of the evaluation; 3. from the point of view of the beneficiary of the evaluation; 4.
depending on the position of the evaluator towards the enterprise; 5. from the point of view of the
evaluation method used; 6. in terms of value used (Tirlea, 2012b, p. 28).

Thus, we graphically present the criteria for classifying evaluations in Figure 3.
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Figure 3. Criteria for classification of assessments
Source: Developed by authors based on (Dragota et al., 2002, p. 26).

According to the information presented in Figure 3, we note that the result of the classification
of evaluations highlights a criterion that distinguishes the position of the two researchers, this is the
classification of the evaluations in terms of the value used: valuations based on market value, which we
appreciate as a welcome complement to more real estimation of the value of the entity.

According to the authors, this supplement is considered to be criteria, however, we consider that
the criteria scheme of evaluations can be supplemented by the following criterion: by type of activity of
the economic entity. According to this criterion, valuations are classified in valuations for publicly traded
economic entities and valuations for non-listed entities (Figure 4).
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Figure 4. Criteria for classification of completed assessments
Source: Developed by authors.
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One of the objectives of the study is to choose the most relevant method for evaluating the
enterprise on a specific case, taking into account the three approaches used to estimate the value of
enterprises.

In the Republic of Moldova, in practice, three main approaches are applied for estimating the
value of enterprises - through income, through spending and market (comparative). The general
picture of the evaluation process of enterprises in the Republic of Moldova can be presented by the
following characteristics:

- in the evaluation of the entity it is important to know the specific adjustments applicable to the
different valuation methods according to the given situation;

- from the point of view of the financial information provided by the capital market, there is no
sufficient correlation between traditional performance indicators and average market rates

- the valuation of the undertaking based on three value approaches (active or costs, income and
comparison) is promoted;

- the mechanical application of comparison evaluation is a challenge for the current economic
situation, which can lead to errors;

- a particular importance must be given to the professionalism of the assessor in the application
of the evaluation methods; when the method is selected, the evaluator must take into account the context
of his mission, determine the relevance of the methods according to the field of evaluation, quality,
credibility and relevance of the available information, the appropriated objective of the evaluation.

However, it should be noted that the direct application of classic methods in the Republic of
Moldova is difficult due to different objective reasons as: the insufficient development of the domestic
securities market; limited access to information; the non-interference of the intervention has a large
number of adjustments due to the lack of transparency in the accounting; long-term planning, in actual
conditions, due to difficulties in the approach application of the revenue method on evaluation; the
accounting assessment of the assets is significantly reduced compared to the market assessment.

In this context, we report that all methods of approaching the market for business valuation are
based on the principle of competition, according to which, in a free market, the interaction between
supply and demand will bring the price of business assets to a certain equilibrium.

Turning to the Market Approach which includes the comparison method, I note that this
approach is aimed at setting market limits by analyzing the prices normally paid to companies that are
competing with the company that has been assessed. Prices are analyzed using appropriate criteria.
The direct comparison method sometimes requires adjustments. The mechanism for using this method
involves the use of company accounting data, in addition to market and price indicators. This method
uses two types of values: market value and liquidation value.

In the context of this study, I would point out that a particular contribution to the market valuation
of the undertaking is provided by the comparison method. This refers to the analysis and comparison
of the business that is evaluated with competitive companies operating in the market. Information for
this method is obtained from open stock markets, previous transactions with business assets and the
absorption market. The comparative method is based on comparing the value of the company with
similar undertakings on the market according to their ownership. In practice, it is difficult to obtain
accurate data, as market information about competitors may be inaccessible or distorted. In addition,
competition obliges entrepreneurs to act unconventionally, which in turn shapes the specifics of each
business. The comparison in this case becomes ineffective.

This approach to business valuation is very similar to the comparable sales method used in the
real estate valuation. The market price of the shares of companies in the same line of business that are
actively bought and sold on the open and free market may be an indicator of the market value of
transactions involving a sufficient number of shares. The main task of the evaluator is to select a similar
undertaking for the comparative study.

The essence of the comparative approach is that the assessed undertaking and the rights
transferred to it are compared with rights and similar undertakings that have been sold on the market
recently. During the comparison process, sales data is used to deduce the market value of the company
being evaluated.
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An important aspect when applying the approach studied is the requirement for the availability
of reliable and high-quality information required for evaluation. If the evaluator can find data on
several similar sales that form a sufficiently representative sample, then he will have more confidence
in the reliability of the original information. Similar undertakings should be comparable in terms of the
following indicators, which are basic benchmarks for comparison:

- the business must be of the same type;

- the size of the business (sales) must be comparable;

- the form of ownership (rights to the undertaking) must be similar (Smirnickij and Cirkin, 2013)

Depending on the purpose of the evaluation and the specific context of the evaluation,
the comparative approach involves the use of three main methods:

- the capital market method;

- market transaction method;

- the method of industry coefficients.

The capital market method (or peer company method) is based on the use of prices generated by the
open capital market. In this method, the basis for comparison is the price of a share of companies or public
enterprises. In the classical assessment, this method is used to assess a minority holding.

In this context, we will make a concrete point with reference to the methods of market
evaluation, implemented in CIS countries, which in most cases correspond to the globally recognized
approaches and methods. At the same time, a specific feature of the assessment in these countries is
its excessive regulation. Being reflected in national normative acts, the evaluation methods need to be
applied unconditionally and involve the application of established algorithms (Buzu, 2011, p. 402).
However, in recent years, there has been a wider trend of application, including in the Republic of
Moldova, of the International and European Assessment Standards.

The market transaction method is also called the sales method, it focuses on the purchase price
of an undertaking as a whole or on a control stake.

The industry coefficient method (industrial multiplier method, price ratio method) shall be used
if the evaluator considers that comparable sales data are insufficient and their reliability questionable.
In this case, due to insufficient statistical or public sales data, different industrial and regional
relationships may be used. In the practice of developed countries, sectoral coefficients are calculated
on the basis of long-term statistical observations of the sales prices of companies in certain sectors and
their most important financial and production characteristics (Shannon, 1988).

As a result of the study, the following advantages of the comparative approach to business
evaluation can be distinguished:

- the use of direct market benchmarks, the minimum number of adjustments, which fully reflect
the market view of the undertaking's 'value';

- allows an express rapid assessment of the value of the undertaking;

- can be used to validate cost reference values derived from other approaches.

At the same time, we will also report some of the identified disadvantages of the given approach:

- for proper use, careful selection of appropriate analogue objects and collection of a large
amount of information about them is necessary, which is far from always feasible, especially in the
context of a small and non-transparent market in the Republic of Moldova;

- depends, inevitably, on the efficiency and current state of the market.

At the same time, according to Romania's experience, we note that in order to carry out the
evaluation of the SEV-2018 International Standard presents three types of approaches embodied in: 1.
market approach; 2. income-based approach; 3. the asset-based approach.

. The market approach is based on the comparison of the assessed entity with other similar
undertakings. Comparison of the company valued with other companies through this type of approach
involves:

v’ comparison with entities that have been traded on the free market;

v’ comparison with similar entities with holdings in undertakings that have been traded on the
free market;

v’ comparison with similar entities, with shares that have been traded on the free market.
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In order to compare the evaluated entity with similar ones, data and information will be used to
highlight the common comparison characteristics. It is important that this data and information are
able to provide all the characteristics necessary to carry out comparability.

Comparative coordinates that ensure comparability refer to legal conditions, ownership, legal
restrictions, location, physical characteristics, available utilities, financing conditions, conditions of
sale, market conditions, zoning and best use.

Therefore, the market approach in the valuation of the undertaking, in accordance with C15, IVS
200, consists of comparing the subject undertaking with:

v' other similar undertakings with participation in similar undertakings traded on the market;

v' relevant transactions with the participations of the subject enterprise;

v/ previous transactions.

Capital markets provide sources of information on the qualitative and quantitative
characteristics of similar undertakings. The analysis of a quantitative but also qualitative nature,
according to IVS 200, requires the evaluator to identify the representative characteristics of the subject
undertaking which should be analyzed in comparison with those of the undertakings identified as
similar which involve the analysis:

1. in the area of the geographical area in which the undertakings concerned operate;
the level of profit;
the level of sales;
the structure of sales;
the level of assets;
asset structure;
the level of profit margins;
growth forecasts; etc.

II. The income-based approach illustrates the entity's ability to generate revenue through
techniques to update future benefits. The income approach involves updating income streams.
Specifically, this method estimates the value of an entity based on the present value of future benefits.
In practice, two methods are used: (i) discounted net cash flow aimed at updating net cash flows for the
forecast period with a discount rate and (ii) the dividend method. The income approach is a method of
yield that illustrates the entity's ability to generate revenue through updating techniques. The purpose
of applying this method is to obtain the value of an entity by calculating the present value of the
anticipated benefits based on the revenue and cost structure presented in the balance sheet that
reflects the economic and financial situation of the assessed entity resulting in the entity's ability to
generate cash flows over a period of time.

III. The choice of the asset valuation of the assessed entity involves estimating the value using
methods based on the market value of the assets from which the liabilities are deducted. The balance
sheet at the time of valuation, the company's assets and liabilities are those that play the basic role in
this type of valuation. The asset approach usually applies to early-stage or newly established
undertakings whose profits or cash flows cannot be credibly determined.

Therefore, by generalizing, we point out that for the purpose of assessing the undertaking, the
comparison involves:

v’ all calculations made by the evaluator are carried out in a similar way, both for the
undertaking under the subject matter and for similar undertakings which have been studied for
research and evaluation;

v' the price data are valid at the time of the assessment;

v' data collected on financial indicators of similar undertakings may be historical information
on financial indicators and the nature of the information collected;

v’ statistical indicators of a medium, median, harmonic mean nature must be motivated by the evaluator;

v' aspects of the adjustment of financial indicators must be adequately substantiated;

v The multipliers used require the evaluator to argue the option for them;

v' the market information of similar undertakings must be relevant to the assessment of the
undertaking subject;

v' adjustments to market information should be explained in the evaluation report;
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v previous transactions may be considered comparable only if the adjustments can be

substantiated;

v' application of premiums or discounts is possible to reflect different levels of control,

liquidity/solvency, etc.

For practical exemplification, ten entities similar to the evaluated subject entity were selected in
order to determine the statistical indicators consisting of the calculation of the median and the

arithmetic mean.

At the time of assessment, the indicators related to the subject entity are presented as follows:
price per share 90 lei, net accounting asset 190, net accounting asset per share 2, net accounting asset
price 1.05 and financial return 8%, according to the graphic representation below.

1,05
2

=3

= price/share
m net accounting assets
net accounting asset/share
price/net accounting assets
m financial profitability, %

Figure 5. The Situation of the Entity (S) evaluated

Source: Developed by authors.

According to the data in Figure 5, we find that in order to make an estimate of the market value of the
subject enterprise we assessed as net accounting price/asset and the relationship between profitability and
net accounting price/asset proved to be relevant. Financial profitability is dependent on the price per share

and the book value of the share.

The shares constitute shares of the subscribed and paid-up share capital. The market value of the
shares is determined as the ratio between the market value of the equity and the number of shares issued.

The study took into account ten economic entities in the market: A,B,C,D,E,F,G,H,L]. These economic
entities are comparable to the subject entity. The comparison criteria are translated into: price per share,
net accounting asset, net accounting asset per share, net accounting asset price and financial return.

At the time of the evolution, the indicators related to comparable entities were provided to us by an
active market, as presented according to table 1 and related graphical representation.

Table 1

Situation of entities similar to the entity assessed

The evaluated

Price/
Action

entity

Net

accounting
assets

Net accounting
asset / share

Financial
profitability

Price / Net
accounting
assets

0. 1 6
1. A 190 2,00 1,55 7
2. B 165 2,06 1,24 10
3. . C 170 2,00 1,17 6
4D 165 1,89 1,14 8
5.  And 170 2,20 1,29 7
6. | F 172 2,00 1,16 5
7. G 152 2,14 14 4
8. | H 142 1,79 1,26 6
9. |1 198 2,17 1,09 10
10. | 74 160 2,16 1,35 10
[ 11. | Arithmeticmean | | 121 | 74 |
|12, Median | [ 120 | 736

Source: Developed by authors.
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The calculations carried out led us:
v/ atan arithmetic average for the net accounting asset price of 1.21 and the financial return is 7.4%;
v The median is 1.20 at the net accounting asset price and 7.36% at the financial return.
Comparable entities offer benchmarks for trading evaluated entities.
The comparison method reflects the best variant of the share price in the market.

1,2

7,4
= I

arithmetic mean median

7,36

O R, N W b U1 O N

M Price / Net accounting assets M Financial profitability (%)

Figure 6. Arithmetic and median mean, calculated for entities similar to the entity assessed
Source: Developed by authors.

Actions represent financial assets. As a result, they can be assessed on the basis of the three approaches
used in the evaluation: the comparison method, the cost method and the future flow method.

The market value of a share is subject to the stock exchange rate.

In our case it is an active market. Shares are traded on a market that is thus efficient that the
prices that have been registered for comparable transactions are credible.

The stock exchange rate determines, on the one hand, the market value of a share, and, on the
other hand, demonstrates that the chosen method - the comparison method - is the most
representative method of valuation.

CONCLUSIONS

Therefore, the value of the economic entity has become a benchmark for the development of all
capacities in order to achieve short and long-term performance, to involve human resources, material
means, etc.

By generalizing, we note that generally accepted methods for estimating the value of the entity
are an indication of the success and efficient activity of both the enterprise and the assessor. Only
because of the accurate and complex estimate of the value of the economic entity will we get a clear
picture of both the successes and the gaps and failures to be removed. Effective management, following
an evaluation report, will make every effort to achieve performing performance in economic activity
by developing a capacity-based activity plan, but also taking into account the means of achieving
performance.

We believe that in order to improve the evaluation activity it is necessary to multilaterally
investigate the situation on the domestic and foreign market, in particular with regard to supply and
demand through open access to the necessary information; strict observance of the regulatory acts in
force on the assessment of the overall value of economic entities (VGEA), but also the adjustment and
offering of remedial proposals as appropriate; direct state support and the creation of effective
collaboration; and last but not least for the Republic of Moldova - the operation of the Land and
Cadaster Relations Agency with all representatives in the field of evaluation.

In the global economy, the government must realize, first and foremost, the interests of domestic
business as the most active, creative and aggressive elements of society, strongly supporting and
guiding its expansion, considering it as one of the key instruments of national economic development
and welfare. Inside their own society, government must support the people with its desire for justice
and for more equitable resources’ distribution. Sustainable economic progress in a complex system of
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world economic relations requires from the modern government to develop a set of measures, aimed
at consolidating the domestic business. The businesses ability to form the transnational constructs of
inputs and finished products distribution, is segmenting the national economy, by creating within the
macroeconomic system the complex of autonomous ‘strategic business zones’, which are a weakly
regulated by government due to the networking effects. As the condition of business consolidation,
competitiveness of domestic production improving has ,to become a new concept of market-based
government functions, of public management, which infrastructure is, first and foremost, e-
government” (Ushakov et al., 2019, p. 2566-2573).

In order to make an estimate of the market value of the subject entity, the G/L Net Price/Asset
ratio and the relationship between profitability and G/L Net Price/Asset are assessed as relevant.
Financial profitability is dependent on the price per share and the book value of the share.

Thus, based on the study carried out, we will highlight the most important results obtained:

1. As a result, on the basis of the calculations made in the practical part, it was found that an
economic entity can change its own value by the way its values are profitable (Table 1).

2. The difference between the classifications of evaluations in the literature was identified, it was
found that the criterion distinguishing the position of the two researches is the classification of valuations
in terms of value used, valuations based on market value and valuations based on values different from
market value (Figure 3).

3. The criterion scheme of the evaluations was completed with the following criterion: “by type of
activity of the economic entity: listed on the stock exchange and unlisted on the stock exchange” (Figure 3).

4. For the practical aspect of the investigation, we focused on the method of comparison in the
market valuation of the entity, establishing the statistical indicators that consisted in the calculation of
the median and the arithmetic mean (Figure 6).

In conclusion, it is noted that in the evaluation process of the entity a decision-making function
falls to the selected methods, applied skillfully and skillfully by the evaluator in the evaluation
process, i.e. it is a matter of the level of competence, theoretical knowledge and skills to apply them in
practice, but not least to its professionalism. The determining factors of the value of the economic
entity demonstrate that current policies must be focused on improving the environment both
economically and socially.
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ABSTRACT

Public procurement is investigated in terms of results and maximum efficiency of allocation of
financial resources of the national public budget. In the context of economic development, optimization
of the management of public financial resources is based on improving the legislation on public
procurement and the financing mechanism. Based on this, public procurement is a complex, multi-level,
interdependent system, the functioning at the all public levels. The aim of the research is to conduct a
comprehensive study of the main problems and features of public procurement financing in order to
optimize public finance management at the national level and to develop recommendations for improving
the public procurement system in the Republic of Moldova. The methodology is based on the structural
research method. The article is based on a study of the public procurement system in the Republic of
Moldova, analyzing its constituent elements. The analytical method was used to study the concept of
public procurement. The study established the relationship between the ethical behavior of officials, the
effectiveness of control and the implementation of information systems to optimize the system of financing
public procurement in the Republic of Moldova. Proposals are presented to improve the efficiency of the
public financing mechanism in the context of electronic public procurement procedures within the
automated information system "State Register of Public Procurements"” MTender.

Keywords: public procurement, public financial resources, financing mechanism, national public
budgetary funds, budgetary allocations.

Achizitiile publice se cerceteazd din punctul de vedere al rezultatelor si eficientei maxime a alocdrii
resurselor financiare ale bugetului public national. In contextul dezvoltdrii economice, optimizarea
gestiondrii resurselor financiare publice se bazeazd pe imbundtdtirea legislatiei privind achizitiile publice
si a mecanismului de finantare. Rezultdnd din aceasta, achizitiile publice sunt prezentate ca un sistem
complex, pe mai multe niveluri, de categorii interdependente, a cdrui functionare ar trebui sd asigure
distributia optimd a resurselor financiare publice la nivel central si local. Scopul cercetdrii constd in
realizarea unei cercetdri complexe ale principalelor probleme si particularitdtilor finantdrii achizitiilor
publice in scopul optimizdrii managementul finantelor publice la nivel national si elaborarea
recomanddrilor pentru imbundtdtirea sistemului de achizitii publice in Republica Moldova.
Metodologia aplicatd se fundamenteazd pe metoda structurald de cercetare. Articolul se bazeazd pe
studierea sistemului de achizitii publice in Republica Moldova, astfel analizind elementele componente
ale acestuia. Metoda analiticd a fost utilizatd pentru cercetarea conceptului de achizitii publice, precum
si legislatia in vigoare privind sistemul de achizitii publice. In cadrul cercetdrii a fost stabilitd relatia
dintre comportamentul etic al functionarilor, eficacitatea controlului si implementarea sistemelor

1 ID ORCID 0000-0001-6207-1216 -+ e-mail: andreimulic@yahoo.com
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informationale pentru optimizarea sistemului de finantare a achizitiilor publice in Republica Moldova.
Sunt prezentate propuneri pentru imbundtdtirea eficientei mecanismului de finantare publicd in
contextul procedurilor de achizitii publice electronice in cadrul sistemului informational automatizat
“Registrul de stat al achizitiilor publice” (SIA ,RSAP”) MTender.

Cuvinte-cheie: achizitii publice, resurse financiare publice, mecanism de finantare, fonduri
bugetare publice nationale, alocatii bugetare

TocydapcmeenHble 3aKynku uccaedylomcest ¢ MOYKU 3peHusl pe3yabmamos U MAKCUMA/AbHOU
agppekmusHocmu pacnpedeseHus: PUHAHCOBLIX pecypco8 HAYUOHA/IbHO20 Ny6AU4Ho20 6rodxcema. B
KOHMeEKCMe 3KOHOMUYECKO20 pa38umusl ONMuMu3ayus ynpas/eHusi 20cy0apcmeeHHbIMU HUHAHCOBLIMU
pecypcamu 6asupyemcsi Ha COBEPUIEHCIMB08AHUU 3AKOHOJAMeAbcmed 0 20CY0apCmMeEeHHbIX 3aKYyNKax u
MexaHusma PuHaHcuposarusi. Hcxodss ux amozo, 2ocydapcmeeHHble 3aKynkKu npedcmas/isitom co6oll
C/A0JCHYI0, MHO20YPOBHEBY0, B83AUMO3ABUCUMYH0 cucmemy, @GYHKYUOHUPOBAaHUe KOmopol O00ANCHO
obechevusams ONMUMAa/IbHOE pacnpedeeHue 20Cy0apcmeeHHbIX PUHAHCOBLIX PeCcypcos HA YeHMpPAIbHOM
U MecmHoM ypoeHsix. Lleab uccaedosarust - npogecmu KOMN/AeKCHoe Uccaedo8aHue 0CHOBHbIX NPObAeM U
ocobeHHocmell OUHAHCUPOBAHUSI 20CYJapCMBEHHbIX 30KYNOK C UYe/dblo OnmuMusayuu ynpassieHust
2ocydapcmeeHHbiMU  (PUHAHCAMU HA HAYUOHA/NLHOM Ypo8He U pa3pabomamsv pekoMeHdayuu no
COBEPUIEHCMBOBAHUK) CUCMEMbl 20CY0apCcmeeHHbIX 3akynok 8 Pecny6auke Mosdoesa. [IpumeHeHHas &
cmambe Memodo./102usi OCHOBAHA HA CMPYKMYpHOM Memode uccaedogaHusi. Cmambsi OCHOBAHA HA
ucca1edo8aHuUU cucmeMmbl 20cy0apcmeeHHbiX 3aKynok 8 Pecnybauke Mosadoea, aHaausupys ee cocmagHble
asnemeHmMbl. AHaAuMu4veckulli Memoad 6bl1 UCN0/1b308aH 0.1 UCC/Aed08AHUST KOHYenyuu 20Cy0apCmeeHHbIX
3aKynoK, a makce delicmgyrouje2o 3akoHodamenbcmad 0 cucmeme 20Cy0apcmeeHHbIX 3aKynok. B xode
ucc1edo8aHust 6blid yYCMAaHOB/AEHA 63AUMOCBS3b MeNCOY IMUYHbIM No8edeHUeM OO0AHCHOCMHBIX JIUl,
agpgpekmusHOCMbI0O KOHMPOASL U 8HedpeHUeM UHPOPMAYUOHHBIX cucmeM 0/151 ONMUMU3AYuU CUcmeMbl
¢uHaHcuposaHusi 2ocydapcmeeHHbIX 3aKynok 8 Pecnybauke Moadosa. [IpedcmassieHbl npedioxceHus no
noguiweHulo 3PgekmueHocmu  MeXaHuaMa 20cydapcmeeHHo20 (PUHAHCUPOBAHUSI 8 KOHIMmeKcme
3/1EKMPOHHBIX NpoYyedyp 20cydapCcmeeHHbIX 3aKyNoK 8 paMKax agmomamu3up08aHHol UHPOPMAYUOHHOTI
cucmembl «['ocydapcmeeHHblLll pezucmp 2ocydapcmeeHHblx 3akynok» (SIA «RSAP») MTender.

Karoueswle cnoea: 2ocydapcmeetHble 3aKynKu, 20cydapcmeeHHble (PUHAHCOBbIE PECYpPCbl, MEXAHU3M
pUHAHCUPOBAHUSI, HAYUOHA/IbHbIE NYOAUYHBIE 6l0dcemHble (hoHObI, 6H0dxHCeMHble ACCUZHOBAHUSL.

INTRODUCTION

Currently, a system of legal norms has been developed in the Republic of Moldova, which regulates
the relations regarding the introduction and implementation of a more efficient way of using budgetary
funds - the public procurement system. The legal rules governing public procurement relations have
developed and emerged in a relatively recent separate group. Therefore, the relationships associated with
the procurement of goods and services at the state and local level are the most relevant.

Public procurement means the purchase of goods, the execution of works or the provision of services
for the needs of one or more contracting authorities (art. 1 of Law no. 131 of 03.07.2015 on public
procurement).

Therefore, public procurement is the purchase of goods (works, services) for the needs of state
bodies using budgetary funds.

In the Republic of Moldova, there is a relatively large share of public procurement in the structure of
national public budget expenditures, therefore, the issue of forming and developing an efficient system of
organization and management of public procurement is of particular importance.
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Hypothesis development:

1. The public procurement process in the Republic of Moldova is a complex process focused on
optimizing the use of public financial resources. This issue includes correcting gaps in national legislation
and creating a transparent system that is resistant to political influences.

2. Improving the efficiency of the use of public financial resources must be achieved by implementing
modern information systems and increasing the efficiency of public procurement financing at central and
local level. This aspect includes the relationships between the ethical behavior of civil servants
implementing public procurement, the effectiveness of interdepartmental, community, specialized control
and the optimization of the share of public procurement in the gross domestic product.

LITERATURE REVIEW

The specialized literature examines in detail the determinants for compliance with the rules for
financing public procurement (Dennis orobo and Willy, 2015) (Omagbon, 2016); (Sandada and
Kambarami, 2016). These researches were realized using simplified scientific methods. Improving and
developing simplified public procurement financing models contributes to the use of strategic models for a
broader understanding of the key factors that explain compliance with regulatory requirements in the field
of public procurement. This perspective will provide a strategic understanding of public finance
management policy, in order to focus on more specific and important factors for improving public
procurement legislation and optimizing the funding mechanism. The evaluation of the particularities of
public procurement financing in the Republic of Moldova involves a systemic structural analysis to establish
factors that influence the establishment of regulatory requirements in the field of public procurement. The
to the conclusion that the practices and mechanisms of financing public procurement have a significant
impact on optimizing the management of public finances.

According to research by Gabriella Marcarelli, Andrea Nappi civil servants should prioritize raising
knowledge and awareness in public procurement. Also, in order to optimize the process of financing public
procurement, it is necessary to introduce advanced information systems and also stimulate suppliers to
overcome legal barriers to public procurement.

reported that the reason for the low level of public procurement standards in local and central public
administration is mainly due to a low level of professionalism, insufficient media coverage and non-
transparency of public procurement issues, as well as significant political interference. Similarly, Sandada
rules and political intervention are key factors for optimizing the management of public finances in process
of public procurement.

A study by Lela Mélon, Rok Spruk concludes that the implementation of the public procurement
optimization reform in Denmark and the Netherlands has resulted in relatively stronger controls on
corruption, while a similar reform has been implemented in Portugal despite a positive and sustained
impact on the quality of public procurement and regulation did not lead to increased control over
corruption. In the post-reform period, the decline in the quality of public procurement regulation in
Portugal is twice as high as the projected decline in the Netherlands.

The application of the relevant national legislation is the main factor in determining compliance with
the strategic regulatory requirements for public procurement mentioned in this research. Sutinen and
compliance regime, even with high moral obligations and social influence. Also, according to this theoretical
postulate, it can be concluded that the application of public procurement regulations will oblige civil
servants to behave ethically and therefore to comply with public procurement rules, which will lead to

through the influence of public authorities, such as the police, employers and local and central public
authorities, which will eliminate individual interest in the process of financing public procurement.
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The publications of Sjors Witjes and Rodrigo Lozano point to the relationship between the share of
public procurement in GDP and the purchasing power of public organizations (which is up to 19% of GDP
in European countries).

The authors of Deodat Mwesiumo, Kjetil Magnus Olsen, Geir Arne Svenning, Richard Glavee-Geo, as
aresult of a study of public procurement processes in Norway, concluded that financial investments, as well
as costs associated with problems and obstacles to optimizing the public procurement financing system,
are justified by the received higher financial benefits and results.

The content of the studies by Cecilia Bratta, Sophie Hallstedta K.-H. Robertab Géran Bromana, Jonas
Oldmarkb ranges from: analysis of the procurement process in relation to the system for optimizing their
financing and the influence of political frameworks that create obstacles to positive changes in the field of
cooperation between participants in the public procurement process.

These studies are relevant for the Republic of Moldova from the point of view that the study of the
process of reforming the public procurement system in developing countries and can lead to improvements
in terms of optimization and development of a strategic approach that could more significantly promote
innovative system solutions in support of sustainable development of public procurement in the Republic
of Moldova.

Despite the fact that the emphasis of the presented studies is on the problems of organizing and
financing public procurement in both developed and developing countries, as well as on the driving forces
(political, social, regulatory) that hinder the integration of an effective financing system in the public
procurement process, research on these issues is still limited in the context of integrating this issue into
optimizing public financial management.

In the submitted publications, one can see inconsistencies in the scientific literature, which states
that awareness and professionalism do not significantly affect compliance with regulatory requirements
for public procurement financing, while institutional factors are very important in studies of the impact on
the public procurement process. financing public procurement in terms of optimizing public financial
management.

Given that the existing literature provides a limited understanding of this subject, the results of this study
should be of interest to researchers, government agencies, procurement practitioners, small and medium-sized
enterprises and other interested parties. In particular, the study contributes to the accumulation of knowledge
about public procurement financing in the Republic of Moldova in the context of optimizing public financial
management and offers practical conclusions for both practitioners and policymakers.

DATA SOURCES AND USED METHODS

The study was conducted in the Republic of Moldova with the involvement of public sector
institutions. It was estimated that there are over 200 public sector institutions in the Republic of Moldova.
In some of these institutions, heads of public procurement departments answered key research questions.
An anonymous survey, implemented in 2019, in which more than 100 employees of government agencies
and employees of private companies involved in the public procurement process took part, was based on
the presentation of a number of statistical data and answers to questions about the main regulatory and
systemic problems of the national public procurement system in the Republic. Moldova in the context of
optimizing public financial management, which served as the basis for this study.

For the analysis of the dynamic evolution of the statistical indicators of public procurement as the
number of public tenders according to the object of procurement and the value of public contracts
concluded by the Public Procurement Agency (PPA) in 2018 and 2019, the method of systematic analysis
was used. In order to summarize the results regarding the activity of the public procurement system in the
Republic of Moldova in 2019 and 2018, the comparative analysis was used.

Literature review was guided by the PRISMA (Preferred Reporting Items for Systematic Reviews and
Meta-Analyses) review method. The method of quantitative and qualitative analysis was applied to
research the indicator of the share of public procurement in Gross Domestic Product (%) and other
indicators of the public procurement system in the Republic of Moldova and establish their impact to
optimize finances at the macroeconomic level. A total of 6 articles from the Scopus and Web of Science
databases were selected for the review.
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Data sources used for these indicators represent the data of the National Bureau of Statistics of the
Republic of Moldova and the Report on the activity in the field of public procurement carried out during
2019 prepared by the PPA.

THE RESULTS OF OWN RESEARCH AND DISCUSSIONS

Based on the results of an anonymous survey employees of government agencies and employees of
private companies public procurement provides for:

« covering the needs of the Republic of Moldova, at state and local level, in goods (works, services)
necessary for the implementation of the functions of central and local authorities, including for the
implementation of national programs for fulfilling the international obligations of the Republic of Moldova;

« the needs of public authorities, administrative-territorial units in goods (works, services) necessary
for the implementation of their functions and competencies, including for the implementation of programs
atlocal level;

« the needs of the local public administration in goods (works, services) necessary to solve the
problems of local importance and to implement certain state competencies transferred to the local
authorities.

With the help of the public procurement system, important tasks are solved such as respecting
national security, creating and supporting state material reserves, ensuring the life of the population, etc.

From survey of heads of public procurement departments indicated, public procurement is an
effective financial instrument of the state's social and industrial policy, as it allows support to be provided
to domestic producers, including small enterprises, organizations, people with disabilities, etc., as well as
to stimulate the production of competitive goods.

Suppliers who meet the requirements specified in the application may request a public procurement
contract. This means that concluding a contract is possible with a company of any form of ownership, if it
offers the most attractive conditions. A public procurement contract cannot be concluded with a company
that does not meet the requirements stated by the organizers.

Public procurement or a general list of the needs of public authorities in public procurement planning
procedures should be met with the most efficient allocation of budgetary funds. Efficient allocation is not
so much about saving money, but about finding the best value for money. Therefore, a company that has
applied to participate in a public tender must meet the customer's requirements.

Results of anonymous survey employees of private companies involved in process of public
procurement show that public procurement system must also be open, transparent and accountable.
Failure to comply with these requirements will lead to a breach of public procurement principles.

In some cases, the results of public procurement do not meet the stated requirements. This may be
due to both the irresponsibility and lack of professionalism of the organizers and selfish reasons.

The contract for the implementation of public procurement allows the company to make a profit and
offer an order for a long time, so that some participants abuse the right. However, as practice has shown,
this can be treated. There are many cases where dubious decisions on signing public procurement contracts
have been challenged. The joint efforts of bona fide suppliers and regulators contribute to the efficiency
and effectiveness of the public procurement system.

Public procurement is necessary to provide public authorities with the necessary goods (works,
services) that meet certain requirements, in the most favorable conditions for all participants in the
procurement process. Both state-owned enterprises and private companies can be selected as suppliers.

For private companies that took part in the survey, public procurement of a certain type of
service (work) or the provision of products can be an excellent source of income. Public procurement
is beneficial to national enterprises for several reasons. First, the company gets a reliable source of
sales for its products, which means that commercial costs are low.

Public procurement also guarantees the company cash flows for the services provided in full.
This source of profit can be a strong incentive for the further development of the company.

In the public procurement system, entities have been identified that monitor the information in
the unified information system. Based on the results of such monitoring, a consolidated analytical
report shall be prepared, containing an assessment of the effectiveness of the procurement and
measures to improve the legislation. This report is also published in a unified information system.
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Control over public procurement is carried out primarily by the Public Procurement Agency, the
Court of Auditors and the Competition Council.

In the monitoring process, the above public authorities establish the reasons for the deviations and
violations found, as well as make proposals for the elimination and improvement of the contractual system.

The following types of control are distinguished:

e interdepartmental control

e community control

« control by special regulatory authorities

The interdepartmental control is performed by the state authorities, the central and local public
administration authorities, the municipal bodies, the management authorities of the public financial
funds. Community control is exercised by citizens, associations of legal persons or public associations.

The institutional system of public procurement includes not only the Public Procurement
Agency, the Court of Accounts, the National Council Competition Council, but also the Ministry of
Finance, the State Treasury, the Financial Inspection, the National Anticorruption Center.

Therefore, the automated public procurement information system operating in the Republic of
Moldova allows: saving more money for customers, increasing procurement volumes, systematizing
procurement procedures, controlling not only the process of placing orders, but also the actions of
suppliers and customers in the stages of concluding and executing contracts, it fully regulates the
relations of all participants at all stages of the procurement process, which allows us to call the
automated information system an efficient financial instrument in the public procurement system.

It should be noted that a significant disadvantage that hinders the efficient development of the
public procurement system in the Republic of Moldova is the many ways in which customers and
suppliers can circumvent the law and influence the outcome of the procurement procedure. One of the
main imperfections is insufficient attention to the quality of the goods provided, which allows
participants to give up the supply of low-quality goods.

Based on the results of an anonymous survey employees of government agencies and
employees of private companies in order to continuously improve the procurement legislation, it is
necessary to highlight the following directions for the development of the public procurement system
of the Republic of Moldova:

e regulate and streamline anti-dumping measures in more detail;

« to take into account the specifics of the purchased goods industry (works, services) when
establishing the maximum amount of an advance, as well as to regulate the practice of advance
payments;

« standardization of calculation methods, monitoring the formation of initial (optimal) contract
prices;

The optimization of the national public procurement system directly influences the
development of the economy of the Republic of Moldova.

First of all, the national public procurement system ensures the practical fulfillment of the
state's obligations to the population. These obligations are stated in government programs and, in
order to fulfill them, it will inevitably be necessary to purchase the necessary goods, works or services.
The public procurement system requires you to specify the purpose for which they are made before
implementing them. On the other hand, it becomes possible to see where public funds are directed.
And after implementing them, it allows you to compare with similar purchases made by private
companies in the market and provide an objective assessment of the effectiveness of purchases.

Second, the public procurement system is an effective mechanism for the development of
national private economic entities and state authorities.

Analyzing the report The report on the activity in the field of public procurement carried out
during 2019, prepared by AAP we can see: during 2019 by the contracting authorities through SIA
RSAP (MTender) ensuring the transparency of open public tenders, 2,229 announcements were
published participation, of which:

¢ 451 announces - for the purchase of services.

* 594 announces - for the purchase of works and

1,184 announces - for the purchase of goods [4];
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Table 1
Public auction by object of procurement

Source: Developed by the authors based on the Report on the activity in the field of Public Procurements

* 10 830 proceeding
e 25 327 contracts
¢ 10.508.707.208,42 MDL

® 5179 proceeding
¢ 13 800 contracts
¢ 8.939.886.172,34 MDL

Figure 1 Aggregation of the results of 2019 and comparative analysis with the results of 2018
Source: Developed by the authors based on the Report on the activity in the field of Public Procurements

This decrease in public procurement contacts from 25327 to 13,800 units in 2019 compared to
2018, in the volume of 10508.71 million. MDL in 2018 and 8939.88 million. MDL in 2019 is explained
by the fact that in Law 131/2015 were introduced the amendments regarding the increase of the
application thresholds. Thus, part of the acquisitions or turned into low value public procurements.
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Figure 2 Share of Public Procurements in Gross Domestic Product (%)
Source: Developed by the authors based on the Report on the activity in the field of public procurement

The value of public contracts concluded by the Public Procurement Agency (AAP) in 2018 and
2019 was 10,508,707,208.42 MDL and 8,939,886,172.34 MDL, representing approximately 5.53 and
4.66% of GDP. Therefore, about 5% of GDP is allocated through the public procurement market and
acts as a powerful instrument of economic policy. At the same time, the public procurement system
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makes it possible to optimize the issue of competition, when the only criterion is price and the only
acceptable method of procurement is tendering. The economic space has a more complex form and the
aim is to provide equal conditions for the development of all types of economic entities. And the
conditions for the development of a large monopoly are different from those for small businesses.
Therefore, it becomes possible to move to a more complex development model, which takes into
account factors such as the distribution of labor resources and territorial development. Thus, the public
procurement system creates a fair economic space, in which there are opportunities for the
development of all economic entities.

The public procurement system has an extraordinary anti-corruption potential. Corruption
occurs when a provider seeks unfair terms, such as overvaluation. State and municipal authorities
make approximately 25,327 and 13,800 purchases annually according to data from 2018 and 2019.
The essential reduction of non-transparent or suspicious purchases will increase confidence in the
state's activities on the market. And this will contribute to the development of private initiative and to
the growth of an entrepreneurial spirit, which is so necessary in the Republic of Moldova.

The public procurement system must be efficient. Its effectiveness depends on the trust of the
participants. But trust comes when a number of conditions are met.

The most important of these is the confidence that the system fulfills the functions for which it
was created. When using the public procurement system, trust results from knowing its structure and
respecting the principle that the attempt to "counterfeit” will inevitably result not only in the form of
fines but also high risks of publicity. Another condition is the susceptibility of the system to
improvements, the ability to correct the identified deficiencies.

Confidence in the system will arise if those for whom it was created are directly involved in the
process of improving it. And since budgetary resources are taxpayers' funds, it is not so much civil
servants that should improve the allocation mechanism, but people with the confidence of the
population.

CONCLUSIONS

In order to improve the public procurement system, it is necessary to systematically and
persistently eliminate the shortcomings identified by the participants in the public procurement
process, in order to react significantly to gaps in legislation.

Itis also necessary to have the most complete information about violations in the implementation of
public procurement. It doesn't matter how the information goes. From this point of view, the existence of a
public portal, which offers the possibility to post information about a procurement event that may lead to
aviolation of the public interest, is the best solution to this problem.

First, the information obtained must be carefully verified, recorded, classified and systematized.

Experts should determine in a timely manner whether the event occurred as a result of imperfect
laws and procedures or was the result of non-compliance by officials.

Infringements resulting from non-compliance with the established rules are intended for
investigations by other public authorities. If experts conclude that the influence of the "human factor"
is obvious, the information should be promptly redirected to the authorized control authorities.

If the reason is in the shortcomings of the current rules, then the experts must determine the
reason and propose a way to eliminate them. The task of public authorities is to analyze them carefully
and, if they agree, to introduce them into legislation.

Work on improving public procurement legislation and improving the funding mechanism in this
area should continue, be systemic, and should aim to increase the efficiency of budgetary expenditure
by closing gaps in the practical implementation of public procurement procedures.

Optimizing funding and improving the efficiency of the public procurement process must be achieved
through the transparency of information, the correction of gaps in national legislation and the absence of
political influence. Creating relationships between the ethical behavior of officials, the efficiency of control
and the implementation of modern information systems, will create an optimal system for financing public
procurement and will improve the distribution of GDP in the Republic of Moldova.
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ABSTRACT

The relevance of offering a second chance is determined not only by the need to mitigate the
consequences of business failure and motivate the entrepreneur to continue his entrepreneurial activity,
but also by the impact on the country's economy, as business closure leads to job losses, a worsening of the
financial possibilities of the national and local budgets, reduction of competition and other negative trends
in the internal market. The importance of these issues has increased significantly in the context of the
COVID-19 pandemic, leading to significant deterioration of the Moldovan business environment.

The aim of the paper is to identify the barriers and needs of entrepreneurs, who face financial or
other difficulties, are in a state of insolvency, have gone through restructuring/bankruptcy proceedings and
would like to benefit from a second chance in Moldova. The research methodology is based on the analysis
of legislative acts in the field; statistical data analysis; the results of 16 semi-structured interviews with
entrepreneurs on elucidating the factors that favor and hinder the entrepreneurial activity, related to
obtaining a second chance in business. The interviews were conducted between April and August 2018.

The research results showed that both internal factors (insufficient financial resources, knowledge of
crisis management, mismanagement, insufficient staff qualification, including the entrepreneurial skills /
experience of the owners, the lack of people with certain professions) and external (related to insolvency
legislation, limited information on the possibilities that can be used in case of failure) are determining for
taking a second chance.

Keywords: second chance, entrepreneurship, bankruptcy, business failure

Relevanta oferirii celei de-a doua sanse este determinatd nu doar de necesitatea atenudrii
consecintelor esecului in afaceri si motivdrii antreprenorilor sd-si continue activitatea antreprenoriald ci, de
asemenea, de impactul asupra economiei, deoarece inchiderea intreprinderilor conduce la reducerea
locurilor de muncd, inrdutdtirea posibilitdtilor financiare ale bugetelor nationale si locale, reducerea
concurentei si la alte tendinte negative pe piata internd. Importanta acestor probleme a crescut semnificativ
in contextul pandemiei COVID-19, ducdnd la deteriorarea semnificativd a mediului de afaceri moldovenesc.

Scopul cercetdrii este de a identifica barierele si necesitdtile antreprenorilor, care se confruntd cu
dificultdti financiare sau alte probleme cu caracter nefinanciar, sau se afld in stare de insolvabilitate, sau
au trecut prin procedurile de restructurare sau faliment si ar dori sd beneficieze in mod rapid de a doua
sansd. Metodologia de cercetare se bazeazd pe analiza actelor legislative in domeniu; analiza datelor
statistice; rezultatele a 16 interviuri semi structurate cu antreprenorii privind elucidarea factorilor, care
favorizeazd si impiedicd activitatea antreprenoriald, legate de obtinerea unei a doua sanse in afaceri.
Interviurile au fost realizate in perioada aprilie-august 2018.
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2 ID ORCID: 0000-0001-9208-9572 I« e-mail: eaculai@yandex.com
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Rezultatele cercetdrii au ardtat cd atdt factorii de ordin intern (insuficienta resurselor financiare, a
cunostintelor in gestionarea crizelor, management defectuos, insuficienta calificdrii personalului, inclusiv a
abilitdtilor/experientei antreprenoriale a proprietarilor, lipsa persoanelor cu anumite profesii, etc), cdt si de
ordin extern (ce tin de legislatia privind insolvabilitatea, informatii limitate privind posibilitdtile care pot fi
utilizate in caz de esec, etc) in diferite situatii sunt determinanti pentru a beneficia de o a doua sansd.

Cuvinte cheie: a doua sansd, antreprenoriat, faliment, esec in afaceri

AxmyasavbHocmb npedocmas/ieHusi 8mopo20 WAHCA onpedesiemcsi He MoJbKO HeobX00UMOCmbio
cMsizueHus nocaedcmeull Heyday e 6GusHece 0/11 YACMHbIX npednpuHuMameseli u ux momusayuell K
npodo/ceHUd NPednpUHUMaMeabcKol 0esimebHOCMU, HO MAKXice U 8/AUsTHUEM HA IKOHOMUKY CMPAHbl 8
ye/10M, NOCKO/IbKY 3aKpblimue npednpusimuli Ma/1020 U cpedHez0 6u3Heca npusodum K pe3koMmy COKpawjeHuUro
pabouux mecm, cyujeCmeeHHOMY yXyouweHur (PGUHAHCOBLIX 803MONCHOCMEU HAYUOHA/AbHOZ0 U MECMHbIX
610021Cemo8, HeMUHYEeMOMY CHUXCEHUI0 KOHKYPEeHYUU U Opy2uM He2amu8HbIM MeHOeHYUSIM HAd 8HyMpeHHeM
pblHKe. BajxcHOCmb yKa3aHHbIX npo6aem 0CO6eHHO 803P0C/d 8 YCA08UsIX akmya/ibHoU naHdemuu KOBH/]-19,
Komopoe npusesio k cyujecmeeHHoMy yxyouleHur 6usHec-cpedsl 8 Pecnybauke Mosadosa.

Llesvto uccnedosanus se15emcs gvlsig/leHUe npenamemaeutl U nompebHocmell npednpuHumame.el
YacmHoz20 6u3Hecd, Komopble CmMajaKusarwmcsi ¢ onpedesieHHbIMU PUHAHCO8bIMU MpPYyOHOCMSMU UAU
dpyaumu HePUHAHCOBbIMU NPOOAEMAMU, AUGO HAXO0OAMCSA 8 COCMOSIHUU Hecocmosime/abHOcmu, JAubo
npouwiu npoyedypy pecmpykmypusayuu uau 6aHKpomcmaa u xomeau 6bl 661Cmpo No1y4ums 8mopoul WaHc
8 Pecnybauke Mosadosa. Memodosozusi uccaedo8aHuUsi OCHOBAHA HA AHAAU3E HAYUOHA/AbHbBIX
3akoHOdamesibHbIX AKmMo8 8 OaHHOU 06/1acmu; aHaju3e cmamucmuyveckux 0dHHbIX; pe3yasmamax 16
yaAy6AeHHbIX NO0JYCMYKMYPUPOBAHHbIX UHMEP8bI0 C NPedNPUHUMAMEASIMU NO 8blSI8AeHUN0 (HAKMOpPOs,
ChoCco6Ccmaywux U Npensimcmayuux NpednpuHUMamenbCkol destimebHOCMU, C8S13AHHbIX C N01yYeHUeM
8mopozo waHca 8 6usHece. iimepavo npogoduucs 8 nepuod ¢ anpeas no agzycm 2018 2oda.

Pe3ysabmamebl uccaedosaHusi nokasasu, 4mo, Kak 8HympeHHue dakmopbl (HedocmamovHble
¢puHaHcosbvle pecypcybl, y3Kue 3HaHUsl 8 061acmu aHMUKPU3UCHO20 YNpasieHUsl, NJ0X0e ynpas.ieHue,
HedocmamoyHas Keaaugukayus NepcoHa/nd, 8 moM 4vucae hpednpuHuUMamenbckue HA8bIKU/Onbim
Cco6CMeeHHUK08, omcymcmeue Jardell ¢ onpedeseHHbIMU npogeccusm, U m. d.), mak u eHewHue
¢akmopul (ces13aHHbIE C 3aKOHOAMENbLCMBOM 0 HECOCIMOSIMeAbHOCMU, 02PAHUYEHHASI UHPOopMayusi o
B03MONCHOCMSIX, KOMOpble MO2ym 6Gblmb UCN0/1b308AHbI NpednpuHUMameasamu 8 cjay4ae Heydavu 8
6u3Hece U m. d.) 8 pasHbIX CUMYAYUSX MO2ym UMemb peularoujee sHayeHue 015 6biIcmpozo NOJYYEHUS
8Mop020 WaHca 8 busHece.

Katlouesvwle ci1o0ea: emopoli waHc, npednpuHumamenbcmeo, 6aHKpomcemaeo, Heydaua 8 6usHece

INTRODUCTION

Giving entrepreneurs a second chance in business is a relatively new idea. In Europe, in practical
terms, this idea was for the first time proposed for examination about 13 years ago. The importance of
this issue is reflected in the EU framework document, which sets out the main priorities for supporting
the SMEs sector - the Small Business Act for Europe. Principle II of the Small Business Act states that
Member States ensure that ,honest entrepreneurs who have faced bankruptcy quickly get a second
chance”. The importance of supporting the second chance in European countries was also reflected in
the following document, aimed at the entrepreneurship and SMEs development, approved by the
European Commission - the Action Plan “Entrepreneurship 2020” (2013). Measures to create an
environment in which entrepreneurs can grow include removing barriers, as ,bankruptcy proceedings
and giving a second chance to honest entrepreneurs”. In the context of the Association Agreement
between the Republic of Moldova and the European Union, the Government of the Republic of Moldova
has made similar commitments to comply with the principles and mechanisms for supporting SMEs,
provided in the “Small Business Act” for Europe.

It is currently confirmed by statistics and some research that giving a second chance to "honest"
entrepreneurs is important not only for the business environment, but also for the society. The need to
pay special attention to this issue is conditioned by a number of premises, such as:

- Bankruptcy in practice is rarely associated with dishonesty. Studies conducted in the EU show that
only 1 in 20 bankruptcies involves fraud (5%). In the EU, 200,000 companies go bankrupt every year, resulting
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in the loss of 1.7 million jobs. Thus, the problem proves to be important not only for entrepreneurs, but also for
the socio-economic development of states, regions;

Overcoming business failure makes entrepreneurs stronger. In particular, different research
confirms the increased efficiency of the entrepreneurs’ businesses, who previously had and overcame a
negative insolvency experience, compared to other businesses.

Creating a business environment conducive to growth and economic viability is a long-standing
goal of policy makers. However, the crucial roles of effective bankruptcy law and, in particular, of a
culture that accepts entrepreneurial failure have been given insufficient attention in the process of
creating a favorable entrepreneurial environment.

In the Republic of Moldova until recently, the measures regarding the second chance for
entrepreneurs and small and medium-sized enterprises, whose businesses have gone bankrupt,
have remained outside the legal framework. However, in recent years, a number of concepts and
procedures have been clarified in the Insolvency Law, which can potentially contribute to the
improvement of the enterprises activities in a crisis situation. Although the legal framework does
not in any way prevent bankruptcy business owners from starting new businesses, in reality they
face major problems, especially in accessing financial resources and participating in public
procurement. They face such a phenomenon as stigma, which inhibits them and prevents them from
restarting a new business. For example, in 2015, the Organization for Economic Co-operation and
Development, evaluating the implementation of the Small Business Act, had surveyed 310 SMEs in
the Republic of Moldova and over 50% of respondents indicated that it is ,very difficult” to start a
new business after a previous failure, and that the access to finance represent the main obstacle for
them (OECD et al., 2015).

The relevance of this study is due to the fact that knowing the barriers and needs of
entrepreneurs who have failed and want to benefit from a second chance aims, first of all, to mitigate
the consequences of business failure for the entrepreneurs and motivate them to continue their
entrepreneurial activity in the pre-existing business or a new one. Based on the scientific
publications and statistical data analysis, as well as in-depth interviews with entrepreneurs, the
authors revealed the specifics of the local entrepreneurs’ activity, who face financial difficulties or
other non-financial problems, are in a state of insolvency, have gone through restructuring or
bankruptcy procedures and would like to benefit quickly from a second chance. The generalization
of the interviews results allowed to identify and analyze the main constraints and the need of this
group of entrepreneurs who would like to benefit from a second chance in the Republic of Moldova.

LITERATURE REVIEW

In the scientific literature there is not a common definition accepted by the most of scientists,
which would reflect the various processes related to business failure, which represent an obstacle both
in researching the topic and in solving the practical problems. Usually, several notions are used in
scientific papers and policy documents to characterize business failure: business difficulty, inability to
pay, insolvency and bankruptcy. Business difficulties (financial and non-financial) are reflected in the
worsening of financial and economic indicators, although the company is still able to meet its financial
obligations to creditors. The concepts of inability to pay, insolvency and bankruptcy are differently
defined, but all means that the debt of a legal person exceeds its assets, respectively, it is not possible to
meet its financial obligations (at least in time). At the same time, the inability to pay is not related to
court proceedings, and bankruptcy and insolvency are always achieved through a court decision. Also,
insolvency can be overcome by restructuring the business, without leading to its bankruptcy.

Researchers focus on various theoretical and practical aspects of offering businesses a second
chance. Many of the studies indicate an increasing importance of the need to offer a second chance for
honest entrepreneurs. For instance, according to Stam, Audretsch and Meijaard, entrepreneurs who
start a second business are more successful and can survive longer than small businesses; they grow
faster and employ more workers(Stam et al,, 2006). Thus, a failure in entrepreneurial activity should not
prohibit any future entrepreneurial activity, but rather should be seen as an opportunity for lifelong
learning and improvement.
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According to some empirical studies, bankruptcy laws that are more friendly to entrepreneurs
(in terms of the possibility of obtaining discharge) lead to higher levels of entrepreneurship through
a greater number of potential entrepreneurs. A more forgiving bankruptcy law provides partial
insurance against the consequences of failure and reduces the risk tolerance threshold for
entrepreneurs who are more reluctant to take risks (Armour and Cumming, 2008). At the same time,
there is empirical evidence that risk reduction attracts entrepreneurs with higher education,
previous experience and, in general, more qualified. And this, in turn, results in the formation of
high-performing companies (Eberhart et al., 2012).

There are several barriers that limit the second chance. For example, some researchers note
that business success or failure depends on internal or external circumstances. Internal factors can
refer to managerial incompetence, overconfidence or excessive risk taking (Hayward et al., 2006).
External causes can be related to inadequate economic circumstances, government policies or lack
of financial resources (Liao et al., 2008). Also, offering a second chance is limited by lengthy and
costly bankruptcy procedures. Faster processes for honest entrepreneurs are therefore important,
given that according to research there is a relationship between the length of insolvency procedures
and the loss of the company value (Doing Business, f.a.,2019).

Many concepts and approaches argued in scientific research find practical implementation in
the European countries policy. In particular, in European policy documents referring to the second
chance 10 years ago (including in the SBA for Europe), the notion of bankruptcy was mainly used.
In recent years, however, in the European Commission Recommendations and Regulations, the
notion of insolvency is more and more common. Moreover, in the text of these documents is
recommended to support enterprises in different stages of business failure (the occurrence of
problems, but without debts; existence of debts, but without claims from creditors; creditors’ claims,
but without legal implications; examination of the case in the court). It should be emphasized that
attention is paid not only to financial problems, but also to other problems of the enterprises (of a
non-financial nature), which can lead to difficulties in the debt recovery.

In the Republic of Moldova, in the scientific literature, there are separately developed the
issues of the SME support policy assessment (Aculai et al., f.a.,2018), various aspects of the problems
faced by SMEs (Levitskaia et al., 2015), anti-crisis management and the stages of the organization's
bankruptcy(Burlacu, f.a., 2009), the assessment of the bankruptcy risk of domestic companies
(Bancila & Mihalachi, f.a., 2012). However, the research gap lies in the fact that the study of the
entrepreneurs’ challenges, which face financial difficulties or other non-financial problems, are in a
state of insolvency, have gone through restructuring or bankruptcy procedures and would like to
quickly benefit from a second chance in the Republic of Moldova, is poorly reflected in the national
scientific literature. In fact, the study from which this article is based is the first national study in
this direction.

In the present study, a second chance for entrepreneurs is examined in a fairly broad context,
not limited to the bankrupt companies. So, the whole period is actually subject of the analysis,
related to the failure in business - the occurrence of problems (not necessarily financial), but
without debts; the existence of debt, but without claims from creditors; creditors' claims, but
without judicial implications; examination of the case in court - with the subsequent restructuring
or bankruptcy of the enterprise (Figure 1).
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The occurrence of problems (not necessarily financial), but without debts

The existence of debt, but without claims from creditors

Creditors' claims, but without judicial implications

Business failure

Fig.1 The context of business failure to offer entrepreneurs a second chance
Source: elaborated by authors

Thus, this paper contributes to the literature on entrepreneurship in Moldova by empirically
investigating the specifics of the activity of local entrepreneurs, who face a business failure and would
like to benefit from a second chance, based on interviews with entrepreneurs.

DATA SOURCES AND METHODS
The data for research in the present article was obtained in the framework of several research
projects carried out at the National Institute for Economic Research of Moldova with the active
participation of the authors. The following methods were used in this paper: analysis and generalization
of the specialized literature, analytical materials, legislative acts and policy documents, which ensure the
regulation of entrepreneurship and support for entrepreneurs. The primary data for the entrepreneurs’
activity analysis, who have faced financial / non-financial difficulties and intend to restructure their
business or set up a new one, was obtained using the in-depth semi-structured interview method, given
that the research of this entrepreneurs group in the Republic Moldova is at the initial stage (until now,
no studies of these groups of entrepreneurs were carried out in the Republic of Moldova). The purpose
of the interviews - to identify the circumstances (factors), which favor and hinder the entrepreneurial
activity, related to obtaining a second chance in business. In total 16 interviews were conducted, with
the participation of the authors. The interviews were conducted between April and August 2018. The
survey was conducted with the following groups of small entrepreneurs (owners / co-owners and top
managers), whose business is facing financial difficulties or other non-financial problems, are in a state
of insolvency, have gone through restructuring bankruptcy procedures and would like to quickly benefit
from a second chance. All respondents hold key positions in the companies, being (co-) owners and/or
employees/managers of the company, so that they are well acquainted with the situation in the
company, which is discussed in the interviews.
The main notions used in the study - enterprise in financial difficulty, inability to pay, insolvency,
bankruptcy- are stated in the local legislation as follows:
enterprise in financial difficulty - enterprise whose potential of managerial and
economic viability is in a decreasing dynamic, but whose holder executes or is able to execute
the due obligations;
inability to pay - the debtor's financial situation characterized by his inability to
execute his due pecuniary obligations, including fiscal obligations. Failure to pay is usually
presumed if the debtor has ceased to make payments;
insolvency - the financial situation of the debtor characterized by the inability to honor
its payment obligations, ascertained by a court order;
bankruptcy procedure - the collective and equal insolvency procedure, which is applied
to the debtor in order to liquidate his patrimony to cover its debts.
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RESEARCH RESULTS AND DISCUSSIONS

Insolvency law, main public institutions and implemented projects. The main document,
which regulates the insolvency procedure in the Republic of Moldova, is the Insolvency Law,
adopted in 2012, most recently amended by the Law No. 141 of 16.07.2020. The gravity of the
problem is explained by the fact that during the independence period in the country were
elaborated 4 laws in this field, respectively, in 1992, 1996, 2001 and 2012, in each of them later
were introduced significant changes. In the process of the legislation developing, not only the
procedures related to the recovery of corporate debts were concretized and completed, but also
the key notions were modified. In particular, instead of the notion of bankruptcy in the law of 2001,
the notion of insolvency was introduced, which is considered to be “something more forgiving and
easier to bear” for entrepreneurs.

The most recent amendments to the Insolvency Law concern the extrajudicial restructuring
of the companies, the streamlining of the financial circuit and the access to finance of economic
agents in respect of which the insolvency procedure was initiated, including by regulating the
possibility of post-initiation financing, maximizing the recovery rate of creditors' claims.

Analyzing the currently in force Insolvency Law from the second chance point of view, it is
worth mentioning that the law provides for two restructuring procedures (Chapter VI, art. 182 -
226). One is the general procedure and the other is the accelerated restructuring procedure. The
accelerated restructuring procedure can be applied to the financially distressed company and aims
to protect the company, providing the opportunity to continue the activity, keep jobs and cover
debts by implementing a concrete plan.

The main institution, which regulates all aspects of the SME sector development in the
Republic of Moldova is the Ministry of Economy and Infrastructure. At the same time, the state
policy in the field of enterprises’ insolvency and bankruptcy is carried out by the Ministry of Justice.

At the same time, some modest steps are being taken to facilitate the access to second chance
for entrepreneurs. Thus, starting with July 2018, the government agency the Organization for SMEs
development (ODIMM) started an international project co-financed from European Union funds:
“Accepting failure to facilitate the access to second chance for entrepreneurs in the Danube region
- Danube Chance 2.0” (within the Transnational Program Danube 2014-2020). The project
duration - until 30.06.2021. This is the first project in the Republic of Moldova, focused on
entrepreneurs in difficulty, in a state of insolvency or bankruptcy and who would like to start a
new business.

Analysis of the importance of the phenomenon based on quantitative data. Based on the
available data (of the State Tax Service, the Public Services Agency and the National Bureau of
Statistics) was identified the number of the problematic enterprises, which are facing difficulties
in recovery debt, or which are already in a state of bankruptcy.

v’ The data of the State Tax Service reflects the number of economic agents declared
insolvent. Starting with 2013, the number of economic agents declared in a state of
insolvency shows a constant growth trend. In particular, a significant increase was
registered starting with 2017, when their number exceeded the cumulative number of
agents declared insolvent in the period 2013-2016 (by 4.6 times). Over the next 3 years
(2017-2019) the number of economic agents declared insolvent continues to increase.
Thus, in 2019 the number of economic agents declared in a state of insolvency reached the
maximum registered in the analyzed period, constituting 11183 economic agents,
increasing by 24.3% compared to the previous year. The significant increase in the number
of economic operators declared insolvent is explained, first of all, by the simplification of
the liquidation procedure.
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Table 1.
Number of economic agents declared insolvent, period 2013 - 2019

Average Average number of
number of employees in
Year QlIv Total per year | employees in a enterprises
company, declared insolvent,
63 213

2013 41 64 45 10.1 2151
2014 83 95 72 124 374 9.9 3703
2015 112 124 103 120 459 10 4590
2016 161 186 125 201 673 9.8 6595
2017 1783 1931 5088 2161 7963 9.7 77241
2018 1996  2126] 2318 2559 8999 9.6 86390
2019 2546| 2690 2866 3081 11183 9.7 108475

Source: authors’ calculation based on the data of the State Tax Service of the Republic of Moldova
and the National Bureau of Statistics

Considering that on average 9.7 employees were working in a company in the Republic of Moldova
in 2019, the liquidation of insolvent enterprises only in 2019 may leads to the reduction of 108,475 jobs.
Using the data of the National Bureau of Statistics, which shows that the average number of employees
in 2019 was 552,113 persons, we identify the share of jobs, which can be liquidated in connection with
the closure of enterprises declared insolvent - this is 19.6%. Given the trend in 2019 and the negative
effects of the Covid-19 pandemic crisis, we assume that the reduction in jobs this year may be even more
significant.

v The State Register of Legal Entities and Individual Entrepreneurs keeps records of all
enterprises that have been registered and deregistered. The data of the State Register show that
during 2015-2016 there was a net growth of enterprises (calculated as the difference between
registered and deregistered enterprises), and during 2017-2019 this indicator had a negative
value. Moreover, in the last 3 years this negative trend has progressed: in 2017 the monthly
reduction in the number of enterprises was -178 units, and in 2019 - 336 units. There are
several factors that explain this trend (in particular, the simplification of the business
liquidation procedure; a more constructive approach of the potential entrepreneurs on starting
their own business), however, the data show the existence of certain problems faced by
domestic entrepreneurs.

Table 2
Number of registered and deregistered enterprises from the State Register of legal

entities and individual entrepreneurs in the years 2015-2019
2005 | 2016 2017 2018 |

Average Average

Indicators

per per

month month
Registered
enterprises, 5985 499 5673 473 6406 534 5751 479 6136 511
un.
Deregistered
enterprises, 3905 325 4055 338 8540 712 8895 741 10166 847
un.
Net growth 2080 173 1618 135 -2134| -178 -3144 -262 -4030 -336

Source: authors’ calculation based on the data of the Public Services Agency
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v" Position of the Republic of Moldova in the international ranking Doing business (on indicators,

which refer to insolvency). According to the World Bank Doing Business Report, ed.2020, the Republic
of Moldova ranked 67th in the “Solving Insolvency” indicator (out of 190 countries included in the
ranking), marking a worsening in the ranking with 9 positions (2014-2020) (Doing Business, f.a., 2019).

According to this ranking, the insolvency procedure in the Republic of Moldova lasts on average 2.8
years, and the costs related to the insolvency procedure constitute 15.0% of the value of the debtor's
patrimony, which is above the average in Eastern European and Central Asian countries (respectively, 2.3
years and 13.1%) and significantly more than in OECD countries (1.7 years and 9.3%).

In order to characterize the legislation on insolvency / bankruptcy in the ranking is used the
Strength of insolvency framework index, which represents the sum of points assigned to the country for
the commencement of proceedings index, management of debtor's assets index, reorganization
proceedings index and creditor participation index. The value of the Strength of insolvency framework
index for the Republic of Moldova is 12.0 points out of 16 possible, or 75%. At the same time, the
insolvency framework does not provide for the possibility of the debtor obtaining credit after the
beginning of insolvency proceedings: the country obtaining 0 points on this indicator, which means
that the enterprise ceases to exist after the completion of the insolvency process.

The barriers faced by small entrepreneurs, oriented in obtaining a second chance in business.
For a deeper investigation of the circumstances (factors), which favor and hinder the entrepreneurial
activity, related to obtaining a second chance in business, the interview method was used.

In the process of interviewing, a second chance means if the company: (1) is in financial or non-
financial difficulty, which poses a threat to paying the debts, or (2) the company is unable to honor its
financial obligations (3) the situation created is not related to fraud, then (4) the entrepreneur should have
areal opportunity to restart his activities relatively quickly and not too difficult or to create a new business.

The generalization of the interviews results with the entrepreneurs allowed to identify the
following barriers, faced by the small entrepreneurs, oriented towards obtaining the second chance
in business:

1. Acute insufficiency of financial resources at the enterprise / entrepreneur. The entrepreneurs
explained this problem by the following:

Decrease in sales, conditioned by the change of the goods market conjuncture. For example, the
emergence of new competitors in the market, the change in the consumer demand and preferences for
the good of the respondents’ businesses;

- Increased expenditures, first of all, increased payments for utilities and rent;

Non-compliance with the financial obligations by customers;

Deficiencies of the state policy to support entrepreneurship;

- State policy at macro-level (high level of migration, change in exchange rate, corruption, etc.)

2. Long and costly bankruptcy procedures, provided by the insolvency legislation;

3. Limited information about the possibilities an entrepreneur, whose business is in a difficult
situation (legal norms, support from institutions, etc.) can use;

4. Insufficient training and experience of persons, who have to solve the problems of creditors
and entrepreneurs / enterprises at the stage of insolvency (mediators, consultants, bankruptcy
administrators, etc.);

5. Insufficient institutions, interested and with the potential to support entrepreneurs that face
financial or other problems in business;

6. The stress of entrepreneurs, who face insolvency or bankruptcy, lack of self-confidence, which
is intensified by the distrust from people (both business partners and family members);

7. Staff difficulties, largely caused by:

Insufficient qualification of employees (workers and specialists) or even lack of people with
certain professions and qualifications. Consequently, the employment of people with inadequate
qualifications leads to poor quality of work, low discipline, high staff turnover, collective conflicts, etc.
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Insufficiency of professional qualification and entrepreneurial skills/experience of owners,
managers. For example: the owner of the restaurant mentioned that “he started a business he did not
know. It was first necessary to study about the activity related to restaurants.”

8. Unqualified resolution of general issues related to the enterprise management, such as:

Contradictions between business owners;

The main owner and manager had other obligations, working as an employee;

The goals of business development were not well thought out; management methods and styles
were used inefficiently;

The company was simultaneously involved in several projects, which did not have the
necessary financial support;

The owners of the company were not ready for the risks, or the risks were not taken seriously,
or no measures were developed to overcome them;

Low attention is paid to some management directions, in particular: business planning,
including financial planning, price formation was incorrect - prices for products were reduced, no
advertising policy, the production control, marketing and supply management were insufficient.

Regarding the success of the new business, after the previous failure in business, the respondents
expressed different points of view, including that the new business is in some cases more successful
compared to the previous one. One of the respondents clearly mentioned that “the new business differs
a lot, in a better sense, from the previous one: it has only one type of activity and a small number of
employees. The respondent, being owner and director, has all the advantages in making strategic
decisions, while in the previous business there was no mutual understanding between owners and
administrators.”

At the same time, during the interviews, the entrepreneurs expressed the need for various state
support measures to quickly get a second chance. These referred primarily to changes in the legislation
and judicial practices related to the bankruptcy procedure, as well as to the financial and institutional
support of entrepreneurs to get a second chance. In addition, entrepreneurs paid attention to the general
problems of SME development in the Republic of Moldova. In particular, it was proposed:

A. As part of the amendments to the legislation on entrepreneurship and legal practices related to
bankruptcy procedures:

To reduce the duration and complexity of legal procedure related to the closure of the business
(in the absence of company debts). This does not require additional financial resources, as it depends
largely on the level of bureaucracy.

B. Improving the financial support. Extension of the state support measures, intended for newly
established enterprises, including enterprises, which get a second chance. It is reasonable to implement
these measures in the framework of the SME support programs. In particular:

to extend the state support under special/target programs for all Moldovan SME, including
those operating in Chisinau (given that 64% of domestic economic agents operate in the capital).
Currently, support under special programs is intended primarily for businesses from the rural areas.

As possible state support measures for SME in the crisis situations, was proposed: 1) to reduce
the rent payment (if the owner of the area is the state) or to compensate a part of the rent payment,
which is very high at the moment; 2) postponement of the tax payment for the equipment and tools
purchase necessary for the business development. For example, the respondent ordered a computer
program abroad to develop mail delivery models. The cost of the program was $ 9,000, the tax was $
2,000. The respondent refused to pay such a fee and had to go to Moscow alone to bring the program,
significantly reducing the purchasing cost.

C. Within the institutional support. Any opportunities for institutional support of the second
chance were enthusiastically supported by respondents, considering that improving the institutions
activity is the most possible support form for entrepreneurs. In particular, it was proposed:

Development of institutions that provide services to entrepreneurs:

O at the stage of identifying new complicated problems in the business - by providing assistance
in the restructuring process, in order to keep the company and the jobs. According to the respondents
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“these services must be provided by public institutions, free of charge, given the state's interest in protecting
jobs and paying taxes”;

o willing to set up a new business or restart the previous activity after a forced cessation of
activity or bankruptcy.

Extending the process of informing entrepreneurs how to overcome the business problems.

Assistance of professional psychologists in organizing counseling, to reduce the impact of
stigmatization of the “bankrupt”. Organizing the training of entrepreneurs in the field of risk
management, crisis management, staff development; delegation of responsibilities; providing
psychological support. The respondents mention that “it must be free and include rural areas”.

Development of methodological instructions for entrepreneurs on early prevention of crisis
situations, insolvency management, bankruptcy.

Dissemination in society of information about the existence of the right to failure in any activity.

The generalization of the interviews results with the entrepreneurs and the legislation analysis
allowed to identify a range of directions to support the second chance, the main ones being the following:

Improving the legislation and the control over its implementation; introducing changes in the
policy documents. In particular, it is proposed: (a) to include in the aim of the Insolvency Law, in line with
the interests of creditors, also - where possible, giving the debtor-entrepreneur the chance to recover it
business; (b) to add in the Law on Small and Medium-sized Enterprises, in particular, to the list of the
target groups supporting SMEs, the group of entrepreneurs, who may benefit from the second chance.

Facilitating the access to funding sources. In particular, during and after the financial crisis, the
following forms of financial support for entrepreneurs are important: (i) reducing the debt burden for
entrepreneurs, who have got a second chance (lower rates for unpaid debts); (ii) the possibility to
obtain a loan after the initiation of the insolvency process, in particular, within the special programs;
(iii) ensuring the access to state contracts for “honest” bankrupt entrepreneurs; (iv) providing facilities
to entrepreneurs for payments, offered to consultations of lawyers, financiers, accountants and other
insolvency specialists, whose services are usually quite expensive.

Improving the training of entrepreneurs; providing advisory and information services. In
particular: (1) training of entrepreneurs regarding the activity in difficult conditions, in particular,
training courses on risk management, crisis management; personnel management; financial
management; (2) training and advisory assistance of business specialists in overcoming crisis issues;
(3) organizing mentoring and coaching activities to help those who want to get a second chance; (4)
informing entrepreneurs from the SME sector about the possibility of using the restructuring
procedure to overcome a business crisis situation; (5) developing and maintaining the website, which
places the information necessary for the second chance.

Changing the activity of institutions, aimed at giving SMEs a second chance. In order to support
SMEs in overcoming financial insolvency, it is appropriate for the state to initiate or create specialized
support institutions, or to assign new functions to existing public institutions. Certain functions of
granting a second chance to entrepreneurs in the Republic of Moldova are performed by persons with
liberal professions (mediators, bankruptcy administrators) and their professional associations, whose
activities are regulated by the Ministry of Justice. It is very important to provide assistance to
companies in identifying difficulties at the initial stage of their emergence. In particular, as early
warning systems could be the tax authorities, commercial banks, credit bureaus.

Changing the attitude in society about entrepreneurs, who have suffered a failure in business, in
order to improve the public image through education and media. In this context, it is relevant to
disseminate information in society: (a) about the right to fail in any activity, especially in the field of
business, characterized by a high degree of risk; (b) the success stories of entrepreneurs who have
overcome crisis situations; (c) in a broader context - about improving the image of entrepreneurs.
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CONCLUSIONS

Giving entrepreneurs a second chance is not limited to companies that have gone bankrupt,
but is examined in a broader context in the politics of European countries. In particular, these are
companies that are in financial difficulty or are facing non-financial difficulties; who have faced
insolvency, have gone through restructuring or bankruptcy procedures.

In order to develop a policy to support the second chance in business, it is rational to identify
the barriers that small entrepreneurs face, which can lead the company to bankruptcy. The constraints
of the local entrepreneurs, who have suffered a failure in business and would like to quickly benefit
from a second chance in the Republic of Moldova are characterized by the following: (a) acute shortage
of financial resources in the enterprise; (b) long and costly bankruptcy procedures; (c) limited
information on the possibilities an entrepreneur whose business is in a difficult situation can use; (d)
inadequate training and experience of specialists who have to deal with business difficulties
(mediators, consultants, bankruptcy administrators, etc.); (e) the insufficient level of training of
entrepreneurs in the field of business, in which insufficient attention is paid to issues related to the
risk management; the crisis management, the human resources management, the financial
management, etc.); (f) insufficient institutions, interested in supporting entrepreneurs, facing
financial or other business problems; (g) stress of entrepreneurs, facing insolvency or bankruptcy
procedures, lack of self-confidence, which is intensified by the distrust of people.

In order to give entrepreneurs a second chance, it is relevant to use a wide range of support
directions, the main ones being the following: (1) improving the legislation and controlling its
implementation; (2) facilitating the access to funding sources; (3) improving the entrepreneurial training
of persons involved in business and improving the professional qualification of other participants of the
insolvency process; (4) changing the attitude in society towards entrepreneurs, who have suffered a failure
in business, in order to improve the public image through education and media.
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ABSTRACT

The aim of this paper is to study consumption of households from an economic and cultural
perspective in the European Union with 28 Member States during the period 2010-2019. For this purpose,
we compared the Eastern European countries, dominated by rapid economic growth and development
with the Western European countries, which represent the most developed countries in the EU-28. From
this perspective, we proposed a multidimensional analysis of consumption that includes macroeconomic
indicators of households’ wealth, which strongly influence their consumption together with an overview
on expenditure by consumption purpose. Moreover, we have also considered Hofstede’s cultural dimension
theory based initially on four cultural dimensions (power distance, individualism versus collectivism,
masculinity versus femininity, and uncertainty avoidance) to observe the impact national culture plays
on households’ consumption in Eastern and Western European countries tracking the historical changes
of these countries. Our methodological approach consisted in descriptive and inferential statistics based
on the selected economic and cultural indicators. Pearson’s product-moment correlations were calculated
to assess the correlations between the variables. Our analysis shows that the level of wealth is lower in
Eastern European countries compared to Western Europe, which influences significantly the private
consumption in these countries. Moreover, the systematic differences of national culture between Eastern
and Western Europe influence strongly the private consumption of their population. Results of this paper
indicate that in Eastern European countries the highest share of expenditure is allocated to primary needs
such as food, non-alcoholic beverages, alcoholic beverages and cigarettes to the detriment of health,
education, recreation and culture.

Keywords: households’ consumption, European Union, income, national culture, Hofstede’s theory

Scopul prezentei lucrdri este de a studia consumul gospoddriilor din perspectivd economicd §i
culturald in Uniunea Europeand cu 28 de state membre in perioada 2010-2019. In acest sens, am
comparat tdrile din Europa de Est, dominate de crestere si dezvoltare economicd rapidd, cu tdrile din
Europa de Vest, care reprezintd tdrile cele mai dezvoltate din UE-28. Din aceastd perspectivd, am propus
o analizd multidimensionald a consumului care include indicatori macroeconomici ai avutiei
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gospodadriilor, care influenteazd puternic consumul acestora, precum si o imagine de ansamblu asupra
cheltuielilor in functie de scopul consumului. In plus, am luat in considerare, de asemenea, teoria
dimensiunii culturale a lui Hofstede bazatd initial pe patru dimensiuni culturale (distanta fatd de putere,
individualismul versus colectivismul, masculinitatea versus feminitatea si evitarea incertitudinii) pentru
a observa impactul pe care cultura nationald il are asupra consumului gospoddriilor in tdrile din Europa
de Est si de Vest, urmdrind schimbdrile istorice din aceste tdri. Abordarea metodologicd a studiului a
constat in statistici descriptive si inferentiale bazate pe indicatorii economici si culturali selectati. Metoda
Pearson a fost aplicatd pentru a evalua corelatiile dintre variabile. Analiza noastrd aratd cd nivelul de
bundstare este mai scdzut in tdrile din Europa de Est in comparatie cu Europa de Vest, ceea ce
influenteazd in mod semnificativ consumul privat din aceste tdri. In plus, diferentele sistematice de
culturd nationald dintre Europa de Est si Europa de Vest influenteazd puternic consumul privat al
populatiei lor. Rezultatele acestui studiu indicd faptul cd, in tdrile din Europa de Est, cea mai mare parte
a cheltuielilor este alocatd nevoilor primare, cum ar fi alimentele, bduturile nealcoolice, bduturile
alcoolice si tigdrile, in detrimentul sdndtdtii, educatiei, recreerii si culturii.
Cuvinte cheie: consumul gospodadriilor, Uniunea Europeand, venit, cultura nationald, Teoria lui HofStede

leavto dauHOll cmambu sieAsemcsi  usydeHue nompebaeHuss OdoMAwHUX Xxosslicme ¢
JKOHOMUYecKOU U Ky/bmypHoll mouku 3peHusi 8 Esponetickom Cotoze ¢ 28 2ocydapcmeamu-uieHamu 8
nepuod 2010-2019 ee. B ces3u ¢ 3muM Mbvl CpABHUAU CmpdHbl Bocmounoii Eeponvl, 8 KOmopbwix
npeob6.siadarom 8bICOKUe meMnbl IKOHOMUYECKO20 pocma U pazgumusi, co cmpaHamu 3anadHol Eeponbl,
Komopvule sieasiomcsa Haubosee pazgumbimu cmpaHamu 8 EC-28. C amoii mouku 3peHuss Mbl
npeo/1oxcuaU MHO20MEPHbLIU aHA/AU3 Nompeb/eHUs, KOmopbvll BKA4Ydem MAaKpOIKOHOMUYECKUe
nokaszame/u 6,1a20C0CMOSHUS OOMAWHUX X03511ICM8, KOmMopble CU/IbHO 8AUSIF0M HA UX nompebJieHue, a
makce 0630p pacxodos no yeasm nompebsaeHus. Kpome mozo, Mbl makdice paccmompeau meopuro
Ky/JbmypHo2o usmepeHuss Xogcmede, nepeOHA4A/IbLHO OCHOBAHHYID HA 4emblpeX KY/JAbmYPHbIX
usmepeHusx (ducmauvyus om eaacmu, UHOUBUAYAAU3M NPOMUB KO//AEKMUBU3MA, MyHeCMBEHHOCIMb
npomus JceHCcCmeeHHOCMU U u3bezaHue HeonpedesieHHOCMU) 0151 onpedesieHUs1 8AUSTHUS HAYUOHAAbHOU
Ky/1bmypbl Ha nompebsieHue doMawHux xossalicme 8 cmpaHax Bocmounolli u 3anadHoii Esponul, 8
KOHMeKcme ucmopuyveckux udmeHeHull 8 amux cmpaHax. Memodo.iozuyeckuil nodxod uccsiedo8aHusi
COCMOS/A U3 0ONUCAMENbHOU U 8bl8edeHHOl cmamucmuKu HAd OCHO8e OMOOPAHHBIX IKOHOMUYECKUX U
KV/IbMypHbIX hokaszamesell. /151 OyeHKU Koppeasyuu Mexcdy NoKasamesasiMu NpUMeHs/ACS Memod
Iupcoxa. Haw aHasau3 nokasvlgaem, 4mo ypoeeHb 6.1a20cocmosiHusl 8 cmpaHax BocmouHoli Eeponvi
Hudce, yem 8 cmpaHax 3anadHotl Eeponbi, ymo cyujecmeeHHo 81usiem Ha YacmHoe nompeb/ieHue 8 3mux
cmpauax. Kpome mozo, cucmemamuyeckue pasau4usi 8 HAYUOHAAbHOU Kyabmype mexcdy BocmouHtoli u
3anadHoti Eeponoii cuibHO eausiom Ha yacmHoe nompeb.aeHue ux HaceseHusl. Pezysbmambvl amozo
uccsnedosaHusi nokasvigarom, 4mo 8 cmpaHax Bocmounoli Egponbl 60/1bwiass 4acms pacxodoe
Hanpas/siemcst Ha y008/emeopeHue OCHOBHbIX nompe6bHocmell, Makux KAk npodyKmbl NUMAHus,
6e30/1K020/1bHble HANUMKU, A/K020/1bHble HANUMKU U cueapembl, 8 yujepd 300po8vlo, 06pa3o8aHuio,
omadvbIXy U Ky/1bmype.

Kawuesvle caoea: nompebaevue domawHux xo3ssticms, Esponelickulli cowo3, doxo0bl,
HayuoHabHas Kyaemypa, Teopus Xoghcmede

INTRODUCTION

Our society is called a consumerist society as the level of consumption of goods and services
nowadays has never been seen in the history of humanity (Matsuyama 2002:5-7). The gradual transition
towards consumerism started after and it has triggered progress in all areas of activity, which lead to a
lifestyle of individuals inclined towards wealth.

Private consumption represents the household's consumption of goods and services. The
households’ consumption accounts for around 50% of EU-28 Gross Domestic Product (GDP) compared
to around 20% for government consumption (Eurostat, 2019). The assignation of financial resources
towards private consumption implies a reduction of the personal savings, and, in some cases even
indebtedness of individuals and households. Households’ income determines the level of their
consumption and the category of goods and services towards which they decide allocate their budget.
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The private consumption is very limited in those households in which the income does not cover the
expenses of their basic needs. According to Engel’s law, the wealthier households allocate a smaller share
of their budget for food, which is a basic need, assigning their resources to more sophisticated needs.

Households' consumption in the European Union is still divergent triggering numerous differences
between countries. Factors that drive households’ consumption are triggered by economic features such
as disposable income and individual consumption, and socio-cultural characteristics such as habits and
cultures. In this paper, we have considered Hofstede’s cultural dimension theory based initially on four
cultural dimensions (power distance, individualism versus collectivism, masculinity versus femininity
and uncertainty avoidance) to observe the impact national culture has on households’ consumption in
EU-28 Member States during 2010-2019. For this purpose, we have drawn statistical comparisons
between the Western European countries, the most developed countries in the EU-28 and Eastern
European countries, developing countries, which joined the EU after 2004.

This paper is structured in five parts. The first part contains the introduction, which indicates the
research question. The second part of the paper covers the literature review of economic and cultural
influences of households’ consumption in the European Union. The third part of the study describes the
research methodology including the data sources. The fourth part of the paper presents the results and
discussions derived from the study. Finally, the fifth part shows the conclusions of the study.

LITERATURE REVIEW

Some authors define consumption as “spending for survival or enjoyment as opposite to providing
for future production” (Black 1997:84). Recent research (Sadik-Zada & Loewenstein 2018:196-204)
reveals the direct relationship between disposable income and consumption. Other authors argue that
income effects show differences in the spending patterns of affluent households rise (Chai et al.
2015:423-440) and that changes in household wealth impact on consumption (Jawadi et al. 2017:849).
Furthermore, consumption is shaped by the interaction between the national context and individual
lifestyle preferences (Thggersen 2017:16-25). Moreover, households’ consumption is a complex
process, which represents the result of social, cultural and economic influences (Zukin & Maguire
2004:174). Other authors (Schor 2002:3-4) indicate that motivations of consumption are social, these
deriving from the need to keep pace with the level of consumption promoted by the society rather than
with objective individual needs. Some authors (Firat et al. 2013:199) conclude that culture is one of the
most important factors affecting attitudes, behaviors and lifestyles of households’ consumption.

If we consider the socio-economic context of the countries in the European Union, we can
distinguish two different societies: Western Europe and Eastern Europe. On one hand, the socio-
economic evolution of Eastern European countries produced by the collapse of the communist regime
triggered a significant change in the political regime. This implied a major transition from the planned
economy towards a market economy (Lipton et al. 1990:6-79). On the other hand, countries from the
Western Europe are more economically developed having an individualistic culture, whereas Eastern
European countries are developing at a rapid pace being more traditional (Trentmann 2004:378). Some
authors indicate the differences in the structure of households’ consumption appeared due to different
levels of socio-economic development in different countries along with historical, geographical and
cultural factors (Kozera et al. 2013:293-303). For some categories of consumption such as clothing,
footwear, miscellaneous goods and services Eastern European countries before joining the EU spent less
than Western European countries (Arnotte 1999:1-8). Some authors (Yildirim et al. 2016:42-51)
consider that culture shapes purchases decisions of individuals. Moreover, other authors point out the
role of cultural differences on individual consumption behaviors (De Mooij 2017:444-456) identifying
the national culture as critical factor (Nair & Little 2016:178). Differences in households’ consumption
between the Western and the Eastern European countries are more visible in the experience of operating
in the market economy, the demand for basic goods and the level of saturation, which are in the detriment
of the latter ones (Szwacka-Mokrzycka 2017:169-178). Recent research (Michail 2020:979-994)
indicates that household consumption patterns in the European Union are more convergent in the
Eurozone than outside it. Moreover, cultural values in some countries have restrained the spread of
consumerism (Roach et al. 2019:17). In addition, some studies include the effects of national culture on
household’s consumption taking into consideration Hofstede's cultural dimensions theory. From this
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perspective, low power distance countries have a higher tendency to change (Matusitz & Musambira
2013:42-60), whereas consumers with low levels of uncertainty avoidance are prone to take more risks
(Hwa-Froelich & Vigil 2004:107-118).

RESEARCH METHODOLOGY

The aim of this paper is to analyze the households’ consumption in the European Union and to
identify some economic and social variables that influence consumption. In our analysis we refer to the
period 2010-2019 based on the data availability of the indicators analyzed. In this paper, we have used
descriptive statistics to correlate economic indicators such as the Adjusted gross disposable income of
households per capita, the Actual Individual Consumption and Households’ expenditure by
consumption purpose with the cultural factors based on Hofstede’s initial model of national culture.
Both economic indicators used in this paper are expressed in Purchasing Power Standards (PPS) to
include the price level differences across the countries subject to our analysis.

Adjusted gross disposable income of households per capita reflects “the purchasing power of
households and their ability to invest in goods and services or save for the future” (Eurostat, 2019).
This indicator includes the flows of services households receive free of charge from governments (e.g.
education, health, etc.). In this paper, we used this indicator as it reflects the disposable income of
households available for consumption and/or savings.

Actual Individual Consumption (AIC) measures all the goods and services consumed by
households including the services provided by government or non-profit organizations (e.g. education,
health, etc.). This indicator is preferred in comparative studies as indicator of households’ material
welfare. In this paper, we focus only on households’ consumption, therefore we have excluded from
our analysis the services provided by government or non-profit organizations.

Households’ expenditure by consumption purpose depicts the allocation of income aggregated
atthe national level to the main categories of spending such as food & non-alcoholic beverages, clothing
& footwear, housing, health, education, recreation and culture.

From the side of cultural factors that influence consumption, we relied on Hofstede’s model of
national culture (Hofstede 1980:15-41) that initially comprised four dimensions: power distance,
individualism versus collectivism, masculinity versus femininity and uncertainty avoidance.

Power distance index (PDI) reflects the way in which a society reacts to inequalities among its
members. A high power distance index is characteristic for societies in which people accept differences
and hierarchical order, while in countries with a low power distance people with less power strive to
minimize the inequalities in the distribution of power.

Individualism versus collectivism (IDV) shows whether the members of a society are inclined to
act only for their own welfare and for their families (high index values) or on the contrary it is a society
in which members of different groups help each other selflessly.

Masculinity versus femininity (MAS) differentiates between societies oriented towards
achievement, heroism, material rewards for success (high values correspond to masculinity) and those
in which cooperation and modesty are appreciated values (low values correspond to femininity).

Uncertainty avoidance index (UAI) reflects how uncomfortable are the members of a society with
ambiguity and uncertainty. Societies with a high UAI are more intolerant and respect rigid codes of behavior,
while those with a low UAI have a more relaxed attitude and accept more easily uncertain situations.

In our analysis we verified the following hypotheses:

H1: Actual Individual Consumption is positively correlated with the Adjusted gross disposable
income of households per capita.

H2: Households’ expenditure by consumption purpose is positively correlated with the Adjusted
gross disposable income of households per capita. .

H3: Actual Individual Consumption is positively correlated with the Hofstede’s 4 dimensions of
national culture.

H4: Households’ expenditure by consumption purpose is correlated with the Hofstede’s 4
dimensions of national culture.
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The statistical approach applied to verify these hypotheses is the Pearson’s product-moment
correlation analysis. Moreover, the results and discussions derived from our analysis are presented in
section 4 of this paper.

RESULTS AND DISCUSSIONS

The total gross disposable income of households in EU-28 amounted to EUR 9 781 billion in 2018
(Eurostat, 2019). Figure 1 reflects the evolution of the Adjusted gross household disposable income per
capita in EU-28 during the period 2010-2019 (data for Malta and UK was not available). In this paper, we
used the data converted in purchasing power standards (PPS), which allowed us to draw an accurate
comparison between all the EU-28 Member States. The mean Adjusted gross household disposable
income per capita in EU-28 had an upward movement during the whole period analyzed, increasing from
19 650 PPS (2010) to 23 599 PPS (2019). However, major differences can be observed between the
Member States from Eastern and Western Europe. The major difference is between Luxembourg and
Bulgaria, the countries with the highest and respectively lowest value in terms of Adjusted gross income
per capita. In 2010, Luxembourg exceeded almost 4 times the Adjusted gross disposable income per
capita compared to Bulgaria. In 2019, the country that has exceeded the EU-28 average was Germany
(+28,5 %), followed by Austria (+19,4 %), Belgium (+14,8 %), Netherlands (+12,3 %), France (+10,8 %),
Finland, Sweden and Denmark (less than 10 %) (data for Luxembourg was not available for 2019, but in
2018 it registered 41,2 % more than the EU-28 average). At the opposite pole, we find the Eastern
European countries as eight countries recorded values of 20 % or more below the EU-28 average (data
for Bulgaria was not available, but in 2017, the most recent available year, it registered 46,1 % of the EU-
28 average). The lowest values of adjusted gross disposable income of households per capita in 2019
were registered in Croatia (63,4% of the EU-28 average), Latvia (65,8%), Greece (67,4%), Hungary
(68,2%), Romania (70,4%), Slovakia (71,5%), Poland (73,3%), and Estonia (75,4%). The analysis of the
adjusted gross disposable income of households per capita expressed in PPS indicates clearly the
significant differences in income between the Eastern and Western Europe. The year 2019 marks the 15
years period after the accession of the Eastern European countries to the EU back in 2004. This means
that even after 15 years of economic convergence, there are still significant imbalances in income
between Eastern and Western European countries.
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Figure 1: Adjusted gross disposable income of households per capita in PPS
Source: Authors’ contribution based on Eurostat data (2010-2019)
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The evolution of the Actual Individual Consumption (AIC) is analyzed in this paper as an
indicator for the material welfare of households at the European Union level for the period 2010-2019
(Figure 2). As observed in Figure 1, in Figure 2 we remark a similar pattern in households’ welfare with
significant differences between the Eastern and Western European countries. The mean AIC for EU-28
increased from 17 600 PPS (2010) to 21 000 PPS (2019). The countries that exceed the EU-28 AIC
average are Luxembourg (+31,9 %), Germany (+20 %), Austria (+15,2 %), Denmark (+13,8 %),
Netherlands (+12,4 %), United Kingdom (+11, 4%) followed by Finland (+11 %) and France (+7,1 %).
The countries with the lowest AIC in EU are Bulgaria (-42,9 % from the EU-28 mean), Croatia (-35,7
%), Hungary (-33,8 %), Slovakia (-31,9 %), Latvia (-35,5 %) followed by Estonia, Greece, Poland and
Romania with less than 30 % below the EU-28 AIC average. Slovenia, Czech Republic, Malta, and
Portugal registered values of AIC with 20 % below the EU-28 average, while Spain, Ireland, Italy,
Cyprus and Lithuania had values less than 10 % below the EU-28 mean.

The analysis of Figures 1 and 2 indicate that Eastern European countries position themselves
lower on both economic indicators used in this study compared to the Western European countries.
The differences in the welfare of households between the EU-28 Member States reveal challenges that
developing countries from Eastern Europe strive to attain in order to reach the development level of

Western European countries.
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Figure 2: Actual Individual Consumption (Real expenditure per capita in PPS)
Source: Authors’ contribution based on Eurostat data (2010-2019)

Table 1 reveals the evolution of households’ expenditure by consumption purpose in function of
geographical zone, Western Europe (WE) and Eastern Europe (EE) during the period 2010-2019. We
observe major differences between Western and Eastern European countries as regards the
distribution of households’ expenditure to different categories of consumption. Eastern European
countries spent much more money on Food & alcoholic beverages, Alcoholic beverages, tobacco &
narcotics and Communications than Western countries, and less on Housing, water, electricity, gas &
other fuels, Recreation & culture and Restaurants & hotels. The differences on categories of
consumption such as Education, Clothing & footwear, Health and Transport are insignificant for both

Western and Eastern European countries.
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Table 1

Households’ expenditure by consumption purpose (share of total=100)
| |

Region 2010 | 2011 | 2012 | 2013 2014 | 2015 | 2016 2017 2018

Food and non- WE 11.7 11.7 11.9 12 11.9 11.8 11.8 11.9 11.5
alcoholic
beverages EE 18.2 18 18.5 18.6 18.6 18.4 18.3 18.1 | 18
Alcoholic WE 4 42 | 42 42 4 41 | 41 4 4
beverages,
tobacco &
narcotics EE 7 6.8 6.7 6.7 6.6 6.5 6.4 6.2 6.2
Clothing & WE 5 4.9 4.9 5 5 5 49 4.8 4.7
footwear EE 4.4 43 |42 4.2 4.4 4.5 4.6 46 | 46
Housing, water, = WE 229 229 23.4 23.7 23.6 23.6 23.5 23.2 23.3
electricity, gas
& other fuels EE 215 21.8 21.8 21 209 21 20.3 20 20
Furnishings,
household WE 5.8 5.6 5.5 5.4 5.4 5.5 5.5 5.5 6
equipment &
routine
household EE 5 4.9 4.8 4.7 4.7 4.7 5 5 5.2
maintenance
WE 3.7 3.8 3.9 3.9 3.9 4 4 4 4
Health
EE 4 4 3.9 4 4.2 4.3 4.3 4.4 4.4
WE 12.9 13.2 13 12.7 12.7 12.5 12 12.6 12.9
Transport
EE 11.9 12.1 12.2 12.1 12.2 12.1 12 12.2 | 12.3
WE 2.6 2.6 2.5 2.5 2.4 2.4 2.3 2.3 2.3
Communications
EE 3.6 3.4 3.4 3.4 3 3.3 3.3 3.2 3.1
Recreation & WE 9 9.1 9 8.8 8.8 8.8 8.8 8.8 8.8
culture EE 7.5 74 |74 7.4 7.5 7.6 7.7 79 |82
WE 1 1 1 1.1 1 1.1 1.1 1.1 1
Education
EE 1.3 1.4 1.4 1.4 1 1 1.3 1.3 1.2
Restaurants & WE 9 9.1 9.1 9.3 9 9.6 9.9 10.1 | 10.2
hotels EE 7 69 72 |74 76 |79 82 85 | 8
. WE 11.3 11.2 11 11 11.2 11 11.3 11.2 11.3
Miscellaneous
goods & services | . 8.1 8 8 8.1 8.1 8 8.2 8 8.4

Source: Authors’ contribution based on Eurostat data (2010-2019)
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In this paper, we considered the hypothesis following which the AIC and the distribution of
households’ expenditure across different categories of consumption is not only influenced by the
economic factors, but also by national cultural dimensions. For this purpose, we correlated the Actual
Individual Consumption and Households’ expenditure by consumption purpose with the Adjusted
gross disposable income, and with the 4 dimensions of national culture proposed initially by Hofstede.
The results of the correlation tests (Table 2) show that AIC is positively correlated with Adjusted gross
disposable income of households per capita (p-value<0.0001) and IDV (p-value<0.01), and negatively
correlated with PDI (p-value<0.001) and UAI (p-value=0.05). The correlation between AIC and MAS is
not statistically significant. Thus, countries with higher income per capita and with individualistic
population register higher values on AIC. On the contrary, countries in which people acceptinequalities
between their members and avoid uncertainty, have lower values on AIC.

Regarding the correlations with households’ expenditure by consumption purposes we observed
that the Adjusted gross disposable income of households per capita is positively correlated with
Furnishings, household equipment and routine household maintenance (p-value<0.01), Miscellaneous
goods and services (p-value<0.0001), and, negatively correlated with Food and non-alcoholic
beverages (p-value<0.0001), Alcoholic beverages, tobacco and narcotics (p-value<0.05),
Communications (p-value<0.0001), and Education (p-value<0.05). PDI is positively correlated with
Food and non-alcoholic beverages (p-value<0.01), Communications (p-value<0.01), and negatively
correlated with Recreation and culture (p-value<0.05). These findings suggest that in societies in
which people accept inequalities between their members, less money will be spent on recreational and
cultural activities and more money on Food and non-alcoholic beverages and Communications. If we
consider that people with less power have also lower levels of income, then these results are relevant
and intuitive. Individualism versus collectivism is positively correlated with Housing, water, electricity,
gas and other fuels (p-value<0.05), Recreation and culture (p-value<0.05), Miscellaneous goods and
services (p-value<0.05) and negatively correlated with Food and non-alcoholic beverages (p-
value=0.01) and Communications (p-value<0.01). Masculinity versus femininity index is not
significantly correlated with any of the variables included in the analysis. In societies in which people
have a high level of uncertainty avoidance, more is spent on Food and non-alcoholic beverages
(p<0.05), Health (p<0.05), and less on Housing, water, electricity, gas and other fuels (p-value=0.01)
and Recreation and culture (p-value<0.001).

Table 2
Pearson’s product-moment correlations between AIC, households’ expenditure by
consumption purpose and Adjusted gross disposable income per capita and Hofstede's 4
dimensions of national culture

Adjusted gross | Power distance Individualism Masculinity Uncertainty
disposable index (PDI) versus versus avoidance
income per collectivism femininity index (UAI)

capita (IDV) (MAS)
Actual 0.9898214 **** | -0.5972491 0.5279604 -0.06675845 -0.3834227
individual p-value < 2.2e- | *** ok p-value =|*
consumption 16 p-value = | p-value 0.7512 p-value =
(AIC) 0.00162 0.006675 0.05849
Food and non- | -0.8203692 0.5679182 -0.4773361 -0.1084955 0.393135
alcoholic ook ok ok p-value =|*
beverages p-value = | p-value = | p-value 0.6057 p-value =
5.146e-07 0.003063 0.01583 0.05188
Alcoholic -0.4375898 0.1672928 -0.0673258 0.06006066 0.07276739
beverages, * p-value =0.4241 | p-value p-value = | p-value =
tobacco and p-value =0.0287 0.7492 0.7755 0.7296
narcotics
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Clothing and 0.3066982 -0.3622259 0.1586611 -0.2323645 -0.03563647
footwear p-value =0.1359 | p-value = | p-value = | p-value = | p-value =
0.07517 0.4487 0.2637 0.8657
Housing, water, | 0.5186466 -0.08051141 0.4103231 0.1398564 -0.4795802
electricity, gas | p-value = | p-value=0.702 | * p-value = |
and other fuels | 0.007901 p-value = | 0.5049 p-value =
0.04162 0.01527
Furnishings, 0.5376524 -0.2293347 0.35585 0.1973647 -0.2591889
household ok p-value=0.2701 | p-value = | p-value = | p-value =
equipment and | p-value = 0.08084 0.3443 0.2109
routine 0.005573
household
maintenance
Health -0.2549813 0.2173657 -0.1872141 0.002146365 0.4569065
p-value =0.2187 | p-value =0.2966 | p-value = | p-value =|*
0.3702 0.9919 p-value =
0.02167
Transport 0.1538905 -0.3145666 -0.07707822 -0.2883868 0.1578673
p-value =0.4627 | p-value=0.1256 | p-value = | p-value = | p-value =0.451
0.7142 0.1621
Communications | -0.7351082 0.5035237 -0.4769184 0.04081415 0.2687174
oAk ok ok p-value = | p-value = 0.194
p-value = | p-value = | p-value = | 0.8464
2.843e-05 0.01029 0.01593
Recreationand | 0.3611103 -0.3895767 0.4114046 -0.2512522 -0.6127655
culture p-value =|* * p-value = | Rk
0.07614 p-value = | p-value = | 0.2257 p-value =
0.05423 0.04103 0.001128
Education -0.4289208 0.2681378 -0.3321518 0.3510357 0.1576021
* p-value = 0.195 | p-value = | p-value = | p-value =
p-value =0.0324 0.1048 0.08533 0.4518
Restaurants and | 0.0008428659 -0.1872007 -0.2055235 0.199351 0.1152958
hotels p-value =0.9968 | p-value=0.3702 | p-value = | p-value = | p-value =
0.3243 0.3394 0.5831
Miscellaneous | 0.7805442 -0.3206204 0.4982304 0.01389205 -0.1378836
goods and oAk p-value=0.1181 | ** p-value = | p-value =0.511
services p-value = p-value =] 0.9475
4.171e-06 0.01125

Source: Calculated by the authors based on Eurostat data (2010-2019)

CONCLUSIONS

In this paper, we analyzed the households’ consumption in the European Union with 28 Member
States during the period 2010-2019 from an economic and cultural perspective. In the first part of our
analysis, we described the evolution of two macroeconomic indicators, the Adjusted gross disposable
income of households per capita and the Actual Individual Consumption per capita. The results show
that the population from the Eastern Europe is less wealthy than the population from the Western
countries, since they recorded lower values on both economicindicators. The countries with the lowest
Adjusted gross disposable income per capita are Bulgaria, Estonia, Poland, Slovakia, Romania and
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Hungary, while the countries with the highest values on this indicator are Luxembourg, Germany,
Austria, Belgium and Netherlands. The EU-28 average of the Actual Individual Consumption increased
significantly during the period analyzed from 17600 PPS per capita in 2010 to 21 000 PPS per capita
in 2019. The countries with the lowest AIC are the Eastern European countries, namely Bulgaria,
Croatia, Hungary, Slovakia and Latvia. At the opposite pole, there are the Western European countries,
such as Luxembourg, Germany, Austria, Denmark and Netherlands. Regarding the household
expenditure by consumption purpose, we observed that Eastern European countries households
allocate higher shares of their total households’ expenditure to the basic categories of consumption
such as food, alcoholic beverages, tobacco in the detriment of education, recreational and cultural
activities. The population living in the Western Europe allocate higher shares of their budget than the
population living in the Eastern Europe for categories of consumption such as Housing, water,
electricity, gas & other fuels, Clothing and footwear, Recreation and culture, Restaurants and hotels.
We hypothesized that the differences in consumption are also related with the cultural differences
between the two groups of countries, Western Europe and Eastern Europe.

In the second part of our analysis, we verified four hypotheses regarding the correlation between
the Actual Individual Consumption and Households’ expenditure by consumption purpose on one side
and the Adjusted gross disposable income and Hofstede’s 4 cultural dimensions on the other side. We
used the cultural dimensions in our analysis since they also influence consumption besides the
economic factors. According to the correlation tests, the first hypothesis is accepted, since we obtained
a positive correlation between the Adjusted gross disposable income and the Actual Individual
Consumption. The second hypothesis is only partially accepted because only some categories of
consumption expenditures are correlated with the Adjusted gross disposable income. The third
hypothesis is also partially accepted: 3 dimensions of 4 are correlated with AIC (Power distance index,
Individualism versus collectivism, and Uncertainty avoidance index. The fourth hypothesis is only
partially true, as in the previous case, Hofstede’s dimensions are correlated only with some categories
of consumption expenditures.

Our study creates the grounds for future research of this topic, since the relation between culture
& consumption is complex in nature and it deserves to be substantiated empirically. Therefore, for
future research, we propose to apply more advanced methodology for statistical analysis, such as the
structural equation modelling that will allow assessing not only the correlation but also the causation
between various variables.
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ABSTRACT

The article presents and analyses the entrepreneurial ecosystem in the Republic of Moldova, as a
solution for an integrated approach to the problems of entrepreneurs. Entrepreneurial ecosystems represent
a set of interdependent actors and coordinated factors so as to increase the productivity of SMEs. The paper
includes: (I) investigating the literature on entrepreneurial ecosystems; (II) analysis of the role of public
policies in creating and supporting entrepreneurial ecosystems; (Ill) finalizing the components of the
entrepreneurial ecosystem in the Republic of Moldova and performing their evaluation through the prism of
international rankings. The aim of this research is to elucidate the role of entrepreneurial policies with a
holistic approach to the creation of the entrepreneurial ecosystem. The key challenge for the authorities is to
identify the pillars that contribute to the development of an ecosystem. However, the existence of a large
number of entrepreneurial support programs and projects does not necessarily lead to a qualitative increase
in the number of enterprises. The results of the research showed that the authorities promote policies to
support the business environment with a fragmented approach and an emphasis on increasing quantitative
indicators. At the same time, the analysis of the components of the entrepreneurial ecosystem in the Republic
of Moldova, through international rankings, indicates the deterioration of the business environment
conditions. The research methodology is based on the analysis of policy documents on SME support and data
provided by reports of international organizations (World Bank, World Economic Forum, Organization for
Economic Cooperation and Development, etc.).

Keywords: entrepreneurial ecosystem, public policies, international ranking, analysis.

Articolul prezintd si analizeazd ecosistemul antreprenorial din Republica Moldova, drept solutie pentru
o abordare integratd a problemelor antreprenorilor. Ecosistemele antreprenoriale reprezintd un set de actori
interdependenti si factori coordonati astfel incdt sd sporeascd productivitatea intreprinderilor mici si mijlocii
intr-un anumit teritoriu. Lucrarea include: (I) investigarea literaturii de specialitate privind ecosistemele
antreprenoriale; (11) analiza rolului politicilor publice in crearea si sustinerea ecosistemelor antreprenoriale;
(111) definitivarea componentelor ecosistemului antreprenorial din Republica Moldova si efectuarea evaludrii
acestora prin prisma clasamentelor internationale. Scopul prezentei cercetdri este de a elucida rolul politicilor
antreprenoriale cu abordare holisticd la crearea ecosistemului antreprenorial din Republica Moldova.
Provocarea cheie pentru autoritdti care incearcd sa abordeze politicile privind ecosistemele antreprenoriale
rezidd in identificarea pdrghiilor, pilonilor care contribuie la dezvoltarea unui ecosistem si directionarea
eforturilor intru crearea / consolidarea acestora. Or, existenta unui numdr mare de programe $i proiecte de
suport antreprenorial nu neapdrat duc la cresterea calitativd a numdrului de intreprinderi dintr-o zond
geograficd. Rezultatele cercetdrii au ardtat cd autoritdtile promoveazd politici de sustinere a mediului de
afaceri cu abordare fragmentard si accent pe cresterea indicatorilor cantitativi. Totodatd, analiza
componentelor ecosistemului antreprenorial din Republica Moldova, prin prisma clasamentelor
internationale, indicd deteriorarea conditiilor mediului de afaceri si implicit existenta unui sir de impedimente
cu care se confruntd antreprenorii. Metodologia cercetdrii se bazeazd pe analiza documentelor de politici
privind sustinerea IMM-urilor si a datelor oferite de rapoartele organizatiilor internationale (Banca Mondiald,
Forumul Economic Mondial, Organizatia pentru Cooperare si Dezvoltare Economicd, etc.), privind nivelul de
dezvoltare economicd a tdrii, mediului de afaceri, capitalului uman etc.

Cuvinte-cheie: ecosistem antreprenorial, politici publice, clasamente internationale, analizd.
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B cmamvwe npedcmaessiena u npoaHa1u3uposaHa npednpuHuMamenbckas skocucmema 8 Pecnybauke
Mosadoea, kak peweHue 049 KOMNniAekcHozo nodxoda K  npobaemam — npednpuHumamesell.
[IpednpuHumamebckue IKOCUCMEMbl — COBOKYNHOCMb 83AUMO3ABUCUMbIX CYOBEKMOB U KOOPOUHUPOBAHHBIX
¢pakmopos, Hanpas/seHHbIX HA NOBbIWEHUE NPOU3BOOUMENALHOCMU MAAbIX U CPeOHUX npednpusimull Ha
onpedeseHHoll meppumopuu. Paboma ekaouaem: (I) uccaedosaHue .sumepamypsl no npednpuHu-
Mmamenbckum skocucmemam; (II) aHaaus poau zocydapcmeeHHOU noaumuku 6 co3d0aHuu u nodoepicke
npednpuHumamensckux skocucmenm; (111) dopabomka KoMNOHEHMO8 NPedNPUHUMAME/LCKOU IKOCUCMEMDbI 8
Pecnybauke Mosidosa u 8binoiHeHuUe UX OYeHKU Yepe3 NpuaMy MexcoyHapoOdHbIX pelimuHzo8. l]eab daHHo20
Ucc/1e008aHUS — 8bIICHUMb PO/Ib NPEONPUHUMAMENLCKOU NOAUMUKU € YeA0CMHbIM N00X000M K CO30aHUI0
npednpuHumamebckoll skocucmembt 8 Pecnybauke Mosdosa. OcHosHas 3adaya enacmetl, Nblmaroujuxcs
peaau308ams nOAUMUKY NpeonpuHUMamenbckoli 3KoCuCmeMbl, cocmoum 8 mom, 4mobbsl onpedenums
KOMNOHEHMb, KOMopble Cnoco6cmaylom pa3eumuio 3K0CUCmeMbl, U HaNpasumby Ycuaust Ha UX yKpen/eHue.
Hanuvue 60/1bW020 Koauvecmea npozpamMm U Npoekmos nodoepicku npeodnpuHuUMamesnscmea He
06513ame/1bHO 8edem K Ka4eCmeeHHOMY y8eUdeHUI0 Ko audecmea npednpusimull 6 2eoepaguyeckom patioHe.
Pe3yabsmamol ucci1edosaHusi nokasas/u, 4mo 8/1acmu npoodsuzarm noAumuKy noddepicku des1080ll cpedvl ¢
¢pazmeHmapHbIM NOOX000M U AKYEHMOM HA y8eaudeHUe KOAUYeCmeeHHbIX nokazamesel. B mo jce epems,
aHaU3 KOMNOHEHMOo8 npeodnpuHUMamensckoll skocucmemwvl 8 Pecnybauke Mosadosa uepe3 npusmy
MexCAYHapoOHbIX pelimuH208 yKkasbleaem Ha yXyouleHue yca08utl 0es10801 cpedbl U KOCBEHHO HA Ha/uvue psda
npensimcmauti, c KOmopbIMU CMa/aKu8aromcs npednpuHumameu. Memodo.102us ucc1edo8aHusi 0CHO8AHA HA
aHau3e NpozpamMHsIx doKymeHmos no noddepaicke MCI u daHHbIX 0myemos MexcdyHapoOHbIX Op2aHuU3ayull
(BcemupHozo 6amka, BcemMupHo2o skoHoMU1eckozo gpopyma, Op2aHusayuu 3KOHOMUYECKO20 compydHuYecmaa
u pasgumusi u dp.) 06 Ypo8He 3KOHOMUYECKO20 pa3eumusi CMpaHbl, OKpyxcarowel cpedvl. 6U3HEC,
ues08eveckuli Kanumasn u op.

Kniouesvle cno8a: npednpuHumamensbckas —3IKocucmema, 20cy0apcmeeHHas  NOAUMUKG,
MeHOIYHApoOHble pelimuHaU, aHaAU3.

INTRODUCTION

There is a global recognition of the fact that the development of successful small and medium-
sized enterprises is one of the main prerequisites for the prosperity of local economies. Creating a
sustainable and competitive entrepreneurial ecosystem is at the heart of efforts to increase incomes
and well-being in regional economies. Despite the relative novelty of the entrepreneurial ecosystem
concept, it rapidly caught the attention of authorities, international organizations, business
environment and academia. A distinguished feature of the entrepreneurial ecosystem is the
environment in which the company/firm operates. However, the company's activity is directly and
undoubtedly influenced by external environmental factors, such as: access to finance and knowledge,
the market, authorities and the regulatory framework, support and consulting services, competitors,
culture, etc. The entrepreneurial ecosystem can be described as a generic context aimed at promoting
entrepreneurship in a region. Therefore, it consists of a horizontal network (customers and suppliers)
and a vertical network (competitors and partners). It also includes organizations that support
entrepreneurs: public or private financing agencies (banks, business angels, venture capital, etc.);
support infrastructure (business incubators, consultants, etc.); research organizations (research
centers, laboratories, etc.); and consortia of enterprises (active enterprises, associations and unions,
ecosystems, which also refers to the concept of sustainability, states that they are an interconnected
group by actors from a certain geographical area, committed to sustainable development by providing
a set of interconnected entrepreneurial actors (both potential and existing), entrepreneurial
organizations (firms, venture capitalists, business angels and banks), institutions (universities, public
sector agencies and financial institutions) and entrepreneurial processes (for example, business
growth rate, number of high-growth firms, etc.) that work together formally and informally to increase
isolated existence of actors is not enough to ensure a functioning ecosystem, as Stam argues,
entrepreneurial networks, leadership, finance services, talent, knowledge and support are at the heart
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of the ecosystem, but in addition to the presence of these elements, the interaction between them is

Although there is no unanimously accepted definition for the notion of entrepreneurial
ecosystem, the literature studied allows us to point out the following common features of this concept:

» A delineated geographical area;

» A set of elements/actors of the ecosystem;

» Interaction/collaboration between elements;

» Development, performance, economic rise.

Research on entrepreneurial ecosystems has evolved and there is relevant previous work on
clusters, industrial districts and innovation clusters. (Roundy, 2016) Most studies have focused on

mentioned research focused on the attributes of entrepreneurial ecosystems, focusing on different
components, how they interact and what aspects allow for the growth and development of ecosystems.
Most studies that address the subject analyze the evolution and process by which an ecosystem was
been criticized for focusing mainly on successful ecosystems in urban environments, but also for listing
the attributes of the ecosystem without considering the causality and stages through which ecosystems
certain attributes, some for example - show that universities are extremely important, while others
claim that they are less conclusive. The role of public policy in supporting and creating entrepreneurial
ecosystems is also unclear (Feld, 2012). The concept of entrepreneurial ecosystem has captured the
attention of the authorities largely due to the fact that it is associated with the increase in the number
of jobs and companies with high development potential (Mason and Brown, 2014).

The key challenge for authorities trying to address entrepreneurial ecosystem policies is to
identify the levers, pillars that contribute to the development of an ecosystem and direct efforts to
create/strengthen them. At the same time, it should be pointed out that the existence of a large number
of programs and projects to support entrepreneurship does not necessarily lead to a qualitative
increase in the number of enterprises in a geographical area. Respectively, the emphasis should be on
the conditions under which companies operate or on creating a business-friendly ecosystem. The aim
of this paper is to critically examine the role of public policies with a holistic approach in the formation
of entrepreneurial ecosystems in the Republic of Moldova.

LITERATURE REVIEW

Synthesizing theoretical approaches to the entrepreneurial ecosystem and the role of
government policy

The process of creating and developing the entrepreneurial ecosystem is a relatively new one, which
has, in a short time, gained the attention of governments, development agencies, researchers and academia.
Organizations and institutions such as: the World Bank, the World Economic Forum, Babson College or the
Organization for Economic Cooperation and Development, etc. approached the multilateral concept,
presenting definitions, components and tools for assessing the entrepreneurial ecosystem.

The concept of the entrepreneurial ecosystem encompasses the interconnection of social, political,
economic and cultural components, which contribute to the creation and growth of innovative companies
with major development potential. As originally defined by Dubini, ecosystems (or as she calls them,
environments) are characterized by the presence of family businesses and examples of success, diverse
economies, strong business infrastructure, access to finance, entrepreneurial culture and public policies that
stimulates the creation of added value (Dubini, 1989). What distinguishes the concept from other approaches
to economic policies is that the entrepreneurial ecosystem assigns the central role in creating the system to
the entrepreneur. The entrepreneur is the one who constantly faces impediments, seeks solutions, identifies
opportunities, he is the one who best perceives the environment in which he operates and its shortcomings.
This "privatization" of entrepreneurship policy diminishes the role of government compared to traditional
policy approaches - thus, the role of the state remains just as important, except that its prerogative becomes
the creation of conditions adapted to the needs of the ecosystem. (Feld, 2012)
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Along with the key role of entrepreneurs in ecosystem development, the latest research in the
field offers key components, the interaction between elements, access to the necessary resources, but
also the role of authorities in these systems. Feld offers nine attributes designed to create a thriving
entrepreneurial ecosystem: leadership, infrastructure, support networks and services, partnership
building events, government support, cooperation between large companies and SMEs with high
growth potential, financial resources (Table 1).

Table 1

Nine attributes of a successful start-up community »
Attribute

Leadership Strong group of entrepreneurs who are visible, accessible and committed
to the region becoming a great place to start and grow a company.
Intermediaries Many well-respected mentors and advisors giving back across all stages,

sectors, demographics and geographies as well as a solid presence of
effective, visible, well-integrated accelerators and incubators.

Network density Deep, well-connected community of start-ups and entrepreneurs along
with engaged and visible investors, advisors, mentors and supporters.
Optimally, these people and organizations cut across sectors,
demographics and culture engagement. Everyone must be willing to give
back to their community.

Government Strong government support for and understanding of start-ups to
economic growth. Additionally, supportive policies should be in place
covering economic development, tax and investment vehicles.

Talent Broad, deep talent pool for all levels of employees in all sectors and areas
of expertise. Universities are an excellent resource for start-up talent and
should be well connected to community.

Support Professional services (legal, accounting, real estate, insurance and
services consulting) are integrated, accessible, effective and appropriately priced.
Engagement Large number of events for entrepreneurs and community to connect, with

highly visible and authentic participants (e.g. meet-ups, pitch days, start-
up weekends, boot camps, hackathons and competitions).

Companies Large companies that are the anchor of a city should create specific
departments and programs to encourage cooperation with high-growth
start-ups.

Capital Strong, dense and supportive community of venture capitalists, angels,

seed investors and other forms of financing should be available, visible and
accessible across sectors, demographics and geography.

Source: Feld (2012, pp. 186-187).

The entrepreneurial ecosystem is a complex mechanism, as described by Feld (Table 1), which
includes the physical support infrastructure (clusters, business incubators, institutions, financiers,
large companies, universities, etc.); support services (consulting, partnerships, access to finance,
investors, meetings and communication, etc.); human resources (talents, successful entrepreneurs,
experts, etc.). The element that defines a start-up community is the realization of the connection,
interaction and a continuous connection between actors involved in the ecosystem. So, to have a
functioning entrepreneurial ecosystem it is not enough to have talented people, institutions and
support and consulting services, businesses and companies. It is imperative to ensure cooperation, to
catalyze the process of connection between stakeholders, so the process includes the creation of the
community, but also its growth.

Isenberg of Babson College has written a series of articles on the concept of the entrepreneurial
ecosystem. He argues that there is no exact formula for creating the ecosystem, but the authorities
must follow the following nine principles for creating it: 1. Do not try to imitate the Silicon Valley
model; 2. Create the ecosystem considering the conditions of the local environment; 3. Involve the
business environment from the start; 4. Identify new ways of financing; 5. Do not overload the clusters;
facilitate the organic/natural development of ecosystems, accept ambitious projects; 6. Favor
businesses with high development potential; 7. Involve entrepreneurs in decision-making within
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companies and institutions; 8. Continuously address cultural change; 9. Reform the legal, bureaucratic

Forum (Table 2).
Table 2
Entrepreneurial ecosystem pillars and their components

. pPllar _____________________________ Compoments _____________

Accessible markets Domestic market: large/medium/small companies as customers and
governments as customer.
Foreign market: large/medium/small companies as customers and
governments as customer.

Human capital/workforce Management talent, technical talent, entrepreneurial company experience,
outsourcing availability and access to immigrant workforce.

Funding & finance Friends and family, angel investors, private equity, venture capital and access
to debt.

Support systems/mentors Mentors/advisors, professional services, incubators/accelerators and
networks of entrepreneurial peers.

Government & regulatory Ease of starting a business, tax incentives, business-friendly

framework legislation/policies, access to basic infrastructure, access to
telecommunications/broadband and access to transport.

Education & training Available workforce with pre-university education, available workforce with
university education and those with entrepreneurship-specific training.

Major universities as Promoting a culture of respect for entrepreneurship, playing a key role in

catalysts idea-formation for new companies and playing a key role in providing
graduates to new companies.

Cultural support Tolerance for risk and failure, preference for self-employment, success
stories/role models, research culture, positive image of entrepreneurship
and celebration of innovation.

The pillars proposed by the World Economic Forum for a successful ecosystem focus on the
presence of key factors (resources), such as human capital, finance and services; formal (government
and regulatory framework) and informal (cultural support) institutions that allow entrepreneurs
access to internal and external markets. The model of the entrepreneurial ecosystem proposed by the
World Economic Forum emphasizes the creation of the entrepreneurial culture and the positive image
of the businessman, the promotion of talents, of qualified human resources. In addition to access to
finance, support from the authorities and the existence of accessible markets, there is a need to create
a culture that promotes entrepreneurial values.

DATA SOURCES AND USED METHODS

The research methodology is based on the critical analysis of public policy documents on SME
support and data provided by reports of international organizations (World Bank, World Economic
Forum, Organization for Economic Co-operation and Development, etc.) on the country’s level of
economic development, its business environment, human capital, etc.

THE RESULTS OF OWN RESEARCH AND DISCUSSIONS

Traits of the existing legal framework, oriented on the development and support of the
business environment in the Republic of Moldova.

Inspired by international research and international good practice, which confirms the
importance of entrepreneurial development for sustainable economic growth, the authorities
implement policies and programs to support the small and medium-sized enterprise (SME) sector.
So far, these policies are mainly aimed at increasing the number of enterprises and quantitative
indicators on their activity, being mainly aimed at providing support in the form of funding and
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training for narrowly selected segments of entrepreneurs, such as: emigrants, young people, women,
etc. (Table 3) The main authority empowered to implement projects and programs on SME
development is the Organization for the Development of the Small and Medium Enterprises Sector
(ODIMM). ODIMM is a public, non-commercial, non-profit institution created by Government
Decision no. 538 of May 17, 2007, which operates in coordination with the Ministry of Economy and
with other central and local authorities, business associations, business support providers and SMEs.
Table 3
~_ Projects almed ects aimed at the development of target groups of entrepreneurs
Emigrants "PARE 1 + 1" Program for attracting remittances in the economy
Youth “Start for Youth - a sustainable business at your home” National program

“Joint Opportunities in Business for Youth” (JOBS4Youth) Project

»Lead your way to business” Project
National program for youth economic empowerment (PNAET)

Women “Women in business” National pilot-program
“Business Academy for Women” (BAW) Project

Source: Developed by author

The development and support of the business environment in the Republic of Moldova is a
priority for the authorities, being stipulated in the National Development Strategy "Moldova 2020": 8
solutions for economic growth and poverty reduction; Strategy for the development of the small and
medium enterprises sector for the years 2012-2020; National strategy for attracting investments and
promoting exports for the years 2016-2020. These strategic documents address the evolution of the
business environment from a quantitative and less qualitative perspective, thus the successful
implementation of the Small and Medium Enterprise Sector Development Strategy for 2012-2020 (GD
of the Republic of Moldova on the approval of the Small Business Development Strategy and medium-
sized enterprises for the years 2012-2020 No. 685 of 13.09.2012), was to contribute to: increasing the
number of SMEs to 25 per 1000 inhabitants, increasing the number of employees in the sector,
increasing the sector's contribution to GDP and increasing the SME contribution in total exports.
“Traditional” government entrepreneurial policies as classified by Mason and Brown, address the
Many of the initiatives and programs of the Government of the Republic of Moldova are addressed to
rural businesses and economically disadvantaged areas. Business incubators were created, financing
programs, training and support for the rural environment were developed. However, these initiatives
have a low impact on regional economic development and do not help reduce regional disparities, the
largest share, over 65% of businesses are created and operate in Chisinau, generating over 70% of
sales revenues in the country and approx. 94% of the income tax on entrepreneurial activity.
Entrepreneurs do not create businesses because support and consulting services are available, rather
these services are requested as a result of the existence and activity of entrepreneurs. Although these
services are urgently needed, they are not enough to rapidly develop the economy of a region or

“Traditional” policies usually aim to increase the number of enterprises, but do not focus on the
quality or potential of these companies (Figure 1).

A different set of policies is needed than those aimed at setting up businesses in general. Simply
focusing policy efforts on increasing the number of new businesses has little effect, as very few
companies subsequently have the potential to develop and create added value. The financial resources
provided by the state through support programs are aimed at stimulating certain categories of
entrepreneurs, such as: young people, women, exporters, etc.; or to the development of certain sectors:
production, information technologies, agriculture, etc. This fragmented approach in developing
support policies and programs only partially meets the needs of entrepreneurs.
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epolicy objectives are to maximize qualitative indicators (performance,
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all sectors of the economy;
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category of enterprises;
stop-down policy making.

lvtop_

Figure 1. Types of entrepreneurial policy approach
Source: Developed by author.

At the same time, it is not clear whether the successful development of business in certain regions is
due to state-sponsored policies or other favorable environmental factors and what these factors are. What
is certain is the need to treat the business environment in the Republic of Moldova from a new perspective,
the introduction of a complex, comprehensive and integrated approach, which can be ensured by creating
an entrepreneurial ecosystem that meets the real needs and problems entrepreneurs face daily. This new
approach to business policy-making places little emphasis on maximizing quantitative indicators, giving
priority to business quality and viability by creating a system, an environment in which businesses thrive.
The objective of ecosystem policies, with a holistic approach, focuses on improving the environment in
which companies operate. This is a challenging goal, since it is not clear how the authorities can intervene
to create entrepreneurial ecosystems and how they can adapt the support provided to meet the diverse
needs of entrepreneurs.

Presentation of the entrepreneurial ecosystem in the Republic of Moldova based on the
analysis of international rankings.

The synthesis of the specialized literature offers us a vision on the approaches and elements
that form an entrepreneurial ecosystem. It should be noted that there is no universal approach, or
specific elements that can be applied to develop one ecosystem or another. Each region, country or
locality must create its own model and address the specific problems of entrepreneurs in that
geographical area.

Thus, following the analysis of the literature, we aimed to create a model of the entrepreneurial
ecosystem in the Republic of Moldova, adapted to the needs of local enterprises and in accordance with
the priorities of public policy documents in the entrepreneurial field (figure 2).
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Figure 1. Pillars of the entrepreneurial ecosystem in the Republic of Moldova
Source: Developed by author.

Six main pillars have been determined, which characterize and underlie the entrepreneurial
ecosystem in the Republic of Moldova. These components are: (1) the regulatory framework; (2) access
to finance; (3) support infrastructure; (4) human resources; (5) the market; (6) entrepreneurial culture.

Identifying the components of the ecosystem is a first step in quantifying a vision of the directions
in which measures should be taken for the efficiency and development of SMEs. The second stage of the
research aims to conduct an assessment of the current ecosystem in the Republic of Moldova, using the
method of analyzing the results of international rankings, conducted by organizations such as: World
Bank, World Economic Forum, Babson College or Organization for Economic Cooperation and
Development, etc. Following the evaluation, we will be able to determine the degree of development of
the ecosystem and elaborate a set of principles, which will be the basis for the elaboration of public
policies oriented towards the creation of the entrepreneurial ecosystem.

The central role in ensuring the functionality and viability of the entrepreneurial ecosystem
belongs to the authorities, through the elaboration and appropriate adjustment of the regulatory
framework. The state is the one that has the levers, mechanisms and tools able to majorly influence
entrepreneurial activity. Despite the efforts of the authorities, international rankings show us the modest
performance of entrepreneurial policies and programs. According to the “Doing Business” report,
conducted annually by the World Bank, the business environment in the Republic of Moldova in 2019
has worsened compared to 2018, decreasing by 3 positions in the ranking. The most significant
deterioration was recorded for the indicators: "management of building permits" and "execution of

Moldova's economic freedom score is 62.0 in the "Economic Freedom Index", making its economy
the 87th freestin 2020. Its overall score increased by 2.9 points compared to 2019, with improved scores
for government integrity and government spending. Moldova ranks 40th among the 45 countries in the
European region, and its overall score is well below the regional average and approximately equal to the
world average.

»The Global Innovation Index”, published by Cornell University, INSEAD (European Institute of
Business Administration) and WIPO (World Intellectual Property Organization), in partnership with other
organizations and institutions, provides detailed metrics on the performance of innovation in 126
countries. In 2019, compared to 2018, the Republic of Moldova registers a decrease of 10 positions in the
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The second component, access to finance, continues to be a major impediment for entrepreneurs
in the Republic of Moldova, including in surveys conducted among entrepreneurs in the country.
International rankings tell us about this unfortunate aspect that creates problems in the development
of the business environment. In the “Doing Business” report, the indicator on the ease of obtaining loans

The support infrastructure in the Republic of Moldova is gaining an increasing role in the
development of the entrepreneurial ecosystem. This priority is included in the Small and Medium
Enterprise Sector Development Strategy for 2012-2020, creating business incubators, innovative
incubators, business hubs, clusters and business support centers. Their role and mission is to inform,
train, facilitate access to finance, offer spaces at preferential prices, etc. Authorities are focusing on
creating support infrastructure in regions, especially in economically disadvantaged ones. The
problem is that there is a risk of these infrastructure objects not achieving their purpose if there is no
demand for the services they provide. The low demand is determined by various reasons: migration of
the population to urban areas; immigration; low level of trust in state institutions; lack of social,
economic and other perspectives; and so on. For these reasons, there is a need to address problems in
an integrated way and to offer complex solutions, which aim in particular at creating favorable
economic and social conditions for the population.

Staff is the only resource in a company that has the ability to increase its value over time, unlike
all other resources, which wear out if not physically, then morally. (Pavalachi, 2011) As in the case
personnel of an enterprise, the human capital of a country is its actual and real value. The Human
Development Index, developed by the United Nations Development Program, was created to emphasize
that people and their capabilities should be the key criteria for assessing a country's development, not
just quantitative growth. Within this ranking, the Republic of Moldova ranks 107th out of 189 countries
in 2019, aiming at achieving the key dimensions of human development: a long and healthy life,
education and income level. The Republic of Moldova has improved its position in the ranking, climbing
to the 107th place in 2019, compared to 2018, when it held the 112th place. (UNDP, 2020)

The social, economic and political context directly influences entrepreneurship, while social
values and personal characteristics have an indirect influence but are still no less important. Culture
and, specifically, social norms and positive attitudes towards entrepreneurship, have been recognized
occur by chance, it is cultivated, developed and promoted by academia, authorities, international
organizations and civil society. It is important to present entrepreneurial activity in a positive light, giving
it the appropriate status. At the same time, we need to encourage initiatives and identify the reasons for
starting a business, in order to meet the expectations of entrepreneurs.

The last pillar of the entrepreneurial ecosystem is the market. It is difficult to imagine the existence
of a competitive and developed economy without a functioning sales market and without healthy
connections with foreign sales markets. In this regard, too, there are shortcomings, which must be removed
in order for entrepreneurs to market their services and products at competitive prices on both the local
and international markets. The “Global Competitiveness” report indicates the low level of market

The components of the entrepreneurial ecosystem in the Republic of Moldova assessed in terms of
international rankings reflect a modest development and low efficiency of public instruments/policies
aimed at improving and developing small and medium enterprises. Authorities need to be aware that the
development of some regions and the stagnation of others have their origins in the level of development of
the ecosystem. The same support instruments, public policies and development programs applied in two
different regions create a different impact.

Therefore, public policies aimed at developing a functioning entrepreneurial ecosystem must be

1. Each ecosystem needs a different approach, adapted to the needs of local businesses. There is no
universal model of entrepreneurial ecosystems.

2. The entrepreneurial ecosystem should result from economic areas, which are already successful.
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Which means stimulating industries with proven capabilities and viability over time, that create added
value, innovation and smart specialization;

3. The development of public policies aimed at the growth and development of the entrepreneurial
ecosystem will ensure the combination of "bottom-up" and "top-down" principles;

4. Government initiatives need to have an integrated approach, as isolated support for specific
groups of entrepreneurs tends to be ineffective in the long run. Encouraging more people to create start-
ups is likely to have a low impact, if many of them are registered in areas with low economic growth, such
as most rural areas in the Republic of Moldova. The introduction of entrepreneurship education will be
ineffective if graduates move to more favorable business environments, usually migrating or roaming to
urban areas. Each component of the entrepreneurial ecosystem is equally important, therefore if one of
them is missing or not addressed properly, the development of the ecosystem will be negatively influenced.
Consequently, the implementation of entrepreneurial policy must be holistic;

5. The approach to public policies must be constantly evolving and adapting, as entrepreneurial
ecosystems are naturally complex, dynamic and must grow, develop organically, and their evolution cannot
be accelerated by direct intervention. Therefore, the forms of state support will be in line with the level of
maturity of the ecosystem. For example, at the emergent stage of the ecosystem, the emphasis can be on
supporting business start-ups, but as the ecosystem matures, the needs of companies change, with support
services needed to develop processes, train and improve human resources, support internationalization.
and access to financial resources;

6. It is important to recognize the distinction between SMEs and entrepreneurial policies. SME
development policies have a selective and fragmented approach, focusing on increasing the number of
start-ups. Entrepreneurial policy, on the other hand, focuses on supporting businesses with high
growth potential, i.e. on increasing qualitative indicators;

Practical recommendations for adjusting the entrepreneurial policy in the Republic of Moldova

The Republic of Moldova is making modest progress in developing a sustainable and inclusive
entrepreneurial ecosystem. As a result, the authorities must continue their efforts to create an environment
in which the number of companies can grow, but above all to focus on companies with accelerated growth
potential, in order to increase their quality as well. As mentioned above, it is necessary to approach
entrepreneurial policies holistically and to target those elements of the ecosystem, which reflect a marked
deterioration. The analysis based on the international rankings of the national business ecosystem shows
shortcomings in the following chapters, to which we propose a set of recommendations:

L Increasing access to finance

» Adoption of the draft law regulating risk capital, which has been inactive since 2015;

» Increasing the access to financing of enterprises with increased potential for growth and
internationalization, disregarding the field of activity;

» Stimulating the use by the financing institutions of the guarantees offered by the Credit Guarantee
Fund and implicitly reducing the burden for entrepreneurs on the need to pledge their own assets.

1. Promoting the development of entrepreneurial culture

» Inclusion of the European Competence Framework in the field of entrepreneurship in the
2019-2020 curricular reform plans;

» Promoting the examples of success and talents, as well as the positive profile of the
entrepreneur in society;

» Approaching the option to become an entrepreneur for students of all higher education
institutions in the Republic of Moldova.

lIl. Development of business environment support infrastructure at national level

» Currently the public organization responsible for the implementation of programs and
projects in the field of entrepreneurial development is the Organization for the Development of Small
and Medium Enterprises (ODIMM), based in Chisinau. We recommend opening an ODIMM branch in
the north and south of the country in order to more easily and efficiently meet the needs of
entrepreneurs in those areas and create entrepreneurial ecosystems in areas.

» Continuing to support development: clusters, business hubs, business incubators and co-
working spaces.
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CONCLUSIONS

The creation and development of the entrepreneurial ecosystem in the Republic of Moldova is
not an easy task, given that the assessment of ecosystem components shows a deterioration of business
conditions and the existence of various problems: limited access to finance, population emigration,
small market, accentuated regional disparity, etc. The authorities, with the support of external
development partners, are making continuous efforts to improve the conditions of the business
environment and stimulate the creation of as many enterprises as possible throughout the country.
Despite these efforts, for the most part, over 65% of businesses are created and operate in Chisinau,
which shows that businesses are created and operate successfully not due to state support. Beyond
support, there are other stimulating and motivating conditions that determine people to start a
business, and these conditions are determined by the presence of the entrepreneurial ecosystem. The
existence of functional elements of the ecosystem that stimulate and encourage companies to operate.
The entrepreneurial ecosystem approach introduces a new vision, the role of the external business
environment being very important and of a major influence on the business activity.

The aim of this research is to elucidate the role of entrepreneurial policies with a holistic
approach to the creation of the entrepreneurial ecosystem. Public policies need to be reoriented from
quantitative growth of enterprises to qualitative growth. SMEs with high growth potential are the ones
that create: innovations, added value, but also competitive products / services on the national and
international market. The integrated approach to entrepreneurial policies especially encourages
companies with high growth potential. They do not distinguish between types of business, being
supported by companies from all sectors of the economy. The support provided focuses on connecting
entrepreneurs with institutions and organizations that will directly contribute to their growth and
development. The approach to entrepreneurial policies must be holistic, but not focused on business
categories or narrow segments of entrepreneurs. The overall aim of the policies will be to ensure a
fertile environment and facilitate the connection between SMEs and other components of the
entrepreneurial ecosystem, in order to facilitate innovation, access to information and financing.
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ABSTRACT

In conditions of uncertainty, an enterprise should have a rational basis for making decisions, which
would enable the comparison of different alternatives and the choice of the most suitable action for achieving
its objectives. Some researchers consider that uncertainty is generated either by insufficient knowledge about
the nature of phenomena and processes or by the lack of information about these phenomena and processes.
The author considers that these interpretations need to be completed by clarifying the motives which cause
uncertainty. The following types of environment can be distinguished which could be considered as sources of
uncertainty: socio-economic; scientific and technical; political and juridical; the sales partners’ environment;
the environment of the seller; the competitors’ environment; the consumers’ environment; the investments
environment. The aim of the present paper is to determine the degree of influence (markedness) of each type
of uncertainty upon the decisions made while selecting the operational strategy by the industrial enterprise.
The research has been carried out at 29 enterprises from different industrial fields from Romania:
metallurgical industry, production of basic pharmaceuticals and pharmaceutical preparations, construction
materials industry, food-processing industry, manufacture of chemical substances and products. The
management teams of those companies have taken part in the survey. The research is based on the data
processing and analysis obtained from 256 questionnaires. The survey carried out within the industrial
enterprises has shown that the uncertainty from the consumption environment has the biggest impact upon
the operational decisions of the companies. The uncertainty from the internal, political, juridical, scientific and
technical environment is being analyzed to a lesser extent. The lowest domain of uncertainty is characteristic
for the chemical industry and the highest for the industry of manufacture of basic pharmaceuticals and
pharmaceutical preparations.

Key words: uncertainty, decision making, operational strateqy, information, fuzzy variable

In conditii de incertitudine, o intreprindere trebuie sd aibd o bazd rationald pentru luarea deciziilor,
care sd permitd compararea diferitor alternative si alegerea celei mai potrivite actiuni pentru atingerea
obiectivelor sale. Unii savanti considerd cd incertitudinea este generatd fie de cunoasterea insuficientd a
naturii fenomenelor si proceselor, fie de lipsa de informatii despre aceste fenomene si procese. Autorul
considerd ca aceste interpretdri au nevoie de completare, concretizdnd cauzele care genereazd incertitudinea.
Se disting urmdtoarele tipuri de medii, care pot fi considerate surse de incertitudine: socio-economic; stiintific
si tehnic; politic si juridic; mediul partenerilor de vanzdri; mediul vanzdtorului; mediul concurentilor; mediul
consumatorilor; mediului investitional. Scopul acestei lucrdri este de a determina gradul de influentd
(evidentd) al fiecdrui tip de incertitudine asupra deciziilor luate la selectarea strategiei operationale de cdtre
intreprindere industriald. Cercetarea a fost realizatd in 29 de intreprinderi din diferite ramuri industriale din
Romania: industria metalurgicd, fabricarea produselor farmaceutice de bazd si a preparatelor farmaceutice,
industria materialelor de constructie, industria alimentard, fabricarea substantelor si a produselor chimice. In
sondaj au participat echipe managerile ale acestor companii. Studiul se bazeazd pe procesarea si analiza
datelor obtinute din 256 de chestinare. Sondajul realizat in cadrul intreprinderilor industriale a ardtat cd cel
mai mare impact asupra deciziilor operationale ale companiilor il are incertitudinea generatd in mediul de
consum. Intr-o mai micd mdsurd, se analizeazd incertitudinea mediului intern, politic, juridic, stiintific si
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tehnic. Cel mai mic domeniu de incertitudine este caracteristic industriei chimice si cel mai mare pentru
industria de fabricarea produselor farmaceutice de bazd si a preparatelor farmaceutice.
Cuvinte-cheie: incertitudine, luarea deciziilor, strategia operationald, informatii, variabile fuzzy

B ycaosusx HeonpedeseHHocmu y npednpusimusi J0AX%CHA O6biMb payUOHA/IbHAS OCHO8A 045
npuHsMUs peweHull, N0380As1H0Wdsl CPABHUBAMb PA3IUYHbIE AAbMEPHAMUBHI U 8bIOUPAMb HAUGO.1e€e
nodxodsauwue deticmeus 04151 docmudiceHusl c8oux yeJiell. Hekomopule ucciaedogamenu cuumarm, ymo
HeonpedesieHHOCMb nopoxcddemcsi AU60 HedOCMAMOYHLIMU 3HAHUSAMU O npupode s8JeHull u
npoyeccos, 1U60 HedoCcMamKoM UHPOpMayuu 06 3mux 8/AeHUSIX U npoyeccax. Aemop cuumaem, 4ymo
amu uHmepnpemayuu Heob6xodumo  JONOJIHUMbL  GblICHEHUEM MOMUBOB,  Bbl3bl8ANUWUX
HeonpedeseHHOCMb, MoJcHO ebidesumb caedyroujue munsl okpyxcarujel cpedvl, Komopbie MONCHO
paccmampueams KAk UCMOYHUKU HeonpedesqeHHOCMU: COYUA/IbHO-IKOHOMUYECKAS;, HAY4HO-
MmexHUYecKasl; noaumuveckas u ropuduveckas cpedda, cpeda mopzo8biX NAPMHEPOS8; OKpYlceHUe
npodasya; oKpysceHue KOHKYpPeHmos; OKpyxcaroujas cpeda nompebumeiell; UHBeCMUYUOHHAS cpeda.
Lleawbro danHoU cmambu s18/15emcs onpedesieHue cmeneHu 8AUSIHUS (8bIpaXdceHHOCMU) Kaxcdo2o muna
Heonpede/leHHOCMU HA peuweHus, NpuHuMdeMmvle Npu 8bl6Ope Npou3eodcmeeHHOlU cmpameauu
NpoMblWAeHHbIM npednpusimuem. HccaedogaHust npo8oduaucs Ha 29 npednpusmusiX U3 pa3/AuvHbIX
obs1acmetl npomblulieHHOCMU PyMbiHUU: Mema/aaypeu4eckol npoMblulieHHOCMU, Npou3eodcmeo
OCHOBHbIX (hapmayesmuuecKkux npenapamoe u gapmayesmuyveckux hpenapamos, npou3eodcmaso
CMpouUMeAbHbIX Mamepua108, NUWeaoli NPoMblu/AeHHOCMU, NPOU3800CMBO XUMUYECKUX 8eWecms U
npodykmoa. B onpoce npuHsiiu yyacmue pykogodumeau smux komhauuil. HccaedogaHue 0CHOBAHO HA
obpabomke u aHause daHHbIX 256 aHkem. Onpoc, npo8edeHHbIU HA NPOMbIW/IEHHbBIX NPednpUIMUsX,
nokasas, umo Haubo/avuiee B/USHUE HA ONepayuoHHble peuwleHUsl KOMNAHUll O0Kasbieaem
Heonpede/qeHHOCMb CO CMOpPOHbI  cpedbl nompebaeHus. HeonpedeseHHocmb 8HympeHHel,
noaumu4eckotl, opudu4eckoll, HaQy4HO-mexHu4eckoll cpedbl AHAIU3UPYeMCsl 8 MeHbUel cmeneHu.
Camas Hu3kasi 061acmb HeohpedesieHHOCMU XApaKmepHa 051 XUMU4eckol npoMblulieHHOCmU, a
camasi 8vIiCOKAs - 0/51 ompdcau hpou3godcmeda OCHOBHbLIX apmayesmuveckux npenapamos u
dapmayesemuieckux npenapamoas.

Kawueegsle cnoe8a: HeonpedeseHHOCMb, npuHsmMue peuwleHull, onepayuoHHAsi cmpamezus,
uHgopmayus, Heuemkast nepemMeHHas

INTRODUCTION

The changes that are taking place in the domestic and international environment related to
the orientation of economy towards modernization and developing innovations, increase of
uncertainty for the market processes, modification of the business relations and interpenetration
of economies, generate different problems in the management of operation activities of the
industrial enterprises. Thus, the industrial enterprises represent complex diffused systems, whose
efficiency relies essentially on the quality of management of the operational system. One of the
most important conditions for the prosperity of the Romanian economy constitutes the high
efficiency of the production processes which involves the rational utilization of resources,
improvement of operational processes, strategic planning of the operational activity taking into
account the factors of uncertainty, improvement of quality and product competitiveness. The
technological and productive development is often overshadowed by the new scientific tendencies,
but namely the operational activity constitutes the basis without which it is impossible to
rationalize and build an efficient economic structure.

Modifications of the socio-economic life related to modernization and technocracy, which
have started in the second half of the XX century, have undoubtedly had an impact upon the
production relations. Managerial decisions are being taken in every economic system, including
the industrial one. The new circumstances for making decisions which constantly appear, lead to
the emergence of several alternatives for development and significantly complicate the
development of the operational strategy.

The uncertainty and risk could be regarded as interdisciplinary phenomena. At the same
time, the uncertainty and risk, as a rule, are taken into consideration in the context of analysis of
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the decision making processes. In conditions of uncertainty and risk, an enterprise should have a
rational basis for making decisions, which would enable comparing different alternatives and
choosing the most suitable action in order to achieve its objectives.

The impossibility of performing an accurate forecast of events characterizes most of the
strategic problems of the enterprise, especially, according to some authors, the uncertainty in the
modern world becomes increasingly differentiated and its range becomes broader.

THE DEGREE OF THE TOPIC’S SCIENTIFIC RESEARCH IN SCIENTIFIC LITERATURE

Reflections regarding uncertainty persist among the economists from different eras. Thus,
J.M. Keynes operates with the term ,uncertainty”, describing the probability of how much a family
would spend or save, or what interest would some investments bring in fixed assets (Keynes et al,,
2009). He distinguishes in the uncertain knowledge what is veridical known and what is possible.
[t is important the fact that ].M. Keynes highlighted the subjectivity of planning the probability of
emergence for some events in the future, based on the patterns discovered in the past. In other
words, planning the degree of uncertainty is difficult.

According to the explanatory dictionary of the Romanian language, the concept of
suncertainty” means a doubtful, unsure, unexplored thing [3]. According to linguists, the interest
towards the phenomenon of uncertainty is due to the fact that this is one of the basic principles of
human logic. The uncertainty in philosophical papers is regarded as a subjective and objective
characteristic of a human being. From the subjective point of view, the uncertainty is an attribute
not of a situation, but of a subject who takes decisions. However, from a more general perspective,
the uncertainty is independent having an objective character in relation to the business, economy
and society altogether.

In the dictionary of economic terms, uncertainty is treated as a lack of information, a total
or partial absence of information, ignorance. In general, the economic interpretation of uncertainty
does not contradict the linguistic and social language. At the same time, it would be necessary to
have a thorough analysis of opinions of this phenomenon in business.

George Cristian Maior pointed out that uncertainty in the socio-economic field is a social
form of movement of matter, which includes at the genetic level, forms of organization which are
characterized by a high degree of variability and uncertainty. As we can see, he suggested that the
tendency of growth for the instability is conditioned by the role of the subjective factor - the
presence of crises or a transition period. Nevertheless, it would be more correct to identify an
objective representation of uncertainty.

For instance, Jonathan Fields notices the fact that the degree of development is an inherent
phenomenon of the internal movement in order to overcome the conflict (uncertainty) at a new
order (Fields, 2012, p.21). Thus, it is obvious that the uncertainty is an objective attribute existent
in any functional socio-economic system. Regarding the uncertainty in the socio-economic
environment, we could add the opinion of the researcher Zamfir Catalin, who mentions that the
peculiar nature of the uncertainty of the social processes is determined by the subjective factor to
the causal multilateral and multifactorial relations, the main statistics, the uncertainty of many
social laws and regularities and consequently, in the social field the distinction between certainty
and uncertainty is more conditioned and more relative than in the study of the natural phenomena
(Zamfir, 2005, p.32). Moreover, in the analyzed definitions, the informational aspect prevails for
the preconditions of uncertainty. This fact is confirmed by the interpretation of Ms. Doltu
Theodora, for whom the uncertainty represents a situation in which the information about the
probable future events are completely or partially absent, a situation which cannot be evaluated
(Doltu, 2006, p.15).

As mentioned above, the phenomenon of uncertainty has been extensively studied in the
economic theory and represents a separate orientation for research. Uncertainty is an important
factor in the economic relations, which dictates the need to use different methods of prognosis and
reduction of risk degree. Risks systematization enables developing the necessary management
tools. Many of the classifications are excessively detailed, in our opinion, while it is extremely
important to take into consideration only those risks which lead to the loss of the planned

June No. 1/2021



. Theoretical andscientificaljournal

revenues. It must be taken into account that the uncertainty increases exponentially, in proportion
with the elimination of the assumed time event. Consequently, the selection of an operational
strategy related to a lengthy period of time requires a more thorough examination of the
uncertainty factor.

Under the influence of the dynamic transformations which have taken place in the post-industrial
economy, the uncertainty of the external environment has also modified, while the independent and
discreet changes which are not interconnected began to transform into systemic ones. Thus, in a
continuous flow some economic constraints occur, respectively the reduction of costs, optimization of
consumption, increase of the degree of complexity of products, new technologies, globalization,
communication, increase of the volume of sales, opening of new emerging markets, absence of specialized
work force, which have contributed so that the industrial environment would react and search for
solutions in order to solve the above mentioned problems. Every new transformation leads to the change
of the remaining components of the economic relations. As Khana R.B. remarked, the average duration
of the life cycle of goods has decreased in comparison with the middle of the 20t century, from three to
four decades down to three to five years.

SOURCES FOR THE USED DATA AND METHODS

The following methods were applied in our research: the analytical method, comparison,
deduction, induction; experimental methods: questionnaires, discussion, observation, quantitative
and qualitative interpretation of experimental results.

The research was carried out in Romania, Bucharest region and Constanta county in the
December 2018 - April 2019 period. 29 manufacturing enterprises have been researched within
the following industries:

Metallurgical industry: LAROMET SA, GRANTMETAL SA, FINE METAL SRL, STEEL
INTERNATIONAL CENTER SRL, DOOSAN IMGB SA;

Production of basic pharmaceuticals and pharmaceutical preparations: SC HOFIGAL EXPORT-
IMPORT SA ANTIBIOTICE SA TIS FARMACEUTIC SA, LABORMED ALVOGEN SA, CRIDA PHARM
SRL, MAGISTRA C&C SRL;

Construction materials industry: WIENERBERGER SISTEME DE CARAMIZI SRL, DALCOR SRL,
LAFARGE CIMENT (ROMANIA) SA, OMCO SRL, C & B GLASS SOLUTIONS SRL, SOCERAM SA, FERCO
CAPITAL SA;

Food-processing industry: STAR FOODS E.M. SRL, PROD COM MARCO T.16 SRL, INTERSNACK
ROMANIA SRL, ELIDOR SRL, PLAFAR SA, TIP TOP FOOD INDUSTRY SRL;

Manufacture of chemical substances and products: CHIMTITAN SRL, INTERSTAR CHIM SA, A & G
PRODEXIM SRL,VOLA COLOR PROD SRL, SANTO RAPHAEL SRL.

5-10 questionnaires had been distributed within each enterprise for their managerial team.
256 questionnaires had been processed overall. Every manager had evaluated through the
questionnaire the degree of influence of uncertainty, which appears in one of the following
environments: social-economic, scientific-technical, political-juridical, distribution partners, the
suppliers’ environment, the medium of competitors, consumers, internal and investment
environment. The evaluation was carried out on a scale of 10 points: 1 point - a weak influence, 10
points - a strong influence.

THE RESULTS OF OUR RESEARCH AND DISCUSSION

In order to identify the main sources of uncertainty through the perspective of the business
environment, we have analyzed the existent opinions regarding their nature. Some researchers such as
(McConnell, 2016), "From its origins in Newtonian physics, potential theory has developed into a major
field of mathematical research. This book provides a comprehensive treatment of classical potential theory:
it covers harmonic and subharmonic functions, maximum principles, polynomial expansions, Green
functions, potentials and capacity, the Dirichlet problem and boundary integral representations. The first
six chapters deal concretely with the basic theory, and include exercises. The final three chapters are more
advanced and treat topological ideas specifically created for potential theory, such as the fine topology, the
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Martin boundary and minimal thinness. The presentation is largely self-contained and is accessible to
graduate students, the only prerequisites being a reasonable grounding in analysis and several variables
calculus, and a first course in measure theory. The book will prove an essential reference to all those with
uncertainty is generated either by the insufficient knowledge of the nature of phenomena and processes,
or by the lack of information about these phenomena and processes. The author believes that these
interpretations need to be completed, by clarifying the causes which generate uncertainty. In this context,
the following types of environment can be distinguished, that could be considered sources of uncertainty:

- socio-economic environment, in which the macro-factors of uncertainty are likely to manifest,
dictating a certain development of the markets and regions, in which the enterprise is carrying out
economic activities (macroeconomic indicators dynamic, legislative amendments, political
transformations);

- scientific and technical environment, revolutionary modifications which could lead to significant
operational changes at the level of the enterprise;

- political and juridical environment, which is the source of the legislative acts that dictate the political
conditions for business management and regulations in force;

- environment of the distribution partners, conditioned by the activities of partners of the enterprise,
the economic activity, financial situation, all of which have a direct impact upon their capacity to meet their
obligations.

- environment of the supply partners, which reflects the future moves of the suppliers, including those
that are expressed in the modification of the supply terms;

- competitive environment, including the change of the competitors’ degree of influence and behavior

- consumers’ environment, on which relies the state, dimension, dynamic and stability of the demand;

- internal environment, which could be considered as a source of conflict that leads to disturbances;
the team work which increases the efficiency of the system in which the human and technical factors are
closely intertwined and could produce some unforeseen results expressed in the level of product quality.
The degree of awareness regarding the state of all these environments relies on the organization of work
within the enterprise.

A study of the industrial enterprises management was carried out within the framework of this
research. This study was undertaken in order to determine the degree of influence (markedness) of each
type of uncertainty upon the decisions made when an operational strategy is being selected. The general
evaluation through the calculation of the average of the indicated points by the representatives of all the
interviewed enterprises is presented in Figure 1.
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Figure 1. Evaluation of the influence of different types of uncertainty upon the decision
making process regarding the operational strategy for the industry
Source: Elaborated by the author

As it can be noticed, the biggest impact upon the operational decisions of an enterprise are caused by
the uncertainties generated by the consumers’ environment.
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At the same time, the uncertainty of the internal, political, juridical, scientific and technical
environment are being analyzed to a lesser extent. In other words, it could be asserted that the
entrepreneurs’ trust in the stability the organizational staff, managerial, technological stability
and other components of their enterprise’s activities, could conceal certain ,traps” of
inefficiency.

The generalized evaluation of the impact of different types of uncertainties upon the
decision making process regarding the operational strategy for the metallurgical industry is
shown in Figure 2.
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Figure 2. The impact of different types of uncertainties upon the decision making
process regarding the operational strategy for the metallurgical industry
Source: Elaborated by the author

The data from Figure 2 show us that for the metallurgical industry the biggest impact upon
the decision making process related to the operational strategy belongs to the consumers and
competitors’ environment.

The generalized evaluation of the influence of different types of uncertainties upon the
decision making process related to the operational strategy for the production of basic
pharmaceuticals and pharmaceutical preparations is shown in Figure 3. Here we can notice that
the environment of consumers, competitional and the environment of the suppliers exercise a
major influence upon these industries.
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Figure 3. The influence of different types of uncertainty upon the decision making process
related to the operational strategy for the industry of the production of basic pharmaceuticals and
pharmaceutical preparations
Source: Elaborated by the author
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A general evaluation of the impact of different types of uncertainty upon the decision making process
regarding the operational strategy for the construction materials industry is shown in Figure 4. The industry

of construction materials is influenced in its operational activity mostly by the factors of the socio-economic
environment, by competitors and suppliers.
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Figure 4. The impact of different types of uncertainty upon the decision making process

regarding the operational strategy for the industry of construction materials
Source: Elaborated by the author

The generalized evaluation of the influence of different types of uncertainty upon the decision making
process regarding the operational strategy for the food-processing industry is presented in Figure 5.
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Figure 5. The influence of different types of uncertainty upon the decision making process

regarding the operational strategy for the food-processing industry
Source: Elaborated by the author

We can notice in Figure 5 that the decision making process regarding the operational activity of the
food-processing enterprises is influenced by the consumers’ environment, environment of the competitors,
environment of the supply partners and socio-economic environment.

A generalized evaluation of the impact of different types of uncertainty upon the decision making
process regarding the operational strategy for the industry of chemical substances and products is provided
in Figure 6, where we could readily notice that for this industry the internal environment, environment of
consumers, competitors, environment of suppliers and the one of distribution partners matters the most.
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Figure 6. The impact of different types of uncertainty upon the decision making process
regarding the operational strategy for the industry of chemical substances and products
Source: Elaborated by the author

It can be noticed that the smaller the surface of the figure in the diagram is the less enterprises from the
analyzed industry (Figures 1-6) feel the uncertainty in making the decisions regarding the operational strategy. It
seems that the smallest field of uncertainty is characteristic for the industry of chemical substances and products
and the largest - for the industry of the production of basic pharmaceuticals and pharmaceutical preparations.

Further on, we are going to proceed by introducing briefly the economic aspects of development for
the pharmaceutical industry, in order to find the considerable sources of uncertainty, which occur in an
environment of administrative decision making. Subsequently, we are going to proceed to the description
of uncertainty measurement method.

As we know in Romania, the industry of pharmaceuticals is one of the most profitable, holding a special place
in the Romanian economy:. In the medical field there is a need of more flexibility as much regarding the medical
programs, health ones, as more cooperation at the director plan carried out by the agents from tourism.

Atpresent, the pharmaceutical industry from Romania is sufficiently developed to face the challenges [1].In
the 2000s, the majority of pharmaceutical factories have entered the circuit of multinationals, which have not shut
them down, but on the contrary, competed in investing in technical refurbishment, development, export. However,
due to the lack of a national drug strategy for the period of 2010-2014, Romania has lost the production of 40%
from the production volume of drugs, a national institute in the field was closed, a private producer was closed and
not even a single portfolio investment was brought to Romania.

However, in 2015, the Government adopted the National Strategy for Competitiveness 2015-2020, where
the pharmaceutical industry represents a strategic direction for Romania. Despite the fact that at present there
are different fiscal barriers, problems of price calculation, regulation, economic diplomacy, legislative
desynchronization, which continue to affect the interest for development of the industry, according to the
statistical data in 2016 in Romania there were 158 officially registered manufacturers of drugs and
pharmaceutical preparations and over 6700 wholesalers and retailers. At present, drugs worth about 350
million euro are being exported. Therefore, the development of this industry should be systemic and it should
be designated as a strategic economic domain of national interest (Armitage & Gardiner, 2001).

The pharmaceutical industry from Romania is alow-risk sector (as the economic theory suggests), playing
arole in reducing the scale of the business cycle. This conclusion has been reached through dividing the economy
of Romania in three risk categories (high risk, average risk and low risk), depending on sensitivity of the activity
of an economic sector during a business cycle. On the other hand, the small contribution of pharmaceutical
industry to the total added value does not enable this leverage to generate major positive results. By creating
conditions for a strong development of the pharmaceutical industry from Romania would also support the
shock-absorbers with counter-cyclical effect of the economy overall.

In modern economy, at the same time with the increase of the information flow, there is an objective need
for continuous growth of employees’ skills, an increase of the number of modernization projects, which would
reduce the consumption of work force and materials, development of industrial marketing tools and increasing
the operational efficiency. The pharmaceutical industry needs flexibility like no other industry, which would
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make possible a rapid reconstruction. Nowadays, 15% from the trade deficit of Romania is caused by the
pharmaceutical industry, which imports annually drugs in an amount worth more than 8 billion lei, but manages
to export an amount worth less than 1 billion. And all this under the conditions in which the Romanian
pharmaceutical enterprises are paying duties and taxes to the Romanian state as much as are paying all the other
providers of services and goods who are activating in the health domain all taken together [71]. One of the main
opportunities for increasing the flexibility consists in a more complete utilization of modern computerized
technology. A positive evolution consists in attracting portfolio investments in the pharmaceutical industry from
Romania which would allow the concentration of financial resources to implement new developments taking
into consideration market requirements in optimal terms.

Further on we will proceed to describe the model of uncertainty assessment. The main result of the
evaluation is the value of damages that could occur within an enterprise in the case of exposure to diverse
factors. At the same time, this interpretation, as we can perceive it, does not completely reflect the essence of the
concept of “uncertainty”. As it has been mentioned above, the uncertainty is associated with a lack of
information, but the uncertain events could not only have a negative result, but a positive one, as well.
Proceeding so, we are supposing that the probability of a positive result and a negative one could be different.
There exist all the preconditions to divide the uncertainty into positive and negative. In order to attribute a
situation in which the operational strategy is being developed to one or another variant of uncertainty, it is
necessary to analyze all the possible consequences which could appear in the uncertainty environments and to
study the possible results and the probability of their emergence. At the same time, as a result we understand in
this case the degree of reaching the established objectives in the operational strategy.

Below we are going to present the stages of the evaluation methodology of uncertainty:

1. Finding out the situations of uncertainty in the environments of activity of the enterprise, which
appear during the implementation of the operational strategy.

2. Defining a group of experts for the evaluation of consequences from the occurrence of each group of risk

3. Evaluation of every situation of uncertainty from the point of view of consequences and the
probability of their occurrence. Assessing the risk degree of the operational strategy (the uncertainty of the
environment for its implementation) in our opinion, could be achieved with the help of the expert system
in the form of fuzzy variables,(Mora-Camino & Nunes Cosenza, 2018, Hammer et al,, 2016, p.87). This
methodology takes into consideration the damages and benefits which could result from the action of one
or another factor of uncertainty or risk. Every expert should present his opinion regarding the
consequences of the impact of a certain type of risk upon the enterprise in the form of a fuzzy number and
more specifically they should indicate:

1) lower limit of the interval (m;), in which the expected result of the risk (uncertainty) of the
operational activity would be localized;

2) upper limit of the interval (n;), in which the expected result of the risk of the operational activity
would be localized;

3) the most probable limit of the interval (pi), in which the expected result of the risk of the
operational activity would be localized;

4) upper most probable limit of the interval (q;), in which the expected result of the risk of the
operational activity would be localized;

5) the degree of trust in their evaluation (h;).

Moreover, every opinion of the experts could be represented as a fuzzy number A; = (m; n;; oi;5; hi)
where a; = pi- m;, i = ni- q; The total evaluation of the predictions made by the experts is determined
according to the formula (Mora-Camino & Nunes Cosenza, 2018, p.27):

( mi—Zai+a);(Zni+Zﬁi—ﬁ):ﬂ';ﬁ;h
A+ A+ As+ Ay +As+ Ag+ A7 =
(Zmi-Zafi +a);(2ni +Zﬁi —B);G;B;h
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where G Eai/hi' =i z 3i/hi, h = minfh;}

Za/ Zﬁ/h h = minfh;}

The result of the evaluation can be found out by calculating the arithmetic mean of experts’ judgement:
> M M | .
, where k is the number of experts who are participating in the survey.

4. The calculation of the mean value of the result (R) for all the types of risk (uncertainty) is possible
through the formula:
t
R=) kR

j=1
Where: h; - the degree of trust of the group of experts regarding the factor j of uncertainty; R; - the result
of the evaluation of the group of experts regarding the factor j of uncertainty; t - is the number of experts.

The result of the evaluation would enable determining the degree of effect / damages caused by the
appearance of the risk (uncertainty), which could be a preliminary measure for determining the need for
implementing an operational strategy.

The approval of this method is proposed to be implemented at the pharmaceutical enterprise SC HOFIGAL
EXPORT-IMPORT S.A, because as the analysis has shown, managers from the respective industry feel a significant
impact of uncertainty while making managerial decisions. For every of the environments above mentioned, the
uncertainty factors have been defined with the help of a questionnaire by the consultants of the enterprise (Table 1).

Table 1.
Defining the Uncertainty Factors

m Environment Negative uncertaintyfactors | Positive uncertainty factors |

Socio-economic 1.1. Increase in prices (inflation) 1.2. Reduction of the transport charges
environment

2 | Scientific-technical 2.1. Development of substitutable 2.2. Emergence of new energy saving
environment products technology

3 | Politico-juridical 3.1. Increase of fiscal pressure 3.2. Implementation of a new program
environment for drugs production

4 | Environment of the 4.1. Infringing the rhythm (schedule) | 4.2. Reduction of intermediary margins
business partners of selling

5 | Environment of 5.1. Inopportune delivery 5.2. Reduction of cost of stock
suppliers

6 | Environment of 6.1. Prices decrease and switching ofa | 6.2. Prices increase and customers
competitors part of customers to the competitors switch from competitors to the targeted

enterprise

7 | Consumers’ 7.1. Decrease of customers’ revenues | 7.2 Receiving subsidies for development
environment

8 | Internal environment | 8.1.Increase of the rate of wastage 8.2. Increasing labor productivity, due to

an improvement of team spirit

9 | Investments 9.1. Decrease of the amount of 9.2. Increase of investment

environment portfolio investments in the attractiveness of pharmaceutical
pharmaceutical enterprises enterprises

Source: Elaborated by the author

An example of calculation which uses the positive uncertainty factor no. 5.2 is presented below
(tables 2,3, 4)
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Table 2.
The results of surveying the group of experts regarding the uncertainty factor 5.2 -

Reduction of cost of stock (Positive uncertainty)

The interval in which the probable The most probable interval in
Expert effect to the action of the factor no. which the effect caused by the

The degree of

number 1, would be found out, thousands action of factor no. 1, would be uncertainty
RON found out, thousands RON

mi ni pi qi hi
1 255 300 275 280 0,9
2 500 600 510 580 1
3 1200 1500 1300 1400 0,8
4 750 900 800 900 0,95
5 620 650 630 640 0,9
6 800 1000 850 950 0,85
7 700 900 750 850 0,85
8 300 500 350 400 0,9
9 450 650 500 600 0,85
10 500 800 650 700 0,95

Source: Elaborated by the author

Respectively, if a situation of negative uncertainty occurs (for example, damage caused by the
stopping of the manufacturing process because of a delayed delivery of raw materials), then the results of
the evaluation would be negative.

Table 3.

Representing the experts’ in the form of fuzzy variables

\\_“\-__!

1

2 500 600 10 20 1

3 1200 1500 100 100 0,8
4 750 900 50 0 0,95
5 620 650 10 10 09
6 800 1000 50 50 0,85
7 700 900 50 50 0,85
8 300 500 50 100 09
9 450 650 50 50 0,85
10 500 800 150 100 0,95

Source: Elaborated by the author

The calculation for the factor No. 5.2. are made in table 4 below.

The Results of the calculation for the factor Nr. 5.2.

Table 4.

| Indicators __\-\-\-
Total evaluation 6024 7843 457
Mean result 602 784 0,8 49 46
The most probable interval of the result 651 739
The mean size of the result according to the factor No.5.2., thousands RON 695

Source: Elaborated by the author

After the presentation of all the processed data from the experts’ questionnaires, the total evaluation
of uncertainty could be calculated for the chosen operational strategy:
R=4235,2-3752,4=482,8 mii Ron
We point out that in general, uncertainty within which a decision of operational strategy is being
made, could be recognized as positive. This evaluation enables the comparison of several variants of
operational strategy from the point of view of expressing uncertainty.

June No. 1/2021



86 __  Theoretical andscientificaljournal

CONCLUSIONS

Summarizing the performed evaluation, we could assert that the uncertainty is a flexible characteristic,
while a more stable basis of the operational activity is the potential of manufacture of the enterprise.

The research of the category of “uncertainty” in relation with the “risk” category has demonstrated
the ambiguity of their interpretation and has revealed the necessity to distinguish between these
categories. We have come to the conclusion that uncertainty is a measurable value through the expert
method of evaluation and this one enables a favorable result, being mainly a characteristic of the external
environment, an objective phenomenon and a condition for the existence of the business. While risk is a
measurable value through empirical data, this implies an unfavorable result, being mainly a characteristic
of the internal environment representing a subjective phenomenon dictated by somebody’s wish.

Uncertainty in the modern business seems to be an important factor in the economic relations,
dictating the need to use different prognosis methods and reduction of the risk degree. The following types
of environment which could be considered sources of uncertainty could be distinguished: socio-economic;
scientific and technical; political and juridical, environment of sales partners, environment of the seller,
environment of competitors, environment of consumers and internal environment. As a result of
interviewing the management team, through the survey carried out within industrial enterprises, it has
been noted that the biggest impact upon the operational decisions of the companies is produced by the
uncertainty generated within the consumption environment. The uncertainty from the internal, political,
juridical, scientific and technical environment is analyzed to a lesser extent. The lowest degree of
uncertainty is characteristic for the chemical industry and the highest for the industry of basic
pharmaceuticals and pharmaceutical preparations.
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ABSTRACT

Young people are leaders of change in any society; therefore, studying their attitude towards
gender roles in the family is of particular interest in predicting changes in their behaviour and identifying
the policy measures needed to achieve sustainable progress in gender equality.

The study aimed to research the attitude of youth towards gender roles in the family to determine the
influence of the levels of education, gender and other characteristics on gender preferences in relations -
traditional or egalitarian. It is based on data from a sociological survey of youth in Chisinau, conducted in 2019
on a representative sample (N = 506).

The theoretical basis of the study was the multiple equilibrium theory (Esping-Andersen et al.,
2013). The study results showed that the perception of young people regarding the essential qualities of
men and women is still under the pressure of stereotypes and corresponds to the intermediate balance
model characteristic of the transition from traditional roles based on the division of labour to modern
egalitarian ones. This circumstance implies an equal division of responsibilities and family roles between
women and men. On the one hand, youth tend to an egalitarian type of marriage and family relationships,
and on the other, they adhere to traditional views of family roles. Although there are some differences in
attitudes towards gender roles within the family between natives of Chisinau and young people from other
localities, they are still not so pronounced. Youth with higher education are more likely to prefer an
egalitarian distribution of gender roles than youth with a lower level of education. Girls more often than
boys strive for gender equality in the family. However, in some aspects, such as the responsibility of men
for the family's financial support, the importance of the material situation of a partner, they more often
express traditional views.

Keywords: gender role attitudes, youth, sociological survey

Tinerii sunt lideri ai schimbdrii in orice societate, prin urmare, studierea atitudinii lor fatd de
rolurile de gen in familie prezintd un interes deosebit din punctul de vedere al prognozdrii schimbdrilor
in comportamentul lor, precum si identificdrii mdsurilor politice necesare pentru a obtine progrese
durabile in domeniul egalitdtii de gen.

Scopul cercetdrii constd in studierea atitudinilor tinerilor fatd de rolurile de gen in familie,
determinarea influentei nivelului de educatie, genului si altor caracteristici asupra preferintelor in
relatiile de gen - tip traditional sau egalitar. Studiul se bazeazd pe datele dintr-un sondaj sociologic al
tinerilor din Chisindu, realizat in 2019 pe un esantion reprezentativ (N = 506).
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Baza teoreticd a studiului a constituit teoria echilibrului multiplu (Esping-Andersen et al, 2013).
Rezultatele studiului au ardtat cd perceptia tinerilor asupra calitdtilor de bazd ale bdrbatilor si femeilor
este incd sub presiunea stereotipurilor si corespunde modelului de echilibru intermediar, caracteristic
etapei de tranzitie de la rolurile traditionale la cele egalitare moderne, care presupun o impdrtire egald
a responsabilitdtilor si rolurilor familiale intre femei si bdrbati. Tinerii, pe de o parte, tind spre un tip
egalitar de cdsdtorie si relatii de familie, iar pe de altd parte, ei aderd la viziunile traditionale ale rolurilor
familiale. Desi existd unele diferente in atitudinile fatd de rolurile de gen in familie intre originarii din
Chisindu si tinerii din alte localitdti, acestia nu sunt pronuntate. Tinerii cu studii superioare mai frecvent
preferd o distributie egalitard a rolurilor de gen comparativ cu tinerii cu un nivel de educatie mai scdazut.
Fetele mai des decdt bdietii se pronuntd pentru egalitatea de gen in familie, desi, in anumite aspecte, cum
ar fi responsabilitatea bdrbatilor pentru sprijinul financiar al familiei, importanta situatiei materiale a
partener, mai des exprimd viziunile traditionale.

Cuvinte cheie: atitudini fata de rolurile de gen, tineret, studiu sociologic

Mousodbie aodu seastomces audepamu udMeHeHUll 8 A160M obujecmee, N03IMoMy U3yyeHUe UX
OMHOWEHUSI K 2eHOepHbIM pOJsIM 8 ceMbe npedcmasssiem 0coOblll UHMepec € MOYKU 3pPeHUst
Npo2HO3UpPO8AaHUsl U3MEeHeHULl 8 UX nogedeHUU, a makxce onpedeseHus Mep NOAUMUKU, He0OX00UMbIX
04151 docmusiceHuUs1 ycmou4ugo20 npozpecca 8 0baacmu 2eH0epHO20 paseHcmaa.

Llesns uccnedo8aHus 3aKA0UANACH 8 U3YHEHUU OMHOWEHUE MOA00eNCU K 2eHOEPHbIM POIsSM 8
ceMbe, onpedeseHuu 8AUSHUS YPOBHS 06pA308aHUsl, n01a U dpyeux Xapakmepucmuk HA 2eHOepHble
npednoymexusi OMHOWEHUU — MPAJUYUOHHBIX UAU 32aaumapHbix. HccaedosaHue ocHO8blBaemcsl HA
daHHbIX coyuosioeuveckozo onpoca Mosodexcu 2. KuwuHesa, nposedenHozo 6 2019 e Ha
penpe3eHnmamueHoli 8bibopke (N=506).

Teopemuueckoli 0cHO80U ucc/1ed08aHUS NOCAYHCUAA MEOPUS MHOKCECMBEHHO20 PABHOBECUSI.
(Esping-Andersen et al, 2013). Pesyabmamel uccaedogaHus nokasaau, 4mo eocnpusimue mo/100biMU
J100bMU OCHOBHbIX KAYECM8 MYNHCUUH U HCeHWUH 8ce euje Haxodumcsi nod das/ieHuem cmepeomunos u
coomeemcmeyem npomexdcymouHoli Modeau 6aaavca, xapakmepHol 05 3mana nepexoda om
mpaduyuoHHbIX poJell, 0CHOBAHHBIX HA 2eHOepHOM pa3deseHuu mpyadd, K CO8PEeMEHHbIM 32aAUMAPHbIM,
npednosazarouum pasHoe pacnpedeseHue 0613aHHOCMel U ceMelHblX posell Mexcdy HeHWUHaAMU U
MYHCHUHBL, Mos100dble 100U, ¢ 00HOT CMOPOHDBL, CIMPEMSIMCA K 32aAUMAPHOMY Muny 6paka u cemeliHbix
omHouweHull, a ¢ dpyeoil — npudepxrcuearomcsi mpaduyUoHHbIX 832151008 HA ceMeliHble poau. Xoms
Medxcdy ypoxceHyamu KuwuHesa u M0/100excbio u3 dpysux HAcesqeHHbIX NYHKMO8 Habardarmcs
HeKomopble pas3aAu4us 8 OMHOWEHUU K 2eHOepHbIM pPOJsiM 8 CeMbe, OHU 8Ce Je He CMOoJb SIPKO
svipaxceHbl. Mo100dble a0du ¢ 8bicwuM 06pazosaHueM, yauje omadarom npednoumeHue 32a1UmMapHoMy
pacnpedesieHuro 2eHdepHbIX pojell, yem Mo./100ble AdU ¢ 60/1ee HUIKUM YypOB8HeM 00pa308aHUsL.
Jlesywku vawe, yeM napHu cmpemsimcsi K 2eHOepHOMY pageHcmay 8 cembe, 00HAKO, N0 HeKOMOpPbIM
acnekmam, makum KaKk 0meemcmaeeHHOCMb MyMHCYUH 3d PUHAHCOB80e obecneyeHue cembl, 3HAYUMOCMb
MamMepua/abHO20 NOJA0HCEHUS NAPMHEPA, YA e 8blpaXcarm mpaduyuoHHble 832/1510bL.

Kawouessle cnoea: 2erdepHo-posiegbie yCMaHOB8KU, MO100€XH b, COYUO.102U4ecKUll onpoc

INTRODUCTION

Despite the progress achieved and the increased attention of decision-makers to gender equality,
this goal remains largely unfulfilled in the Republic of Moldova, as in other countries of the Eastern
European region. It is now widely recognized that gender equality requires more than equal
opportunities and equal access to institutions, the adoption of regulations that ensure equal
opportunities for women and men. Achieving gender equality requires changing social values and
attitudes towards gender roles in both public and private domain.

The transformation of the family, as well as the change in the demographic behavior of the
population, are largely determined by the change in the status of women and men in society,
representations and attitudes towards gender roles. Currently, family and marriage can no longer be
described by a well-defined set of roles, which are negotiated daily, built through the interaction of
partners at the micro level and influenced by macro structures in the political and economic sphere.
Gender relations, attitudes and related values became more fluid, changing dynamically according to
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economic, cultural and institutional transformations. Researches show that for a long time new family
patterns and evolving gender roles are interlinked (Goldscheider et al., 2015; Kolpashnikova et al,,
2020; Olah et al,, 2021).

Gender roles depend on the attitudes and perceptions that are formed in youth during the
socialization period, facilitating the formation of stereotypes that will determine the behaviour of
individuals in adult life. Today, many European countries managed to make significant progress in
ensuring gender equality in various social areas, including family life. Thus, more and more couples are
characterized by a more uniform distribution of family obligations, increasing the participation of
fathers in activities related to childcare and education, as well as increasing the participation rate of
women in the labour market. Despite regional differences in the decline of traditional gender roles and
the rise of egalitarian attitudes, there are important differences between different social groups
(people with a higher level of education, less religious people, unmarried people to a greater extent
support egalitarian attitudes towards gender roles). At the same time, research shows that differences
are larger between societies than between groups within a society.

It would seem that with the increasing level of education of women and their participation in
employment, husbands and wives will less and less define the roles of women in the traditional way, but
more research shows that traditional gender roles persist in both spheres: professional and family
(Ashwin & Isupova, 2018; Kalabikhina, 2017). Women's experiences reflect the gender contract that
prescribes the specific roles and obligations of women and men. In this context, we notice the existence
of a double perspective conflict. On the one hand, men recognize women's rights and abilities of self-
fulfilment, including in their families, but on the other hand, they do not want to take on some of the roles
of serving family members and educating children, traditionally considered a prerogative of women. As
a result, gender relations within the family have not undergone major changes, causing inconsistencies
between levels of gender equity in the public and private spheres, this phenomenon being designated as
an "incomplete gender revolution” (Gerson & Esping-Andersen, 2010). However, researchers emphasize
that the family is a dynamic entity, characterized by increasing complexity in terms of decision-making
processes and the organization of family life, which are under the influence of macro structures in the
political and economic spheres. The new role of women is increasingly incorporated into more
dimensions of economic independence and supportive responsibilities that until recently belonged to
men (Olah et al., 2018)

Young people are the leaders of change in any society, so studying, but especially monitoring,
their attitudes towards gender roles in the family is of particular interest in terms of predicting changes
in their behaviours, as well as policy measures needed to achieve sustainable progress in the field of
gender equality. Based on these, the purpose of the research was the analysis of young people's
representations of gender roles in the family and their determinants factors.

Given the importance of gender representations for demographic dynamics, marital behaviour,
family formation and childbearing, the research focused on issues related to marriage and family. We
focused on the main family roles that are traditionally assigned to men and women: decision-making,
material family maintenance, household chores, and childcare. The attitudes of young people regarding
the most important qualities attributed to men and women, as well as regarding the takeover of the
husband's name after marriage by women were also studied.

Questions about gender roles were asked both from the perspective of traditional
representations (e.g., "the husband must work and provide material for the family, and the wife should
take care of the household and children") and others as egalitarian (e.g., "Both spouses must work and
share their family responsibilities equally").

RESEARCH DATA AND METHODS

The current study is based on the "Attitude of young people towards family and marriage"
sociological research conducted in 2019 by the Centre for Demographic Research in Chisinau, the
capital of the Republic of Moldova. The sample volume constituted 506 respondents, being
representative according to sex and age, the confidence interval being 95%. Youth aged between 20
and 35, who had never been married, were the ones interviewed.
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Chisinau was selected for research, considering that about 25% of the total population of the
country is concentrated here, especially the youth population, including youth from different localities
of the Republic of Moldova, settled in the capital to pursue professional studies or find a job, or for a
permanent residence. In the sample, those originating from the Chisinau municipality represented
42%, while youth from other localities represent 58%.

THEORETICAL FRAMEWORK OF RESEARCH

"Gender roles are the behaviors men and women exhibit in the private and public realm. They
are the sociocultural expectations that apply to individuals on the basis of their assignment to a sex
category (male or female)”, (Tong, 2012). Attitudes toward gender roles have been identified as
predictors of individuals' behaviour and decisions (Davis & Greenstein, 2009), that is, people use their
gender identity as a personal standard to assess and guide their behaviour. Gender roles create
behavioural sexual differences, given that people react to the expectations of others and act on their
own gender identities that involve hormonal and neural mechanisms (Wood & Eagly, 2012).

Attitudes towards gender roles are multidimensional, involving the balance of power in the
private and public spheres (Constantin & Voicu, 2015). A distinction is made between the cultural
incompatibility of role that refers to general culture, norms and values regarding the role of women in
society and the structural incompatibility that characterizes real possibilities available to women, as
well as the constraints they face when trying to seize these opportunities. The structural factors of the
gender relations system determine institutional opportunities within which the reproduction of role
behaviour takes place. Social differentiation in different spheres of social life is perceived as a set of
objective prescriptions and is implemented in mechanisms of interaction and socialization through
institutions such as family, school, immediate environment, media and employment, politics, etc.
(TemkuHa & 3apaBoMbicyioBa, 2000).

According to traditional perceptions of gender roles, women are assigned a role of housewife
and main educator of children, probably due to their reproductive role and/or position in the family,
this role also finding expression in the public sphere by the fact that in many countries, women work
in the fields of care and education. At the same time men are assigned the role of head of the household
and the main breadwinner of the family, while in the public sphere they have more opportunities for
career advancement and function.

Gender stereotypes about family roles and professional roles are the most common stereotypes
that prescribe the behaviour of men and women. Most often, for women, the main social roles are
family roles (mother, wife), for men - professional roles (worker, family supporter). Men are usually
judged by their professional success, and women by the presence and state of family and children.
Modern perceptions of gender roles suggest an alternative perspective, emphasizing that individuals'
behaviour should not be determined solely by their gender, and that there should be more equal
relationships between men and women.

While researching youth attitudes on gender roles in the family we based our study on the
theoretical concept of the multiple equilibrium (Esping-Andersen et al.,, 2013) aimed at transforming
gender roles and their impact on the family, through the interaction between family-related behaviour
and changes in the social roles of women and men reflected in their gender responsibilities for economic
security and family care. There are three types of balance: traditional, egalitarian and "unstable". The
theory holds that stable balances are based on strong regulatory compliance and produce more equitable
results. In contrast, unstable equilibria are likely to exhibit unfair behaviour. Equal balance is
characterized by homogeneity and gender equity in the division of labour. The erosion of traditional
specialization and the spread of egalitarian values is associated with the prevalence of "unstable
equilibrium" behaviour, due to structural factors that prevent the achievement of definitive progress in
this field (the transition from the traditional to the equalitarian model).
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LITERATURE REVIEW

Researchers conclude that the attitudes of the younger generation change faster than those of
older generations, they more often argue that it is beneficial for both sexes to achieve higher
qualifications and good careers and that childcare should be a common responsibility of men and
women. However, they often still choose the educational and occupational path typical of the gender,
as a result, their behaviour has a traditional connotation (Tinklin et al., 2005).

A study based on data from 36 countries shows that young people show a higher level of equal
attitudes in countries with higher levels of gender equality, but young women in all countries have
more equal attitudes towards gender roles than young men (Dotti Sani & Quaranta, 2017).

“Gender role changes are closely intertwined with the de-standardization of family biographies
leading to a growing diversity of relationships over the life course as well as increasingly complex
family compositions and household structures” (Olah et al.,, 2021). Each stage in the course of family
life shapes gender roles, and diverse political and cultural contexts facilitate or hinder family and
gender role transitions (Olah et al.,, 2021).

Gender differences in attitudes towards gender roles are smaller in more traditional societies,
where both women and men accept more traditional roles because economic development is slower,
while the lower diffusion of materialistic values places gender equality on a secondary plan. In contrast,
in social contexts where gender equality is more advanced, differences in attitudes are more
pronounced since women, especially the young ones, are more likely to act in their own interests and
have gender equality attitudes (Inglehart & Norris, 2003), and the more egalitarian a society becomes,
the weaker gender roles are (Tong, 2012).

The study on changes in the sexual behaviour between 2000 and 2017 of students in Italy, one
of the European countries where traditional norms have a significant impact on the family sphere,
showed important changes in women's premarital and family behaviour, becoming much more liberal,
and double standards on sexual behaviour between women and men have decreased significantly
(Minello et al., 2020).

The highest level of gender equality has been achieved in northern European countries, both in
the public and private spheres. On the other hand, traditionalist attitudes and practices are considered
a specific phenomenon for Eastern European countries. Russian researchers, have, based on data from
sociological research for the past three decades, concluded that for women career development and
high-level education are seen as secondary priorities, while those related to family creation and the
birth of normative children take the lead. During this period, the situation has not changed for the
better, on the contrary, it has worsened, supporting discriminatory practices on the labour market and
undermining the economic situation of women (Kouepruna, 2018).

Research in Hungary has shown that the attitudes of higher education students towards gender
roles are not necessarily modern. They are more pronounced at the declarative level, but not
behaviourally (Fényes, 2014).

In Romania, existing studies demonstrate the rooting and persistence of traditional attitudes
towards gender roles (Gokgel et al., 2014), "gender discrimination is perceived both in the economic field
(in terms of employment and pay conditions), but also in the political and social ones" (Tudorel et al,,
2006). Women in urban areas more frequently report discrimination. An accomplished woman in life is
considered the one who successfully fulfils all the roles associated with her status: mother, housewife
and professional. A man's achievements in life are not as much about family as they are about
professional success and the level of income he can reach (Roluri de gen si statusuri in viata de familie si
in muncd, 2013).

National studies show that traditional cultural standards regarding femininity and masculinity
are becoming an objective obstacle in the effective socialization of the young generation (Bodrug-
Lungu, 2007). The prevalence of traditional patriarchal norms characterizes the cultural context of
gender relations. Such representations that the roles of men in society are mainly related to
professional self-affirmation and that of women with family and children are widespread.
Contemporary stereotypes of gender roles within the family are inconsistent and contradictory,
presenting a conglomeration of traditional and egalitarian perceptions (Gagauz, 2012).

June No. 1/2021



92 Theoretical and scientifical journal

The high prevalence of stereotypes, perceptions, norms and traditional gender roles contributes to
the persistence of gender discrimination. Traditional gender roles are usually assigned to women and girls
in the private and unpaid domestic sphere, while men and boys are paid to work in the public sphere. A
total of 90.5% among men and 81.5% among women consider that for a woman the most important thing
is to take care of the house and cook for the family (Cheianu-Andrei et al., 2015). Almost 58.3% of
respondents support at least one gender stereotype (either they agree that men are mainly responsible for
making money or that decisions should be made mainly by one sex, i.e. men), and 21.2% of respondents
support both gender stereotypes. A comparison of surveys from 2006 and 2016 shows no significant
changes in perceptions of gender roles over the past ten years (Gender Barometer, f.a.).

Based on the analysis of literature, the following hypotheses were formulated: 1) it was
assumed that young people from Chisinau will have more egalitarian attitudes regarding gender roles
in the family, than young people from other localities of the country; 2) young people with higher
education identify more frequently with modern gender roles, than young people with a lower level of
education; 3) young women more often than men will have more modern egalitarian attitudes about
gender roles.

MAIN RESULTS

According to the research results, both young girls and boys have symmetrical representations
on the importance of certain qualities for women and men. Thus, in men, study participants respect such
qualities as intellect, responsibility, ability to earn money, desire to succeed, the capacity to "cope with
difficulties and resourcefulness". More than two-thirds of the respondents mentioned these qualities. In
women, the mostimportant qualities are considered intellect, fidelity, responsibility and resourcefulness,
being an attentive and caring housewife. It is observed that for both women and men there are similar
qualities as being resourceful and able to cope with difficulties, this fact being determined by multiple
economic difficulties faced by the population of the Republic of Moldova and the need to overcome
various crises such as low income or job loss, self-employment, etc., respectively, the ability of
individuals/couples to cope with these challenges. It should be noted that respondents mentioned these
qualities for both sexes with a different level of education, which signals the awareness of young people
of the challenges of modern changing society and the importance of having skills to combat the negative
impact of the external environment, stress, various crises and life difficulties.

Women with higher education want to see such qualities in men as intellect, responsibility and
ability to cope with difficulties, while those with a lower level of education appreciate a more caring
attitude, loyalty and the ability to manage. Men with higher education consider intellect, easy-going
character and fidelity as the most important qualities in women.

[t was found that young people pay more attention to physical attractiveness. Both women and
men consider this characteristic "very important" for women, both in the opinion of men (63.7%), but
especially in the opinion of women (69.8%). Such attitudes are explained by the fact that women are to a
greater extent under the influence of sociocultural representations that idealize female attractiveness;
moreover, physical attractiveness has a higher value in the mass consciousness of women than men
(BapasamkuHa & Kosy6eHko, 2010), and the wide promotion of beauty and youth in the media, fuels
these representations.

The physical attractiveness of men and its significance is also a trait appreciated by both sexes.
About a third (32.8%) of the girls and 36.9% of men interviewed consider the physical attractiveness of
men "very important”, especially an athletic physique, to be an expression of masculinity. Studies in the
field show that masculinity in the representations of women is perceived as the power and ability to
defend a woman, and in those of men - as a quality that attracts the attention of women (Bap.JiamkuHa &
Kosy6eHko, 2010).

A discrepancy in the respondents’ opinions is observed in attributing the importance of qualities
such as fidelity. If for women this characteristic is supposed to be important in the opinion of 86% of the
interviewed girls and 86.9% of the interviewed boys, then the fidelity of the men is viewed differently. A
good part of the interviewed girls (91.8%) consider that being faithful is very important for a man, while
only 68.1% of the interviewed young men mentioned this quality. Thus, young men show a more liberal
attitude towards men's sexual behaviour, reflecting social attitudes, which are harsher on women's
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infidelity and more tolerant of men's infidelity. According to other research, young people and men often
appreciate their own infidelity positively, being intolerant of female infidelity (KoueTkoBa, 2017).
However, recent studies show an increasing importance of sexual fidelity in the context of the
transformation of the marital compartment and the spread of cohabitation among young people. The
idea that would reflect a dual regime is becoming more widespread - "when someone is alone, they are
allowed to have more than one partner, but when they are in an emotional relationship, sexual fidelity is
a social norm" (Minello et al., 2020).

Gender symmetry about some important qualities persists when it comes to the economic skills
of men and women, and the sharing of responsibilities for the material security of families. Thus, women's
ability to earn money is not appreciated, which is associated with maintaining the man's traditional role
as the main breadwinner, which involves the regular and full employment of men in the labour market
and the irregular or flexible employment of women. This fact confirms the specificity of traditional
representations on gender roles, according to which not only men (76.3%) consider that the material
insurance of the family is their duty, but also women expect this role to be fulfilled by men (73.2%).
Opinions of respondents do not differ significantly depending on the environment of origin, being specific
for the natives from other localities and the natives from Chisinau. About two-thirds of respondents (both
men and women) believe (agree or partially agree) that "the husband's job is to make money, and the
wife's job is to run the household and take care of the family." which demonstrates the persistence of
stereotypes about the traditional division of family roles.

However, many respondents consider that "both spouses must work and share their family
responsibilities equally”. 63.4% of the interviewed men and 70.3% of the women "agreeing" with this
statement, while 31.1% of the men and 27.5% of the women "partially agree". A large part of the young
interviewees supports the opinion that "spouses must agree on the order and role that everyone has in
the family": 66.5% of men and 73.6% of women agreed with this statement, 30,2% of men and 22.8% of
women having "partially agreed" (and the rest refraining from answers).

The analysis of the agreement scale averages with statements/attitudes regarding the main
responsibilities within the family shows that both men and women share modern role attitudes, the median
for three statements out of the four being higher than 2.5 (Table 1). Gender differences are small, women
showing their modern attitudes to a greater extent. However, young people, especially men, also partially
agree with traditional attitudes towards gender roles in the family. The highest degree of persistence of the
traditional role is found concerning the responsibility of the husband to ensure financial cover to the family,
the average scale showing that young people, both men and women, agree with this statement.

Table 1

Attitudes towards gender roles in the family, average scale of agreement (3- agree, 2 -

partially agree, 1 - disagree

Traditional attitudes

In marriage, all decisions must be made by the spouses together 2.84 2.88
Spouses need to agree on the order and roles they each have in the

family 2.65 2.71
Both spouses must work and share their family responsibilities equally 261 268
The modern woman should work and make a career 298 246

Modern attitudes
The husband must work and provide material wealth for the family,

and the wife must take care of the household and the children. 2.2 1.75
For women, family responsibilities should be at the forefront 245 216
Caring for children is the main task of women 251 223
Providing for the family financially is the main task of men 285 274
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Concluding the ideas set out above, we note that, on the one hand, men are given a higher priority
in terms of liability for the material security of the family, which is contradictory at first sight if we consider
the high degree of participation of women in economic activity, but also absolutely explicable if we refer to
the difference between the salaries of women and men. The pay gap, discriminatory labour market
practices, and reduced opportunities to combine professional and family roles determine that men
continue to be the main breadwinners of the family (Gagauz, 2021).

Application of the logistics model (Table 2) for the analysis of role attitudes within the family
demonstrates that they depend, to some extent, on the respondents' level of education. Both men and
women with higher education rarely support the idea that "the husband should work and the wife
should take care of the family, household and children”, but as they get older, young people show more
conservatism, more often supporting a strict distribution of family roles. Girls support the view that
"modern women should work and pursue a career” to a greater extent than boys. But as young adults,
their preferences also change and they are more likely to agree that "for a woman, family
responsibilities should come first".

Table 2
The influence of the respondents' socio-demographic characteristics on gender role
attitudes (N=506

Statement Age Education levels | Originally from
Chisinau
municipality
B (Std. B (Std. B (Std. error) B (Std. error)
error) error)
The husband must work and the 44175
wife must take care of the ' (.06) -115** (.04) 313*** (.07) -.020 (.06)
household and children '
kkk
;‘n‘;“;g:g ;"C";‘::rhas towork '1(_5055) 070* (.04) 012 (.06) 045 (.05)
For a woman, family .280%** ok
responsibilities should come first (.05) 014 (.04) 2257 (.07) 073 (.06)

Note: *p<.05, **p<.01, **p<.001; (two-tailed).

Young people support the maintenance of traditional gender roles, with similar reasoning. Thus, girls
and boys consider that it is more natural for women to take care of the household and children, given the fact
that they are more able to take responsibility for the house and children than men. The reasoning about the
role of men as primary caregivers was mainly based on conventional social reasoning like the fact that men
can get better jobs and earn more than women, and this role is a responsibility of men. Thus, in their
representations on gender roles, young people rely on social stereotypes about the "natural roles" of women
and men, as well as on some reasoning about social barriers that women face on the labour market. All this
allows us to conclude that a lasting justification for maintaining the traditional division of roles persists, at
least in the current socio-economic conditions.

An important question is the distribution of power in the family and leadership. Among young
people, there are different ideas on this subject - both traditionalist, patriarchal and more modern ones,
involving equality of partners. A considerable part of the respondents (38.2%) consider that the man
should be head of the family, and the proportion of those who gave preference to women is insignificant
(up to 6%). At the same time, over half of the respondents selected the "both (husband and wife)
equally" answer option. The patriarchal idea that a family needs a leader and it should be the husband
is much more popular among men (48.7%) than among women (29%). Women are more likely to
support the idea that "both are equal” than men, thus demonstrating the longing to have equalitarian
relationships in the family.

Traditional representations of the husband as the head of the family are more specific to those
from rural areas - 47.2% against 29.3% of the total number of respondents from Chisinau, as well as
young people with a low level of education (52.3%). Among young people with higher education, the
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share of those who believe that power in the family should belong to "both spouses equally" is higher
- 57.8% of men and 63.8% of women.

However, despite the frequent identification of young people with traditional representations
regarding the distribution of power in the family, most of the young people interviewed believe that
"in marriage, all decisions must be made by spouses together" 84.7% of men and 88.5% of women
agreeing with this statement, with 14% of men and 10.8% of women having partially agreed.

An aspect of patriarchal origin preserved and of high significance is the tradition that women
should take the surname of the husband when they marry, this being a symbol of family and marriage
even in countries with a high level of gender equality, despite the fact that it comes from the times,
when women had few legal rights and were perceived as the property of their husbands. The religious
origin of this custom signifies the spiritual unity of the family, the secular one - the legal unity, given
the fact that married women could not own property, which after marriage passed to husbands. At the
same time, this habit also reflected the position of the woman in society as well as the superior position
of the husband/man.

Recent studies demonstrate the links between the common traditions of marriage and the
dynamics of gender power. It has been found that not only women face stereotypes when they break
the tradition, keeping their own names after marriage, but also men whose wives break the family
name tradition, as they are considered less powerful (Robnett et al.,, 2018).

As in most countries, the Family Code of the Republic of Moldova stipulates that "at the
conclusion of the marriage, the spouses, may, of their own will, choose the surname of one of them or
a compound formed by connecting the names of both as a common family name or each of them keeps
their name. of the family she wore until marriage or connects the family name of the other spouse to
her own family name". Despite this fact, nowadays, in most cases, women take their husband's name
after marriage. The attitudes of young people on this subject are asymmetric in terms of gender. Men
interviewed (63.6%) believe that "the wife should take the name of the husband" and only 30% of girls
support this idea. A relatively high proportion of respondents consider that this is optional, "depending
on the circumstances and according to the desire of the partners"” - 29.7% of men and 58.7% of women.
Respondents who claim that the husband is the head of the family more often consider the need for the
woman to change her name in marriage. Thus, for a significant part of the young interviewees, the
takeover by the wife of the husband's name is a symbol of male leadership in the family.

The transformation of gender representations bears, to a large extent, the imprint of socio-
economic conditions and opportunities for women to achieve economic independence. In the Republic
of Moldova, the last decades have been marked by numerous socio-economic crises, poverty, and low
living standards, which are still a problem for many families. At the same time, in young people, it
motivates the postponement of marriage and family formation after graduation and gaining an
acceptable lifestyle level.

The distribution of power in the family depends on the income of the spouses and the contribution
of each in the common family budget. Young people support the idea that the formation of the family budget
is a responsibility of both spouses, with over 88% of respondents agreeing with this statement (over 86%
of men and 90% of women). This confirms the orientation of young people towards the family model with
both spouses employed, which allows ensuring a decent standard of living for the family and children and
the high orientations of women for participation in the labour market.

Given that the study was conducted among young people who were married, they were asked
if the material situation of the partner is important to them. The obtained results show that this aspect
has a certain impact in choosing the life partner. Thus, 23.8% of the men and 39.5% of the women
interviewed said that for them the material situation of the partner is "very important" and
"important”, about 48% of the respondents of both sexes consider that it is "not the most important
thing" and only 19.6% of men and 9.7% of women answered, "not at all important” (the rest of the
respondents had a hard time answering this question). These results reflect, to some extent, that some
young people, especially women, support the stereotypes of old, when the older husband, accumulating
property and human capital, already had income to support the family, thus being able to and allows
her to get married. For a woman, usually of a younger age, youth and health were considered her most
valued capital, her fate related to household chores and childbirth. At the same time, these

June No. 1/2021



96 Theoretical and scientifical journal

representations correlate with young people's responses to men's higher responsibility for the family's
financial well-being. Official statistics show that after the birth of a child, men remain the main
breadwinners of the family, while a high percentage of women unemployed women unemployed
before childcare leave receive a minimal allowance, which does not meet the needs of the mother and
child. Thus, young women being insecure in their financial stability in connection with a child's birth
want to see material support in the future husband. Respectively, for young girls the financial well-
being of the partner may be more important than for young men.

The study showed that young people face several problems in achieving financial independence
due to unemployment, reduced employment opportunities and low wages, only 16.5% of respondents
stating that they are "fully financially insured”, while 42.9% "do not always meet the necessary
expenses” and 35.4% "depend on their parents". Even among youth aged 30-34, about 22% "could not
cope without the help of parents.” Women more often than men have stated that they are materially
dependent on either their parents or their partner.

Table 3
Self-assessment by youth of their financial situation
[ am financially 1dowhatlhaveto  Withoutthe My partner Other | Total

insured, [ have  do, even though I help of my supports | situation
enough for can't always parents, | me
everything [ afford it wouldn't be
need able to do it
Men 17.2 48.1 32.6 1.7 0.4 100
Women 16.0 38.7 37.5 6.3 1.5 100
Total 16.5 43 35.3 4.2 1 100
CONCLUSIONS

Research results show that young people's perceptions of the basic qualities of men and women
are still under the pressure of stereotypes, constituting an intermediate model of transition from
traditional roles, based on the division of labour, to modern egalitarian ones, which involve equal
sharing of women family responsibilities and roles.

Although gender stereotypes persist in the family, they are not already prevalent, with both sexes
likely to share material family and household responsibilities, especially those related to raising and
caring for children. To the extent that women will enjoy more opportunities for self-affirmation in the
professional sphere and the conditions that will allow both parents to combine successfully
professional and family roles, these differences will diminish.

Although there were some differences between young people from Chisinau and those from other
localities in attitudes about gender roles in the family, they are not so pronounced, given that young people
from other localities become rapidly integrated into the urban environment during their studies and
employment, assimilating the way of life, values and representations of urban youth.

Young people with higher education more often give preference to the equal distribution of
gender roles in the family compared to young people with a lower level of education. Girls more often
than boys advocate for a fair relationship, although in some respects, such as the responsibility of men
for the financial support of the family, the importance of the material situation of the partner, expresses
rather traditional views.

Given the high degree of aspirations of young women for professional activity and career
advancement and reduced opportunities to combine professional and family roles we can predict that
this discrepancy will continue to be a barrier to achieving this goal, helping to preserve the traditional
gender relations.

The study's conclusions fall within the theory of multiple equilibrium (Esping-Andersen et al.,
2013), especially the intermediate type, specific for countries in transition from the traditional type of
gender relations to the modern one. The question is how long this transition will last, given that
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structural and institutional factors are changing slowly, being a barrier to real progress in the field of
gender equality in the economic and social sphere.
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ABSTRACT

Strengthening social cohesion is one of the main directions of the Moldova 2030 strategy. At the same
time, the Association Agreement between the Republic of Moldova and the EU stipulates social inclusion, poverty
reduction, social cohesion, sustainable development and improving the quality of life as social policy priorities.
This article analyzes the theoretical approaches of the concept of social cohesion and presents the results of
sociological research on social cohesion in the Republic of Moldova conducted in 2020. The sample includes
1202 respondents and is representative by place of residence (urban / rural), sex, age, level of education. The
qualitative study included interviews with 90 experts, representatives of local public authorities, NGOs and the
private sector and 3 focus groups. The research was carried out within the project "Training and strengthening
social cohesion in the Republic of Moldova in the context of rapprochement with the European Union". As key
aspects of social cohesion were analyzed: self-identification of the degree of belonging of Moldovan citizens to
the Republic of Moldova, perceptions of solidarity with other citizens, social trust, participation and inclusion of
citizens in political, social and economic processes. The research results showed that the level of cohesion and
social solidarity in the Republic of Moldova is quite low. The COVID-19 pandemic has deepened social distancing,
uncertainty about the future, poverty and the marginalization of certain groups of the population and has
further contributed to lowering the level of social cohesion.

Key words: social cohesion, social inclusion, social trust, solidarity.

Consolidarea coeziunii sociale este una dintre directiile principale ale strategiei Moldova 2030. In acelasi
timp, acordul de Asociere dintre Republica Moldova si UE stipuleazd incluziunea sociald, reducerea
sdrdciei,coeziunea sociald, dezvoltarea durabild si imbundtdtirea calitdtii vietii drept prioritdti ale politicilor
sociale. Acest articol analizeazd aborddrile teoretice ale conceptului de coeziune sociald si prezintd rezultatele
cercetdrilor sociologice privind coeziunea sociald in Republica Moldova realizate in anul 2020. Esantionul include
1202 de respondenti si este reprezentativ in functie de locul de resedintd (urban / rural), sex, vdrstd, nivel de
educatie. Studiul calitativ a cuprins interviuri cu 90 de experti, reprezentanti ai autoritdtilor publice locale, ONG-
urilor si sectorului privat si 3 focus grupuri. Cercetdrile au fost realizate in cadrul proiectului ,Formarea si
consolidarea coeziunii sociale in Republica Moldova in contextul apropierii cu Uniunea Europeand”. Ca aspecte
cheie ale coeziunii sociale au fost analizate: autoidentificarea gradului de apartenentd a cetdtenilor moldoveni cu
statul Republica Moldova, perceptiile privind solidaritatea fatd de ceilalti cetdteni, increderea sociald, participarea
si incluziunea cetdtenilor in procesele politice, sociale si economice din tard. Rezultatele cercetdrii au ardtat cd
nivelul de coeziune si solidaritate sociald in Republica Moldova este destul de redus. Pandemia COVID-19 a
aprofundat distantarea sociald, neincredere in ziua de mdine, sdrdcia si marginalizarea anumitor grupuri de
populatie si a contribuit si mai mult la scaderea nivelului de coeziune sociald.

Cuvinte-cheie: coeziune sociald, incluziune sociald, incredere sociald, solidaritate.
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YKkpensienue coyuaabHol cn10YEeHHOCMU 518/15emcsl 00OHUM U3 OCHOB8HbIX HANPAs/AeHUll cmpamez2uu
«Mosdosa 2030». B mo xce spemsi CoenaweHue 06 accoyuayuu mexcdy Pecnybaukoii Mosndoea u EC
npedycmampusaem hnoebluleHue COYua/abHol UHmezpayuu, cokpaweHue 6edHocmu, yKpenjeHue
COYUAILHOU CNAOYEHHOCMU, ycmolyugoe pa3eumue U NOo8blUuleHUe Kayecmea HCU3HU KAK OCHOBHble
npuopumemsl! COYyuaabHol noaumuku. B cmamve aHaausupyromcsi meopemudeckue nooxoodsl 8
onpedesieHuU KOHYyenyuu coyuaabHoli cnao4eHHOCmu U npedcmas/ieHbl pesy1bmamaul cOYuU0A02U4ecKUX
uccaedosaHull coyuaibHol cnaovyeHHocmu 8 Pecnybauke Mosadosa, nposedeHHbix 8 2020 200y. Bvibopka
ska1aem 1202 pecnoHdeHma u penpe3eHmamusHa 8 3a8UcuMocmu om mecma xcumeasbcmaa (2opod /
ce/10), no/a, 8o3pacma u yposHsi 06pazoeaxusi pecnoHdeHmos. KauecmeenHoe uccsiedo8aHue 8Ka104an0
uHmepswio ¢ 90 skcnepmamu, npedcmasumensmMu MecmHulx op2aHos eaacmu, HI10 u uacmHozo cekmopa,
a makxce ¢ 3 ¢okyc-epynnamu. Hccaedoearuss nposodutucb 8 pamkax npoekma «PopmuposaHue u
YKpenJieHue coyuaabHoll cnsioyeHHocmu 8 Pecny6.auke Moadosa 8 konmekcme conudxcerus ¢ Eeponetickum
Coto3om». B Kayecmee K/aH4eBbIX ACNEKMO8 COYUA/NbHOU CN/A0YeHHOCMU ObliU NPOAHAAU3UPOBAHbL:
camoonpedesieHUe cmeneHu NPUHAdJIeHCHOCMU MOA0a8cKUX epaxcdaH K eocydapcmey Pecnybauka
Mosdosa, socnpusimue coaudapHocmu ¢ Opy2umu 2paxcoaHamu, coyuaabHoe dosepue, yvyacmue U
BK/IYEHHOCMb 8 NOAUMUYECKUE, COYUA/IbHbIE U SIKOHOMUYECKUe npoyeccyl. Pezyibmamul uccaedosanus
nokasa/u, Y¥mo yposeHb CNA0YEHHOCMU U cOYUabHoll conudapHocmu 8 Pecnybauke Moadosa 0o8o1bHO
Huskutl. [laHdemusi COVID-19 ycuauna coyuansHoe ducmaHyuposaHue, Hey8epeHHOCMb 8 3a8MmpauHeM
OHe, 6edHOCMb U Map2UHAAU3AYUI OnpedesieHHbIX 2pynn HacesneHus, a Mmakdxe cnocobcmeosana
CHUMCEHUIO YPOBHS COYUAAbHOU CNA0YEHHOCMU.

Kawouesvle cnosa: coyuanvbHas cnao4eHHOCMb, COYUA/AbHAS UHMe2payus, Coyuda/abHoe
dosepue, coaudapHocme.

INTRODUCTION

In 2000, Social cohesion became one of the priorities set by the European Commission in terms
of social policy at European Union level. Strengthening social cohesion is one of the main directions
of the Moldova 2030 strategy. The Association Agreement between the Republic of Moldova and the
EU also stipulates social inclusion, poverty reduction, social cohesion, sustainable development and
improving the quality of life as priorities of social policy.

In this article we aim to study social cohesion in the Republic of Moldova from the perspective
of self-assessing the degree of Moldovan citizens' belonging to the Republic of Moldova, perceptions
of solidarity with other citizens, social trust, participation and inclusion of citizens in the country's
political, social and economic processes.

THEORETICAL APPROACHES REGARDING THE SOCIAL COHESION CONCEPT

Literature does not present a single and well-defined notion of social cohesion, which is interpreted
according to the discipline of study. In the Dictionary of Sociology, the notion of cohesion is defined from a social
perspective, denotes the characteristics of this phenomenon and highlights the positive and negative sides of
the phenomenon from the perspectives of the individual and the group The development of the social cohesion
concept was based on sociological and psychological research with reference to the dynamics of social groups.
We mention the research of crowd psychology by Gustav le Bon (1896), which determines the influence of the
crowd on the behavior of the individual; the studies of Emil Durkheim (1897) on the phenomenon of suicide,
according to which it is concluded that the suicide rate in various communities depends on their degree of
solidarity; the experimental research of lacob Moreno (1934) on the dynamics of the development of
relationships in groups and their influence on the behavior of individuals; Leon Festinger's studies that led to
the formalization of the theory of group cohesion, according to which cohesion is a key phenomenon of the
continuity of membership, the cement that unites the members of a group and maintains the relations between
them. Considerable contribution to the development of the notion of social cohesion has also been made by
research on social networks (Jenson et al., 1998).

In her work on mapping social cohesion, Jane Jenson defines social cohesion as a continuous
process of developing a human community with shared values, shared challenges and equal
opportunities, which is based on trust, hope and reciprocity. At the same time, the researcher
identifies five basic dimensions for measuring social cohesion, namely: belonging/isolation,
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inclusion/exclusion, participation/non-involvement (Dimeglio et al., 2012).

These dimensions allow the measurement of the phenomenon of social cohesion from several
perspectives on a scale from total rejection to total inclusion. Thus, for example, group membership can
be measured from total isolation to total inclusion of respondents at the level of groups, communities,
society. In the case of inclusion/exclusion, we can measure the phenomenon from total social exclusion to
inclusion in certain areas or even the inclusion of social groups at the community and society level.

Paul Bernardt develops Jenson's approach. He proposes measuring social cohesion from two
perspectives: social spheres (economic, political, social, cultural) and social relations (at the level of
attitudes and behaviors). Bernardt proposes 6 dimensions for measuring social cohesion:
insertion/exclusion,  legitimation/non-legitimation, = recognition/rejection,  equality/inequality,
participation/passivity, affiliation/isolation.

Bernardt considers social cohesion as a quasi-concept, a hybrid mental construction developed by
political games, which is based on the analysis of data in certain contexts. This construction is natural to
remain indefinite in order to be adapted to the needs of political action (Dimeglio et al., 2012). Thus, the
multidimensional analysis of social cohesion based on socio-psychological approaches at the level of social
spheres and at the level of attitudes and behaviors is introduced. At the same time, a new aspect is
introduced for the research of equality/inequality, ensuring comprehensive measurement.

Andy Green and Jan Germen Janmaat analyze social cohesion from the perspective of social
institutions, attitudes and behaviors. Thus, they mention that social cohesion includes certain societal
characteristics related to attitudes and behaviors as well as certain social institutions and mechanisms. With
reference to social institutions and mechanisms, they include the following: risk-sharing and social
protection mechanisms (state based on social welfare); redistribution mechanisms (such as taxes) to
ensure equal and fair opportunities; and conflict resolution mechanisms (Green and Janmaat, 2011). Thus,
social cohesion is defined more from the perspective of common values and ensuring social solidarity
based on equity, equality, tolerance and behavior in accordance with the law. Social cohesion is analyzed
more from the perspective of respecting living together in order to ensure people's rights and maintain
society in a sustainable way.

O’Conner defines social cohesion from the perspective of values, differences, associations and
networks, adding the category of infrastructure here. He considers that social cohesion covers three
categories of issues: values, identity, culture that define a certain community; differences and divisions:
inequalities and inequities, cultural diversity, geographical divisions; associations and networks,
infrastructure (Noll, 2009).

According to Chan and others, social cohesion is a state that refers to the interactions between
members of society vertically and horizontally. These interactions are based on attitudes and norms that
include trust, a sense of belonging and a willingness to participate and help, as well as their behavioral
manifestations. They propose a definition based more on the need to operationalize the phenomenon and
consider that members of a community show cohesion if three conditions are met cumulatively:

1. they trust, help and cooperate with other members of the community;

2. they share a common identity or a sense of belonging to the community;

3. the subjective feelings made explicit in (1) and (2) are objectively manifested in their behavior
(Chan etal,, 2006).

In the context of measuring stability and reconciliation in countries with stagnant conflict, the
SCORE index (www.scoreforpeace.org) is used, which measures two preconditions for peace and society:
social cohesion between groups and reconciliation. According to him, social cohesion is measured on the
basis of three indicators: 1) trust in institutions, 2) human security and 3) satisfaction with life.
Reconciliation is measured on the basis of indicators: negative stereotypes, anxiety within the group,
social distance, social dangers, active discrimination and positive feelings.

Measuring social cohesion in pandemic situations requires new dimensions and indicators that
should be researched. Of particular interest in this context are studies of social cohesion in exceptional
situations caused by natural or social calamities, which show that people show a greater degree of
cooperation when they are in survival situations (Calo-Blanco et al, 2017) and that social cohesion
contributes to reducing the perception of risk and fear, while trust in social support increases the degree
of involvement in problem solving (Babcicky and Seebauer, 2020).
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In the Republic of Moldova, the phenomenon of social cohesion has been researched from several
perspectives. In one of the first works (Negura et al,, f.a.), the methodological framework for assessing
social exclusion in Moldova was developed and it was concluded that there is an intrinsic link between
social exclusion and social cohesion, in a cohesive society, the level of exclusion social being lower and vice
versa. The research is based on the definition of social cohesion proposed by the Council of Europe
according to which it means the capacity of society to ensure the well-being of all its members by
minimizing economic, social, political disparities and avoiding the marginalization of people. Social
cohesion would therefore require the ability of all to participate in economic life, benefiting from
opportunities for development and social welfare. The analysis of social cohesion from the quality of life
perspective identified five vulnerable groups in the Republic of Moldova: people with disabilities, children
and families with many children, people with low incomes, youth, elderly and families of migrant workers.

Researchers Negura P., Mocanu V., Potoroaca M. analyze social cohesion from the perspective of
social quality theory. Social cohesion is presented as an expression of the nature of social relations based
on belonging, solidarity, trust, shared values and norms. The research results demonstrate the low degree
of trust of the population in institutions and peers. Although the spirit of self-help exists in Moldovan
society, social solidarity is also appreciated by respondents at a low level. At the same time, the sense of
belonging of the respondents to their country and culture is quite high (Negura et al,, f.a.).

MAIN COMPONENTS OF SOCIAL COHESION

Social cohesion is a multifaceted phenomenon that depends on certain social contexts and is very
difficult to measure with the same categorical apparatus. Most research on social cohesion, in particular
that carried out by the OECD, the Council of Europe and the European Commission, uses the following as
its basic dimensions: social welfare, social capital and social mobility.

Social welfare is analyzed as a complex phenomenon, in a comprehensive logical framework, which
is based on three aspects: material living conditions, quality of life and sustainability, or conditions that
must be respected to preserve social welfare for other generations. Social welfare is analyzed both at the
objective (concrete level of material living conditions) and subjective level, or at the level of perceptions,
feelings, such as the degree of well-being satisfaction or the degree of security/insecurity. In the case of
material conditions, researchers usually analyze the following dimensions: 1) income and consumption,
2) work and wages, 3) housing. Quality oflife includes the following indicators: 1) health, 2) work and rest,
3) education and skills, 4) civic engagement and governance, 5) social connections, 6) personal security,
7) subjective well-being. Health is very important in terms of value, but it is also an important factor and
a condition for employment. Equally, employment is important from the perspective of personal self-
affirmation and family well-being. Social connections are important for personal security and for the social
valorization of individuals. An environment where people feel personally secure is very important for a
beautiful and safe life. So practically all these dimensions together are important for ensuring social well-
being and a high quality of life.

Measuring social welfare in OECD countries has highlighted certain trends in social cohesion, as
follows. Income inequality continues to be very high in some countries, with high incomes mostly
concentrated in the upper strata. There are many health disparities in social groups with different income
levels, due in large part to different lifestyles. Women have a longer average life expectancy than men, but
they report a lower level of health and a higher level of disability. The distribution of family obligations
continues to be gender inequitable, so men work more hours at work and women work more hours at
home without being paid. The elderly, the poor and the low-educated have far fewer social support
networks than other population groups. People living in big cities and men are more likely to be victims
of crime than other population groups. Poor, well-educated people and young people are less involved in
politics than other population groups. These differences are also very big depending on the country's level
of development. Thus inequality is higher in underdeveloped countries compared to other countries. The
level of development of countries should be considered when measuring social cohesion (OECD, 2011).

Social capital is the second aspect considered important by researchers for measuring social
cohesion. In the literature there are two approaches in measuring social capital: 1) from the perspective
of the frequency of relationships and the possibility of obtaining social capital (information, ideas,
support) from other individuals and other groups and 2) from the perspective of nature and fence
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involvement in various civil society networks and organizations. The World Bank measures social capital
through 6 dimensions: 1) Groups and networks (involves the degree of belonging to different groups and
networks, including civil society parties and organizations, and the degree of offering/receiving
information, ideas, support); 2) Trust and solidarity (trust in institutions, neighbors and foreigners); 3)
collective action and cooperation (if it happens in the community and how the members of the community
cooperate in solving common community problems). This dimension also includes perceptions of
collective action. In turn, the OECD has identified several perspectives from which social capital can be
measured: 1) personal relationships (network structure and associated behaviors to maintain
relationships), 2) support from social networks (emotional, financial, material, intellectual resources to
who have access to network members), 3) civic involvement (activities and networks through which
people contribute to community life, 4) trust and cooperative norms (trust, social norms and shared
values). Social mobility is the third dimension most frequently involved in measuring social cohesion.
From the OECD perspective, social mobility is perceived as intergenerational mobility between parents
and children or grandchildren and as intra-generational mobility during the life of individuals.
Intergenerational mobility analyzes the status of the individual from the perspective of income,
occupation, health, education comparative with his parents. Intra-generational mobility analyzes how
incomes and occupational status of individuals have changed over a lifetime. So mobility shows how the
quality of life, occupational status, education, health, etc. have changed during the life of individuals and
compared to their parents. High social mobility means that regardless of status, everyone has
opportunities and chances to progress in their career or life (OECD, 2018).

RESEARCH METHODOLOGY

The results of the quantitative and qualitative sociological investigations carried out within the
“Formation and consolidation of social cohesion in the Republic of Moldova in the context of the approach
to the European Union” project in 2020 were used as empirical material.

The applied research tools were: the analysis of statistical data presented by the NBS, sociological
survey administered by face-to-face and online interviews on a sample of 1202 people. The general
population research sample consisted of 1202 randomly selected people. The sample is representative
depending on the environment of residence, sex, age, level of education. Thus, depending on the
environment of residence, 59% of people from rural areas and 41% from people from urban areas were
surveyed. Depending on gender, 52% women and 48% men were surveyed. Depending on age, the
respondents are divided as follows: ages 18-24 - 13%, ages 25-29 - 14%, ages 30-39 - 20 %, ages 40-49 -
24%, ages 50-64 - 18%, ages 65+ - 11%. Depending on the studies, respondents may be distributed as
follows: primary/secondary education - 17%, secondary/high school - 24%, professional
technical/vocational studies - 34%, higher/postgraduate - 30%.

The qualitative research included the interview with 90 experts, representatives of local public
authorities, NGOs and the private sector and was conducted between May 8-26, 2020, while the
quantitative one between July 18 and August 23, 2020

Prior to conducting basic field research, social cohesion research indicators were piloted into three focus
groups to see to what extent they fit the situation in Moldova and to identify possible new indicators specific to
the social context in our country. Thus, a total of 31 people participated in focus groups. In these focus groups
we focused in particular on the following aspects: social solidarity, manifestation of cohesion at community
level, belonging to social groups, inclusion and participation, trust in institutions and individuals.

MAIN RESULTS

Solidarity and social cohesion. Most focus group participants understand the notion of solidarity
as follows: be united, help each other, be equal, listen to each other. Although most of them understand the
importance of solidarity and social cohesion, about 2 /3 of the participants mentioned that in their locality
the degree of solidarity and social cohesion is quite low. Each in his own nest, his own yard. We're not very
friendly like that - woman, age 50, rural.
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Most often people help each other only if they are related. Most people lack initiative. If it is
necessary to solve a community problem, for example to clean a well, people only organize if the initiative
comes from the mayor or local councilmen. In the conditions when someone would need help, then he
would address first of all the relatives, then he would address the mayor's office.

Focus group participants also agreed that the richer people are, the less supportive and needy they
are. Ifthey needed help, they would address poorer people, since they are more open. - Less wealthy people
are kinder. They have the same hardships and understand more easily. The rich live in another world and
don't understand each other - woman, 30.

When asked to what extent they would help strangers, the vast majority mentioned that they would
rather be vigilant and that they would rather get to know the person than let them into the house or help
them. Some mentioned that they had cases when they received strangers in the yard, served them with
food and wine, but preferred that they not enter their house. - I can give you an example. A year or two ago,
a stranger came on a motorcycle and came into my yard. I see he speaks German. He points at my house ... |
say no, I won't let him in... Yes, I received him, gave him, I gave him a bottle of wine. He explained to me that
he wanted to pitch his tent. Yes I will help you. But I won't let you in the house. I apologize, but.. | mean, | was
scared. It depends on the help needed. Otherwise, if something happened to him, I think  would help him, even
ifhe's a foreigner - Man, 45, rural.

Many people mentioned that the degree of solidarity and cohesion is low in their communities because
people are divided, most often, by political interest. Namely, politicians, from the focus group participants'
perspective, made the local populations argue, hate each other. Society is dispersed by parties, by interests ... in
our community, and throughout the republic. It was the goal of politicians to disperse them. Once the party is gone,
the main expert changes, no matter how good he is. It doesn't matter. Another one comes, even if he is much
weaker, more uneducated than the other one. This, unfortunately, is the truth, Man, age 40, urban.

Others mentioned that people are more divided on ethnic grounds and that until the citizens of this
country, regardless of whether they are Moldovans, Romanians, Russians, etc., understand that they must
respect the country's people, its history and language we cannot hope for cohesion and solidarity. For
some of the participants, the union with Romania would be a solution. - Moldovan society is divided only
because of our rulers who, for some reason, lean out towards the Russians who pay them 800 thousand Euros
per month to maintain their parties, and of course they will try as much as possible to destroy this country
and turn it into a bridgehead for the Russians. So we should unite, take them down, form a provisional
government that would negotiate for the union with Romania. I think this would be the only way out of the
swamp we are in. - Man, 55, rural.

Belonging to social groups. The vast majority of participants in focus groups mentioned that they
are proud of their locality, even if the infrastructure is not very developed, they have many good people,
the land is very fertile and they have a lot of greenery around.

If they go abroad, they are proud to be from the Republic of Moldova. There is one thing that they
regret, namely that although the country is beautiful, the leaders at the helm of the country do not know
how to lead and do not think about the country and the people who live here, but more about their own
good. No matter how good it would be elsewhere, it's not good here. Our country is always different. We
simply do not have a leadership, which should lead us properly. If we were to have good leadership, we would
be supportive. I stayed in Canada for a month this summer and saw very beautiful things, but I still missed
this place - Woman, aged 60, urban.

Some mentioned that they have children abroad and they also say that they are from the Republic
of Moldova because Moldovans are much more appreciated than other peoples in other countries for their
kindness and diligence. - Let's put it this way, I have children who went abroad, for them it is more proud to
say thatyou are from the Republic of Moldova, than from Romania. Because they don 't really love Romanians,
they don't like them abroad, they consider them thieves. - Man, 60, rural - I was in Germany for a while and
saw a similar situation. The attitude towards Moldovans is more positive than towards other nationalities. -
Man, age 45, rural.

When asked about what qualities must a good citizen of the Republic of Moldova possess, the
participants in the focus groups mentioned the following: cult, smart, honest, not to be a thief, not to be
corrupt, to love their country and not to criticize it, to love the people and to care for the people, to have moral
values, to be altruistic, to actively participate in community activities, to be people with verticality.
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Trust in people and institutions. When asked if they generally trust people, the absolute majority
mentioned that they would rather not trust them, because people are different and they change very easily
depending on the circumstances. Now people are two-faced. Even if we take the elections ... people go after
everyone, they are unpredictable. Man can do anything, what he does not expect he can do. They go with the
flow, they agree with everyone. Man is not specific. For example, he has an option, he doesn't have his option,
anyone can fool him. A good part is like that. Woman, 45, rural.

Respondents show the greatest confidence in their family members, colleagues and neighbors. With
reference to social institutions, the participants in the focus groups mentioned that they have more trust
in the church and the mayor's office, and less trust in the Government, Parliament, Police, trade unions. - -
Church is the place where persons alleviate their needs, problems, which they have with society, with family.
Not trusting today's politics, they find comfort there. Second, where do people go to share their trouble? Local
council. His hen got stolen, he goes to the local council, he was insulted, has no wood, he goes to the local
council. Not trusting others, people limit themselves to family, church, local council hall - that's my opinion.
Man, 60, rural.

Thus, with reference to the church and its role in the community, respondents mentioned that it has
an educational role, of consolidating the society, and the priest must be a model of behavior for the village.
Although they trust the church, some participants in focus groups mentioned that in some localities the
church has become involved in politics, which is not a good thing at all. - The church became politically
involved; this is the worst thing that may happen in a state. The church must have its place. It belongs to the
spiritual, not the material. Man, 60, urban.

Other respondents mentioned that the behaviors of priests often leave much to be desired: they do
business at church instead of helping poor people, they are not interested in the problems of the
parishioners. It is for these reasons that some people have lost faith in the church today. - I want to tell
you that a priest should know more about the villagers. My mother is 89 and she goes to church every Sunday,
if she doesn't go there for two or three Sundays, if [ were a priest,  would come and ask her why did she not
come for two or three days? Maybe you're sick, maybe you need something .. Woman, 50, rural -These fees,
these candles. Well, if | went to church with a candle from home, he doesn't have the right to force me to buy
a candle from church, that's not a place of business. You don't go there to do business; you go there to pray. -
Man, 50, urban

When asked if they trust the army, some respondents gave a positive answer, because the army has
an educational purpose, while others said that in general Moldova should not have an army, because it is
a small country that tries to assure everyone that it is neutral. In addition, many young people avoid the
army - they rather go to colleges, universities, or even work abroad to escape the army. Youth from
vulnerable families, who have nowhere to go, usually enlist in the army.

With reference to the police, most mentioned that they do not trust because the police do not do
their job, often do not register applications, it is very difficult in rural areas to find a police officer when
you need one. Before, the police did their job. When there was a district policeman in every local council. Now
we don't have a local policeman. Folks come once a month to write a complaint, they don't discuss, they take
the requests and hide them, not all of them are registered. Man, 60, rural.

The unions, in the vision of the participants in the focus groups, lost their responsibilities, they are
more involved at indication of government officials, or in the best case in the organization of some festive
events. For these reasons, the vast majority of people do not trust this institution and would never turn to
trade unions for solutions. What does an agricultural union do? It unites farmers, defends rights, goes to the
ministry of agriculture, goes to the marketplaces, raises the masses... In our unions there are a bunch of people
throwing some rubles back for a teq, a celebration. Before, no employee could be fired until the union agreed.
Regardless, the president of the country may say anything ... the union is a neutral body, they meet, they put
things on the table after the elections, not their personal interests... this is how this was seen. They give notice.
And even when bosses exceed their duties, for which they also find a suitable article, he goes to court and get
defense. That is the mission of a union. They go to court and get defense... we thought the leader had exceeded
his duties. Man, 56, rural

Focus groups participants mentioned they have the least trust in Parliament and Government.
These structures do not fulfill their mission, they do not take care of the country and the people. People
have chronic distrust in leadership. Many of those in charge were taught by our teachers. They're from our
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country. The education process begins in the family; it begins in school. When they gather, they discuss less
about the interest of the state with personal, group interests predominating. It means we won't get over this
handicap soon. We did not have political traditions, political parties in the true sense of the word, for the
political elite to be chiseled. - Man, 57, urban.

With reference to trust in parties, focus group participants mentioned that they do not trust a party
either, because they do not have political values and goals, party members frequently change from one
party to another for money. People also mentioned that a new political class is needed to make changes at
the societal level.

Diversity and tolerance. People in communities have a rather low spirit of tolerance, especially
towards Muslims and refugees from other countries. They consider that the Republic of Moldova still
invests too much in refugees. Many of them mentioned that although they know that in other countries
refugees are helped by the population, they personally are not sure they would help refugees. - Especially
when a man of another faith comes to our society, he first of all cannot integrate. No one will tolerate him
imposing his rules of the game. I don't think our Moldovans will give in and let him do his will. That is my
opinion. -Man, 47, rural - We still have enough refugees, and they are paid and have pardons in all respects.
The native population does not have such privileges. I know the place where refugees live in Moldova, and
they have so many conditions there that an ordinary man who works every day does not have and neither
does he have the rights that refugees have. Man, 56, urban.

Perspectives for the future. When asked about the prospects of their community, most
respondents were very pessimistic, noting that they have the example of other localities, where people
migrate en-masse and that if the situation in the country remains the same, all villages, including theirs,
will become deserted. Some mentioned that they still hope for more educated Moldovans to return from
abroad and develop the country's economy and localities, as the Italians, or other peoples, once did. - The
Moldovans will return in any case. Like with Italy, for example, in 1959 they went to America, came back with
capital, opened hotels, and things went pretty well. - Man, 47, rural.

Research on social cohesion in social welfare, social capital and social mobility dimensions showed
that the level of cohesion and social solidarity in Moldova is quite low. The COVID-19 pandemic deepened
social distancing, fears, poverty and marginalization of certain population groups and further contributed
to lowering the level of social cohesion.

SOCIAL COHESION FROM THE SOCIAL WELFARE STANDPOINT

The socio-economic security of Moldova's population is quite low. Extreme and absolute poverty
levels, although in slight decline in recent years, remain quite high. The impoverishment of the population
is fueled by limited jobs, a high consumer price index and high rate of inflation. Poverty continues to affect
the rural population the most, large families and many children, children and the elderly. Although the
average monthly income of the population continued to increase, in the context of rising consumer prices
and inflation, they continue to be insufficient to ensure a decent living of more than 2/3 of the country's
population. Access to various quality community services (water, sewerage, district heating, etc.) is low,
especially in rural areas, low-income families, families with many children and elderly families. In the
context of the pandemic, the socio-economic situation of marginalized families has worsened further, due
to the loss of jobs and the emergence of new expenses - protective materials against COVID or even
medicine in cases of illness; the need to provide children with computers or internet to learn online;
increased housing maintenance costs due to the transfer of the workplace to the home, etc. At the same
time the very low involvement of the authorities in supporting these families is worth mentioning. In the
context of the above, more than half of the country's population is not satisfied with their lives in general.
The share of dissatisfied people is higher in rural areas, in age groups 50+, in the environment of people
with low education, those not employed, people with low incomes.

SOCIAL COHESION AND SOCIAL CAPITAL

The analysis of the respondents' degree of participation in politics and community life shows that
the vast majority of the population is practically not involved in the community political or social life.
Election participation is the only political and civic activity involving over 2 /3 of the population. The share
of more active people in political and social life is higher among those who work in the public sector, are
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party or NGO members. The fiscal morale of the population is rather at the level of attitudes and beliefs
regarding payment of salary taxes, and less in relation to informal payments, about 1/3 of those surveyed
having offered informal payments in the last 12 months.

In general, the population has a high level of trust only in family members, friends, co-workers and
neighbors; the level of trust in institutions remains quite low. Compared to different institutions, the
population has more trust in the Church, the media, the mayor's office and the Presidency and less trust
in Justice, the Prosecutor's Office, political parties, Parliament and Government. The level of trust in most
people, as well as in strangers is very low, people considering that they have to be very vigilant with them.
Regarding media, respondents have more trust in the media in the EU and Romania and less trust in the
media of Moldova and Russia. The frequency of media consumption is quite high among the population,
the most important source of information being considered television, and the most credible the Internet.

The analysis of the identity and group membership of the population shows that most respondents
are proud of being citizens of Moldova, although many of them do not associate this feeling with the
greater possibility of assertion, a perfect place for raising children, or for living and working and about
60% are oriented to leave the country in the near future. This feeling of pride is rather explained by the
unconditional love for the place where they were born, raised and educated and of belonging to the nation.
Most respondents continue to identify themselves as residents of their city/village and a citizen of
Moldova, and less so as a citizen of Europe or a citizen of the planet. At the same time, a large part of the
population identifies itself with the ethnic group to which it belongs and only 16% consider themselves
simply citizens of Moldova.

The analysis of the social distance between respondents and different marginalized groups of
population or ethnic groups highlighted the fact that the smallest social distance is between respondents
and Moldovans, Romanians, Russians, who are perceived as close social groups, who may be part of family
members, colleagues, neighbors. The social distance index is moderate and shows tolerance towards the
following groups: Jews, people with physical and mental disabilities, Roma, immigrants, HIV + persons,
persons of color, former detainees, Muslims, homeless persons. Respondents acknowledge that these
groups may live in their community, or even in the country, but also want them less as family members,
neighbors, colleagues, friends. The index of social distance between respondents and drug users and
homosexuals denotes isolation; thus, the respondents would like these groups to leave the country.

SOCIAL COHESION FROM THE SOCIAL MOBILITY PERSPECTIVE

Social groups with high social status are in all cases characterized by the following: high level of
education, high share of urban population, high occupational status, and vice versa - groups with low social
status include people with low education, from rural areas, with low occupational status.

Education is one of the basic factors leading to intra-generational social mobility. The higher the
level of education, the more likely the possibility to advance on the social scale. And vice-versa, a low level
of education decreases opportunities to increase social status.

In the case of extreme groups (with the highest and lowest status) inter-generational occupational
mobility is the highest: with a descending or ascending specific. In the case of groups of highly and medium
qualified specialists, the share of those who maintained the occupational status of their fathers was 56%
and 67%.

With regard to the standard of living of the respondents compared to that of the parents, in the
groups with higher social status the share of respondents who mentioned that they have a better/much
better life compared to their parents gradually increases and respectively the share of those who consider
that they have a worse/much worse life than their parents. The same trend was observed in the
perspective of children's living standards: in the groups with higher social status, the share of respondents
who believe that their children will have a better life than them and vice-versa is higher.

PRIORITY DIRECTIONS TO CONSOLIDATE SOCIAL COHESION

Increasing the population's social well-being, and in particular disadvantaged groups (rural
persons, persons with disabilities, youth, the elderly), through sustainable economic development,
supporting small agricultural producers, creating fair employment opportunities, equitable distribution
of income and the reduction of economic inequalities, the vocational guidance of youth in line with their
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interests and the needs of the labor market, increasing people's access to physical infrastructure, public
utilities and living conditions.

Developing the sense of social responsibility of entrepreneurs to create inclusive work
environments in line with the needs of employees. Develop incentives for employers, including taxation,
to invest more in creating good working conditions, including those adapted to the needs of people with
disabilities, and in developing human resources.

Ensuring equitable and free access to education services for all children, including disadvantaged
groups - children with disabilities, from socio-economically vulnerable families, from rural areas, Roma,
minor parents, providing the necessary support according to individual needs and ensuring a friendly,
protective and inclusive school environment. Focusing the education system on person-centered
education in order to develop such skills and competencies as critical and creative thinking, collaboration,
flexibility, information technology, entrepreneurship, which will help them make decisions, solve
problems and communicate effectively.

Ensuring the right of the population, especially marginalized groups, to quality social assistance and
protection by strengthening capacity and developing innovative tools for data collection and benefit
allocation, development of the network of care, rehabilitation, retraining and quality provision depending
on needs.

Ensuring equitable access to quality health services, including for marginalized groups, by
developing an efficient and flexible health insurance system, access to efficient, quality and affordable
basic medicines and a high level of information to the public about their right to health; and medical
services from which he may benefit, including on the basis of medical insurance.

Development and implementation of development policies at local and national level from the
perspective of addressing human rights by making public decisions based on evidence of their impact on
the population, especially marginalized groups, involvement of the population in decision making,
ensuring a clear, efficient and inclusive implementation mechanism and monitoring decisions taken.

Ensuring safe, inclusive, non-discriminatory and equitable community and social environments for
all population groups, including the marginalized, by integrating the principles of equality and non-
discrimination into all development policies and practices, involving marginalized groups in decision-
making and monitoring policy implementation, implementation of communication campaigns focused on
accepting differences and diversity and promoting a tolerant attitude.

Developing the spirit of cohesion and social solidarity at local and national level by stimulating and
ensuring a governance in partnership with the citizens and assuming concrete responsibilities for
community development. Developing effective partnerships between authorities and civil society for the
social inclusion of vulnerable groups.
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ABSTRACT

The decentralization reform in Ukraine began in 2014 and is aimed at implementing the
provisions of the European Charter of Local Self-Government, which provides for the redistribution of
powers, resources and responsibilities on the basis of subsidiarity. Currently, local governments are
endowed with powers and instruments of influence on enterprises located on their territory, but
employment and labour market policies remains the prerogative of the central government. For a
comparative analysis of the development of regional labour markets in the context of decentralization,
labour force survey indicators are more appropriate, since they reflect the actual policy results from the
perspective of households. For the 2015-2019 period in most regions of Ukraine, there was an increase
in the level of employment and a decrease in the level of unemployment; at the same time, the gender
gap in employment has increased in 16 of 25 regions; the sectoral structure of employment continues to
stagnate. Some regions have significantly increased the coverage of public works, but this may indicate
not the activity of territorial communities, but the lack of stable employment opportunities. Local self-
government bodies should play a key role in the formation and implementation of local employment and
the labour market policies, their interaction with the state employment service requiring a
corresponding transformation.

Keywords: labour market, regional development, local government, labour market policy,
employment, unemployment, public works.

Reforma descentralizdrii din Ucraina a inceput in 2014 si are drept scop punerea in aplicare a
prevederilor Cartei europene a autonomiei locale, care prevede redistribuirea competentelor, resurselor
si responsabilitdtilor pe baza subsidiaritdtii. In prezent, guvernele locale sunt dotate cu puteri si
instrumente de influentd asupra intreprinderilor situate pe teritoriul lor, insd politicile de ocupare a
fortei de muncd si de piatd a muncii rdmdn a fi o prerogativd a guvernului central. Pentru o analizd
comparativd a dezvoltdrii pietelor muncii regionale in contextul descentralizdrii, indicatorii anchetei
privind forta de muncd sunt mai adecvati, intrucdt reflectd rezultatele actuale ale politicii din
perspectiva gospoddriilor. Pentru perioada 2015-2019 in majoritatea regiunilor din Ucraina, a existat
o crestere a nivelului de ocupare si o scddere a nivelului de somaj; in acelasi timp, diferenta de gen in
ocuparea fortei de muncd a crescut in 16 din 25 de regiuni; structura sectoriald a ocupdrii fortei de
muncd continud sd stagneze. In unele regiuni a crescut semnificativ incadrarea in lucrdrilor publice, dar
acest lucru indicd mai degrabd activitatea comunitdtilor teritoriale si lipsa unor oportunitdti de
angajare stabile. Organismele locale de auto-guvernare ar trebui sd joace un rol cheie in formarea si
implementarea politicilor de ocupare a fortei de muncd locale si a pietei fortei de muncd, interactiunea
lor cu serviciul de ocupare a fortei de muncd de stat necesitdnd o transformare semnificativd.

Cuvinte cheie: piata muncii, dezvoltare regionald, administratia locald, politica pietei muncii,
ocuparea fortei de muncd, somaj, lucrdri publice.
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Pegpopma deyenmpanuszayuu 8 YkpauHe Havaaacw 8 2014 2. u Hanpas.1eHa HA UMNJIEMEHMAYUI0
noaoxcenuli Esponelickoli xapmuu MmecmHo20 camoynpasjeHus, Komopas npedycmampusaem
nepepacnpedeseHue NOAHOMO4uUll, pecypco8 u omeemcmeeHHOCMmuU N0 NPUHYuny cy6cuduapHocmu.
Celluac opzaHbl MECMHO20 CamMoynpas/eHusl yxce HadesneHbl NOJAHOMOYUAMU U UHCMPYMEHmMamu
go3delicmsusi Ha npednpusimusi, pacno/0NHCeHHble Had UX meppumopuu, HoO NOAUMUKA 3aHAImMocmu u
pblHKa mpyda ocmaemcsi npepo2amugoll YeHmpa/abHblX 0p2aHo8 eaacmu. [1s cpasHUMeaAbHO20
aHau3a pazeumusi pe2uoHaAbHbIX PbIHKO8 Mpyda 8 yca08usx deyeHmpaausayuu 60.1ee npuemaemvl
nokazameau 06c¢s1edo8aHusi paboyell cuabl, NOCKO/IbKY OHU ompaxcarom akmuueckue pe3y1bmambl
noaumuku ¢ nosuyuu domoxossaticms. 3a nepuod 2015-2019 zz. 8 6o1bwUHCMBE pe2uoH08 YKpauHbl
HAa61100a1UCb pocm YyposHsl 3aHAMOCMU U CHUJ}CEHUE YPO8HS 6e3pabomuybl; 8 mo xce epems 8 16 us
25 peazuoHos yseauvuacs 2eHdepHblll paspsblé N0 YPOBHIO 3AHAMOCMU; CEKMOPA/AbHAs CMPYKmypa
3aHamocmu npodoaxcaem cmazHuposams. Hekomopbule pe2uoHbl 3HAYUMEAbHO HAPAcCmMuau 0Xeam
o6ujecmeeHHbIMU pabomamu, 00HAKO 3MoO Moxcem ceudemenabcmeogams He 06 aKmMugHocmu
meppumopuaabHblX eduHUY, @ 06 omcymcmeuu 803MoicHocmell cmabuabHo20 mpydoycmpolticmaa.
OpzaHbl MecmHO20 camoynpasaeHusi O0O/AXCHbl U2pamb KAw4esyl poab 8 dopmuposaHuu u
peaausayuu  J0KA/AbHOU NOAUMUKU 3aHAMOCMU U pblHKa mpyda, coomeemcmayouell
mpaHcgpopmayuu mpebyem ux g3aumodeiicmsue ¢ 20cydapcmeeHHoll cAyH 60l 3aHamocmu.

Kaloueswle caosa: pviHok mpyda, pecuoHaibHoe pasgumue, MeCmHoe camoynpasaexue,
no/AUMuUKa pbIHKa mpyadd, 3aHsmocms, 6eapabomuya, o6ujecmeeHHbie pabomai.

INTRODUCTION

Decentralization is one of the key European integration reforms, launched in 2014 after the
Association Agreement between Ukraine and the EU was signed. The reform is aimed at implementing
the provisions of the European Charter of Local Self-Government and involves the transfer of a
significant part of powers, resources and responsibility from central executive authorities to local
self-government bodies that are in close proximity to the inhabitants of a territory. The redistribution
of functions based on the principle of subsidiarity should provide residents with mechanisms and
tools to influence local authorities and participate in decision-making. At the basic level, the
institution of local self-government is that of united territorial communities (“hromady”), which are
then combined into larger ones (hereinafter referred to as “hromady”). In 2014-2019 the formation
and unification of the hromady proceeded on a voluntary basis, beginning with 2020 - according to
long-term plans approved by the government.

One way or the other, decentralization, encompasses all spheres of activity and politics,
changing the balance of power and priorities in markets and in society. The labour market is at the
intersection of economic, demographic and social factors; therefore, the impact of decentralization
requires analysis and improvement of regional employment and the labour market policies.

LITERATURE REVIEW
The experience of the hromada formation and activity is the focus of research by Ukrainian
scientists and analysts. The attention of specialists in the field of labour economics and social
economics is focused, first of all, on identifying new risks for the development of regional labour
markets associated with decentralization. Such risks are most often called by the following factors
(Benovska, 2019; Libanova, 2017; Romanyuk, 2019):
+» the formation and unification of hromady is often formal in nature, without initiative and
without a vision on new opportunities for local economic and social development;
+¢ the behaviour of hromady is dominated by a consumerist approach, they are much more
focused on receiving subsidies and subventions from higher-level budgets than on
increasing economic activity on their territory;
¢ socio-economic disproportions are aggravated not only between regions but also within regions
and districts; in particular, the concentration of economic activity in large cities is accelerating,
while, at the same time there is a decline and desolation in small towns and villages;
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+¢ the structural imbalance between supply and demand in local labour markets is growing, as
aresult of which unemployment increasingly exists in parallel with a shortage of personnel;

+ the intensity of all types of labour migrations is increasing, starting with daily commuting
and ending with long foreign ones; migrant workers travel is becoming a routine
employment model;

« enterprises and individuals - entrepreneurs are increasingly choosing a place of registration
based on the favourable conditions of local taxation, as a result of which the asymmetry
between the fiscal and social aspects of the policy is growing;

+ in the formation of policy, a clear "top-down" administrative vertical line is preserved,
which determines a formal-declarative approach to the development of local development
programs, measures for their implementation and monitoring of performance.

A survey of territorial hromady of four regions of the Carpathian area (Kravciv & Instytut
Rehional'nych DoslidZen’, 2013), conducted in November 2018, showed that only 11% of hromady
developed a program or action plan in employment. Some of them used the old employment
programs, which were adopted even before the formation of the hromada without considering the
new conditions. Even those hromady that developed their own employment program or plan did
not consider the real data on the available labour potential. Among surveyed hromady, 2/3 did not
have data on the age composition of the population, 1/3 did not have information on the number of
officially employed persons, 1/5 did not know the number of locally registered individuals-
entrepreneurs. Most often, the activity of hromady on labour market issues was limited to a rather
formal interaction with the local state employment centre (72% of the surveyed communities), 56%
of communities taking part in the organization of public works. At the same time, almost all
communities noted that limited opportunities for official employment on their territory constitute
a problem for community development.

An important area of research is also the improvement of tools for measuring and assessing the
dynamics of regional labour markets. Most often the following indicators are taken for comparative
analysis: the employment rate, the unemployment rate, the rates of accepting and quitting of regular
staff at enterprises, the scale of underemployment and informal employment, employment in harmful
conditions and industrial injuries, the size of the average monthly wage of regular staff of enterprises
and the declared salary in vacancies, performance indicators of the state employment service, including
the number and structure of vacancies, the number of registered unemployed per vacancy (Bilyk &
Filipchuk, 2019; layabcbka & Kpumoga, f.a.). The quarterly monitoring of regional socio-economic
development (Ministry of communities and territories development of Ukraine 2020) contains 60
indicators in 12 areas, including the “labour market efficiency” block of four indicators: the
unemployment rate according to the ILO methodology, the level of employment, the real wage index
and the amount of wage arrears as a percentage of the wages fund.

A review of research shows that in Ukraine, in the context of decentralization, employment is
viewed primarily as a component of the financial solvency of the local budget and the investment
attractiveness of the territory, whereas issues of employment and unemployment are viewed as
part of the state employment service activity. The social role of employment and the role of
communities in employment policy are greatly underestimated.

The EU's regional policy aims at cohesion and harmonize development, and it is on this basis
that it allows to combine job creation, competitive business, economic growth, sustainable
development and improving the quality of life for people from all regions, cities and rural areas.
Cohesion policy involves supporting local development initiatives and empowering local
governments to manage funds (EU Budget, 2018). Thanks to this approach, employment and labour
market policies is strongly represented at all management levels.

In countries with a high level of local decentralization (Poland, Belgium, Denmark, the
Netherlands, Spain), the public employment service is part of regional self-government bodies and
does not belong to the governmental executive vertical. This makes it possible to bring the labour
market policy as close as possible to local conditions and needs, to establish specific local tasks and
target groups. The disadvantage of fully decentralizing public employment services is represented
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by the difficulty to obtain integrated information on the provision of consulting services and active
labour market policy measures across the country as a whole(European Commission. Directorate
General for Employment, Social Affairs and Inclusion. & ICON INSTITUT., 2016).

In countries where the public employment service is an autonomous public institution
(France, Austria, Germany, Greece, Finland), there is also a tendency towards the decentralization
of activities at local level. For example, in Germany, the 2003 reform at the local level created public
employment agencies (that serve applicants with an unemployment duration of less than one year)
and public job centres (that serve long-term unemployed), which closely interact with
municipalities. This decentralization of functions and management allowed for a personalized,
customer-centric approach, which reduced the average duration of unemployment and increased
customer satisfaction for both job-seekers and employers (Finn et al,, f.a.).

In countries where the public employment service is a centralized structure subordinate to
the ministry (Ireland, UK) or government (Hungary, Sweden), there is also a tendency to deepen
cooperation with local authorities. For example, the UK initiated the expansion of the standard
service package with additional services (jobcentre plus), which facilitate a quick return to work
thanks to the established local funds and tools. Cooperation also takes the form of joining the efforts
of the public employment service with local social services to develop joint programs and deliver
services tailored to the local situation and needs.

DATA AND METHODS

The situation on the labour market depends on the intersection of many factors, therefore, it
is not possible to separately measure exclusively the impact of decentralization. Based on the
objectives of the analysis, preference is given to indicators that characterize the social role of
employment and, at least at the legislative level, provide for the significant participation and
responsibility of local governments for employment and labour market policies.

The current national legislation refers to the powers of local self-government bodies as
general administrative measures (preparation of programs for socio-economic development, etc.)
(Verkhovna Rada of Ukraine 1997). Although local governments are endowed with powers and
instruments of influence on enterprises located on their territory, comprehensive regional policy,
employment and labour market policies remain the prerogative of the state and central executive
authorities. Regional development strategies, territorial and local employment programs are fully
subordinated to the main directions and principles of state policy, local state administrations are
responsible for their development and implementation (Verkhovna Rada of Ukraine 2012 and
2015). Local self-government bodies in these processes have rather a coordinating and supportive
role, being mentioned last in the list of entities responsible for implementation.

The only labour market policy measure where local governments play a significant role are
public works, which by definition are a type of socially useful paid work in the interests of a
territorial community. The practical involvement of local governments in organizing public works
was facilitated by the establishment, in 2013, of the principle of parity of their funding from local
budgets and funds from the Fund of Compulsory State Social Insurance against of unemployment
(Cabinet of Ministers of Ukraine 2013). This prompted the territorial employment centres, which
are strictly subordinate to the central vertical of power, to establish a more effective interaction
with local authorities. In the crisis conditions of 2015, the requirement for parity funding was
cancelled, since the lack of funds from local budgets called into question the conduct of public
works, but, at least, the tradition of complicity was established.

Taking into account the existing distribution of powers, the data of the state employment service
and other administrative data rather characterize the activities of the central executive authorities in the
implementation of national policy. An exception here is the information on public works, the organization
and financing of which are carried out with the active participation of local governments.

For a comparative analysis of the development of regional labour markets, data from labour force
surveys are much more informative, since they reflect not indicators of activity, but the actual results of
socio-economic policy in a given region, and this information is obtained from households, that is, directly
from participants on the labour market. The capabilities of this source also have limitations. First, the
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survey methodology is clearly regulated and assumes a fairly standard set of statistical indicators.
Secondly, when analysing in a regional context, the problem of data reliability arises. In particular, data on
the unemployment rate in almost all regions have an error estimate of more than 10%, which limits their
use for quantitative analysis (State Statistics Service of Ukraine 2020).

Some researchers offer integral indices that allow synthesizing the content of a set of
indicators and ranking regions by the value of the index and sub-indices (Bobukh & Shchehel,
2019). However, for operational monitoring and management decisions, one still needs to focus on
the initial values of the indicators, and there should not be many of these indicators. Considering
existing sources of regular and reliable data, developments of national researchers and foreign
experience (Eurostat, 2019) of socio-economic analysis of regional development, this work uses
indicators such as those from table 1.

Table 1
List of indicators for a comparative analysis of the regional labour markets
development in the context of decentralization

Indicator name, measurement
unit

Definition or formula for calculating an indicator | Data source

Employment rate,% Share of employed persons in total population aged 15- |Labour force

70 research
Unemployment rate, % Share of unemployed persons in labour force aged 15- | Labour force

70 research
Employment gender gap, Difference between employment rates of women and Labour force
percentage points men research

Share of employed persons by sectors of economy based

. . . . Labour force
Sectoral employment structure |on National Classifier for Economic Activities KVED- "

2010 (analogue of NACE Rev.2) research
Coverage of unemployed with Share of registered unemployed persons who were State
. ) . . . employment
public works,% involved in public works during the year centre

Source: Own compilation.

The base year for comparison is 2015, when the implementation of decentralization began.
The last reporting year for which a complete set of statistical indicators is available is 2019. In
addition, in 2019, the first stage of decentralization was completed, in which territorial
communities were formed and united on a voluntary basis. The dynamics of regional indicators and
interregional differentiation for 2015-2019 allow you to assess the scale and consistency of
changes at the stage of hromada formation.

RESEARCH RESULTS AND DISCUSSIONS

Employment rate and unemployment rate characterize the implementation of the labour
supply, reflecting the regional potential for economic growth and the availability of the labour market.
Employment opportunities and a choice of jobs are the key to the social well-being of the region's
residents. On the contrary, a high unemployment rate can be an indicator of depressed areas.

In 2015-2019 in the regions of Ukraine, there was a heterogeneous dynamic of the levels of
employment and unemployment, which may be, among other things, a consequence of the
decentralization process. In most regions, there was an increase in employment, most significantly
in the Khmelnytskiy, Luhansk, Sumy, Chernivtsi (more than +4 percentage points in each region)
and Zhytomyr (+3 percentage points) regions. At the same time, employment decreased in the
Volyn (-2.2 percentage points), Dnipropetrovsk (-1.4), Zakarpattya (-0.8) regions (Fig. 1)
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Figure 1. Employment and unemployment rates of population aged 15-70 by regions of
Ukraine in 2015 and 2019, %
Source: Based on data from State Statistics Service of Ukraine 2020.

The unemployment rate grew, although insignificantly, in four regions - Volyn, Vinnytsya,
Dnipropetrovsk and Mykolayiv. Moreover, in the Volyn and Dnipropetrovsk regions, the increase in
unemployment occurred against the background of a decrease in employment. The greatest success
in reducing the unemployment rate was achieved by the Sumy, Chernivtsi, Khmelnytskiy, Kharkiv
regions (a decrease of more than 2 percentage points). It should be noted that Zhytomyr,
Khmelnytskiy, Volyn, Dnipropetrovsk regions were leaders in the rating of regions in terms of the
hromada formation rate (MoximopuHe npoyecy deyenmpanizayii, f.a.), but this was reflected in the
levels of employment and unemployment in very different ways.

In general, there is a logical pattern that the most significant decrease in the unemployment
rate occurred in regions where there was a significant increase in the employment rate, while in
regions with a higher level of employment, there is a lower unemployment rate.

Employment gender gap characterizes the situation with the equality of opportunities for women
and men in the labour market. In virtually all countries of the world, the employment rate for men is higher
than the one for women, as women bear a greater burden of maternal and family responsibilities.
Therefore, when analysing this indicator, the main attention is paid to the direction of the trend (with the
right policy, the gender gap should be reduced), as well as interregional comparison.

For 2015-2019 in 16 out of 25 regions of Ukraine, the gender gap in terms of employment
increased (Fig. 2). The largest growth occurred in the Zakarpattya region (twice), the Mykolayiv and
Luhansk regions (by half in each), Ivano-Frankivsk and Chernivtsi regions (by a quarter in each). As
aresult, in 2019, the Zakarpattya, Ivano-Frankivsk and Chernivtsi regions became “leaders” in terms
of the size of the gender gap (almost 20 percentage points). The largest reduction in the gender gap
in terms of employment took place in Rivne, Lviv, Vinnytsya, Kharkiv regions.
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Figure 2. Gender gap in the employment rate of the population aged 15-70 by regions of
Ukraine in 2015 and 2019, %

Source: Based on State Statistics Service of Ukraine 2020.

Interregional differentiation of the gender gap in terms of employment may be associated not
only with the lack of jobs for women or the specifics of the sectoral structure of employment (spread
of informal employment, labour migration, etc.), but also with the (in) accessibility of early childhood
development infrastructure.

Sectorial employment structure characterizes the level of productivity and conditions of
employment, for example, the opportunity to have a stable job with official registration, decent wages
and a social package.

The industry sector provides predominantly stable, qualified, formal wage employment with
wages significantly higher than the national average. Disadvantages of employment in this sector
usually include tight working hours and risks of harmful working conditions. In Ukraine, industrial
centres located mainly in the eastern regions - Dnipropetrovsk, Donetsk, Zaporizhzhya, Kharkiv,
Luhansk, as well as Kiev and Poltava regions have formed historically. The share of industrial
employment in these regions is over 15%. The smallest specific weight (less than 10%) is occupied
by the industrial sector in the structure of employment in the Odesa, Kherson, Ternopil regions and
the city of Kiev (table 2).

The business services sector includes three types of economic activities: information and
telecommunications (section J), professional, scientific and technical activities (section M), activities in the
field of administrative and support services (section N according to NACE-2010). This sector is highly
innovative, capable of providing high quality employment with motivation to learn (High-Level Group on
Business Services 2014). However, in Ukraine, hired labour in this sector is often disguised as self-
employment in the status of individuals - entrepreneurs, or is carried out in atypical conditions
(freelancing, etc.). As a consequence, employment flexibility translates into weak social protection. In
terms of the structural share of employment in the business services sector, the city of Kyiv is by far the
leader (over 20%), which is explained by the status of the capital. Among the regions, a significant
percentage of employment in the business services sector comes to Kyiv, Kharkiv, Dnipropetrovsk regions
(7-9%). This sector is least represented in the Zakarpattya and Chernivtsi regions (less than 3%).
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Table 2
Share of employment in selected sectors of economy by regions of Ukraine in 2015 and
2019,%
Sector— Industry Business Services Public services

Sections of NACE1—> | B+C+D+E | J+M+N | 0+P+Q+R
Regions 2015 2019 2015 | 2019 | 2015 | 2019
Vinnytsya 11 11 4 3 23 21
Volyn 13 14 3 3 26 25
Dnipropetrovsk 25 24 6 7 19 18
Donetsk 33 26 5 5 19 19
Zhytomyr 14 15 5 4 26 23
Zakarpattya 11 11 2 2 21 20
Zaporizhzhya 22 22 5 5 21 18
Ivano-Frankivsk 12 12 4 3 22 20
Kyiv 18 18 9 9 26 23
Kirovohrad 13 13 3 4 24 22
Luhansk 31 19 4 5 19 18
Lviv 14 15 6 6 25 22
Mykolayiv 13 13 3 3 21 20
Odesa 8 8 6 6 23 21
Poltava 18 17 4 4 23 20
Rivne 13 13 4 3 23 21
Sumy 16 14 4 4 23 21
Ternopil 9 9 3 3 26 22
Kharkiv 19 19 7 7 21 19
Kherson 9 9 4 3 24 21
Khmelnytskiy 12 12 3 3 25 22
Cherkasy 14 14 4 4 21 19
Chernivtsi 10 11 3 3 22 19
Chernihiv 12 12 4 4 25 24
City of Kyiv 8 8 20 21 23 22

Source: Based on State Statistics Service of Ukraine 2020.

The public services sector includes economic activities dominated by budgetary and non-profit
institutions that provide services such as: public administration and defence; compulsory social insurance
(section 0), education (section P), health and social assistance (section Q), arts, sports, entertainment and
recreation (section R according to NACE-2010). These services are provided to the population directly at
the local level and play a key role in human development opportunities. As a field of employment, this
sector usually provides a stable job with formalization and a full package of social protection. At the same
time, the level of wages in the public sector of the social sphere remains almost the lowest of all types of
economic activity. Since government or sectoral policies play an important role in the public services
sector, regional differentiation in the share of employment in this sector is less pronounced. The regions
with a predominance of the population of large cities have the lowest share, where it is possible to use the
public infrastructure network more efficiently due to the density of settlement.

In 2015-2019 structural shifts in the sectors of industry and business services are almost
imperceptible, while the share of employment in the public services sector has decreased in all

1 NACE - Classifier of Economic Activities
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regions by 1-3 percentage points, which is a consequence of government reforms to "optimize" the
infrastructure network.

Coverage of unemployed with public works characterizes the level of cooperation between
local governments and the state employment service. It should be remembered that public works are
a temporary form of employment and do not solve the problem of finding a suitable job and stable
employment. This is why most EU countries do not practice public works at all, with the exception of
Greece, Ireland, Italy and new member states (Anna Manoudi 2014).

For the period 2015-2019 the level of coverage of registered unemployed with public works
decreased in five regions (Sumy, Cherkasy, Lviv, Poltava, Ternopil), in three it remained unchanged
(Vinnytsya, Rivne and Khmelnytskiy), in other regions, there was an increase (Fig. 3). The most rapid
growth was observed in Donetsk (from 13% in 2015 to 54% in 2019) and Luhansk (from 14% to
31%) regions, which have a high unemployment rate. This means that the interpretation of this
indicator is rather contradictory. On the one hand, the high coverage of public works testifies to the
active position of local self-government bodies, on the other hand, to the unfavourable situation in the
labour market and the lack of reliable employment opportunities.
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Figure 3. Coverage of registered unemployed persons with public services by regions of
Ukraine in 2015 and 2019, as % of total registered unemployed

Source: Based on the website of the “State Employment Center of Ukraine”. URL:
https.//www.dcz.gov.ua/storinka/vidkryti-dani

Summarizing the analysis of the indicators, it should be noted that with the start of the
decentralization reform, not so much time has passed for its advantages to become obvious in such a
delicate and multifactorial substance as the labour market. Nevertheless, it is safe to say that several
regions have been able to significantly improve their performance. And these are not only regions
that previously demonstrated success (Kharkiv, Kyiv regions), but also regions that were considered
economically depressed for a long time - Sumy, Cherkasy, Zhytomyr regions.

CONCLUSIONS
Study results make it possible to substantiate the following new directions of regional
development policy:
¢ to expand the powers of local self-government bodies in the formation and implementation of
employment and labour market policies, in particular, transfer the local employment policy to the list
of their own powers and delegate powers to participate in the implementation of the national
employment and labour market policy;
+ to adapt the organizational and managerial model of the state employment service to the
conditions of decentralization, to provide for more flexibility and freedom in the formation of local
target programs and instruments of active labour market policy, for example, for vocational training
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and integration of vulnerable groups of the population with the involvement of resources of territorial
communities;

+ to supplement the directions of local employment policy with new target groups. Since
depopulation takes place in Ukraine and the working-age population is rapidly declining, pension
reform measures, such as raising the retirement age, limiting early retirement, and linking the age of
granting a pension to the criteria for the length of service, become a source of maintaining the labour
force. This means that local employment and labour market policies need to be oriented not only
towards young people, as is the case now, but also to older people.

Further research is needed in the direction of improving the system of development indicators
and developing an institutional model for regulating regional labour markets in the context of
decentralization.
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