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SOCIOECONOMIC IMPACT OF THE COVID-19 PANDEMIC AND OF THE
RESPONSE POLICY IN MOLDOVA: AN INTERGENERATIONAL
PERSPECTIVE BASED ON THE COMPUTABLE GENERAL EQUILIBRIUM
MODEL

Valeriu PROHNITCHT,
PhD Student,
Academy of Economic Studies of Moldova

DOI: https://doi.org/10.36004/nier.es.2021.2-01
JEL Classification: E16, H21, H31, D58
UDC: 330.42(478)

ABSTRACT

The author employs a Computable General Equilibrium (CGE) model calibrated on a Social
Accounting Matrix for the Moldovan economy and enhanced with demographic details to answer
three questions: 1) what has been the short-term socioeconomic impact of COVID-19, including the
distributional ones from the gender and age perspective? 2) how likely were the 2020 policy measures
to provide an adequate immediate response to the crisis? and 3) would there exist an alternative,
more optimal policy? According to the CGE-based simulation results, cumulative effect of the
COVID-19 economic shocks represents around 11% of the Moldovan GDP. All economic sectors are
predicted to decline, with transport, HORECA and services to population sectors suffering the
heaviest contractions. Transport sector employs predominantly mid-aged men, while the latter two
typically employ women. Age- and sex-structure of employment by sectors explain why men aged 25-
34 and women aged 15-24 suffer the largest reduction of their wage income (around 10%). Reflecting
the income contraction of the breadwinning age categories and reduction in intra-household
transfers, children’ consumption declines accordingly. The older generations relying on public
pensions are relatively better sheltered against the COVID-19 socioeconomic effects, as pensions
remain rather stable. The analysis suggests that the package of measures adopted by Moldovan
government has had minor impact, with VAT reduction to HORECA sector having smaller
compensatory effect compared to direct payments to infected doctors and labor-related subsidies. A
combination of fiscal and structural measures would have provided a socially fairer and
economically more efficient response to the crisis.

Cuvinte-cheie: Model de Echilibru General Aplicat, matrice de contabilitate socialda, politica
macroeconomicd, raspuns politic, transferuri intergenerationale, conturi nationale de transfer.

Autorul foloseste un Model de Echilibru General Aplicat (MEGA) calibrat pe o Matrice de
Contabilitaze Sociala pentru economia moldoveneasca si augmentata cu detalii demografice pentru
a raspunde la trei intrebari: 1) care a fost impactul COVID-19 din perspectiva impactului economic
si distributional pe varste si genuri? 2) cat de adecvat a fost raspunsul de politici din 2020? si 3) ar
fi existat oare o politica mai buna? Modelul sugereaza ca efectul cumulat al socurilor provocate de
COVID-19 reprezinta aproximativ 11% din PIB si anticipeaza ca toate sectoarele suferd scaderi,
cele mai afectate fiind transporturilee HORECA si serviciile prestate populatiei. Sectorul
transporturilor angajeaza preponderent barbati de varsta mijlocie, in timp ce celelalte doua - mai
mult femei. Structura de varsta si sex a ocuparii pe sectoare explica de ce barbatii de 25-34 de ani si
femeile de 15-24 de ani sufera cea mai mare reducere a veniturilor salariale (10%). Reflectand
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scaderea veniturilor categoriilor economic active si reducerea transferurilor intra-gospodarie,
consumul de care beneficiaza copii scade, in consecinta. Generatiile mai in varsta, care se bazeaza
pe pensiile publice, sunt relativ mai bine protejate impotriva efectelor socioeconomice ale COVID-
19, deoarece pensii raman stabile. Analiza sugereaza ca masurile adoptate de Guvern au avut un
impact minor, reducerea TVA pentru sectorul HORECA avind un efect compensator mai mic in
comparatie cu pldtile directe catre medicii infectati si subventionarea ocuparii. O combinatie de
mdsuri fiscale si structurale ar fi oferit un rdspuns mai echitabil social si economic mai eficient din
punct de vedere economic la crizd.

Key words: General Computable Equilibrium model, Social Accounting Matrix,
macroeconomic policy, policy response, inter-generational transfers, National Transfer Accounts.

Aemop ucnoivzyem npuxiaonyio mooeisb obwe2o pasnosecus (IIMOP), kanubposanuylo Ha
OCHOBe MamMpuybl COYUATLHO20 Yuema 01 IKOHOMuKU Monoossl u 0ononneHHy0 demozpaghuieckumu
OaHHBIMU, 4MOObl Omeemums Ha mpu eonpoca: 1) Kakoso ObLIO KpAmMKOCPOUHOE COYUANbHO-
akoHomuueckoe 8o30eticmseue COVID-19 ¢ mouku 3penust nona u 6o3pacma? 2) HACKOILKO 8ePOSMHO,
ymo mepol noaumuxu 2020 2o0a obecneuam adexkeamuwiti omeem Ha Kpusuc? u 3) cywecmeyem i
ayuwas  arbmepHamusHas noaumuxa? Modens npedckazvigaem, umo COBOKYNHuLUL d¢hghexm
9KOHOMUYeckux nompscenuti, evizeéanuvix COVID-19, cocmaensem okono 11% BBII u umo cnao
bOyoem 60 6cex cexmopax, Hauboiee 3ampoHymviMu u3 Komopwvix 6yoym mpancnopm, HORECA
(cocmunuybl, pecmopansl u Kage) u cekmop yciye npedocmasisiemvle HaceieHuio. B mpancnopmnom
cexmope 8 OCHOBHOM 3aHAMbL MYJHCUUHBL CPeOHe20 803pacma, a 8 08yX Opyeux - 21d6HbIM 00paA3oM
JceHwuH. Bospacmuas u nonoeas cmpykmypa 3aHAmMOCMU NO CEeKMopam O0O0bACHAem, NoYyemy
Mydicuunsl 8 gozpacme 25-34 nem u gncenwunsl 8 sozpacme 15-24 nem cmpaoaiom om HauboIbULE20
cHudiceHust 3apabommuoti naamul (10%). Ompadicas cHudiceHue 00X0008 IKOHOMUYECKU AKMUBHBIX
Kamez2oputi U  COKpaujeHue mpanHcghepmos GHYympu OOMOXO3AUCME, nompebienue Oemel
coomeemcmeeHHo cHudicaemcs. Cmapuiue NOKONeHUs, KOMopble 3a8UCAM OM 20CYO0apCHEeHHbIX
neHcutl, OMHOCUMENbHO JIyYUle 3auUeHbl OM COYUATbHO-IKOHOMUuYeckux nocredcmeutt COVID-19,
NOCKONbKY NEHCUU OCMAlomcsi CmaoulvHbiMy. AHanuz noxasvigaem, 4mo Mepbl, HPUHAMble
Ipasumenvcmeom, oxazanu uesnauumenvHoe enusnue, a cHudxcenue H/JC ona cexkmopa HORECA
UMeno  MeHbUull  KOMHeHcupyrowuti 3¢ggekm no cpasHeHuro ¢ NPAMbIMU  8bINIAMAMU
uHguyuposannviM  épavam u  cyocuouposanuem 3aumsmocmu. Couemanue QUCKATLHBIX U
CMPYKMYPHBIX Mep obecneyuno Obl Oojiee Cnpagediugblil 8 COYUANTbHOM U IKOHOMULECKOM OMHOUEHUU
bonee 2¢hghexkmusHbvILlL Omeem Ha KpU3UC.

Kntroueswie cnosa: [lpuxnaounas mooens obue2o pasnogecus, Mampuya coyuanvHozo yyema,
MAKPOIKOHOMUYECKAs NOTUMUKA, OMEenHtble Mepbl NOJUMUKU, MEHCHOKOJIeHYecKue mpancgepmol,
HayuoHaIbHble mpancghephvie cuema.

INTRODUCTION

The COVID-19 pandemic engendered a systemic impact on the Moldovan economy. Domestic
administrative restrictions and external shocks undermined the economic activities and boiled the
economic system down. Due do the multifaceted and often opposing changes shocks involved, a net
assessment of COVID-19 should account for general equilibrium effects. Computable General
Equilibrium (CGE) models are particularly useful for undertaking such system-wide analyses. They
consistently account for all changes in prices and quantities that shocks trigger in all markets.
COVID-19 may have also involved significant distributional effects, as the crisis did not equally hit
all economic sectors and, implicitly, all generations. It is thus of practical policy importance to
understand which economic sectors and social groups may have been hit particularly hard by the
crisis and to assess if the immediate policy measures offered a meaningful response to the crisis. If
not, what combination of policy tools would have suited this purpose better? To address these
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questions, we employ a CGE model calibrated on a Moldovan Social Accounting Matrix augmented
with demographic details.

LITERATURE REVIEW

CGE models have been widely used to assess the direct impact of the COVID-19 pandemic and
related restrictions. In UK, a CGE model was linked to a population-wide epidemiological and
demographic model to assess the macroeconomic impact of COVID-19 and to study the impact of
responses such as home quarantine, school closures, social distancing, and business closures (Keogh-
Brown et al., 2020). It shows that the pandemics may impose unprecedented economic costs on the UK
economy (7-10% of GDP). Whilst public actions are necessary to minimize the associated mortality,
without alternative measures to reduce the scale and duration of school and business closures, the
governmental economic support may be insufficient to compensate for longer term suppression of the
pandemic which could generate an even greater health impact through major recession.

For the South-African economy, (Erero & Mangalani, 2020) combine a CGE model with time
series models (Holt-Winter and SARIMA) to study the impact of COVID-19. Their results indicate
significant impacts on the macroeconomic variables, employment, sector production and households’
wellbeing. As suggested by their CGE model, South-African GDP, exports and private consumption
would drop by about 7.10%, 13.19% and 7.10% against the baseline scenario.

In examining the impact of the pandemics on the US economy, (Walmsley, Rose, & Wei, 2021)
consider three alternative scenarios of COVID-19 evolution: moderate and declining; moderate and
increasing; and extensive and increasing. They find that net losses for the US economy will range
from USD 3.2 trillion to USD 4.8 trillion in a 2-year period. The employment decline is estimated to
range from 14.7% to 23.8%.

CGE models are excellent tools when it comes analysis of the whole-of-economy impact.
However, they may be slightly agnostic in grasping distributional impacts. In order to overcome this
limitation, CGE results are often used to conduct micro-simulations based on survey data, such as
(Herault, 2005). This requires a structural compatibility of the CGE macro-model and the micro-
simulation model.

In the case when long-term inter-generational effects are the main object of study, many
economists prefer to use Overlapping Generation (OLG) models. For instance, (Gagnon, Johannsen,
& Lopez-Salido, 2020) use an OLG model to explore the implications of mortality during COVID-
19 pandemics for the US productive capacity. Their model suggests that the COVID-19 associated
mortality will have small effects on output and factor prices for the reason that it is small in proportion
to the population and skewed toward retired individuals. However, when combined with the broader
economic impact, the COVID-19 effects on the productive capacity are economically significant and
persisting for decades.

METHODOLOGY

Our analysis of the general equilibrium impact of COVID-19 in age- and gender-perspective
stems from the National Transfer Accounts for Moldova (NTA)®. The most important result from the
NTA Moldova is a constricted and short lifecycle surplus of Moldovans (Figure 1). With consumption
age profiles almost identical for men and women, the striking differences in the lifecycles of men and
women in Moldova being explained by the labor income differences (Gagauz, 2021). In turn, the
labor income differential comes from significant gender gaps in employment rate (as shown in

! The first-ever NTA for Moldova were built in 2016 by the Moldovan think-tank EXPERT-GRUP with the
UNFPA Moldova support. In 2020 the NTA was updated for the years 2018-2019 and improved.
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Figure 2) and in average wage (Figure 3). These gaps have been measured using two alternative
sources (Households Budget Survey and Labor Force Survey), with broadly concurring results.
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Figure 1. Annual consumption and labor income by ages and sexes in Moldova, 2019,

thousand MDL/capita
Source: calculated by author as part of the NTA Moldova 2019 exercise.
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Figure 2. Raw (dots) and smoothed (lines) employment rate in the year 2019 by ages, sexes
and sources of data, % of the group population
Source: calculated by author as part of the NTA Moldova 2019 exercise.
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Figure 3. Raw (dots) and smoothed (lines) average annual wage in the year 2019 by
ages, sexes and sources of data, MDL/capita
Source: calculated by author as part of the NTA Moldova 2019 exercise.

Large gender gaps in employment and wages persist across sectors. Transport, construction and
ICT activities are dominated by men, while education, HORECA?, health and financial sectors feature
women as main employees. The ICT is quite young and men-dominated whereas the agricultural
sector relies on relatively older employees of both sexes (Figure 4). Public administration, trade,
industry and services to business feature more even distributions of employees. Wages of men are
significantly higher than wages of women for all ages in agriculture, constructions, ICT, trade and

1 Hotels, restaurants and cafeteria.
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transport (Figure 5). Women wages are typically higher in the education and financial sectors. Among
all sectors, industry and public administration are the most egalitarian in terms of the gender pay gap.

ADM AGR COM CON EDU FIN HLT HOR ICT IND SPE SPR TRA

g111 1111Ll1l4§

15406590 15406590 15406590 15406590 15405590 15406590 15406590 15406590 15405590 15406590 15406590 15406590 15406590

Figure 4. Estimated shares in the total persons employed in 2019, by age,
sex and economic activities*, % of total persons employed**

Note: * - ADM — public administration, AGR — agriculture, COM —trade, CON — constructions, EDU — education,
FIN — financial sector, HLT — health protection, HOR — hotels, restaurants and cafeteria, ICT — ICT sector, IND —
industry, SPE — services provided to persons, SPR — services provided to businesses, TRA — transport. ** - for each
economic activity, shares by sex and age sum up to 100%.

Source: calculated by author based on the Households Budget Survey 2019.
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Figure 5. Average net annual wage in 2019 by age, sex and economic activity*, MDL
Note: * - see note in Figure 4.
Source: calculated by author based on the Households Budget Survey 2019.

The different age and sex profiles of employment and pay by economic sectors is the key reason
why the hypothesis of COVID-19 having differentiated age and sex impact is worthwhile being
assessed within a CGE-based economic analysis.
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In line with tradition, to get the age and gender-disaggregated distributional effects of COVID-
19, either the CGE results need to be used for micro-simulations or the CGE should be of an OLG
model. However, both options involve conceptual and computational complexities, therefore we
preferred a simpler solution. Our approach has been to integrate microeconomic and demographic
data in the CGE macroeconomic framework. Instead of using one “representative household” for the
entire economy in CGE model (as is most often the case in the economic literature), we replaced it
with a more refined structure of households. We used the NTA results and introduced in the Moldovan
CGE model 91 female and 91 male “households” representing the Moldovan population from age 0
to 90 years. These are still “representative” households, but they represent distinct age and sex
cohorts, rather than one amalgamated household.

We have also disaggregated the labor factor, by introducing 76 age subcategories for male labor
and 76 age categories for female labor (from 15 to 90 years in both cases) for each of the 13 economic
sectors included in the model.

In addition, we have the interhousehold private transfers introduced in the CGE/SAM (United
Nations, 2013). To do this, we have computed a 182x182 submatrix reflecting transfers from every
age category to every age category disaggregated by sexes.

We have employed the IFPRI standard CGE model, which is fully documented in (Lofgren,
Lee Harris, & Robinson, 2002). This is a static CGE and results should be interpreted as giving the
long-run magnitude of impact of the initial shock against the baseline. While omitting the details
related to transitional path to the new equilibrium and not incorporating firms’ responses, the
advantage of this approach is a better understanding of the socioeconomic exposure and vulnerability
to crisis. In the context of the static CGE model we used, the only optimization decision that
households take is related to the inter-temporal optimization of the consumption, i.e., allocating their
income for goods and services to maximize their utility. Any age cohort, including children, are
assumed able to realize and maximize the utility. This approach is not less realistic than the textbook
assumption that any aggregate category of households, in general, is able to optimize anything
deliberately, be it intra- or inter-temporally.

The model has been calibrated to the Moldovan economic data based on a 307 rows x 307
columns Social Accounting Matrix (SAM) for 2018. The core of the SAM is an input-output (10)
table for the year 2014, the latest for which official data are available. We have mathematically
augmented and adjusted the 2014 10 table to fit the 2018 key macroeconomic data using a cross-
entropy minimization method (Sherman, Moataz, & Andrea, 2001).

The CGE model used for this research includes 13 economic activities presented in the note
under the Figure 4. This selection represents the trade-off between the need to model the sector-level
impact of the COVID-19 restrictions and the limitations imposed by data and by the computational
complexity.

Scenarios
Shock- and policy-related scenarios simulated based on the CGE model are presented below.

COVID-19 economic shocks

Domestic administrative restrictions (DOM)

On 17 of March 2020, Moldova adopted administrative measures restricting the level of
economic activities in a number of economic sectors for 60 days. On May 15 some of the measures
have been extended until June 30 and some until mid-September. As economic consequence, the
efficiency of using the available production factors by various activities declined proportionally to
the length and depth of restrictions. We use the efficiency parameter a}® of the CES production
function in the CGE model to simulate the restrictions. In each of the 13 economic activities, the
efficiency parameter has been “shocked” by rates corresponding to changes in efficiency. The general
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loss in efficiency is assumed 16.7% (= 60 days of inactivity / 365 days). The more-disaggregated
sectors have been affected at different rates and duration, resulting in different rates of loss for the 13
modelled activities. In addition, some sectors (such as agriculture) have not been direct subject to
administrative restrictions (Table 1).

Decline of domestic exports (EXPO)

The COVID-related decline in external economic activity resulted in lower demand for Moldovan
exports. The level of exports is endogenous in the CGE model, so we do not model the reduction of
exports per se, but instead use the same efficiency parameter. Reduction in foreign demand can be
viewed as occurring due to external ‘administrative’ restrictions. We use the data on exports for 2020
to calibrate the losses in efficiency by economic activities due to contraction in external demand. This
method accounts for the fact that different economic activities depend differently on foreign markets.
The losses in efficiency are presented in corresponding column of Table 1.

Table 1

Activities’ losses in efficiency associated to scenarios DOM, EXPO and ALL, %

Activity

AGR 0.0 1.1 11
IND 0.0 4.6 4.6
CON 5.0 0.1 5.1
COM 7.4 0.0 7.4
TRA 10.0 10.1 19.5
HOR 16.7 0.9 174
ITC -5.0 1.2 -3.8
FIN 5.0 0.0 5.0
SPR 5.0 0.9 5.0
SPE 16.7 2.0 184
ADM 5.0 0.2 5.1
EDU 19.5 0.0 19.5
HLT 2.0 0.0 2.0

Source: author’s estimates.

Decline of processed reexports (REXP)

Some activities in Moldova (such as production of electric equipment) function in a dual
regime, by producing goods and by providing processing services of raw materials provided by
foreigners. In their case, the COVID impact also translated through reduction of foreign orders for
processing works. As data suggest, their losses represent around 3 months of the normal activity. We
model the impact through activity-level parameter 6, . - the yield of the output of the product c per
unit of activity a. The product c in this case refers to the service of processing raw material provided
by foreign owners.

Changes in terms of trade (TOT)

COVID-induced realignment of prices on the global markets improved the Moldovan terms of
trade. According to official data, in 2020 the price of the Moldovan agricultural exports gained around
10%, while industrial goods — around 3%. In case of imports, agricultural goods lost around 1%, while
industrial goods — around 3%. These developments compensated the negative shocks to some extent.

Reduction in remittances (REMIT)

According to the Balance of Payments, the remittances declined 3%. For lack of other details,
we apply a uniform adjustment rate to the income from remittances in all modelled households. The
differentiated response is thus expected to come from different shares of remittances in their income.
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All economic shocks (acronym ALL)
This scenario includes all domestic and foreign shocks as defined above. In this scenario the

efficiency losses from restrictive measures domestically interact with losses from external slump in
demand. For simplicity, we assumed that losses interact in a multiplicative manner. The values of the
combined losses are presented in the last column in Table 1.

Policy responses
We simulated the impact of four key policy responses that Moldovan government adopted in

2020 and of one alternative policy package:

1.

2.

Number of medical workers, persons

1500-

1000~

VAT: Reduction of the statutory VAT rate by 5% points for the HORECA companies.
MED: One-time personal indemnity for the medical personnel infected by COVID-19. This
response is likely to have differentiated impact by both age and sex, considering the structure
of employment by age and sexes in the health protection sector (Figure 6).

SUBS: Subsidies to mandatory fringe benefits of the personnel sent in technical
unemployment in the economic activities that have been subject to restrictive administrative
measures.

POL.: This policy scenario includes each of the three policy responses above + ALL.

POLL1: This scenario models an alternative policy, which encompasses the MED and the
SUBS responses above, and a 1 percent point VAT reduction applied uniformly to all
economic sectors (not only to HORECA). In addition, this scenario simulates structural
reforms and firms-level responses associated with a 5% reduction in trade and transport
margin + ALL.

Macroeconomic and factor market closure rules

The following additional hypotheses have been adopted:
There is unemployment in the Moldova economy, and wages adjust to equilibrate the labor
supply with demand. This is plausible especially as many Moldovan migrants returned home.
The exchange rate is freely floating. This hypothesis is pertinent considering the inflation
targeting strategy of the National Bank of Moldova.
Budgetary deficit is flexible, adjusting to the level of governmental revenues and
expenditures. This is a plausible hypothesis considering the exceptional circumstances
affecting the economy.
Investments are driven by savings which are computed as fixed share of the disposable
income, based on marginal propensity to save (SAM-based calculation).

Men Women

500-
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Figure 6. Distribution of medical workers by ages and sexes, persons
Source: calculated by author based on Households Budget Survey 2019.
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Simulation results

Macroeconomic and sector level impact. As shown in Table 2, COVID-19 is likely to have inflicted
large losses to Moldovan economy. In the ALL scenario, the GDP declines 11% against the baseline
scenario. Administrative restrictions (DOM) cost the GDP around 7.5%, while the external shocks on the
domestic exports (EXPO) — around 4%. Losses caused by reduction in processed reexports (REXP)
represent around 1%, while expected reduction in remittances (REMIT) — 0.1%. Compensatory
development in the Moldova’s terms of trade is significant (+1.1% to GDP), however, not enough to
compensate losses. Except the terms of trade scenario (TOT), the private consumption and fixed capital
investment decline in all scenarios, with domestic administrative restrictions causing the heaviest hit to the
capital investment. Under the REMIT scenario, the exports grow, while imports recede, due to depreciation
of the Moldovan currency following smaller inflows of hard currency from Moldovan migrants (Table 3).

The transport sector is the most affected by COVID-19, even though the administrative
restrictions it faced have not been the most severe. The transport sector output declines by 23% (Table
4), reflecting the net effect of both reduced domestic and foreign supplies of goods. The level of activity
in the HORECA sector declines by 23%, while the sector of services rendered to population — by 14%.
The output declines at significant rates even in sectors which have been not directly subjects of
administrative restrictions: agricultural output declines by 8%, while industrial output and the volume
of construction works — by 13%. This is the combined result of the reduction in external demand and
of domestic intermediate demand from sectors directly affected by administrative restrictions.

The impact of the policy response is remarkably shallow. The VAT response has negligible impact,
which is of no surprise considering the dramatic fall in demand of HORECA services. The impacts of the
indemnities paid by the government to health workers affected by COVID-19 and of the subsidies to
companies sending the staff in technical unemployment are more visible, however, the resources allocated
to them are very small. Combined, the three policy measures have a very modest compensatory effect:
the GDP under the POL scenario deviates from the ALL scenario by only 0.1% points.

The compensatory impact of the alternative policy scenario, which combines the indemnities,
the subsidies, a more modest but more egalitarian reduction in the VAT rate and structural policy is
by far more significant in macroeconomic terms. The POL1 scenario costs the budget even less than
POL scenario and it has a positive impact on the overall economic situation

Table 2

Impact on real GDP and main components, % deviations from the baseline

Economic shocks \ Policy responses
DO EXP | REX | TO | REMI | AL | VA | ME | SUB POL POL
M 0 P T T L T D S 1
Absorption -6.0 -3.3 -1.1 1.6 -0.4 -88 | 88| -83 | -84 | -83 | -6.0
Private consumption -4.5 -3.4 -1.1 1.7 -0.9 -79 | -79 | -6.8 -70 | -6.7 | -4.3
Fixed capital - - - -
investment 18] 44 14 21 06 | 147 | 147 | 153 | P3| 153 | 123
Exports -10.2 | -6.8 -2.3 0.4 0.3 177 | 177 | 181 -17.9 18.0 -15.0
Imports -5.1 -3.4 -1.2 2.1 -0.6 -7.8 | -7.8 -7.0 -7.1 -6.9 -54
GDP -75 -4.0 -0.9 1.1 -0.1 110 | 110 | 109 -10.9 10.9 -9.1

Source: CGE model results.
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Table 3
Impact on key macroeconomic indicators, % deviations from the baseline
Economic shocks Policy responses
EXP | REX | TO | REMI | AL | VA | ME | SUB | PO | POL
0 P T T L T D S L 1
REXR . 15 08 | -1.4 0.3 16| -16 | -21 | -19 | -21 | -1.2
Investment / GDP ratio . -1 -0.3 0.6 0.4 37| -3.7 | -4.2 42 | 42| -34
LS S JElnlp 04 | 01| 02| 00 |-10| -10| -10] -10 | -1.0| -06
Trade deficit . 1.5 0.6 -0.2 -0.3 3.1 3.1 3.5 3.4 3.5 2.5
Budget deficit -1.2 | -03 | 04 0.3 38| 38| 42 | -42 | -42 | -3.7
Source: CGE model results.
Table 4
Impact on the level of production of the key economic activities, % deviations from the
baseline
Economic shocks Policy responses

DOM | EXPO | REXP | TOT | REMIT | ALL | VAT | MED | SUBS | POL | POL1

-5.2 -3.4 -0.5 1.0 -0.2 80 | -80 | -7.8 -7.8 -7.8 5.1

7.2 5.1 -1.3 -0.2 0.0 -13.2 | -13.2 | -132 | -132 | -132 | -9.2

-11.0 | -41 -1.3 2.0 0.4 -13.7 | -13.7 | <142 | -142 | -142 | -114

-6.8 -4.3 -1.1 0.8 -0.2 -11.1 | -11.1 | -108 | -10.9 | -10.8 | -11.8

-145 | -122 | -0.1 2.0 0.1 -23.3 | -233 | -233 | -232 | -232 | -21.9

216 | -3.2 -0.4 2.7 -0.2 229 | -22.7 | -225 | -225 | -223 | -20.3

-0.8 -3.1 -0.6 1.4 -0.4 34 | 34 | -29 -2.9 -2.8 -0.8

-6.4 -3.0 -0.9 1.3 -0.5 92 | 92 | -85 -8.6 -8.5 -6.9

-7.1 -3.4 -0.8 1.5 -0.3 99 | 98 | -95 9.5 9.4 -8.1

-2.8 -1.4 -0.4 0.7 -0.3 41 | 41 | -38 -3.8 -3.7 -3.1

-3.9 -0.7 -0.2 0.5 -0.1 43 | 43 | -42 -4.2 -4.2 -3.7

-2.0 -0.9 -0.3 0.6 -0.2 28 | -28 | -25 -2.6 -2.5 -1.8

-13.0 | -2.8 -0.4 1.7 -0.3 -144 | -144 | <142 | -142 | -141 | -126

Source: CGE model results.

Distributional impact. Due to reduction in economic output, the COVID-19 results in
reduction of income and consumption expenditures of the Moldovan households. As shown in the
Table 5, the men of working age are hit harder by the COVID-19 socioeconomic fallout than women
in the same category. The male population aged 25-34 years are likely to experience the strongest
decline in their total income — around 11%. In case of women population, the younger cohorts suffer
bigger losses in income. Total income includes not only labor income, but also social payments,
transfers from other households, remittances, income from agricultural and non-agricultural
entrepreneurship and so on. The labor income is the main source of income for the working age
generations, the pensions — for pensioners, while public and private transfers (i.e., transfers from
“parents’ households”) are for households with children.

The sex-differentiated impact on the labor income can be explained two factors. First, for all
ages, the men face higher exposure to potential labor market shocks due to higher enrollment rates.
As seen in Table 6, the labor income of men, especially those in their mid-ages, suffer contractions
of around 10-11%, whereas the decline of the labor income of women in the same categories is a bit
smaller. Secondly, the sectors which experienced the hardest consequences of COVID-19 — including
transport and constructions — are dominated by middle-aged men. Nonetheless, it should be
mentioned that many women working in the HORECA and services to population sectors also have
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suffered heavy losses in their labor income. The aggregate losses per every age category came mostly
from reduction of labor demand and release of personnel.

It is worthwhile mentioning that the income gender gap is not present in case of children. The
population of girls and boys aged 0-14 are set to experience more or less equal reductions in their
income (around 9%). The missing gap is explained by the fact that their income is completely
determined by private interhousehold transfers. At the sending end, private transfers feature more or
less balanced mixes of adult female and male households with resulting transfers not having any
significant gender pattern.

Compared to younger generations, the older generations in the category of 65+ are likely to
experience the smallest reduction in their incomes — around 5%. Their expenditures rely more on
public pensions as main source of income and, to a lower extent, on private transfers from younger
cohorts. COVID-19 is not expected to have significant implications on public pensions and other
social transfers. This is why, in the case of pensioners, as in case of children, the COVID-19
socioeconomic impact does not have any significant gender pattern.

The evolution of the consumption expenditures reflects the total income pattern. With a linear
dependency between the level of total income and level of consumption expenditures, the
consumption adjusted proportionately to the losses in total income of every age group.

Again, we find little evidence that the policy package designed by the government in the year
2020 has had any meaningful impact compensating the welfare losses. At the same time, the proposed
alternative policy, provides a more tangible relief to all ages and to both men and women. The
reduction in transaction costs throughout the economy significantly increases the level of activity,
enhances the demand for labor factor across all sectors (except trade) and results in increase labor
income for all ages, men and women alike.

Table 5

Impact on total income by population groups and scenarios, % deviations from the baseline
Group Economic shocks Policy responses

DOM | EXPO | REXP | TOT | REMIT | ALL | VAT | MED | SUBS POL POL1
male 0-14 -5.1 -4.0 -1.3 2.1 -0.7 -8.7 -8.7 -1.7 -7.9 -7.6 -4.7
male 15-24 -5.4 -4.1 -1.4 2.2 -0.6 -9.0 -9.0 -8.1 -8.3 -8.1 -5.0
male 25-34 -6.8 -5.0 -1.7 2.5 -0.4 -109 | -109 | -10.3 | -104 -10.2 -6.8
male 35-44 -6.6 -4.8 -1.6 2.4 -0.5 -10.5 | -105 | -9.8 -9.9 -9.8 -6.4
male 45-54 -6.5 -4.7 -1.6 2.4 -0.4 -10.4 | -104 | -9.7 -9.8 -9.6 -6.2
male 55-64 -5.1 -3.6 -1.2 1.9 -0.9 -8.5 -8.5 -7.4 -7.6 -1.4 -4.4
male 65+ -1.9 -1.5 -0.5 1.0 -2.0 -4.9 -4.9 -2.8 -2.8 -2.8 -1.5
female 0-14 -5.1 -4.0 -1.3 2.1 -0.7 -8.7 -8.7 -1.7 -7.9 -1.7 -4.8
female 15-24 RN -3.7 -1.2 2.0 -0.8 -8.1 -8.1 -7.0 -7.2 -7.0 -4.2
female 25-34 KGR -3.2 -1.1 1.8 -1.1 -7.3 -7.3 -6.0 -6.1 -6.0 -3.5
female 35-44 K] -3.4 -1.1 1.8 -0.8 -6.6 -6.6 -5.3 -5.7 -5.2 -2.6
female 45-54 A -3.2 -1.1 1.7 -0.7 -5.9 -5.9 -4.6 -5.1 -4.6 -1.9
female 55-64 AN -2.3 -0.8 1.3 -1.3 -5.1 -5.1 -3.5 -3.7 -3.4 -1.5
female 65+ -1.9 -1.6 -0.5 1.0 -2.0 -4.9 -4.9 -2.8 -2.9 -2.8 -1.5

Source: CGE model results.
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Table 6.
Impact on income from labor by population groups and scenarios, % deviations from the
baseline
Group Economic shocks Policy responses
DOM | EXPO | REXP | TOT | REMIT | ALL | VAT | MED | SUBS | POL POL1
male 15-24 -5.5 -4.5 -15 | 2.2 02 | 91| 91 | -88 | -89 -8.7 -5.8

male 25-34 -6.7 -5.4 -1.8 2.4 0.0 -11.1 | -11.1 | -11.0 | -11.0 -10.9 -7.7
male 35-44 -6.6 -5.3 -1.7 2.4 0.0 -10.8 | -10.8 | -10.7 | -10.7 -10.6 -7.3
male 45-54 -7.1 -5.2 -1.8 2.4 0.0 -11.1 | -11.1 | -11.1 | -114 -11.0 -7.3
male 55-64 -6.7 4.7 -1.6 2.2 0.0 -10.3 | -10.3 | -10.2 | -10.2 -10.1 -6.3
male 65+ -2.0 -3.4 -1.1 1.9 -0.2 45 | -45 -4.2 -4.2 -4.1 -1.4
female 15-24 B 4.7 -1.7 2.3 -0.1 92 | 92 -9.0 -9.1 -8.9 -5.6
female 25-34 EENN -4.1 -1.4 1.7 -0.3 -6.8 -6.8 -6.4 -6.5 -6.3 -3.8
female 35-44 N -3.7 -1.4 1.6 -0.3 52 | -5.2 -4.8 -4.8 -4.7 2.1
female 45-54 R -3.1 -1.2 1.3 -0.2 -3.3 -3.3 -3.0 -3.1 -3.0 -0.5
female 55-64 0K -3.0 -1.1 1.5 -0.2 -32 | -3.2 -2.9 -2.9 -2.8 -0.3
female 65+ -0.2 -3.1 -1.0 1.7 -0.3 28 | -2.7 -2.3 -2.4 -2.2 -0.1
Source: CGE model results.

CONCLUSIONS

As suggested by CGE model, the cumulative effect of the COVID-19 economic shocks
represents around 10-11% of the GDP. This is largely in line with the real GDP reduction that
Moldova went through in 2020: -7.5 percent, against the 4.5% growth expected before COVID-19
(and drought) hit the Moldovan economy. Sectors dominated by SMEs suffer the heaviest economic
blows. The transport sector is expected to suffer the most significant reduction in output level (more
than 23% against the baseline). It employs men of all age categories, with mid-age adults dominating.
HORECA sector also suffered comparable losses, while the services provided to population is set to
decline 14%. Opposite to transport sector, these two typically employ women. The public economy
sectors (including public administration, health and education) are less vulnerable to COVID-109.
Again, these results are fully consistent with the effective figures seen in the 2020 statistics.

Reduction in output results in reduction of labor demand and, in some cases, in downward
adjustments of the wages. This is the key cause of significant welfare losses due to COVID-19. When
all domestic and external shocks combine, men of working age suffer the heaviest loss (around 11%)
in their labor income. Among other age categories of women, those in the 15-24 age category suffer
the largest reduction of wage income (around 10%), which is explained by the relatively high share
of employment of women in this age group in HORECA and population services sectors. Real data
show no significant reduction in the level of employment in general, however, there is a dramatic
two-fold increase in the underemployment rate, which is consistent with our findings.

Reflecting the income contraction of the breadwinning age categories, the consumption
expenditures for other ages adjust accordingly. Children’ consumption declines because of reduced
level of private transfers from adult generations, for whom wages and remittances are the main
sources of income and financing transfers to younger generations. The older generations relying on
public pensions are relatively better sheltered against the COVID-19 socioeconomic effects. Indeed,
according to budgetary reports for 2020, pensions and other social payments did not suffer reductions.

The policy response has had relatively low compensatory effect. The VAT reduction for the
HORECA sector does not have a sizable economic effect, even on the sector itself. Indeed, the
reduction in fiscal burden is of little relevance when the demand itself has been absent. The
indemnities paid for medical workers and subsidies on the mandatory social and medical
contributions related to staff in technical unemployment have more prominent impacts than the
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reduced VAT for HORECA, but, still, are negligible considering the small amounts of public
resources behind them.

We simulated a package of alternative policy measures. This package includes the indemnities
for medical workers and job subsidies but treat VAT reduction in a different manner — a more modest
1 percent reduction in the statutory VAT rate is applied but all activities are allowed to benefit of it.
In addition, this package mimics a structural policy resulting in a 5% reduction of trade margin and
transport margin for all sectors and all types of supplies (domestic, import, export). This reduction
can be achieved, for instance, by improving the competitive and anti-trust policies across all sectors
and does not require significant public expenses.

The trade sector has been found to be the only sector losing from this alternative policy package,
while others benefit greatly. This alternative package halves the loss in GDP, yet it is not sufficient
to fully compensate the loss, considering the depth, magnitude and time extent of COVID-109.

This result is quite significant and suggests that distributional impact of COVID-19 would be
economically more efficient and socially more just to be addressed by a more balanced mix of fiscal
and structural policies. The results of this research suggest that the Government should consider how
its policy targets the SMEs in the most exposed sectors (transport, services, HORECA). By their very
nature, many of these measures adopted so far have been designed to address the relatively large
companies, rather than the smallest ones, which suffer particularly severe forms of liquidity crisis.
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ABSTRACT

The Covid-19 crisis has severely affected Central and Eastern European (CEE) states, causing
major economic activities to be blocked during the pandemic, shrinking domestic demand and
investment. The aim of the research is to analyse the impact of the pandemic event on CEE banking
systems, in the light of the most relevant indicators of banking stability. Both qualitative and
quantitative research methods were used to achieve the goal. The results of the analysis revealed that
the pandemic crisis did not affect the quality of banking assets in the CEE, the rate of non-performing
loans remained at a fairly low level in the most of the states. At the same time, due to major reforms
that followed the international financial crisis of 2008, banks have a sufficiently high level of
capitalization and a reasonable level of indebtedness, reflecting a high resilience to shock of CEE
banking systems. However, extremely low level of interest rates in the pandemic have determined a
deterioration in asset performance in most banking systems in the CEE. Moreover, the outlook
regarding the CEE banking systems remains quite uncertain. Considering the large-scale measures
to reschedule credit rates, through moratoriums on bank loans, but also the financial support schemes
initiated by central banks and governments, the CEE region is facing high risk costs, which manifest
mainly through the migration over time of credit risk exposure. In this context, non-performing loan
ratios are expected to increase in the near future. Moreover, the widespread shift to lower interest
rates will exert pressure on lending margins.

Keywords: Covid-19 crisis, CEE banking systems, return on assets, return on bank capital,
bank capitalization, leverage ratio

Criza Covid-19 a afectat grav statele din Centrul si Estul Europei (CEE), provocdnd blocarea
activitatilor economice majore in perioada pandemiei, diminudnd cererea si investitiile interne.
Scopul cercetarii este de a analiza impactul evenimentului pandemic asupra sistemelor bancare din
CEE, in contextul celor mai relevanti indicatori ai stabilitatii bancare. Pentru atingerea scopului au
fost utilizate metode de cercetare atdt calitative, cdt si cantitative. Rezultatele analizei au relevat ca
evenimentul pandemic nu a afectat calitatea activelor bancare in ECE, rata creditelor neperformante
S-a mentinut in majoritatea statelor la un nivel destul de scizut. In acelasi timp, datoritd reformelor
majore care au urmat crizei financiare internationale din 2008, bancile au un nivel suficient de
ridicat de capitalizare §i un nivel rezonabil de indatorare, manifestand o rezistenta ridicata la soc a
sistemelor bancare din CEE. Cu foate acestea, nivelul extrem de scazut al ratelor dobdnzilor in
pandemie a determinat o deteriorare a performantei activelor bancare in CEE. Totusi, perspectivele
privind sistemele bancare din CEE ramane destul de incerta. Avand in vedere masurile de amploare
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de reesalonare a ratelor creditelor, prin moratoriile la creditele bancare, dar si schemele de sprijin
financiar initiate de bancile centrale si guverne, regiunea CEE se confrunta cu costuri ridicate ale
riscurilor, care se manifestd in principal prin migrarea in timp a expunerii la riscul de credit. In
acest context, se preconizeazd ca ratele creditelor neperformante vor creste in viitorul apropiat. Mai
mult, trecerea pe scard larga cdtre rate mai reduse ale dobdnzilor va exercita presiuni asupra
marjelor de creditare.

Cuvinte-cheie: criza de Covid-19, sistemele bancare din CEE, rentabilitatea activelor,
rentabilitatea capitalului bancar, capitalizarea bancard, gradul de indatorare

Kpusuc Covid-19 cepvesno zamponyn cmpanwl Llenmpansnoti u Bocmounou Esponwt (I[BE), 6
pesyibmame ue20 60 6peMs NnaHoemMuu Ovlia 3A010KUPOBAHA OCHOBHASL IKOHOMUUECKAs.
0esAmenNbHOCMb, YMo Npuseno K COKPAWeHUuro 6HYMpeHHe20 chnpoca u uxgecmuyutl. Llens
UCCe008AHUSL - NPOAHATUZUPOBAMb GIUSAHUE NaAHOeMuu Ha Oankoseckue cucmemvl ¢ [[BE 6 ceeme
Haubonee aKMYalibHLIX NoKaszameneli OAHKOBCKOU cmaburbHocmu. s oocmudiceHuss yeau
UCNONL308ANIUCH KAK KAYeCMBEHHble, MAK U KOJIUYeCMEEeHHble Memoobl ucciedosanus. Pezyiomamuol
AHAU3A NOKA3ANU, YMO NAHOEMUYECKUL KPU3UC He NOGIUL HA Kayecmeo OAHKOBCKUX AKMUBO8,
npoyeHm Hepabomarwux Kpeoumos 8 6OIbUUHCMEe CMPAH COXPAHUICS HA 00CMAMOYHO HUZKOM
yposHe. B mo oice epems, bracooaps Kpynuvim peghopmam, nociedo8asuium 3a MeicOyHaApOOHbIM
@unarncosvim kpuzucom 2008 200a, b6anku umerom 0OCMAamoyHo 8bICOKULL YPOBEHb KANUMAIUu3ayuu
U pasymuvili YPOGeHb 3A00IHCEHHOCMU, YMO OMPAMicaem GblCOKVI0 CMeneHb YCMOu4u8ocmu
oanxosckux cucmem L[BE x wokam. OOHako Kpatine HU3KULL ypo8eHb NPOYEHMHbIX CIMABOK NPUBET K
VXyoulenuro noxazamereti bankoeckux akmueos 6 L[BE. B mo oice apems nepcnexmuebi 6aHKo8CKUX
cucmem 6 [[BE ocmatomcsi 00601610 HeonpedenenHvimu. [Ipunumas 60 HumMaHue macuimadHvle
Mepbl NO UBMEHEHUI0 2papuKa 8bINAAm No Kpeoumam nocpeoCmeom MOpamopus Ha OAHKOBCKUe
ccyobl, a makxace cxemvl QUHAHCOBOU NOOOEPIHCKU, UHUYUUPOBAHHbIE YEHMPATbHbIMU OAHKAMU U
npasumenvcmeamu, pecuon L[BE cmankueaemcsi ¢ blCOKUMU UB0EPIHCKAMU NO PUCKAM, KOMOpble
NPOAGIAIOMCA 8 OCHOBHOM 6 NepeHoce KpeoumHozo pucka 6 0yodywee. B smom rowmexcme
oodicudaemcs, ymo 8 oaudicatiuiem Oyoywem noxkazamenu npodIemMusix Kpeoumos evipacmym. bonee
Mo2o, NoBcemMeCmHblll nepexo0 K Oojiee HUKUM NPOYEHMHbIM CMABKAM OKAdcem OdeleHue Ha
KPEOUMHYI0 MApHCy.

Knruesoie cnosa: Kpusuc Covid-19, 6anxosckue cucmemul [{BE, penmabenvnocms akmueos,
PEHMAabenbHOCMb OAHKOBCKO20 KANUMAA, KANUmManu3ayus 6aHKos, CmeneHb 3a0014CeHHOCU

INTRODUCTION

The Covid-19 pandemic caused an unprecedented economic and health crisis. Despite the
financial turmoil that took place in 2020, banks have been a significant source of resilience. Due to
major reforms that followed the international financial crisis of 2008, banks were much better
capitalized and more liquid this time. According to Giese and Haldane (2020), banks were actually
part of the solution to the crisis, rather than part of the problem. Moreover, considerable fund injection
from central banks, along with strong preshock bank capital, explain why banks were able to
accommodate increased liquidity demands (Li et al., 2020). However, given the close link between
the economic situation and the banks’ health, the economic consequences of the Covid-19 crisis will
be felt in a short time by banking systems as well. The extent and impact of this erosion on the stability
of banks is yet to be known, mostly because many of the granted loans have been deferred through
moratoriums or restructured for a longer period of time. In addition, unprecedented fiscal and
monetary support offered by governments and central banks has helped maintain the flow of credit to
businesses and population, thus alleviating the economic and financial shock. However, experts
believe that banks could face a substantial increase in non-performing loans (NPL) when fiscal and
monetary support programs will be abruptly withdrawn, but also due to an increased insolvency of
the population and businesses (OECID, 2021). In addition to the adverse effects induced by the
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Covid-19 crisis, there are a number of important challenges that affect the traditional business model
of banks, i. e. persistent low interest rates, changes in the regulatory framework, but also increased
competition from shadow banks and new digital market participants (Carletti et al., 2020).

However, the impact of the current crisis on banking systems will be different from that of the
international financial crisis, as the financial resilience of banks has significantly improved since then,
with revised capital requirements for commercial banks and new shock-absorbing buffers (BIS,
2017). Since 2015, international banking regulations have improved the quality of the banking capital,
by changing the definition of equity and increasing the requirements for the minimum level of the
Tier 1 and Common Equity Tier 1 capital ratios. Moreover, several novel countercyclical
macroprudential tools have been introduced, i.e. the capital buffer, the countercyclical capital buffer
and the buffer for systemically important institutions. In addition to these three buffers, EU Member
States have also applied the systemic risk capital buffer at their discretion. Furthermore, in order to
prevent the excessive accumulation of debt, which was one of the weaknesses of the pre-crisis
financial system, a minimum level of leverage has been introduced (that must at least equal 3%). In
addition, the new macroprudential framework has set minimum liquidity standards for credit
institutions, through the liquidity coverage ratio and net stable funding indicator. Under these
conditions, banks significantly increased their capital and liquidity reserves.

To overcome the challenges posed by the pandemic crisis, banks will have to increase their
loan-loss provisions that will affect bank capital. Therefore, financial authorities need to consider
additional measures to improve credit quality oversight and resolution and recovery regimes, in order
to provide means to address the challenges of a potential deterioration in the quality of banking assets.

LITERATURE REVIEW

The Covid-19 crisis has spurred financial research related to the impact of the pandemic event
on bank performance and business models, but also to different scenarios regarding the resilience of
banking systems in the post-Covid-19 period. Moreover, considering the unprecedented monetary
and fiscal support in stabilising the economy and the financial system in 2020, many studies have
approached the impact of this support on banks (Demirguc-Kunt et al., f.a.). Found that liquidity
support, borrower assistance programs and monetary easing lessened the negative impact from the
pandemic crisis, but it varied across banks and countries. According to OECD scenarios (2021),
extending the deadline for monetary and fiscal support measures would reduce the severity of the
impact of the Covid-19 crisis on the NPL ratios, keeping them below the levels reached during the
2008 financial crisis in most countries. On the other hand, the premature withdrawal of this support
would cause a substantial increase in NPL, exceeding the levels recorded during the previous crisis
in a number of economies. At the same time, the same study reveals that banks could face Tier 1
equity cuts in both developed and emerging economies, despite broad monetary and fiscal support
measures.(Kasinger et al., 2021) emphasizes the importance of an early and realistic assessment of
credit losses in the context of the Covid-19 crisis, in order to mitigate the negative effects on European
banks. According to the authors, with the cancellation of moratoriums and other support measures in
the context of the crisis, European banks will face a wave of NPL. The empirical analysis of Kasinger
et al. (2021), on a sample of 15 European countries, notes the existence of a sufficiently high level of
aggregate bank capital to absorb the potential losses generated by NPL, even in the possibility of an
adverse scenario. However, the results of the study show a substantial heterogeneity between
countries, both in terms of the potential amount of NPL and the ratio between NPL to bank capital.
In this context, in order to avoid a potential banking crisis, regulators need to ensure that banks
realistically assess current lending volumes, through effective asset quality review, stress tests and
appropriate accounting rules. Another study, which looked at the performance of US banks, suggests
that the effect of the Covid-19 crisis is less obvious from the analysis of bank balance sheets,
considering the impact of easing regulatory requirements on credit classification and provisions
creation (Beck and Keil, 2021). The authors identified an increase in the volume of loans meant to
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support the US economy, driven mainly by government support programs, as well as a tightening of
credit conditions.

As for banking systems in CEE, according to a report by Raiffeisen (2020), they will experience
a significant deterioration in the quality of assets in 2021, generated by additional risks from retail
loans and those granted to SMEs. In general, the non-performing loan ratio is expected to increase to
4-8% in Central Europe and to 7-10% in South-Eastern Europe according to this report. Moreover,
the significant presence of foreign banks in CEE and their pro-cyclical credit behaviour (Nitoi et al.,
2021) could exacerbate the situation in CEE.

Data sources and methods

The article aims to analyse the impact of the Covid-19 crisis on the stability of the CEE banking
system. ! First, the authors evaluate the economic environment in CEE, using three main
macroeconomic indicators, i.e. GDP growth, budget balance and change in exports of goods and
services. Second, the paper investigates CEE banking systems from the perspective of the most
relevant indicators of banking stability, i.e. the non-performing loans ratio, return on assets, return on
equity, Tier 1 equity ratio, Common Equity Tier 1 ratio, and the leverage ratio.

In order to achieve the goal, both qualitative and quantitative research methods were used. The
data for performing the analysis were extracted from two databases, i.e. the IMF World Economic
Outlook database, for the analysis of macroeconomic indicators, but also the European Banking
Authority database, for the analysis of performance and banking stability indicators in CEE countries.

The macroeconomic environment in the context of the Covid-19 crisis

The banking systems in CEE experienced a remarkable stability in the period 2017-2019, which
was characterized by high levels of capitalization and profitability, determined mainly by the favourable
macroeconomic environment in the region. The quality of bank assets in this group of states has
significantly improved over these three years, as a result of the decrease in the non-performing loans
rate, but also as a result of increases in the rate of return and adequacy of bank capital. The growth of
lending activity, fuelled by the intensification of economic and investment activities, has generated high
levels of bank profits in almost every country in the region (Raiffeisen, 2020).

However, this positive trend was disrupted by the Covid-19 pandemic, which had major
negative repercussions on the CEE economies, blocking important economic sectors. To avoid an
economic collapse, the governments and central banks of these states have taken a number of fiscal,
monetary and regulatory measures, which have mitigated the negative effects of the pandemic crisis.
Despite these measures, the pandemic caused GDP fall offs in all CEE countries, declines in domestic
demand and investment, rises of budget deficits and significant declines in exports.

The most severe GDP contractions in 2020 were recorded in Croatia (-9%), the Czech Republic
(-5.6%), Slovenia (-5.5%), the Slovak Republic (-5.2%) and Hungary (-4.9%) (IMF, 2021). At the
same time, the economies of Romania, Bulgaria and Latvia fell by an average rate of only -3.7% in
2020. The most resilient states in the face of the crisis caused by the pandemic were Estonia, Poland
and Lithuania, which experienced an economic decrease of -2.9%, -2.7% and -0.8%, respectively, in
2020 compared to the previous year (Figure 1).

! According to the OECD classification, the group of Central and Eastern European states includes: Albania,
Bulgaria, Croatia, the Czech Republic, Hungary, Poland, Romania, Slovakia, Slovenia, Estonia, Latvia and Lithuania. As
Albania is not a Member State of the European Union it was excluded from the research sample.
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Figure 1. GDP growth rate in CEE countries, 2017-2020 (%0)
Source: authors, based on IMF (2021a)

In this context, fiscal measures have become widespread in all CEE countries in 2020. These
have taken the form of temporary tax exemptions for the most affected categories of people and
businesses, the reduction of value added tax on certain products and services affected by pandemic,
increases in unemployment benefits and other social benefits, granting subsidies to companies in the
sectors affected by the pandemic, increased spending in the health and public administration sector,
etc. (IMF, 2021). As a result, budget deficits have risen significantly in all CEE countries, in most
cases exceeding the levels reached during the global financial crisis. The most severe fiscal
imbalances were registered in Romania, Hungary, Slovenia, Poland and Lithuania, all exceeding the
-8% of GDP in 2020 (Figure 2). Croatia and Slovakia reached -7.8% and -7.3%, respectively, while
the rest of the sample countries experienced fiscal deficits below -6%. Bulgaria performed best in this
regard, with a budget deficit of only -3%.
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Figure 2. Budget balance in CEE countries, 2017-2020 (% of GDP)
Source: authors, based on IMF (2021a)

Moreover, in the context of the disruption of global value chains and the decline in global external
demand in 2020, exports of goods and services have plummeted in CEE countries (Figure 3).
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Figure 3. Change in exports of goods and services of CEE countries,
during 2017-2020 (in %)
Source: authors, based on IMF (2021a)

All the states in the sample, without exception, experienced a major decrease in the volume of
goods and services exported. The most affected by the pandemic were Croatia and Hungary, which
recorded decreases of -26.8% and -14.6%, respectively, in 2020 compared to the previous year.
Romania, Bulgaria, Slovenia and Slovakia experienced contractions between -9% and -7%, while
Latvia, Lithuania and Poland suffered less compared to other states, reaching rates below -3%
compared to 2019.

CEE banking systems during the pandemic event

Following the severe deterioration of the macroeconomic environment, CEE banks have faced
a declining demand for loans for the first time in five years, especially in investment lending (EIB,
2020). In the light of this development, the CEE central banks have initiated monetary policy rate
cuts, significant liquidity injections, but also regulatory measures, to mitigate the economic and
financial shock. For example, the Czech National Bank reduced the base rate from 2.25% in February
2020 to only 0.25% in December 2020, Poland facilitated lending by lowering the base rate from
1,5% in February 2020 to 0.1% at the end of the year, while Romania experienced a decrease in the
monetary policy rate from 2.5% to 1.5% in the same period. Moreover, central banks injected
unprecedented volumes of liquidity through repo operations and purchased government bonds on the
secondary market, thus expanding their assets several times. The largest increase in assets in the
pandemic year was registered by the National Bank of Hungary, with 64% compared to the previous
year, followed by the National Bank of Poland, with 40%, and the National Bank of Romania, with
20% (Clichici et al., 2020). In addition, central banks have implemented new instruments of unlimited
lending to banks, eased minimum reserves requirements, relaxed the prudential requirements for
mortgages, introduced the moratorium on loans in pandemic conditions, etc.

In addition, to reduce the growing exposure to credit risk caused by the increasing default of
debtors, and to avoid rising non-performing loan ratios, CEE banking systems have tightened lending
standards in 2020 for both companies and households (European Investment Bank, 2020). These
actions have contributed to maintaining a rather low level of non-performing loan ratio, similar to
that of 2019 in most countries. The non-performing loans ratio increased moderately only in the case
of the Czech Republic, from 1.3% in 2019 to 1.5% in 2020, and in the case of Poland, from 4.8% in
2019 to 5.1% in 2020. Generally, we notice an improvement tendency of this indicator in most CEE
banking systems, starting with December 2018 (Figure 4).
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Figure 4. Non-performing loans ratio in CEE countries, 2018-2020 (%0)
Source: authors, based on EBA (2021)

Despite the maintenance of credit risk at a relatively similar level to that of the pre-pandemic
period, and the increase in domestic credit to the private sector, most banking systems in CEE have
experienced a deterioration in asset performance (Figure 5). This evolution was determined by the
extremely low level of interest rates in the pandemic, which further decreased bank revenues collected
from the lending activity.
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Figure 5. Return on assets of the banking systems in CEE countries, 2018-2020 (%0)
Source: authors, based on EBA (2021)

Also, the return on equity decreased in all states during the pandemic, with the exception of the
Slovenian banking system, which saw an increase in this indicator from 10.6% in 2019 to 16.6% in
2020 (Figure 6).
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Figure 6. Return on equity of the banking systems in CEE countries, 2018-2020 (%)
Source: authors, based on EBA (2021)

We will further analyse the Tier 1 equity ratio, the Common Equity Tier (CET1) ratio and the
leverage ratio in the EU Member States. The Tier 1 equity ratio® has increased in most CEE banking
systems. This indicator is above the minimum level set by the new Basel 11l regulatory framework
(6%), reflecting a high level of shock resilience of CEE banking systems. Moreover, most states have
values above 20%, except for Hungary, Poland, Slovenia and Slovakia (Figure 7).
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Figure 7. Tier 1 equity ratio of the banking systems in CEE countries, 2018-2020 (%0)
Source: authors, based on EBA (2021)

! The Tier 1 ratio is the share of the institution's basic Tier 1 own funds and additional Tier 1 capital in risk-
weighted assets (Source: http://eur-lex.europa.eu/ legal-content / RO / TXT / PDF /? uri = CELEX: 32013R0575 & from
=en).
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Apart from Poland, the CET1! ratio is above the minimum requirements set by the Basel 111
framework (at least 4.5% since 2014). The most capitalized banking systems are found in Slovakia
(16.6%), Romania (11.4%) and Lithuania (11.2%) (Figure 8).
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Figure 8. Common Equity Tier 1 ratio in CEE countries, 2018-2020 (%0)
Source: authors, based on EBA (2021)

Currently, leverage ratio of banking systems in the CEE countries, measured by the banks’
equity to assets ratio, varies between 12.5% in Croatia and 6.8% in the Czech Republic. In all CEE
states the minimum leverage ratio requirement of 3% is met (Figure 9).
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Figure 9. Leverage ratio of the banking systems in CEE countries, 2018-2020 (%0)
Source: authors, based on EBA (2021)

The equity to assets ratio has increased mainly due to the decrease of total assets and the
consolidation of the capital base. These data suggest the existence of a sufficiently high level of
aggregate bank capital to absorb potential losses from non-performing loans in CEE countries.

CONCLUSIONS

CEE banking systems have been clearly affected by the pandemic event in 2020. Despite
maintaining credit risk at an approximately similar level to that of the pre-pandemic period, CEE
banking systems experienced a deterioration in profitability indicators. This evolution was

! The Common Equity Tier 1 ratio (CET1) is the share of CET1 equity in risk-weighted assets (Source: http://eur-
lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32013R0575&from=en).
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determined by the extremely low level of interest rates in the pandemic, which further decreased bank
revenues collected from the lending activity. At the same time, banks have a sufficiently high level
of capitalization and a reasonable level of indebtedness, reflecting a high degree of CEE banking
system shock resilience.

However, considering the large-scale measures to reschedule credit rates, through moratoriums
on bank loans, but also the financial support schemes initiated by central banks and governments, the
CEE region is facing high risk costs, which manifest mainly through the migration over time of credit
risk exposure. On the one hand, the support policies offered by states have played a crucial role in
stabilizing the quality of banks' assets, on the other hand, a premature withdrawal of monetary and
fiscal support could cause a sharp rise in default rates in the coming period. Based on these arguments,
non-performing loan ratios are expected to increase in the coming months. Moreover, the post-Covid
environment has revealed a widespread shift to lower interest rates, which will exert pressure on
lending margins. Given the pressure on banks’ revenues, smaller banking institutions will face
challenges related to low levels of profitability and capital, which requires for the initiation of
consolidation actions within the CEE banking sector in the coming years.
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ABSTRACT

One might think that the pandemic had a devastating effect on gambling businesses, due to the
long-time closures of arcades. This could have also damaged public finances, considering the revenue
from taxes and duties, the fact that the serious social risks due to possible deviance.

This research analyses the economic and financial dynamics of Italian gambling companies
between the two major international crises, while also trying to verify possible relations with the
general economic cycle.

Research methods. The financial statement data of about 1200 firms with a turnover of more than
€800,000, for the 2009-2020 decade, were analysed, illustrating the average trends of Roa and Quick
Ratio, for Italy and each of its macro-areas (North, Centre, and South). The data have been subjected
to statistical processing. The Anova and Tukey-Kramer methods were used for comparison between
macro-regions.

The results show that the companies in the sample have an irregular but always positive and
increasing ROA, with some exceptions. There are no significant differences between the varioust
geographical areas. An excellent short-term financial situation is evident everywhere, with
increasing and sometimes excessive cash balances.

This study complements the economic literature on gambling companies, which is lacking. It
confirms some of the findings of other scholars who have already highlighted the reduction in
profitability during crises, when other authors have highlighted similar profitability trends in other
sectors. This quantitative research highlights the high earnings that justify proliferation of gambling
companies. Public policies should be attentive to the sector that complements national GDP, but can
generate serious social pathologies. In the theoretical profile, the aggregation of balance sheets used,
however, organised, can prospectively become a useful model for interpreting complex phenomena.

Keywords: gambling companies, Italy, performance, Roa, Quick ratio, Anova.

S-ar putea crede ca pandemia Covid-19 a avut un efect devastator asupra afacerilor cu jocuri
de noroc, din cauza inchiderii indelungate a localurilor cu aparate jocuri de noroc. Acest lucru ar fi
putut, de asemenea, sa afecteze finantele publice, avind in vedere veniturile din taxe si impozite,
astfel crednd unele riscuri sociale din cauza posibilelor abateri.

* This paper is the result of collaboration between the two authors. It is however possible to attribute to Monica Di
Stazio the paragraph ""Main results', with relative sub-paragraphs. The other paragraphs are by Guido Migliaccio..
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In aceastd \ucrare se analizeazd dinamica economica si financiard a companiilor italiene de
Jjocuri de noroc intre cele doua crize internationale majore, pentru a verifica, de asemenea, posibilele
relatii cu ciclul economic general.

Au fost analizate datele privind situatia financiard a aproximativ 1200 de firme cu o cifra de
afaceri mai mare de 800.000 de euro, pentru perioada de zece ani 2009-2020, ilustrdnd tendintele
medii ale Roa si Quick Ratio, pentru Italia si pentru fiecare dintre macrozonele sale (Nord, Centru
si Sud). Datele au fost supuse unei prelucrari statistice. Pentru comparatia intre macroregiuni, au
fost utilizate metodele Anova si Tukey-Kramer.

Rezultatele au demonstrat ca companiile din esantion au un ROA neregulat, dar intotdeauna
pozitiv si in crestere, cu cdteva exceptii. Nu exista diferente semnificative intre zonele geografice. O
Situatie financiara foarte bund pe termen scurt este evidenta peste tot, cu solduri de numerar in
crestere §i uneori excesive.

Acest studiu completeaza literatura economica privind companiile de jocuri de noroc, care este
foarte deficitara. Se confirma unele dintre concluziile altor cercetatori care au evidentiat reducerea
profitabilitatii in timpul crizelor, pe cand alti autori au evidentiat tendinte similare de rentabilitate
in alte sectoare. Aceasta cercetare cantitativa evidentiaza profiturile ridicate care justifica
proliferarea companiilor jocuri de noroc. Politicile publice ar trebui sd fie atente la acest sector care
contribuie la formarea PIB-lui national, dar care poate genera patologii sociale grave. In profil
teoretic, agregarea bilanturilor utilizate, oricdt de organizata, poate deveni, in perspectiva, un model
util pentru interpretarea unor fenomene complexe.

Cuvinte-cheie: companii jocuri de noroc, Italia, performanta, Roa, Quick ratio, Anova, testul
Tukey Kramer.

Mooicno npeononoscums, umo nanoemus Covid-19 okasana paspyuumenbHoe 8030eticmaue Ha
UCOPHBIL OU3HEC, 8 C6A3U C ONUMENbHbIM 3AKPLIMUEM 3a108 USPOBbIX ABMOMAMOo8. Dmo maxice
MO2Nl0 HaHecmu yuwepb 20Cy0apcmeeHHbIM (QUHAHCAM, YYUmMbleds 00X00bl OM HALO208 U cOOpPOS,
npeocmasias cepbesHvle COYUANbHBIX PUCKU U3-3A BOZMONCHBIX OMKIOHEHUIL.

B oannom uccredosanuu amanusupyemcsi 9KOHOMUYECKAs U (PUHAHCOBASE OUHAMUKA
UMANbAHCKUX USPOBBIX KOMNAHUL 8 Nepuod MedxHcoy O08YMs KPYNHbIMU MeHCOYHAPOOHBIMU
KPUBUCAMU, A MAKIHCE NPOBEPSIOMCIL BOZMONCHBLE CEA3U C 0OUUM IKOHOMUUECKUM YUKTOM.

Bviiu npoananuszuposanvt oannvle Qunancoso omuemnocmu oxono 1200 xomnaunuil 6
obracmu ueoproeo busneca ¢ obopomom 6onee 800 000 espo 3a decamunremnuti nepuod 2009-2020
22, nokasvigarowjue cpeoHue meHoeHyuu kod¢pguyuenmos Roa u Quick Ratio ons Hmanuu u
Kadxcoozo u3 ee wmakpopeeuonos (Cesep, Llenmp u [FOz). [Jaunvie Oviiu nooseperymul
cmamucmuyeckoll obpabomxe. [{na cpasHeHus Mexcoy MaKpopecUOHAMU UCTONb308ANUCH MeMOObl
Anova u Tukey-Kramer.

Pe3ynomamut uccnedosanuii noxazanu, 4mo KOMRAHUU 8 8bLOOPKe UMEION HePABHOMEPHYIO, HO
6ce20a NOOACUMENbHYIO U PACMYUWYIO PEHMADEebHOCHb AKMUBOS, 34 HEKOMOPbIMU UCKTIOYEHUSMU.
Medsicoy ceoepaghuueckumu pecuonamu vem cywecmeeHuvix pasnudui. Iloscemecmno nabnooaemces
OYEHb XOPOWAs KPAMKOCPOUHAs (PUHAHCOBAsSL CUMYAyUsl, C PACMYWUMU U UHO20Ad YPe3MEPHbIMU
0CMamkamu OeHeHCHbIX CPeOCms.

Hannoe uccnedosanue nononusem IKOHOMUYECKVIO UMepamypy, Kacaoujyrocs Uueposvix
KOMNAHUil, KOmopou o4eHv He xeamaem. OHO nOOmMeepicoaenm HeKOmopble 8bl800bl OPYUX VUEHbIX,
KOMmMOopbie yoice OmMeuan CHUx3ceHue NPpUdbLIbHOCMU 80 8peMsl KDU3UCO8, M020d KaK opyaue agmopbl
ommeyanu noooOHbvle MeHOeHYUU PeHmMabelbHOCmuU 8 Opyeux cekmopax. /[aHHoe KoauuecmeeHHoe
uccne0o8amue no0YepKUBaem 8blCoKUe 00X00bl, KOMopbvle Onpagoblearom pacnpocmpanetue U2OPHbIX
komnanuil. locyoapcmeennas Noaumuka OONHCHA OblMb BHUMAMENbHA K CEKmMopy, KOmopulil
cnocobcmeyem  popmuposanuro  HayuouaieHozo BBII, no mootcem noposxcoams  cepbesHble
coyuanvbHble namonocuu. B meopemuueckom niamne ucnonv3yemas azpecayusi OAIAHCOBbIX OMUYEmos,
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Kak Obl OHA HU ObLIA OP2AHU30B8AHA, 8 NEPCHEeKMUBE MOXdCem CMmamv HOJLE3HOU MOOelblo OJis
UHMepnpemayuu C10NCHbIX S61EHUIL.

Kntouesnie cnosa: ucopmwiii ousnec, Umanus, npouzeooumenvrocms, Poa, koagguyuenm
bvicmpooeticmeus, Anova.

INTRODUCTION

Gaming meets the need for entertainment. The outcome may depend on the skill or luck of the
players (Caillois et al., 2007). Randomness characterises gambling (Altavilla, 1963). Occasional gambling
is not a pathology. It becomes so when it compromises psychophysical balance (Galimberti, 2019).

Few specialised suppliers of equipment, gaming software, if not self-produced, and financial
transactions characterise the industry supply chain (Vaughan-Williams & Siegel, 2013).

High international competition characterises the market. People of different social classes and
education play.

Business operational risks are modest, mainly related to the development of the regulatory
framework. Problems related to the security of financial transactions and computer fraud are less
likely to occur in addition to sports fraud.

The profit margin also depends on taxation.

Growth and business development possibilities depend on the physical or virtual market or the
differentiation and diversification of games.

In Italy, the Customs and Monopolies Agency supervises legal gaming (Sbordoni, 2010).
Studies and debates have followed one another in a necessary interweaving of psychological,
sociological, legal, and economic aspects (La Rosa, 2016a), while the reflection on the managerial
and economic-financial characteristics of the companies of the sector to which this contribution is
dedicated became relatively marginal, answering some questions:

RQ1: what was the trend of profitability in the decade considered?

RQ2: How did the financial dynamics evolve?

RQ3: has the location of companies affected profitability and financial balances?

RQ4: What have been the effects on the sector of national policies to deal with the pandemic?

Everything refers to the Italian context, which may be a useful reference for other countries.
After the main bibliographic references, the methodology used to elaborate the values of the financial
statement is outlined. Then, the main results, implications, limitations of the research, and possible
developments of the study with critical considerations and conclusions.

LITERATURE REVIEW

The bibliographic sources are numerous (Teucci, 2019). More recently, an extensive literature
search on the subject has been proposed using four emerging keys: adolescent gambling, health
conditions, and problem gambling, and dark nudging (Buchanan & Shen, 2021).

It is first necessary to refer to the themes of addiction (Gambling Disorder), which is,
unfortunately, more frequent among fragile people: adolescents (Zenarolla, 2017) and the elderly
(Croce et al., 2017). On these aspects, it is necessary to refer to contributions from psychology and
sociology (Galimberti, 2019; Zappolini & Scigliano, 2019). There are frequent public health scares
(Capitanucci, 2004) and possible criminal deviance (Berrittella & Provenzano, 2016).

Recently, probably also due to the effect of the pandemic, there has been an increase in studies
on market dynamics more or less related to typical gambling methodologies. This is the case, for
example, of the research by Chen et al. (2021) who studied the relationships between gambling
sentiment and stock market outcomes, to the extent of measuring how gambling captures market
bubble events and how it predicts stock and option returns (Chen & Gan, 2021). These are important
assumptions that correlate classic gambling patterns with market trends in other assets and with the
choices of stock market investors who are motivated by the expectation of capital gains over rising
stock price assumptions (Zhu et al., 2021). Indeed, stock market speculators are also gamblers...
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There has also been a proliferation of studies on gambling promotions, especially on their
advertising (Micangeli, 2021). This is in the context of more articulated marketing analyses that
sometimes distinguish between different types of players, their perceived values, the satisfaction they
have for gambling, and their propensity to reach specific destinations where gambling is widespread
and technologically advanced (Li et al., 2020). Indeed, technology has given a considerable boost to
gambling, especially online (Liu et al., 2021).

Closer to the intentions of this research is the study by Lim and To (In press) who analysed the
economic impact of a pandemic on the tourism economy. However, the authors focused their studies
only on Macao's destination, which had already been the subject of some previous valuable analyses
(Liu et al., 2020), concluding that the local situation is characterised by a gambling-dependent
economy. This conclusion is justified because the revenues of the local gambling industry are mainly
dependent on tourists. The local industry is experiencing an unprecedented decline in revenue due to
the collapse of tourism because of the pandemic. However, this is a different context from Italy where
gamblers are predominantly residents. In the last decade, profound changes have taken place in the
regulation of the gambling market in Italy, making it the largest in Europe. This has had intuitable
social effects only partially offset by the rise in tax revenues that have generated justified concerns
about the distributional effects of related tax revenues, given that it is widely recognised that poorer
individuals are more attracted to gambling (Gandullia & Leporatti, 2019).

It is precisely this significant opportunity for Italian tax revenues that leads to the presumption
that the local gambling industries are highly profitable. From this justified presumption, the first
research hypothesis derives:

(H1) companies have positive and sometimes high profitability, measurable through the
classical balance sheet ratios.

This is considering the characteristics of the betting market in Italy.

Scientific contributions of a typically economic-business matrix are more scarce.

The study by Ligonie (2018) impregnated on strategies is useful. The studies by Mazza (2012)
and Calvosa (2013) focus on the Italian situation. More numerous are the writings that focus on the
communication methods for gambling companies to promote their product (Ciofalo et al., 2016; La
Rosa, 2016a), through links with other goods (Maher et al., 2006).

Studies on personnel are also reported to prevent pathologies (Kalke et al., 2011; La Rosa,
2016a) (Kalke et al., 2011; Ramaci, 2016).

The accounting and reporting aspects have not given the development they deserve. This
quantitative analysis wants to remedy this shortcoming, also to verify whether the collection normally
in cash favours financial management. That is, it is necessary to verify whether the following:

(H2) companies have a good financial situation, measurable through the classical balance
sheet ratios.

Additionally, it should be verified whether

(H3) there is a relationship between the economic-financial balance of the companies and the
territory.

This is especially true in Italy, considering the socio-economic imbalances that characterise the
three macro-areas of the country. The propensity to gamble could be related to the degree of diffusion
of culture and economic well-being.

It is also possible to check whether, in times of crisis, there is a greater inclination to gamble to
try to compensate for lost earnings (La Rosa, 2016a; La Rosa & Bernini, 2018). In other words, it is
necessary to study whether the following:

(H4) there is a relationship between financial statements performance and cyclical economic
trends.

Other research, from other sectors, has shown, albeit utilizing financial statement analysis, that
there is an obvious relationship with general economic trends (Migliaccio & Tucci, 2020).
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The purpose of the research

The purpose of this study is therefore to outline an initial analysis of the economic and financial
situation of Italian companies with Ateco code 92.00 (Activities concerning lotteries, betting,
casinos), also distinguishing them by geographical area, in the period 2009-2020, using the study of
the temporal evolution of two indices (Roa and Quick ratio) obtained from the analysis of their
financial statements.

RESEARCH METHODOLOGY

From the "Aida" database, the financial statements of about 1,200 companies (1,212 for the
decade 2009-2018; 1,197 for 2011-2020), with a turnover of more than € 800,000, were taken,
although the amount of information available was always lower.

The national data were then broken down into the three national macro-areas and subjected to
statistical processing and represented graphically.

The main descriptive statistical processes were average, standard error, median, mode, standard
deviation, sample variance, kurtosis, asymmetry, interval, minimum, maximum, range of variation.

The graphical representation of the trend of the average annual data for each index also required
the determination of the interpolating curve, using, as a rule, the polynomial equation of degree 6 that
maximised the value of R?.

ANOVA methods (with 0.05 level of significance) and, if necessary, Tukey—Kramer were used
for comparison between macro-regions. Each outcome is illustrated and commented on.

MAIN RESULTS

ROA assesses the profitability of invested capital. It is calculated using the following formula:
operating profit/total assets %. It considers characteristic management, non-characteristic
management, and equity and debt investments. It is therefore considered a 'global’ profitability index.
The evaluation of its average values improves through temporal and, where possible, spatial
comparisons.

Table 1 shows the number of data available for Italy and its macro-areas (1a) and the average
value of the index for each year (1b).

Table 1
Determination of the ROA trend

Table 1a: Available data Table 1b: ROA - annual average values

Italy | North | Center | South Italy North | Center | South
2009 289 107 83 99 2009 429 -1,10 5,18 9.37
2010 320 120 88 112 2010 8.04 7.24 6,13 10,40
2011 338 131 96 111 2011 12,28 13,02 8.81 14,40
2012 348 141 92 115 2012 6,26 9,22 2,33 5,77
2013 373 156 91 126 2013 4,00 547 -0,75 5.61
2014 | 400 165 97 138 2014 9,77 14,96 2,28 8.82
2015 406 165 96 145 2015 8.20 16,44 1,03 3,57
2016 404 161 94 149 2016 14,06 14,51 19,72 9,99
2017 376 153 86 137 2017 12,95 14,83 6,57 14,86
2018 227 111 56 60 2018 15,80 16,37 13,03 17.33
2019 365 149 87 129 2019 10,85 11,13 9,68 1132
2020 69 34 22 13 2020 0,11 -5.91 -6,54 27,11

Source: elaboration on AIDA data

To plot the trend graph of annual average values, we first determine the interpolating equation
that maximises the R? value (Table 2).
Table 2
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Equations of ROA interpolating curves

NG Equation
TE0A | y = -0,0002x° + 0,0116x° - 0,2428x" + 2,5853xC - 13,625 + 31,981 - 16,785
NEIEGR v = -0,0018x° + 0,073x° - 1,1569x* + 9,1979x° - 37,88x2 + 75,684x - 47,528 0,9081
Of1i: y = -0,0002x° + 0,0117x° - 0,2652x* + 2,9311x3 - 15,2692 + 32,878x - 15,69 0,6455
SOOI y = 0,0028x° - 0,1004x° + 1,3725x* - 8,773x3 + 26,428x2 - 34,113x + 24,583 0,857

Source: elaboration on AIDA data

This results in Figure 1, which shows an irregular index trend.
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Figure 1: ROA trend 2009-2020
Source: elaboration on AIDA data

The lowest values characterise the Center (often below 6%), except in 2016 when it reached
19.72%. In the North and South, on the other hand, ROA has higher values. Moreover, in 2009 in the
North, in 2013 in the Center, and 2020 in the South, ROA takes on negative values, due to operating
losses. In the South, on the other hand, there is a significant increase in ROA to 27% in 2020.

The decline in profitability due to the pandemic-related closures in the last year seems evident.
The higher profitability due to the increase in online games has therefore uncompensated for the
losses certainly resulting from the prolonged closure of gaming rooms. The only exception is for
businesses in southern Italy. This last evidence, however, is affected by the more modest number of
financial statements currently available: the anomalous data need further study to be justified.

The trend of the average Roa data can be further elaborated by calculating some statistics
(Tables 3 and 4).

Table 3
ROA descriptive statistics — Italy
Average Median Star)dgrd Variance Minimum Maximum Ran_ge_ of
deviation variation
2009 4,29 4,45 36,80 1354,16 -349,24 307,26 656,50
2010 8,04 5,81 30,40 924,43 -241,96 322,94 564,90
2011 12,28 8,94 30,28 916,87 -177,58 283,68 461,26
2012 6,26 3,96 24,67 608,51 -73,16 260,53 333,69
2013 4,00 3,57 24,10 580,90 -173,71 84,33 258,04
2014 9,77 8,02 36,43 1327,39 -140,02 529,23 669,25
2015 8,20 6,05 62,53 3909,62 -764,32 679,87 144419
2016 14,06 6,23 58,33 3402,27 -86,15 780,56 866,71
2017 12,95 7,75 43,67 1906,67 -141,31 731,39 872,70
2018 15,80 11,63 22,90 524,29 -94,40 97,09 191,49
2019 10,85 8,05 33,87 1146,89 -465,39 273,51 738,90
2020 0,11 -0,12 36,75 1350,53 -209,75 99,79 309,54

Source: elaboration on AIDA data
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Table 4
ROA descriptive statistics - Macro areas Italy
NORTH
Average Median Star_ldgrd Variance Minimum Maximum Raf?ge. of
deviation variation
2009 -1,10 5 46,84 2193,94 -349,24 48,36 397,6
2010 7,24 9,24 32,16 1034,37 -241,96 68,41 310,37
2011 13,02 13,39 30,96 958,52 -177,58 88,03 265,61
2012 9,22 6,82 21,29 453,35 -73,16 75,90 149,06
2013 5,47 4,34 28,80 829,42 -173,71 84,33 258,04
2014 14,96 8,98 48,45 2347,07 -119,95 529,23 649,18
2015 16,44 7,59 69,66 4852,41 -303,93 679,87 983,80
2016 14,51 571 66,06 4363,93 -86,15 780,56 866,71
2017 14,83 7,09 62,69 3930,38 -94,86 731,39 826,25
2018 16,37 11,60 25,02 626,07 -94,40 97,09 191,49
2019 11,13 7,27 18,69 349,29 -43,95 81,93 125,88
2020 -5,91 -3,06 41,06 1686,27 -209,75 65,19 274,94
CENTRE
Average Median Star)dqrd Variance Minimum Maximum Raqgg of
deviation variation
2009 5,18 2,27 37,69 1420,28 -41,85 307,26 349,11
2010 6,13 3,15 38,80 1505,39 -65,66 322,94 388,6
2011 8,81 2,64 36,35 1321,35 -78,41 283,68 362,09
2012 2,33 0,70 33,31 1109,53 -61,49 260,53 322,02
2013 -0,75 0,63 18,46 340,82 -72,07 39,58 111,65
2014 2,28 3,29 21,64 468,09 -81,64 50,51 132,15
2015 1,03 3,45 32,94 1084,91 -191,84 66,66 258,50
2016 19,72 5,05 80,41 6465,60 -62,68 644,59 707,27
2017 6,57 5,85 26,00 675,89 -141,31 63,09 204,40
2018 13,03 11,83 17,15 294,16 -27,92 77,54 105,46
2019 9,68 7,57 18,25 333,23 -56,55 80,92 137,47
2020 -6,54 -5,10 23,21 538,66 -55,44 51,88 107,32
SOUTH
Average Median Star_1dz?1rd Variance Minimum Maximum Ran_ge_ of
deviation variation
2009 9,37 5,12 18,96 359,66 -48,2 75,52 123,72
2010 10,40 6,3 18,94 358,67 -37,59 65,9 103,49
2011 14,40 13,56 22,79 519,29 -109,71 73,40 183,11
2012 5,77 4,73 19,65 386,23 -55,81 52,54 108,35
2013 5,61 5,33 20,81 433,19 -79,37 81,95 161,32
2014 8,82 9,42 25,60 655,29 -140,02 105,48 245,50
2015 3,57 5,58 67,97 4620,07 -764,32 85,65 849,97
2016 9,99 6,62 21,13 446,39 -86,03 87,76 173,79
2017 14,86 11,40 20,22 408,71 -70,08 95,84 165,92
2018 17,33 13,04 23,59 556,60 -38,27 91,37 129,64
2019 11,32 10,47 51,31 2632,46 -465,39 273,51 738,90
2020 27,11 19,18 33,16 1099,84 -7,40 99,79 107,19

Source: elaboration on AIDA data.



37
ECONOMY AND SOCIOLOGY

The national figure shows a median that is a little different from the average. The distribution
of the data is therefore asymmetrical: most of them have values below the average. The standard
deviation and the variance have high values: it is, therefore, possible to say that the Return on Assets
has considerable variability.

ROA has negative minimum values (in 2015 in the South the minimum value was -764.32%)
and positive maximum values (in the North in 2016 it reached 780.56%) that characterise much
variation. However, these particularly high or low values are, rare, even though they influence the
average.

Initial observation of the graphs and careful evaluation of the descriptive statistics does not
show significant differences between the three macroareas. To better measure and evaluate the
differences, the annual average data of the ROA were subjected to the ANOVA test (Table 5).

Table 5
ANOVA tests on ROA
SUMMARY
Groups Counting Sum Average Variance
North 12 116,17708  9,6814237  51,333558
Center 12 67,473088  5,6227573  46,655005
South 12 138,55027  11,545856  40,258297
VARIANCE ANALYSIS
Origin of Significance
the e gd MQ F gvalue F crit
variation
Between 220,1279 2 110,06395 2,388422 0,107462366  3,2849177
groups
Ingroups  1520,7155 33 46,082286

Source: elaboration on AIDA data

ROA shows greater differences within groups than between groups. The analysis of variance
revealed no statistically significant differences between the groups considered (F < of F crit). Since
the null hypothesis is accepted, the post-Anova test is not necessary.

Quick ratio

The immediate liquidity ratio assesses the ability to meet upcoming financial commitments with
liquid or easily liquidated resources. Its formula is current assets - inventories/short-term receivables.

When the Quick ratio:

- is greater than 1.5, there is a situation of imbalance due to excess liquidity;

- 1s slightly greater than one 1, there is a consolidated liquidity situation characterised by cash
more than short-term debt, without excess;

- 1s less than 1, there is an unbalanced situation, with the risk of default.

The informative value of this index should be enhanced with a detailed analysis of the forecast
of future cash flows (Ferrero et al., 2006, p.135).

The data obtained from the AIDA database on the liquidity index are shown in Table 6.
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Table 6
Determination of the Quick ratio trend

Table 6a: Available data Table 6b: Quick ratio - annual average values

Ttaly North Center | South Ttaly North Center South

2009 282 104 81 07 2009 1,14 1.05 1.12 124
2010 311 118 86 107 2010 1.19 1.18 1.09 128
2011 333 131 92 110 2011 133 13 132 139
2012 340 137 50 113 2012 13 123 126 143
2013 365 152 90 123 2013 127 133 1,12 129
2014 392 162 95 135 2014 14 149 122 142
2015 397 163 94 140 2015 1.51 157 134 1.56
2016 396 159 93 144 2016 159 1,75 136 1,57
2017 371 152 86 133 2017 1,72 1.89 142 1.73
2018 222 109 56 57 2018 195 215 1.62 1.89
2019 356 146 84 126 2019 191 1.50 184 197
2020 62 30 21 11 2020 212 195 1.91 3,02

Source: elaboration on AIDA data

The Quick ratio is always between 1 and 2 in all macro-areas, except for 2018 in the North,
where it is 2.15, and 2020 in the South, where it is 3.02, and for Italy as a whole (2.12) in 2020.
Therefore, it can be said that the gambling sector is in a good financial situation, with resources that
are sometimes surplus in the short term: it can easily cope with debts coming due soon and should
find appropriate uses for excess liquidity.

For the elaboration of the trend graph, we first determine the interpolating equation that maximises
the value of R? (Table 7).
Table 7
Equations of Quick-ratio interpolating curves

Area Equation
Italy y = 3E-05x° - 0,0011x° + 0,0158x* - 0,1013x3 + 0,3015%? - 0,3198x + 1,2402 0,9845

North y = 3E-05x° - 0,0011x° + 0,0144x* - 0,0833x3 + 0,2037x? - 0,0821x + 1,0003 | 0,9731

OGNy = 4E-06x° - 0,0002x° + 0,0035x* - 0,0256%3 + 0,0715x? - 0,0117x + 1,0635 | 0,9504

South y = 9E-05x° - 0,0031x° + 0,0423x* - 0,2751x3 + 0,873x? - 1,189x + 1,7907 0,9901

Source: elaboration on AIDA data
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The equations show a high level of interpolating reliability with a range of R? from 0.9504 to
0.9901. This results in Figure 2, which shows a regular trend in the index.
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Figure 2: Quick-ratio trend 2009-2020
Source: elaboration on AIDA data.

The trend is similar in all macro-areas: in the early years, it is particularly close to 1, while
recently, it is closer to 2. Companies in the sector are therefore experiencing increasing and sometimes
excessive liquidity. This is the case even in years when profitability was lower.

The main descriptive statistics (Tables 8 and 9) allow for a more detailed analysis.

Table 8
Quick-ratio descriptive statistics — Italy
Average Median (?;3?;?;?] Variance Minimum Maximum 5:225(?;
2009 1,14 0,83 1,19 141 0,01 8,64 8,63
2010 1,19 0,97 1,03 1,05 0,00 6,67 6,67
2011 1,33 1,00 1,27 1,60 0,04 9,83 9,79
2012 1,30 0,99 1,08 1,16 0,00 6,33 6,33
2013 1,27 0,97 1,05 1,10 0,01 8,02 8,01
2014 1,40 1,04 1,19 1,42 0,06 8,27 8,21
2015 1,51 1,14 1,31 1,72 0,09 8,53 8,44
2016 1,59 1,23 1,34 1,80 0,01 9,43 9,42
2017 1,72 1,29 1,47 2,15 0,02 9,69 9,67
2018 1,95 1,44 1,62 2,62 0,06 9,46 9,40
2019 191 1,41 1,61 2,60 0,01 9,86 9,85
2020 2,12 1,47 1,88 3,53 0,14 8,62 8,48

Source: elaboration on AIDA data
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Table 9
Quick-ratio descriptive statistics - Macro areas Italy
NORTH
Average Median gtand?rd Variance Minimum Maximum Ran_ge_ of
eviation variation
2009 1,05 0,84 1,05 1,11 0,03 8,64 8,61
2010 1,18 0,99 0,97 0,94 0,11 6,67 6,56
2011 1,30 0,97 1,24 1,54 0,10 8,53 8,43
2012 1,23 0,98 1,01 1,01 0,13 6,33 6,20
2013 1,33 1,01 1,17 1,36 0,12 8,02 7,90
2014 1,49 1,13 1,28 1,64 0,07 8,27 8,20
2015 1,57 1,23 1,31 1,70 0,09 8,22 8,13
2016 1,75 1,27 1,60 2,54 0,12 9,43 9,31
2017 1,89 1,40 1,68 2,83 0,14 9,49 9,35
2018 2,15 1,62 1,88 3,54 0,06 9,46 9,40
2019 1,90 1,34 1,77 3,13 0,16 9,86 9,70
2020 1,95 1,27 1,76 3,10 0,22 6,30 6,08
CENTRE
Average Median Star)dgrd Variance Minimum Maximum Rar}ge_ of
deviation variation
2009 1,12 0,88 1,19 1,43 0,01 8,45 8,44
2010 1,09 0,86 1,03 1,06 0,00 6,24 6,24
2011 1,32 0,93 1,34 1,80 0,09 8,38 8,29
2012 1,26 0,90 1,15 1,33 0,00 5,55 5,55
2013 1,12 0,84 0,90 0,82 0,09 5,67 5,58
2014 1,22 0,99 0,95 0,90 0,06 5,54 5,48
2015 1,34 1,06 1,20 1,43 0,10 8,53 8,43
2016 1,36 1,07 0,92 0,85 0,01 5,92 5,91
2017 1,42 1,16 0,91 0,83 0,30 5,24 4,94
2018 1,62 1,28 0,99 0,99 0,30 4,94 4,64
2019 1,84 1,41 1,39 1,94 0,06 9,64 9,58
2020 1,91 1,20 1,72 2,96 0,40 8,24 7,84
SOUTH
Average Median Standgrd Variance Minimum Maximum RafTQG_ of
deviation variation
2009 1,24 0,81 1,31 1,72 0,04 8,19 8,15
2010 1,28 1,02 1,08 1,17 0,06 5,47 5,41
2011 1,39 1,15 1,24 1,54 0,04 9,83 9,79
2012 1,43 1,13 1,10 1,20 0,02 4,53 4,51
2013 1,29 1,04 1,00 0,99 0,01 6,30 6,29
2014 1,42 1,10 1,23 1,52 0,11 7,80 7,69
2015 1,56 1,15 1,39 1,93 0,13 8,45 8,32
2016 1,57 1,26 1,25 1,56 0,03 8,41 8,38
2017 1,73 1,28 1,47 2,16 0,02 9,69 9,67
2018 1,89 1,38 1,54 2,36 0,24 7,38 7,14
2019 1,97 1,51 1,57 2,47 0,01 8,54 8,53
2020 3,02 1,83 2,36 5,56 0,14 8,62 8,48

Source: elaboration on AIDA data
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The median is very often slightly lower than the average. The largest number of data is therefore
characterised by smaller values than the mean. The standard deviation and variance have minute
values: there is little variability in the sample and mean is therefore significantly representative.

The minimum values are close to zero. Thus, there are companies with an unbalanced financial
situation in the short term. The maximum values, on the other hand, exceed 2, often approaching 7,
8, and 9, due to companies with excess liquidity. This results in several variations, with the largest
number of companies in a balanced situation.

The measurement and evaluation of the difference between the groups are entrusted to the
ANOVA test (Table 10).

Table 10
ANOVA test on Quick-ratio
SUMMARY
Groups Counting Sum Average Variance
Nord 12 18,786027  1,5655023  0,1269238
Centro 12 16,623452  1,3852877  0,0745255
Sud 12 19,791205  1,6492671 0,241315
VARIANCE ANALYSIS
Origin of Significance
the SQ gdl MQ F 9 F crit
_ value
variation
gf(m)ien 0,4367158 2 0,2183579  1,4795089 0,2424661 3,2849177
Ingroups  4,8704072 33 0,1475881
Total 5,307123 35

Source: elaboration on AIDA data.

The ANOVA test confirms that the variability of the sample is minute, both between
(0.436715794) and within groups (4.870407).

The liquidity index does not show statistically significant differences between North, Centre,
and South (F < F crit; p-value = 0.242466075). Therefore, we accept the null hypothesis H_0 (the
mean of the quick ratio is the same in all groups) and reject the alternative hypothesis H_1 (at least
one of the group means is different).

This result, therefore, renders the post-ANOVA test useless.

CONCLUSIONS

The copious studies on the psychological, sociological, and legal aspects of gambling are
complemented in this paper with a quantitative analysis derived from the study of the trend of two
ratios that well express the short-term profitability and financial balance.

Answering the first research question (RQ1), the first hypothesis (H1) is confirmed: gambling
firms have positive and sometimes high profitability. It is always positive even if fluctuations are
evident due to the general economic trend. In 2009, due to the global financial crisis, low values are
recorded, as well as low values during the years of the reverberation of the crisis (2012-13) that started
in the American context. Profitability plummeted, although remaining positive on average, also because
of the pandemic and the associated closures of gambling halls. The possibility of playing online has
therefore uncompensated for the losses due to government measures. Moreover, the relief granted by
the public authorities has not been sufficient to maintain similar levels of profitability as before.
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This also answers the fourth research question (RQ4) and confirms the fourth hypothesis (H4):
there is a clear relationship between profitability outcomes and cyclical economic trends. However,
to make a more precise and considered judgement, it is also necessary to check whether there is also
a relationship for financial performance.

The financial index shows an increasing availability of liquid or otherwise available resources
in the short term. Responding to the third research question (RQ3) the third hypothesis (H3) is thus
also confirmed: the Italian gambling companies have a prosperous cash situation, constantly
increasing, regardless of their location.

The dynamics of liquidity, therefore, are not correlated with the economic cycle and are therefore
independent of economic periods. Profitability is affected by the economic cycle, but the short-term
financial equilibrium is not. Overall, confirming the fourth research hypothesis (H4) only partially.

The territorial location is indifferent in the income and financial perspective. The differences in
the three macro-regions are minimal, statistically irrelevant, as ANOVA confirmed. The propensity
to gamble is independent of the economic-social conditions of the three Italian macro-regions, which
are known to be different.

The reduction in profitability during the crisis was already highlighted by (La Rosa, 2016a, pp.
101-103) during the most acute period (2007-2009) that, however, had not recorded a reduction in
the propensity to gamble (La Rosa, 2016b, p. 28; Sabatino, 2016, p. 61), instead of the one typical
of the following years.

It is worth noting similar income outcomes in other sectors that were also affected by the
reverberations of the crisis in the period 2012-13, such as the wine industries (Migliaccio & Tucci,
2020).

This analysis is undoubtedly useful for the operators of gaming rooms, whether in presence or
online because it allows useful comparisons of their economic and patrimonial situation with the
average of the sector, to identify possible significant gaps that could be harbingers of future crises.
The positive judgement on profitability and treasury, however, excludes significant imbalances.

Therefore, if the operators can be pleased with the conclusions of this study, certainly the
information that derives from it is, in contrast, worrying from a social perspective because always
positive income and the abundance of liquidity could induce new investments with the risk of
uncontrolled propagation of gambling and the relative possible deviance. The effort of public
authorities, therefore, should be to educate people about gambling and avoid addiction: schools, first,
should launch appropriate awareness campaigns. If it is true that legal gambling is a source of
considerable revenue for the Treasury, it is also true that the prevention and treatment of addiction
could have high economic and social costs, as well as consequences for public order.

This study is also useful for all other stakeholders: good economic and financial balance
guarantees the stability of employment and favours lenders who can calmly invest in a sector that
seems to be doing well even in periods when there are serious crises and bankruptcies elsewhere.

The research re-evaluates the importance of financial statements and quantitative approaches,
reaching conclusions based on official information rather than mere theoretical constructs.

It also makes it possible to systematise the accounting results of individual companies, putting
them into a systemic perspective. Spatial and temporal comparisons allow synthetic assessments of
the sector's performance based on the precise recording of all economic and financial events that
characterise the day-to-day life of companies. The company's records, therefore, are no longer only
aimed at fulfilling civil and fiscal obligations, but they assume a useful value for appropriately and
adequately informed managerial decision-making processes. The aggregation of financial statements,
however, organised, can prospectively become a useful model for interpreting complex phenomena.

In the future, however, the analysis should be detailed, using also other indices and correlating
the results obtained using other non-accounting factors such as, for example, the gender, age, and
income of the players, as well as considering their habitual residence. Everything should also be
assessed from an interdisciplinary perspective, considering the psychological and social aspects of
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gambling. Indeed, economic analyses are not enough to solve pathologies. Instead, what is needed is
the individual's willingness to become independent (Carr, 2015), with the help of families (Corleto,
2019; Rossi et al., 2018) aided by the institutions that have the difficult task of preventing and, if
necessary, sanctioning (Capitanucci, 2004).
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ABSTRACT

The circular economy is considered as one of the most important priorities in the National
Strategy for Sustainable Development of the Republic of Belarus until 2035. This opens new
opportunities for increasing the competitiveness of traditional sectors of the economy and preserving
a favourable environment as well as actualizing the issue of the readiness of the Belarusian business
for circular transformation.

The purpose of the study is to explore how Belarusian enterprises assess the possibilities of this
transition, as well as to identify the barriers and drivers for the development of a circular economy
in the Republic of Belarus.

The information base of the study consists in theoretical and methodological scientific research by
domestic and foreign scientists devoted to the circular economy, regulatory and information materials of
ministries and departments, as well as information from official sites and other Internet sources.

The article presents the results of a series of surveys of Belarusian business conducted in the
2019-2021 period The first survey dealt with the issues of waste management in the industry,
construction, and trade in Belarus (the first quarter of 2019). The second one was designed to
determine the level of understanding of the circular economy concept by Belarusian business. It used
diagnostic interviews processed in the software product rep: grid get things straight by Dr.
Rosenberger (2020). The third survey studied the possibilities of circular transformation in Belarus
(2020-2021).

The results of the study show that the circular economy concept has not found widespread
application in Belarus, but there are already promising examples of the implementation of circular
business models in the country. Representatives of the traditional (linear) business model intend to
involve secondary resources in the production process in certain production areas. Enterprises with
the elements of a closed cycle focus on the full and efficient use of resources and aim at increasing
profits, including through the introduction of circular innovations in any production processes.

Keywords: circular economy, circular business models, barriers, Belarus, survey.

In Strategia Nationald pentru Dezvoltare Durabild a Republicii Belarus pdand in anul 2035, economia
circulara este considerata drept una dintre cele mai importante prioritati, ceea ce deschide noi oportunitati

......

favorabil, precum si actualizeaza pregatirea afacerilor din Belarus pentru transformarea circularad.
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Scopul lucrarii prezinta cercetarea modului in care intreprinderile din Belarus evalueaza
posibilitatile unei astfel de tranzitii, evidentierea barierelor si driverelor pentru dezvoltarea unei
economii circulare in tara.

Baza informationala a studiului au constituit lucrarile stiintifice teoretice si metodologice ale
autorilor autohtoni si straini dedicate economiei circulare, materialele de reglementare si informare
ale ministerelor si departamentelor, precum si informatii de pe site-urile oficiale si alte surse din
internet.

Articolul prezinta rezultatele unui sondaj al intreprinderilor din Belarus realizat in perioada
2019-2021 privind problemele de gestionare a deseurilor in industrie, constructii si comert (primul
trimestru al anului 2019), determinarea nivelului de perceptie a conceptului de economie circulara
de catre antreprenori din Belarus, realizat prin interviuri diagnostice si procesate in program
rep:grid get things straight by Dr. Rosenberger, precum si prezinta cercetarea oportunitdtilor de
transformare circularad in Belarus (2020-2021).

Rezultatele studiului au aratat ca in Belarus dezvoltarea conceptului de economie circulara nu
a fost adoptata pe scara larga, dar exista deja exemple eficiente de introducere a modelelor circulare
de afaceri. Reprezentantii modelului de afaceri traditional (liniar) intentioneaza sa implice resurse
secundare in procesul de productie la locurile de productie individuale. Intreprinderile circulare se
concentreaza pe utilizarea deplina si eficienta a resurselor si urmdresc cresterea profiturilor,
inclusiv prin introducerea de inovatii circulare in orice proces de productie.

Cuvinte cheie: economie circulara, modele de afaceri circulare, bariere, Belarus, sondaje.

Lupxynapuas sxonomuxa paccmampusaemcs 6 Hayuonanvnoil cmpamezuu ycmouuuso2o
pazseumusi Pecnybnuxku Benapyce 0o 2035 2o00a kak 0OuH u3 axdcHeuwiux npuopumemos. Imo
omKpvl8aem HOBble B03MONCHOCMU OJisl NOBbIUEHUS KOHKYPEHMOCNOCOOHOCMU MPAOUYUOHHBIX
CEeKMOpPO8 IKOHOMUKU U COXPAHEHUs O1a2ONpusmHOU OKpydcaroujel cpedvl U aKmyaiusupyem
80NPOC 20MOBHOCMU OENLOPYCCKO20 DU3HECA K YUPKYIAPHOU Mpanchopmayuu.

Lenv pabomul - uzyyums Kax denropycckue npeoOnpusmus OYeHUBAaAm 603MONCHOCMU MAKO20
nepexooa, a makce 6apvepvl U Opansepsvl pazeumusl IKOHOMUKU 3aMKHYIMOo20 yukia 6 Pecnyonuke
benapyco.

HUnghopmayuonnoti 6a3oti uccied08anus NOCIYHCUIU HAYYHBIE MPYObl MEOPEMUUEcKo20 U
MemoO0002U4ecK020 NAAHA OMeYeCmME8EeHHbIX U 3aPYOENHCHBIX YUEHbLX, NOCEAUJeHHbIE YUPKYIAPHOU
9KOHOMUKeE, HOPMAMUBHbIE U UHPOPMAYUOHHBLE MAMEPUATIbI MUHUCMEPCME U 600MCMNE, A MAKHCE
ungopmayus ¢ ohuyuarbHLIX Carmos u opyeue UHmepHem-ucmoYHUKU.

B cmamwve npedocmasnenvt pezynomamsi onpoca 6enopycckoeo OuzHecda, Npo8eO0eHH020 8
nepuoo 2019-2021 ee. xacamenbHo 60MPOCO8 00paAWjeHUsi C OMXO0AMU 6 NPOMbBIULIEHHOCU,
cmpoumenvcmee u mopeosie 8 benapycu (nepevii xeapman 2019 2.), onpedenenus ypoeHs
NOHUMAHUS KOHYENYUU YUPKYIAPHOU IKOHOMUKU CO CMOPOHbL DENIopyCccKo20o buznecd, 8bIN0OJIHEHHOe
€ NOMOWBI0 OUALHOCMUYECKUX UHMEPEbI0, 00PADOMAHHBIX 6 NPoSpamMmHoM npodykme rep:grid get
things straight by Dr. Rosenberger (2020 c.), uccredosanus e6o3moxcnocmei yupKyisapHou
mpancpopmayuu 8 benapycu (2020-2021 z2.).

Pezynomamer uccneoosanus nokasanu, umo 6 benapycu pazsumue KoHyenyuu yupkyiapHou
IKOHOMUKU WUPOKO20 PACNPOCMPAHEHUsI He NOAYYULO0, HO IghekmusHble npumepvl 6HeOpeHUs
YUPKYIAPHBIX OuzHec-mooenell yice ecmo. [lpeocmasumenu mpaouyuoHuou (nuHeuHou) oOusHec-
Mooenu HamepeHvl 8061eKAMb 8 NPOU3BO0CMEEHHDIL NPOYECC GMOPUYHBLE PeCyPCbl HA OMOENbHbIX
npouU3800CmMEeHHbIX yuacmkax. Ilpeonpusmus ¢ snemeHmamuy 3aMKHYmMo20 YUKIad OpUeHmMuUpo8aHbsl
Ha noinoe u dQhgekmusHoe UCNONb308aANUe PECYPCO8 U HAYeENeHbl HA Y8eauyeHue npudbLiu, 8 mom
yucrne 3a cuem @HeOpeHUs YUPKVIAPHLIX UHHOBAYULL 8 1100ble NPOUIBOOCMBEHHbIE NPOYUECCHI.

Knwuegvie cnoea: yupkynapHas >KOHOMUKA, YUPKYIAPHblEe OusHec-mooenu, Oapvepbi,
FBenapycw, onpochbi.
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INTRODUCTION

Topicality. Despite the success of the traditional (linear) economy in the XX century, in the new
millennium this method of organizing production processes which determines the relationship
between production and consumption according to the principle “the more, the better” has fully
revealed its shortcomings. According to experts (An Economic and Business Rationale for an
Accelerated Transition, 2013), in a forthcoming perspective, there will be a conscious transition of
the society to sustainable production and consumption. One of the practical ways to achieve it is the
introduction of circular business models.

The economic effect of the introduction of a circular economy is (1) to reduce the consumption
of raw materials and energy resources through the formation of a stable demand for secondary
resources; (2) reduce the volume of waste generation, including its prevention and increase the share
of its involvement in production processes; (3) the emergence of new markets and the expansion of
demand for existing ones against the background of increasing environmental responsibility of the
society; (4) formation of an innovation ecosystem and infrastructure development; (5) expansion of
opportunities for the development of small and medium-sized businesses, etc. The environmental
effect includes (1) the reduction of carbon dioxide emissions; (2) decrease in the area of waste storage
and disposal facilities; (3) lowering of the consumption of scarce and limited resources. The social
effect encompasses (1) an increase in the level of social responsibility for the careful use of material
resources; (2) an environmentally friendly attitude towards used goods; (3) increase in the number of
jobs due to the formation of new and transformation of traditional sectors of the circular economy,
etc. Enterprises can benefit from strengthening relationships with partners along the entire value
chain, increasing the innovativeness of products and processes, increasing customer loyalty, gaining
additional competitive advantages and new sources of income received; and consumers gain access
to environmentally friendly products and, in some cases, with a decrease in their cost, due to cost
reduction through the introduction of resource efficiency principles.

Theoretical importance. The article discusses the conceptual foundations of the formation and
development of a circular economy.

Practical importance. Practical use of the proposed results and recommendations for the
implementation of the principles of a circular economy will ensure more efficient use of raw materials
within production cycles and achievement of sustainable development in Belarus.

LITERATURE REVIEW

Theoretical background. At the present stage, the concept of a circular economy has started
gaining popularity, since it meets the interests of business, the state and the population. There are
three key advantages for business: practical - depletion of natural resources increases costs of primary
materials on the market; technological - new technologies facilitate the principles of introducing a
circular economy; consumer - a circular approach to your own products allows you to improve
communication with the consumer and offer them a product better than that of its competitors. For
the state, accelerating urbanization creates an incentive to promote the development of a circular
economy. For consumers, the advantage is the new circular product that the business offers. Products
designed initially as circular (for example, car-sharing, furniture for rent, etc.) attract the consumer
with their unusualness and significant cost savings (Olajos P., 2018).

The circular economy concept combines the most widely demanded practical approaches from
various scientific schools. The systematization of the existing concepts of the development of the
ecological and economic system presented in various scientific schools made it possible to establish
that the theoretical and methodological approaches that form the basis of the circular economy are
not fundamentally new, but accumulate the results of research by scientists in the field of industrial
ecology, eco-efficiency, regenerative design, etc.:

Performance Economy - Walter R. Stahel (1986); The Functional Economy: Cultural and
Organizational Change;
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Industrial Ecology - Frosch and Gallopoulos, "Strategies for Manufacturing”, 1989;

Eco-efficiency - World Business Council for Sustainable Development (WBCSD), 1991;

Regenerative design - John T. Lyle "Regenerative design for sustainable development", 1994;

Biomimicry - Janine M Benyus Biomimicry: Innovation Inspired by Nature, 1997;

Cradle-to-cradle - M. Brungart and W. McDonough / McDonough & Braungart Cradle to
Cradle: Rethinking the Way We Make Things, 2002; “Upcycle: Beyond Sustainability - Designing
for Abundance” / “The Upcycle: Beyond Sustainability - Designing for Abundance”, 2013;

Blue economy - G. Pauli, Report of the Club of Rome "10 years, 100 innovations, 100 million
new jobs", "10 years, 100 innovations, 100 million new jobs", 2011.

The literature review made it possible to reveal that in foreign studies the term "“circular economy
has many interpretations, the systematization of which enables to identify two fundamental approaches:

Resource oriented (Geissdoerfer et al., 2017; Geng et al., 2008; Zink & Geyer, 2017),
implying a closed flow of materials, energy and waste, which can be achieved through reuse at the
product level (repair or refurbishment), at the component level (reuse in production) and at the
material level (recycling);

Economy oriented (Bastein et al., 2013; Hislop & Hill, 2011; Ingebrigtsen & Jakobsen, 2007),
according to which the circular economy is an economic system that takes the reuse of materials and
the conservation of natural resources as its starting point, seeking to create value for the people and
the economy in every part of the system.

The definition given by the specialists of the Ellen MacArthur Foundation unites these two
approaches. According to it, the term “circular” refers to an economy that functions as an alternative,
more holistic approach that imitates natural systems with a transition aimed at distancing economic
growth from environmental problems.

In recent years, one of the most common research tools is the method of qualitative data
analysis, the results of which take the form of objective scientific conclusions. The specificity of the
processes under study and the lack of official statistical information determines the relevance of using
the survey method to study the degree of understanding and assess the possibilities of implementing
a circular economy.

It was this approach that was used to determine the benefits and risks of transition from the
traditional (linear) production model to closed economic systems, as well as to substantiate promising
directions and measures to stimulate such transformation, etc. In particular, the GreenBiz Group
company in cooperation with UPS conducted a survey of top management representatives to identify
trends, factors of effective implementation of the principles of a circular economy. Industry specifics,
problems, opportunities, and prospects for the implementation of the principles of the circular
economy in specific industries were identified using surveys by ING Group. Based on the survey
results, the World Health Organization, identified the prospects assessed the direct and indirect
benefits of reducing the negative impact on the environment because of the introduction of circular
economy principles (WHO, 2018).

DATA SOURCES AND METHODS USED

The data sources are the surveys by representatives of Belarusian enterprises with various forms
of ownership (state, private and mixed) located in all regions of the republic (Brest, Vitebsk, Gomel,
Grodno, Minsk, Mogilev, and Minsk). Top management was also interviewed using the technique of
repertoire grids and the software product rep: grid get things straight by Dr. Rosenberger for
processing results.

RESEARCH AND DISCUSSION RESULTS

Surveys of enterprises in 2019 on the use of waste and secondary raw materials confirm the
growing interest in the problems of waste processing and the involvement of secondary material
resources in the production process (Figure 1).
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Figure 1. Annual volume of production waste generation at industrial, construction and trade

enterprises, % of enterprises
Note.
1. Green arrows show the proportion of enterprises using waste in own activities, in the corresponding group by the
volume of waste generation
2. Source: Figure based on the data by (Cauex, lllepuynosuy, Touuyxas, 2019).

In the industry, there is a pronounced tendency towards an increase in the use of waste in the
own activities of an enterprise with an increase in the volume of its generation. This testifies the
existence of a good base for the implementation of the principles of a circular economy in the industry
of Belarus. In construction, the share of waste-free organizations exceeds 30%. It is necessary to
clarify here that the main activity of construction enterprises is construction and installation work.
This type of activity allows them to reuse certain substances and objects when backfilling roads, pits
and performing other construction work. In trade, less waste is generated and used than in
construction and the industry. Trade organizations most often transfer waste for recycling, since they
themselves have neither production facilities for this, nor areas for storage, sorting waste, etc. In
general, it should be noted that waste management issues are not a priority for enterprises. In this
regard, it is of particular importance to increase the level of knowledge of enterprises on the
functioning of the circular economy in their sector.

Studies to determine the level of understanding of the circular economy concept by the
Belarusian business carried out in 2020. The study was carried out using Kelly repertory grid method.
The results obtained enabled to answer the main research question: “To what extent does Belarusian
business understand and is ready for transition to a circular economy?”’(H. H. batosa, 2021).

As a result, it was found that the level of understanding of the circular economy concept by the
Belarusian business is still in the formation stage, since the respondents have many disparate opinions
regarding its essence, features and advantages of its implementation. Many respondents view circular
economy through the prism of environmental responsibility and resource efficiency, often equating
the two. The majority of the respondents noted in their answers that the circular economy is an
inevitable global trend, and it is inextricably linked with innovation, resource efficiency and new
market opportunities. The respondents defined the modern model of the Belarusian economy as more
consistent with the traditional (linear) model (Figure 2).
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Figure 2 Element-based analysis of the **circular economy* and Belarus elements ratio
Source: Figure based on the data by(H. H. Famosa, 2021).

The need to comply with global trends and stay competitive both in Belarus and abroad, as
well as an increase in the environmental responsibility of business and a focus on resource efficiency
are factors stimulating the development of a circular economy. At the same time, the fear of
enterprises about a possible decrease in quality when recycled materials are involved in production
processes and the lack of information about successful circular business models hinder the
development of this direction. Several elements and related factors have a multifaceted effect. Thus,
the requirements of the current Belarusian legislation, on the one hand, do not restrict the introduction
of a circular economy, moreover, they fully comply with its basic principles, but on the other hand,
they do not contain incentive measures for the practical implementation of this concept. The
development of scientific and technological progress undoubtedly has a positive effect on the
development of the circular economy, but the high cost of innovation and long payback periods slow
down these processes. Low economic efficiency of enterprises, their focus on solving current
problems hinders the development of a circular economy, at the same time, the economic efficiency
of circular business models stimulates their implementation. Elements such as “waste processing”
and “secondary raw materials” form the basis of the circular economy and stimulate its development,
while the underdevelopment of the internal market for secondary resources, imperfection of current
waste collection and disposal system limit the possibilities of transition from the traditional (linear)
model to the circular one (Table 1).

Table 1.
Classification of circular economi develoiment factors
Stimulating Versatile action Restraining
Resource efficiency Secondary raw materials Concerns about
) . ) ) declining quality
Environmental responsibility of business Waste recycling
Global trends Innovations S )
— - - — Difficulties in scaling
New opportunities / market niches Economic efficiency

Representatives of traditional business models argue that this type of production organization
prevails in Belarus, and the circular economy is represented only by single business projects that
cannot be effective without scaling. Agreeing with this statement, the respondents of enterprises with
a closed economic cycle indicate that in recent years the socio-ecological responsibility of business
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has been increasing in the country, the issues of preserving natural resources and reducing the impact
on the environment are becoming topical. Representatives of the traditional (linear) business model
in their activities focus on resource conservation and aim at maintaining the existing, albeit relatively
small, but stable income. In the short term, while maintaining the previously selected specialization
to increase the economic efficiency of the business, they intend to involve in the production process
secondary resources in individual production areas. Enterprises with elements of a closed cycle focus
on the full and efficient use of resources and strive to increasing profits, including through the
introduction of circular innovations in any production process. The respondents representing the
enterprises of this group believe that in the future the adherence to the circular model will remain,
and the main emphasis will be placed on the prevention of waste generation, therefore, the need for
their recycling fades into the background. The technological superiority of such enterprises will
ensure their competitive advantages and will expand their market niche.(H. H. barosa, 2021).

The study about the possibilities of circular transformation in Belarus was conducted in 2020-2021
based on the survey of 403 enterprises. These enterprises were registered and operating in the territory
of the Republic of Belarus with locations in Brest, Vitebsk, Gomel, Grodno, Minsk, Mogilev regions
and Minsk. The questionnaire contained five blocks of questions.

Among the survey participants: 61.5% are industrial enterprises; 20.3% are engaged in agricultural
production; 11.9% work in the construction industry and 6.2% provide housing and communal services.
50.6% of respondents have private ownership, 38.0% - state, 11.4% - mixed. The largest share of the
respondents falls on medium-sized (46.1%) and large (39.5%) enterprises, the average number of
employees in which is 103 and 1425 people, respectively. The share of small businesses in the total sample
is 11.4% with an average employee number of thirteen (barosa et al., 2021).

12.4% of the respondents attributed their business to a model based on the principles of a
circular economy, considering that it is more based on the “take, make, reuse” principle and is
characterized by a minimization of the consumption of primary raw materials and the volume of
processed resources, accompanied by a decrease in waste sent to disposal. A third of the respondents
(27.3%) indicated that production processes are built according to the traditional (linear) model,
which is based on the principle of “take, make, waste”, which leads to a constant increase in the
burden on the environment, both in terms of extracting energy and materials useful for human
economic activity from the ecosystem, and in terms of emissions of pollutants during the production,
operation and disposal of various types of products. Most of the enterprises participating in the survey
(60.4%) have a transitional model, which is largely based on linear approaches to the organization of
production processes, with the introduction of closed cycle individual elements.

Given that the effective implementation of the circular economy principles is directly related to
understanding its concept, the respondents were asked to choose from several definitions the one that,
in their opinion, most accurately describes it. At the same time, the enterprises participating in the
survey were able to assess eight definitions using a scale from one to five, where 1 - strongly disagree,
5 - strongly agree. One of the definitions contained the most complete interpretation of it, and the
remaining seven, reflected individual elements of a circular economy (Table 2).

As a result of the survey, it was found that representatives of the Belarusian business, both with
traditional and transitional models, generally have a narrow view of the circular economy essence. In
particular, 31.6% of traditional and 28.5% of transitional enterprises believe that this is a theoretical
business model that is difficult to apply in practice. This is a consequence of the lack of information
on the best practices, as well as foreign and domestic experience in the application of the closed-cycle
business model at enterprises of various industries. 53.4% of traditional enterprises consider the
circular economy as a concept with the main goal to increase waste recycling, and 36.3% of the
surveyed enterprises of this group consider it to be a linear business model with an emphasis on
resource efficiency.
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Table 2

Distribution of respondents’ answers to the question **"How much do you agree with the
following statements on the essence of circular economy?", %
Answer scale

1 2 3 4
1. Circular economy is a theoretical business model that is difficult to apply in practice
1.1. Traditional (linear) model 11.2 17.4 39.8 15.3 16.3 | 100.0
1.2. Circular model 31.8 22.7 29.6 6.8 9.1 | 100.0
1.3. Transitional model 17.0 19.9 34.6 15.2 13.3 | 100.0
2. Circular economy is like linear economy, but with more emphasis on resource efficiency
2.1. Traditional (linear) model 9.1 20.2 34.4 24.2 12.1 | 100.0
2.2. Circular model 15.6 15.6 20.0 28.9 | 20.0 | 100.0
2.3. Transitional model 14.2 15.6 29.4 19.9 20.9 | 100.0
3. Circular economy allows you to reuse resources and only deals with waste and increasing their recycling
level
3.1. Traditional (linear) model 6.9 12.9 26.7 28.7 24.8 | 100.0
3.2. Circular model 6.8 9.1 34.1 31.8 18.2 | 100.0
3.3. Transitional model 11.8 10.9 32.7 22.3 22.3 | 100.0

4. Circular economy is an economy based on innovation, which, considering global trends, is gradually
becoming a necessary condition for access to foreign markets

4.1. Traditional (linear) model 12.8 16.0 19.1 21.7 24,5 | 100.0
4.2. Circular model 8.9 11.1 20.0 31.1 28.9 | 100.0
4.3. Transitional model 6.7 13.8 30.0 23.3 26.2 | 100.0
5.1. Traditional (linear) model 6.2 4.1 19.6 34.0 36.1 | 100.0
5.2. Circular model 7.0 4.7 23.3 25.6 39.5 | 100.0
5.3. Transitional model 2.9 7.6 25.2 19.0 45.2 | 100.0

6. Circular economy can develop only if consumers are willing to pay more for products produced in closed

production systems, including from secondary resources

6.1. Traditional (linear) model 18.9 12.6 27.4 23.2 17.9 | 100.0
6.2. Circular model 17.1 17.1 24.4 195 | 22.0 | 100.0
6.3. Transitional model 12.5 19.8 255 14.6 27.6 | 100.0

Source: bamosa, Touuykas, llepwynosuu, 2021

Almost half of the respondents (44.6%) with a transitional business model believe that the
circular economy allows for the reuse of resources and only deals with waste and increased recycling
rates, and 40.8% believe that it is a linear economy with a large emphasis on resource efficiency.

The importance of the circular economy for export orientation, its relevance and innovativeness
does not raise doubts among survey participants. 60% of the representatives of enterprises with a
circular business model and about 50% with a traditional and transitional business model fully or
partially agree with these arguments.

Most respondents (65-70% of those surveyed) indicated the need to implement the principles
of a circular economy at the design and product development stage. More than 40% of the survey
participants, regardless of the business model, consider a circular economy as an important
component of not only sustainable production, but also consumption, supporting the point that this
concept can develop subject to consumer support.

To assess the prevalence and implementation of the circular economy principles by Belarusian
enterprises, respondents were asked whether they have elements of a closed cycle in production processes.
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Most respondents (76.0% of the circular, 67.3% of the linear and 65.6% of those with a
transitional model) sell waste/secondary resources to other enterprises. The rather high proportion of
such responses is largely due to legislation requirements on waste management, including the
prevention of secondary material resources disposal. In the republic as a whole, the traditional types
of secondary material resources (wastepaper and cardboard, glass, plastics, rubber-containing waste,
including worn-out tires) usage level generated in the industrial sector is over 94%.

The second most common element of a circular economy is the use of secondary raw materials
in product manufacturing. However, among the traditional and transitional enterprises, the share of
those who apply it in practice is significantly lower than among those using the closed-cycle model
(42.7%, 45.7% and 64.0%, respectively) (Figure 3).
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Figure 3. The presence of the elements of a circular economy in the production model
Note. Figure based on the data by (Famosa et al., 2021)

About 40% of the circular enterprises participating in the survey noted that they reuse the
product for initial or other purposes (43.9% of the respondents), process used products to create new
raw materials or products (40.0%), and recycle certain fractions of used products for heat, electricity,
a fertile soil (36.7%). Together with the previous two, these three elements formed the top 5 most
common elements of a circular economy in the enterprises with a closed production cycle.

In turn, the linear enterprises implement measures for the maintenance and repair of the product
to extend its useful life and life cycle, obtain heat, electricity, a fertile soil by processing individual
fractions of used products. This was indicated by 28.2% and 25.0% of the respondents in this group,
respectively. However, among the linear enterprises there are those who apply more progressive
elements such as product processing to use new raw materials and products (23.2%).

The enterprises of the transitional production model are engaged in the maintenance and repair
of the product to extend its useful life and life cycle (34.4%), joint use with other enterprises of the



54
Theoretical and scientifical journal

product, service, logistics, databases, equipment, space (24.6%) and recycling of used products to
create new raw materials or products (23.2%).

The least widespread business model is “product as a service”, which is used by only 15.9% of
the circular enterprises, 17.6% of the transitional and 17.6% of the linear enterprises. The lack of
prevalence of this model is largely because it presupposes a new way of interaction, both from the
economic and organizational side, requiring a restructuring of production and sales processes.

It should be emphasized that in terms of the level of implementation of such elements as "product
as a service", "sharing"”, "maintenance and repair of a product™ circular enterprises are significantly
inferior to traditional and transitional ones. This allows us to conclude that the circularity in the
Belarusian economy has a pronounced production orientation and does not cover the service sector.

This indicates that most enterprises are not yet ready or do not have enough knowledge about
the new economic and organizational approach of interacting with customers, which presupposes
long-term relationships with them based on the sale of services. However, it should be noted that not
all industries can use this business model.

To determine the potential and directions of circular transformation, the responses of the
participants were systematized, considering the size of the enterprises, implying the possibility of
introducing certain elements within the next three years (Figure 4).

The element of selling waste/recyclable resources to other enterprises will be the most common
in the short term. The possibility of introducing this element (totally or partly agree) was indicated by
71.4% of the enterprises with a closed production cycle, 64.2% - with a linear one and 61.4% with a
transitional one. It should be noted that the creation of a fully functioning waste market is an important
prerequisite for the development of a circular economy. At the same time, the sale of waste by an
enterprise does not in itself mean that it will take further steps towards a circular business model.
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Figure 4. Preferred elements of a circular economy implementation according to respondents, %
Note. Figure based on the data by (Famosa et al., 2021)
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The second most popular element is the optimization of the production capacity use and all
beneficial properties of the product. The development of this function was fully or partially supported
by 65.9% of the circular, 58.9% of the traditional and 55.3% of the transitional enterprises. However,
this component also lies more in the plane of resource efficiency, which, without using other elements
of the circular business model, does not mean that traditional and transitional enterprises intend to
abandon the linear economy. Therefore, to understand the readiness for circular transformation, it is
important to identify what other elements of the circular cycle these enterprises plan to implement.
According to the survey results, traditional (linear) enterprises in the short term intend to develop the
service and repair sector (39.4%), expand the use of secondary raw materials (37.9%), and process
certain fractions of used products to generate heat and electricity, a fertile soil (33.7%). This indicates
that these enterprises generally do not plan to go beyond the linear business model.

In perspective, enterprises in the transitional stage of organizing production, plan to expand the
share of used secondary raw materials in the manufacturing of products (43.8%), develop the sphere
of processing used products to create new raw materials or products (35.1%), and share products,
services, logistics, databases with other enterprises (33.8%). Consequently, in this group of the
enterprises, 34 to 44% of the respondents are ready to increase the degree of circularity of their
business processes, and in some cases to abandon the linear business model altogether.

Circular enterprises also plan to build a system of joint use with other enterprises (55.0%),
expand the use of secondary raw materials in the production of products (53.7%) and develop the use
of secondary raw materials in product manufacturing (44.7%).

Only a third (33.3%) of the circular enterprises, a quarter (25.0%) of the transitional enterprises
and a fifth (21.5%) of the linear enterprises positively assess the possibility of using the product-as-
a-service business model in the future. As noted earlier, this may be due both to the lack of knowledge
about this model, and to the fact that enterprises are currently focused on elements of the circular
economy to a greater extent related directly to production processes.

According to the survey, most respondents believe that the development of the circular
economy is constrained by several barriers.

The lack of financial resources is an important and common barrier for all groups of respondents
to the implementation of the principles of a circular economy. This is because most enterprises believe
that the introduction of a circular economy should begin at the design and product development stage.
The enterprises with a traditional (linear) and transitional production model identified the lack of
technologies and information, primarily about successful projects, as the main barriers, while the
circular enterprises attributed the lack of a unified electronic database on the availability of waste of
secondary material resources to the main barrier.

A significant part of the respondents who have a linear (61.8%) and transitional (66.8%) way
of organizing production note that there are no technologies suitable for their enterprise. Also, the
representatives of these groups indicated a lack of information and practical examples of the
successful implementation of circular projects - 52.8% and 56.6%, respectively. At the same time,
only a third of the circular enterprises participating in the survey share this position. Moreover, 44.0%
of the respondents in this group completely and partially disagree with the lack of information on the
effectiveness of implementing circular economy principles and 33.3% do not agree with the argument
about the absence of circular technologies.

The enterprises with a transitional production model are most concerned about the lack of
consulting services (44.1%) and express uncertainty about the uninterrupted supply of secondary raw
materials (32.2%). At the same time, the circular enterprises (36.1% of respondents) are more worried
about the absence of a unified electronic database on the availability of waste of secondary material
resources compared to the other groups of respondents.

Despite the general similarity in assessing the significance of measures that can help in
overcoming barriers that impede the implementation of the principles of a circular economy, there
are some differences in the answers of the respondents.
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The Belarusian business sees state support as the main driver of the circular transition both
through the development and implementation of specialized state support programs and through tax
incentives, as well as the development of infrastructure for processing waste and secondary material
resources. Thus, about 80% of the traditional (linear) enterprises and 70% of the transitional
enterprises consider the development and implementation of support programs as the most effective
incentive tool, while for the circular enterprises this is the second most important factor.

The program of socio-economic development of the Republic of Belarus for 2021-2025, as part
of the implementation of the environmental policy, sets the goal of providing environmentally
friendly conditions for the life of citizens improving environmental protection, and effectively using
natural resources. A prerequisite for achieving long-term targets is the greening of the industry, which
ensures a decrease in the negative impact on the environment, the involvement of wastepaper, glass,
polymer waste, worn tires, waste oils, waste electrical and electronic equipment and others into
economic circulation, an increase in the production and consumption of environmentally friendly ,
that is, processed products. Measures are outlined to develop mutually beneficial cooperation ties in
terms of processing Belarusian cellulose into special types of paper and cardboard for the domestic
packaging industry, board products - into furniture, wood waste and low-grade wood raw materials -
into fuel pellets and briquettes. It will also continue to implement a set of measures to gradually
reduce the use of plastic packaging with its replacement with environmentally friendly ones,
including glass and paper (Republic of Belarus Ministry of Economy (2021).

The draft National Action Plan for the Development of a Green Economy in the Republic of
Belarus for 2021-2025 (Ministry of Natural Resources and Environmental Protection (2021)), which
is currently undergoing the final stage of approval by the Republic of Belarus Council of Ministers,
provides a development strategy regarding the circular economy of the Republic of Belarus for the
period up to 2035, as well as a number of measures to introduce the principles of the circular economy
in various types of economic activity.

CONCLUSIONS

The transition to innovative circular models is becoming global in nature, and the competitive
advantages of the development of this concept are becoming more obvious. In general, the concept of a
circular economy has not found widespread application in Belarus, but there exist already effective
examples for the implementation of circular business models in Belarus. These are factories for the
production of office paper from waste paper in the city of Borisov (Unitary Enterprise “Paper Mill” of
Goznak), the use of waste oils in the Krupsky District of the Minsk Region, the use of wood waste for
biofuel production in the city of Brest (PKUP “Kommunalnik™), operating services for the provision of
rental housing, cars, bicycles and scooters; biogas energy complexes based on the use of agricultural waste
in a number of agricultural organizations; implemented innovative projects for the introduction of low-
waste technologies at industrial and metallurgical enterprises, etc.(H. barosa et al., 2021).

The implemented projects on a "green" economy and cleaner production at individual
enterprises have only opened a window of opportunity for a circular economy. For the formation of
sustainable growth, further generalization of the results achieved in building "green™ growth points
and formulating directions that ensure an increase in the efficiency of the use of material resources is
required. Large-scale development and ensuring the effectiveness of the implementation of circular
business models require a combination of technological advances, innovations, as well as joint efforts
of stakeholders, business, and government representatives.

Studies show that representatives of the traditional (linear) business model intend to involve
secondary resources in the production process in certain production areas soon, while maintaining the
previously selected specialization to increase the economic efficiency of the business. .

The enterprises with elements of a closed cycle are focused on the full and efficient use of
resources and aim at increasing profits, including through the introduction of circular innovations in
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any production process. The technological superiority of such enterprises in the long term will ensure
their competitive advantages and will expand their market niche.

Considering modern global trends associated with, among other things, the introduction of
mechanisms for cross-border carbon regulation, trends in the introduction of a circular economy in the
Belarusian economy, as well as subject to the development and implementation of a set of all measures
planned for the current five-year period to develop a green, circular economy, the prospects for the
implementation of these concepts in the medium and long term can be assessed as optimistic. The
development of a circular economy in Belarus will contribute to economic growth through more efficient
use of available resources, recycling of waste and production of goods from secondary resources.
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ABSTRACT

Deep structural shifts have been the leading feature of the modern world. The study considers
the parameters and causes of structural change in the Ukrainian economy, as well as the relationship
between structural change on the one hand, and labor productivity and economic growth on the other.
The study shows that the accelerated reduction of the industrial sector, its technological
simplification and narrowing the variety of industries were the key features of the structural changes
model that occurred in Ukraine's economy after the global financial crisis. This was accompanied by
increased dominance of the tertiary sector and the growth of the primary sector. Such a trend of
structural shifts is not able to generate the necessary boost of economic growth.

Comparison of parameters and trends of structural changes in Ukraine’s economy and in a
comparable group of countries and the world as a whole show that the changes in the structure of
Ukraine’s economy were more intensive, but did not create sufficient potential for sustainable economic
growth. The author analyzes the gaps in labor productivity between economic activities and sectors of
Ukraine’s economy, as well as changes in their dynamics, which leads to the conclusions about the
relationship between the rates of technological development of different sectors of Ukraine’s economy
and the gradual slowdown of the already imperfect technological development of this country’s
industry. Using the apparatus of econometric modeling, the author evaluates the dependence of the
dynamics of GDP growth on the change of the indices of GVA in the sectors of this country’s economy.

Keywords: structural changes, index of structural changes, labor productivity, economic
growth, industrial sector, technological development.

Schimbarile structurale profunde au devenit principala caracteristica a economiei mondiale
moderne. Acest studiu examineaza parametrii §i cauzele schimbarilor structurale in economia
Ucrainei, precum si relatia dintre schimbarile structurale, productivitatea muncii si cresterea
economica. Studiul a ardtat ca trasaturile cheie ale modelului de schimbari structurale care au avut
loc in economia Ucrainei, dupa criza financiara globala, tin de reducerea accelerata a ponderii
sectorului industrial, simplificarea tehnologica a acestuia §i restrangerea varietdtii de tipuri de
productie. Aceasta a fost insotita de o crestere a dominatiei sectorului tertiar si de crestere a
sectorului primar. O astfel de traiectorie a schimbarilor structurale nu poate sa genereze o
accelerare necesara a cresterii economice.

Compararea parametrilor si tendintelor schimbarilor structurale in economia Ucrainei cu un grup
comparabil de tari si cu intreaga lume a ardatat ca schimbarile in structura economiei nationale au fost
mai intense, dar nu au condus la crearea unui potential de crestere economica durabila. Au fost analizate
decalajele in productivitatea muncii intre tipurile de activitate economica §i sectoare ale economiei,
precum si schimbarile in dinamica ale acestora, ceea ce a dat temei pentru concluzii despre raportul
dintre ritmul de dezvoltare tehnologica a sectoarelor economiei §i incetinirea treptatd in dezvoltarea
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tehnologica a industriei nationale. Cu ajutorul aparatului de modelare econometrica se estimeaza
parametrii dependentei dinamicii cresterii PIB de modificarile indicilor VAB ai sectoarelor economiei.

Cuvinte cheie: schimbari structurale, indicele schimbarilor structurale, productivitatea
muncii, crestere economicd, sector industrial, dezvoltare tehnologica.

OCHOBHbIM NPUBHAKOM COBDEMEHHOU MUPOBOU IKOHOMUKU CMANU 21yO0KUue CmpyKmypHbvle
cogueu. B Oannom uccredosanuu paccmampusaromcs napamempvl U HPUYUHbL CHPYKMYPHBIX
UsMeHeHuti 8 OSKOHOMUKe VYkpaumvl, a makdce C643b  CMPYKMYPHLIX — USMEHEHUU C
NpPOU380OUMENbHOCMbIO MPYOad U IKOHOMUYECKUM pocmoM. [IposedenHoe ucciedoganue nokasao,
umo Kuouesvie 0COOEHHOCMU MOOeNU CMPYKMYPHLIX USMEHEeHUll, NPOUCXOOUBUIUX 8 IKOHOMUKE
Yrpauner nocne mupogozo gunancosozo kpusuca, 3aKm04aNIUCL 8 YCKOPEHHOM YMeHblUleHUU 8eca
UHOYCMPUATLHO20 CEKMOpA, €20 MeXHOI02UYECKOM YIPOWEHUU U CYHCEHUU MHO2000pa3zus 6U008
npou3800cme. YrasanHoe conposodtcoanocy ycuieHuem OOMUHUPOBAHUS MPEMUYHO20 CeKmopa u
pocmom nepsuunoeo. Takas mpaekmopus CMpPYKMYPHbIX CO8U208 He CNOCOOHA 2eHepuposamy
HeobXo0uMoe yCKopeHue IKOHOMU4ecKko20 pocma.

CpasHnenue napamempog u meHOEHYUli CMPYKMYPHbIX CO8U208 & IKOHOMUKe YKkpaunvl u 6
CONOCMAsBUMOlL 2pynne CmMpaH U Mupe 6 UyeiomM NOKA3AN0, YMO USMEHEHUs 8 CMmpyKmype
HAYUOHANbHOU JIKOHOMUKU Obliu 0Oojee UHMEHCUBHbIMU, OOHAKO He Npuseiu K CO30AHUIO
00CmMamouHo20 NOMmeHyuala O0as YCmoudugo2o 3KoHoMuueckoeo pocma. Illpoananuszuposarwvl
paspviévl 8 NPOU3BOOUMENbHOCU MPYOa MeHcOy UOAMU IKOHOMUUECKOU OesamelbHOCMU U
CeKmMopamu SKOHOMUKU, A MAKICe UX USMEHEHUs. 8 OUHAMUKe, YMO O0al0 OCHOBAHUSL OJis 8bl80008 O
COOMHOWEHUU MEMNO8 MEXHOJI02UUeCKO20 PA38UmMuUs CeKMopo8 SKOHOMUKU U O NOCMENneHHOM
3ameo0neHuy  MexHOI02U4ecKo20 pazeumus Hayuonaivhou unoycmpuu. C  ucnorv3osanuem
annapama 3KOHOMEmpU4ecKko20 MOOeIUPOBaHUs OYeHeHbl Napamempuvl 3a8UCUMOCIIU OUHAMUKU
pocma BBII om usmenenus unoexcoe BJ{C cekmopoe 3KOHOMUKU.

Knrouesvie cnosa: cmpykmypHvle — cogueu,  UHOEKC — CMPYKMYPHbIX — U3MEHeHUL,
npOU3800UMENbHOCIb MPYOd, SIKOHOMUYECKUU POCH, UHOYCMPUATbHBIN CEKMOP, MEXHOI02UYECKOe
paszsumue.

INTRODUCTION

Structural shifts due to advances in production technologies and services are the main factor in
economic growth and a sign of development in a modern economy (Kuznets, 1973). According to the
three-sector model of economy, the principal direction of structural transformation is the transition
from primary production (agriculture and mining) to processing industries and then to the provision
of services (or the tertiary sector). The absorption of capital and technologies, which ensures the
achievement of high productivity, thus creating a basis for the flourishing of the post-industrial
service economy is of great importance for the development of the manufacturing, starting from the
stage of industrialization. The impulses of structural change are transmitted via the channels of
increasing productivity and redistributing factors of production in favor of sectors with higher
efficiency to attain sustainable economic growth.

The decade after the global financial crisis was marked by structural trends opposite to those
prevailing in previous period. The role of manufacturing in the world economy strengthened and it
returned to leading positions. In particular, the contribution of the manufacturing to the generation of
global GDP increased by 1.3% during 2009-2018 to reach 15.4% (2018), including in developing
countries - by 1.1%, and in the industrialized countries - by 0.7% (UNIDO 2019). The radical
transformations in the world’s industrial landscape caused by the development of technologies of the
"fourth industrial revolution” led to the emergence of new types of production, which gave additional
impetus to structural changes in the global economy and exacerbated competition in the markets.
Against this background, for Ukraine, with its inefficient economic structure and insufficiently
modernized production technologies, the risks of further sliding down to the margins of global
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development and weakening of its geopolitical positions are increasing. Therefore the problem of
structural reforms primarily based on industry and achievement of sustainable growth of the national
economy becomes of particular importance.

STRUCTURAL CHANGE AND ECONOMIC GROWTH: A LITERATURE REVIEW

Structural shifts and assessments of their impact on the economic growth of individual countries
and the world have long been a subject of scientific research (Saccone & Valli, 2009). These topics
have never lost their relevance, given the dependence of each country’s geopolitical position on the
production structure of its economy (IDR2020, 2019). The researchers’ attention is attracted by the
trends in structural changes (Diao et al., 2017), and identification of their levers and determinants
(labor, capital, innovative technologies, savings, national and foreign investment, and foreign trade)
(Bekkers et al., 2021).

In the Ukrainian academic community, there is an intense debate about the challenges facing
this country’s economy in the context of structural shifts in the world economy. The external factors
of the obvious process of structural simplification of Ukraine’s economy and its approach to the
structural characteristics of the less developed economies are revealed, which are due to the peripheral
status of this country’s economy in global production chains (Cinenko, 2017). Analysis of the key
features of Ukraine’s economy, which is classified as small, open and raw material based in terms of
the structure of production and exports (Kopa6uin, 2017), revealed a weakening of macroeconomic
dynamics, and the threat of further technological lag behind more innovative and dynamic economies.
Study of the domestic causes of the distortion of the structure of Ukraine’s economy showed their
institutional dependence on property relations, which appeared against the background of non-
transparent campaigns for the privatization of state property, the emergence of super-profitable
private monopolies and establishment of the power of oligarchs (Kindzerski, 2021). The specific
features of the business financing models are revealed, which are based on the use of shadow reserves
and “offshorization” of financial relations, which create considerable financial constraints to
restructuring the economy (3umosers et al., 2019).

Consideration of a wide range of issues of inclusive development made it possible to
substantiate the need for transition to a model of economic growth, in which a human, with the level
and quality of his life is the center of concentration of efforts intended to implement structural changes
(BobOyx et al., 2020). In the context of the search of tools for effective economic policy, the
advisability of “smart specialization”, which is based on a combination of scientific and
technological, innovational, regional and industrial policies and is intended to promote structural
modernization of the economy is proven (€ropos et al., 2020). The study of regional proportions and
the hierarchy of regions in the national economy showed the priority of the development of
manufacturing to ensure the well-being of regional population, and proved that the further
decentralization of state powers, development of a new industrial sector based on Industry 4.0
technologies is the key to strengthening regional economic viability and overcoming structural and
territorial disparities. (Shovkun, 2019a). The expediency is substantiated of implementing a
development strategy based on the expansion of domestic market, and on its ability to meet the
consumers’ needs and to correct imbalances in foreign trade (Ostasko, 2019) (Shovkun, 2020).

This study involves assessing the parameters of structural changes that took place in Ukraine
during the 2000s, identifying the efficiency of structural changes in terms of labor productivity and
dynamics of economic growth, and determining approaches to the development of structural policy.

Methods for measuring structural shifts

Structural shifts are estimated using several indicators. Most often, the structural change index
is used (Diao et al., 2017), which estimates the degree of shifts in the sectoral composition of the
economy that occurred over a certain period.

ISCyy = 1/2 Yic1 VA — VAje—y| 1)
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where ISCva - index of structural changes in terms of value added,;

n - number of economic sectors (economic activities, industries);

VAitand VA 1) - share of value added of sector i in the current period t and in previous period
(t-1).

The other indicator, the coefficient of structural changes, measures the changes in the
composition of employment by economics sectors:

ISC; = 1/2 i=1 |1Lit = Lie—1y| (2)

where ISC. - index of structural changes by the number of employed,

and Litand Lig-1) - the share of employed in economic sector (economic activity, industry) i in
the current period t and in previous period (t-1), respectively.

Both variants of the index are used to measure the intensity of spatial structural changes - in
individual countries, and in economic regions, which ensures the comparability of estimates.

To identify the qualitative effect of structural shifts, a complex indicator is used — the index of
productivity gains (1sp) , which is calculated by the shift-share method:
n Lig-1)AP; n Pie-1AL; n ALiAP;
i=1"p,_ + 2i=1 Pas, + i1 Pon 3

where, in addition to the already mentioned indicators, there is P.1)- labor productivity (that
is, value added in constant prices per one employed) in the base period,;

AP;j - the increase in labor productivity in sector i in the current period (t) compared to the base
period (t-1);

ALi - the increase in the share of employed in economic sector i in the current period compared
to previous (base) period.

[ap =

Transformation of the structure and dynamics of Ukraine’s economy

According to UN data on industrial development, Ukraine's economy belongs to the category
of emerging industrial economies, closely integrated into global trade and production chains
(IDR2020, 2019). Such integration potentially promotes the transfer of new production technologies,
and intensifies industrial development and economic growth. However, in the global system of
production linkages, Ukraine has a predominantly raw material specialization, which causes this
country’s excessive dependence on price fluctuations in the global markets and economic instability.
Ukraine's GDP growth during 2000-2019 with short periods of ups was dominated by waves of crises
and deep falls (Figure 1), which were caused by external influences (the global financial and
economic crisis of 2008-2009, and by the loss of part of this country's economic potential as a result
of Russian aggression and occupation of territories of industrially intensive regions since 2014).
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Figure 1. GDP dynamics and structural changes in Ukraine’s economy in 2000-2020.
Source: calculated according to data of the State Statistics Service of Ukraine. http://www.ukrstat.gov.ua/
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At the same time, the structural changes that took place in Ukraine’s economy exceeded in
intensity the world level and the level of the comparable group of Central European and Baltic
countries (similar to Ukraine by development level) (Figure 2). In particular, the average level of the
index of structural changes (estimated in terms of value added) in Ukraine reached 2.1 in 2000-2019,
while in the comparable group of countries it registered 0.6, and globally - 0.5.

4 Ukraine
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Baltic countries

0,5 —e—World

2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
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2018
2019

Figure 2. Index of structural changes (value added) globally and in Ukraine in 2000-2019.
Source:World Development Indicators. https://databank.worldbank.org

Usually, intensive structural change is associated with greater opportunities for economic
growth arising due to increased aggregate productivity and income (Mijiyawa & Conde, 2020). This
is confirmed by the examples of Asian countries (China, India, etc.), where structural changes
contributed to economic growth (Bekkers et al., 2021). However, structural shifts in Ukraine appeared
destructive for the economy, because they were accompanied by the loss of a significant part of the
manufacturing potential, a considerable GDP decline and sluggish economic dynamics.

The share of service sector is constantly growing. This tendency in the Ukrainian economy
appeared a long time ago and did not change during 2000-2019 (Figure 3). The development of
service sector in Ukraine corresponds to global trends, but the development of the industrial and
agricultural sectors is different. The short period of industry based economic recovery and growth
(2000-2007) was interrupted by the strikes of crises that caused significant damage to this country’s
industrial potential. Distinctive features of the structural changes in Ukraine’s economy after 2007
were, on the one hand, a significant decrease in the share of the industrial sector (primarily the
manufacturing), and on the other, a rapid increase in the share of the tertiary and primary sectors
(Figure 3). In particular, the reduction in the share of the industrial sector in Ukraine's GDP reached
22.5% (at the end of the analyzed period), which is less than the world level (25.6%) and less than
that of the comparable group of Central European and Baltic countries (27.6%). At the same time,
the share of the manufacturing in Ukraine reduced to 10.8% of GDP, while globally it is 15.4%, and
in the comparable group it is 17.6%.
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Figure 3. Sectoral composition of gross value added in Ukraine in 2000-2019 (at constant 2016

prices), %.
Source: State Statistics Service of Ukraine. http://www.ukrstat.gov.ua

However, by the share of agricultural sector (9% of GDP in 2019), Ukraine is almost three-fold
ahead of global average, and even more so relative the comparable group of countries. The advantages
associated with developed agriculture and the ability to build long chains of domestic production are
underutilized and are even lost for economic growth leading to the situation when it is raw materials
that are exported to world markets, rather than processed products. Moving from the agrarian
economic pattern to the industry and service based one provides countries with economic progress in
the form of rapid growth in real GDP and overcoming poverty, while movement in the opposite
direction will not produce such results. In general, the reproduction mode of the primary sector
(mining and related primary processing industries, and agriculture) is only capable of generating
relatively low rates of economic growth.

Efficiency of Structural Change: Labor Productivity and Economic Growth

Efficient structural change is a determining condition for economic development. Estimations
of efficiency carried out using labor productivity indicators show contradictory processes in the
Ukrainian economy. On the one hand, there are long-term trends towards increased productivity in
all sectors, which indicates their modernization. But on the other hand, the dynamics of productivity
growth is slowing down, which is associated with the negative impact of shifts in employment
structure on the overall productivity.

There are significant disparities in labor productivity across economic sectors. Calculations
suggest that industry retains the leading position in labor productivity (hereinafter we refer to the
indicator of the volume of gross value added in constant 2016 prices per one employed by economic
activity) surpassing the service sector, and furthermore the agricultural sector (Figure 4). However,
the gap between the sectors is constantly decreasing.


http://www.ukrstat.gov.ua/

64
Theoretical and scientifical journal

250
Total
200
150 Agrarian sector

100
—a— Industrial sector

50

thousand UAH per 1 person

—&o— Service sector

O o N M ¥ D © I 0 O O 1 N M T 1O © ™~ 0 O
O O O O © © © © © O «dH o d d o A o A —d
O O O O O O O O O O O O o o O O O o
N AN AN N N N N N N N N N N N N N N N N N

Figure 4. Labor productivity in terms of gross value added by sectors of Ukraine’s
economy in 2000-2019.
Source: calculated according to data of the State Statistics Service of Ukraine.
http://www.ukrstat.gov.ua/

Analysis of the growth dynamics in productivity for 2000-2019 indicates the positions of the
above mentioned sectors are diametrically opposite. Productivity in the agricultural sector grew
almost continuously, so the final value reached the highest level of 2.5. Productivity indexes in the
services and industrial sectors only were 1.8 and 1.6, respectively, although the two sectors had better
starting positions in 2000-2007. The lag of these two sectors is caused by a fall in their productivity
during the crisis in 2008-2009, and in the industrial sector also during 2012-2015 (which was due to
the severance of trading ties with the main at that time and traditional for Ukrainian exporters sales
markets in the CIS countries).

Detailed data about employment and productivity by economic activity (Table 1) show a high
concentration of workers in industries with low productivity. In particular, Ukraine’s main employers
are trade and agriculture (where more than 41% of employed are concentrated), whose productivity
levels are among the lowest of all economic activities. While by the number of employed, trade ranks
first, in terms of productivity this sector ranks 11th, and agriculture - 2nd and 10th, respectively.
These low-productivity sectors are characterized by relative stability in employment even during
crises and by the ability to absorb free labor.

Intelligently intensive commercial services and services using new technologies are
characterized by high productivity. Activities in these categories surpass the average level of
productivity in the economy by 3.0 - 3.5 times (2019), and some of them - by more than 4.2 times
(realty, financial and insurance, information and telecommunications). These activities together
provide jobs for 13.4% (2019) of total employed in the economy. The number of employees in the
sectors with highest productivity decreased over the observation period, for example, because of the
systemic banking crisis in Ukraine, which was accompanied by the liquidation of dozens of banks in
2014-2016. The limit of the ability to absorb labor in the whole group of high-productivity services
so far never exceeded 15.5%. Other activities in the service sector (including trade) are lagging far
behind by productivity, but it is in them where most employees (50%) are concentrated, which
determines the sector's total productivity.


http://www.ukrstat.gov.ua/

ECONOMY AND SOCIOLOGY

65

Table 1
Labor productivity (LP) and employment by economic activity in Ukraine in 2012-2019
LP, LP LP Share of Employed Employed
thousand ranking | index employed, number number
UAH per % ranking index
Activity 1 person
2019
2019 2019 | to 2019 2019 2%?;0
2012
Total 157.4 1.10 100.0 0.86
Agriculture, forestry and 99.0 10 | 138 18.2 2 0.1
fishing
Industry 208.3 4 0.96 14.8 3 0.76
Construction 114.6 8 1.35 4.2 8 0.84
Wholesale and retail trade;
repair of motor vehicles 93.0 11 0.92 22.9 1 0.91
and motorcycles
Transportation and storage 171.8 6 1.15 6.0 5 0.87
Accommodation and food 62.7 14 1.27 1.8 12 0.93
service activities
Information and 380.3 3 1.35 1.7 13 0.97
communication
Financial and insurance
activities 427.7 2 1.56 1.3 15 0.67
Real estate activities 665.9 1 1.63 1.6 14 0.81
Professional, scientific and
technical activities 188.3 5 1.30 2.5 9 0.84
Administrative and support | 4, 5 9 1.22 1.9 11 0.92
service activities
Public administration and
defence, compulsory social 144.2 7 1.32 5.3 7 0.87
security
Education 65.6 13 1.10 8.4 4 0.85
Human health and social 60.5 15 | 1.07 5.9 6 0.82
work activities
Aurts, entertainment and 73.7 12 112 12 16 0.88
recreation
Other types of economic 58.5 16 1.44 2.2 10 0.90
activity
Source: calculated according to data of the State Statistics Service of Ukraine.

http://www.ukrstat.gov.ua/

The next in terms of productivity is industry, which occupies the 4th place by this indicator and
exceeds the average level by 1.3 times. Industry remains a major employer providing jobs for 14.8%
of the employed population, but is rapidly reducing its jobs number (-24% during 2012-2019). People
who lost their jobs in industry mainly move to low-productivity industries because transition to high-
productivity sectors is constrained for them by a lack of corresponding vocational training. Therefore,
there is a need to promote education, in particular, by encouraging people of all ages to study and
renew their professional skills.

Analytical calculations (Figure 4, Table 1) illustrate the fact that the productivity in the
industrial sector itself serves not only the main source of total productivity, but also an engine of
economic dynamics. Therefore, changes in the structure of employment associated with the flow of
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workers from industry to low-productivity sectors, as well as the conversion of labor flow into a
driving force of structural transformation, slow down the overall potential for increasing productivity
and growth of the national economy.

The sources of increasing productivity in economic sectors include, firstly, capital
accumulation, technological changes, and rational use of economic resources; second, the movement
of workers from low to high-productivity activities. The influence of sources of both categories on
the change in labor productivity is defined by the shift-share method. Calculations reveal a significant
difference between them both in the impact strength and in impact direction (Figure 5).
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Figure 5. Structural components of labor productivity growth index in Ukraine’ economy in
2000-2019
Source: calculated according to data of the State Statistics Service of Ukraine. http://www.ukrstat.gov.ua/

The influence of internal sources on the productivity dynamics (within effect), being the
former’s effectiveness based on investment, technological innovation, and careful use of resources,
is dominant and mostly positive. The internal resources determine about 90% of productivity change
in the economy. Thanks to them, according to calculations, the labor productivity index almost
doubled during the observation period. However, the lack of capital accumulation by industrial
enterprises, passivity in the introduction of new technologies, and irrational expenses made their
impact, leading to negative productivity dynamics in 2005, and in 2009-2010 and slowed down its
growth in subsequent periods. No wonder the unfavorable investment climate, low investment
activity of business, and the investors' disappointment in the possibility to receive loans on acceptable
terms are recognized as the main obstacles to accelerating economic growth in Ukraine (Shovkun,
2019b) (Zymovets et al., 2021).

The contribution of the static structural effect, as well as that of dynamic structural effect, to
changes in the productivity dynamics is relatively small and mostly negative. Statistical assessments
of both these effects confirm that shifts in employment proportions between sectors negatively
affected productivity growth rates between 2000 and 2019. (Figure 5). Temporary positive effects
took place during periods of accelerated productivity growth in all sectors, especially in the industrial
sector (in 2004, 2006-2008), as well as against the background of a shift in the employment
proportions in favor of real production (2019).

The structural factors are closely integrated into the process of economic growth. A multiple
regression model was built (1) to test the influence of structural factors on economic dynamics.
Selection of the model’s factorial features was preceded by analysis of the correlation between the
explanatory (exogenous) variables and testing for multicollinearity. Considering the existence of a
linear relationship between the dynamics of growth in the service sector and that in the industrial
sector, two exogenous variables were selected for the model.
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GDP_gr=0,135+ 0,167 Agr_gdp_gr + 0,713 Ind_gdp_gr Q)

Prob. t-Statistic ~ (0,0358) (0,0009) (0,0000)

R?=0,95; DW = 1,577; Prob (F-statistic) = 0,0000;

where GDP_gr - GDP physical volume index (in prices of previous year);

Agr_GDP_gr - index of physical volume of gross value added in the agricultural sector (in
prices of previous year);

Ind_GDP_gr - index of physical volume of gross value added of the industrial sector (in prices
of previous year).

The multiple coefficient of determination (0.95) demonstrates a significant tightness of the joint
influence of independent variables on the dependent variable. The regression equation is quite
reliable, which is confirmed by the statistical significance of the regression coefficients, F-statistics.
Investigation of the model’s random deviations (using the Durbin-Watson statistics, Breusch-Godfrey
test, White, Glazer and Breusch-Pagan tests) indicates the absence of autocorrelation of residuals (1st
and 2nd orders) and homoscedasticity of the variance of residuals, which confirms reliability of the
regression’s estimates.

The results of econometric simulation show that in 2003-2020, the growth of GDP physical volume
was determined by the corresponding dynamics of the industrial and agricultural sectors. The equation’s
coefficients measure the quantitative influence of each factor on the dependent variable, and therefore it
can be stated that GDP index increases by an average of 0.167 points due to the increase in GVA index
of the agricultural sector by 1 point per year (other exogenous factors being unchanged), but by 0.713
points - due to increase in GVA index of the industrial sector (under similar conditions). Thus, the second
factor has a greater effect on the result than the first one. Therefore, the parameters of regression
simulation confirm the influence and significance of the structural factors for economic dynamics.

CONCLUSIONS

The study shows that Ukraine’s economy has experienced significant structural shifts over the
past two decades. The intensity of these shifts exceeded not only the global average, but also the level
of a comparable group of Central European and Baltic countries. However, the change in the direction
of structural transformations, whose turning point was the global financial crisis of 2008-20009,
determined the fact those transformations did not yield a sufficient potential for sustainable economic
growth. While at the initial stage (2000-2007) the rise in the tertiary sector’s share in GDP was
combined with the strengthening of the secondary sector, which together created proper conditions
for a dynamic increase in productivity and provided high rates of economic growth, then at the final
stage the configuration of forces changed. A decrease in the share of the secondary sector (especially
the loss of part of the potential in the manufacturing, the latter’s technological simplification and
narrowed product assortment), together with the strengthening of the primary sector, and waves of
economic crises and Russian aggression, led to a temporary drop in productivity, followed by a
slowdown of its growth rates and a deceleration of economic recovery. This pattern of structural
changes is burdened by the risks of deeper structural inconsistency of Ukraine’s economy with the
cardinal changes taking place in the world economy, generated by the progress of Industry 4.0
technologies and by production diversification.

The considerable productivity gap between economic activities is only deepening. The contrast
is especially sharp within the tertiary sector between high-tech services and the rest of services, where
the gap is more than 11 times. This although the differences between sectors’ labor productivity
remain, as well as the distances between them are reducing. Certainly, productivity gaps between
individual economic activities and sectors reflect the degree of differences in their technological
development, which depends on the pace of introduction of new production technologies, the rate of
capital investment inflow, and the quality of labor force. On that basis, we note that technological
development is proceeding more rapidly in the agricultural and service sectors than in the industrial
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sector, which indicates a gradual slowdown of the already imperfect technological development of
Ukraine’s industry threatening with a subsequent loss of its competitiveness.

Under such conditions, it is quite predictable that technological backwardness of this country’s
industry causes a slowdown in economic growth. The study substantiates that GDP index rises by an
average of 0.71 percentage points as the industrial sector's GVA index grows by 1 point per year
(other exogenous factors being unchanged). Therefore, industrial development is an influential and
significant prerequisite of economic growth, and no other sector has such a driving force.

The estimates made based of calculating the disaggregated components of labor productivity
index revealed that the dominant positive role in productivity growth is played by internal sources
based on capital investments, introduction of technological innovations, and prudent use of resources.
Thanks to their action, labor productivity in Ukraine’s economy almost doubled during 2000-2019.
The other source - shifts in the employment structure - plays a modest and mostly negative role in the
changes in labor productivity. Proportions of the distribution of employment are shifted towards low-
productivity activities and sectors (more than 41% of the employed are concentrated in trade and
agriculture, while only a minority are engaged in high-productivity services and the manufacturing).
Changes in the employment structure associated with the loss of jobs and transfer of workers,
primarily from industrial sector to low-productivity ones, are causing a decline of the overall potential
of labor productivity and economic growth.

The results of the study show that when developing structural policy, the goal should be to
attain high productivity by changing the balance of power in the economy towards the formation of
centers of economic growth based on encouraging investment in innovative and technological
modernization and diversification of production.
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ABSTRACT

This paper is focuses on the intercultural side in the management of enterprises in the Republic
of Moldova. It aims to identify and analyse the cultural characteristics of managers with business
experience in enterprises in various branches of the Republic of Moldova economy and students
enrolled in economic studies, potential future managers. The survey conducted in 2020 and 2021 was
based on the culture model of Trompenaars and Hampden-Turner that includes seven dimensions:
universalism versus particularism, individualism versus communitarianism, neutral versus affective,
specific versus diffuse, achievement versus ascription, sequential versus synchronous time, inward
direction versus outward direction. The main purpose of the study is to establish the “national
profile" of the Republic of Moldova, which was developed based on information collected from two
segments of respondents: managers and students pursuing economic studies.

The results of the study showed that the "national profile™ of the Republic of Moldova is
characterized by particularism, individualism, neutrality with interconnected personal relationships,
with the assignment of status in accordance with personal achievements, consistent temporal
orientation and internal control of the environment. In turn, the knowledge of national characteristics
can also determine the influence of intercultural management of Moldovan enterprises. Based on the
identified cultural characteristics, the basic principles of management (behavioural and relational)
were determined, contributing to the reduction of cultural differences both in Moldovan business at
national and international level - for foreign enterprises in the Republic of Moldova. To increase the
effectiveness of intercultural interaction, the study of the cultural environment from the point of view
of the identified parameters will contribute to the selection of the most efficient management methods.

Keywords: Cultural dimension, national culture, Republic of Moldova, manager, Trompenaars
and Hampden-Turner, management, cultural profile.

Prezenta lucrare vizeaza latura interculturala in managementul intreprinderilor din
Republica Moldova. Ea are drept scop identificarea si analiza caracteristicilor culturale ale
managerilor cu experienta in afaceri in cadrul intreprinderilor din diferite ramuri ale economiei
Republicii Moldova si ale studentilor inmatriculati, la studii economice, potentiali viitori manageri.
Sondajul realizat in 2020 si 2021, s-a bazat pe modelul culturii a lui Trompenaars si Hampden-
Turner care include sapte dimensiuni: universalism versus particularism, individualiSm versus
comunitarism, neutru versus afectiv, specific versus difuz, realizare versus atribuire, timp secvential
versus timp sincron, directie internd versus directie externd. Scopul principal al studiului este de a
stabili ,, profilul” national din Republica Moldova, care a fost elaborat in baza informatiilor colectate
la doua segmente de respondenti: manageri si studenti ce urmeaza studii economice.

Rezultatele studiului au aratat ca ,, profilul national” al Republicii Moldova se caracterizeaza
prin particularism, individualism, neutralitate cu relatii personale interconectate, cu atribuirea
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Statutului in conformitate cu realizarile personale, orientare temporala consecventa si control intern
al mediului. La randul sau, cunoasterea caracteristicilor nationale poate determina si influenta
managementul intercultural al intreprinderilor moldovenesti. Pe baza caracteristicilor culturale
identificate, au fost determinate principiile de baza ale managementului (comportamental gsi
relational), contribuind la reducerea diferentelor culturale atdt in cadrul afacerilor moldovenesti la
nivel national, cat si international - pentru intreprinderile straine din Republica Moldova. Pentru a
creste eficacitatea interactiunii interculturale, studiul mediului cultural din punctul de vedere al
parametrilor identificati va contribui la selectarea celor mai eficiente metode de management.

Cuvinte cheie: dimensiune culturald, cultura nationald, Republica Moldova, manager,
Trompenaars si Hampden-Turner, management, profil cultural.

Hannas paboma okycupyemcsa Ha MedCcKy1bmypHOU CIMOpPOHe YNPAGIeHUs NPeOnPUAMUAMU
6 Pecnybnuxe Monoosa. Ona nanpaeieHa Ha 6blA6IeHUE U AHATU3 KYJIbMYPHBIX XAPAKMEPUCTIUK
MeHeOHCepos ¢ ONbIMOM Be0eHUsl OuzHeca Ha NPeonpusmuUax 8 PaziuyHbIX OMPACIAX IKOHOMUKU
Pecnybnuxu Monoosa u cmyoenmog 3KOHOMUYECKUX DAKYIbMenos - HOMEHYUAIbHbIX MEHEONCEPOS.
Onpoc, npogeodennviti 6 2020 u 2021 2odax, 6Ovin ocHosan Ha KyabmypHou mooeiu DoHca
Tpomnenaapca u 4. Xomnoen-Tepuepa, xomopas eKmouaem cemb USMEPEHUIl: YHUBEPCATUZM
npomu8 NApMuKyIApUIMA, UHOUBUOYATUIM NPOMUE KOMMYHUMAPUMA, HEUMPALbHbIU NPOMUS
appexmusnozo, KOHKpemHbvlll npomus Ouppy3Ho2o, OOCMUNCEHUs NPOMUE ampuodyyuu,
nocnedosamenvHoe 8pems NPOMuE CUHXPOHHOE 8peMsl, 6HYMpeHHee HanpagieHue no CPAGHeHUI ¢
gHewHum Hanpasieruem. OCHOBHASA Yelb UCCIe008AHUsL - YCIAHOBUMb « HAYUOHATbHBIN NPOPDUTLY 8
Pecnybnuxe Monoosa, komopulil Ovbln paspaboman Ha 0CHOBe UHGOpMaAYULU, NOIYHEHHOU Om 08YX
Ce2MeHmo8 peCnoOHOEeHMO8: MEHEOHCePO8 U CMYOEHMO8, U3VUAIOUWUX IKOHOMUK).

Pezynomamet uccnedosanus noxkazanu, 4mo «HayuoHanbHull npoghunvy Pecnyonuxu Mondosa
xapakmepusylom NapmuKyIapusm, UHOUBUOVAIUM, HEUMPAIbHOCMb €  83AUMOCEA3AHHBIMU
JIUYHBIMU OMHOUWEHUSMU, C NPUCBOCHUEM CIAMYCd 8 COOMBEMCMEUU C TUYHBIMU 00CIUNCEHUSIMU,
NoCe008amebHOl 8PEMEHHOU OpueHmayuel U HympeHHeM KOHMpoemM oKpycaroujeli cpeovl. B
€800 0Yepedb, 3HAHUE HAYUOHAILHBIX OCOOCHHOCMEN MOJcem Onpeoeisims U GIusimb Ha
MEJNHCKYTIbIMYPHBIL MEHEOHCMEHM MON0ABCKUX npednpuamuil. Ha ocnoge 8bias1enHbIX KYIbmMYPHBIX
xapakmepucmuk — Ovliu  onpedenenvl  6A308ble  NPUHYUNBL  YNPAGIeHUs (nogedenuecKue U
PeNAYUOHHbIE), CNOCOOCMBYIOUUEe COKPAUEHUIO KYIbMYPHLIX PA3TUYUL KAK 8HYMPU MOLOABCKO20
OuU3Heca Ha HAYUOHAILHOM YPOBHE, MAK U MENCOVHAPOOHOM - OJisl UHOCMPAHHBIX NPEeONnpUusimuil 6
Pecnyonuxe Monoosa. /[ns nosviwenus 3¢p@hekmusHOCmuU MeHCKYIbMYPHO20 63AUMOOEUCMBUSL,
uzyuenue KyIbmypHot cpeodbl ¢ MOYKU 3PEHUs 8bISGIEHHbIX Napamempos, 6yoem cnocob6cmeosams
8b100pYy Hauboee IhpHeKmuUsHbIX MemMoO08 YNPABIeHUs.

Knroueswie cnosa: Kyromyproe usmepernue, HayuoHaivHas Kyiemypa, Pecnyonuxa Monoosa,
Mmeneodxcep, Tpomnenaapc u Xomnoen-Teprep, meHeoHcMenm, KyibmypHulll npoQpus.

INTRODUCTION

Nowadays we are all witnesses of a high level of international interaction of people, societies,
and countries. The cultural metamorphoses in the Republic of Moldova are very intense, without
historical precedent, both due to the general trend of globalization (foreign trade, investments, etc.), the
transition to another economic-political system, and mass emigration. People assimilate new
knowledge, new ways of approaching problems, new values, attitudes and skills._ The modern world is
much more complex than we may think. Modern technologies, especially in this period of Covid-19
pandemic, offer companies possibilities to interact virtually across borders and most businesses, either
multinational, middle-sized or small, connect with their clients, partners and suppliers coming from
abroad using off-line or on-line approaches. (emails, messages, projects, conferences, meetings etc).
Both approaches need to use intercultural management as tool of successful interaction (Huang, 2020).
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The topics describing the influence of national culture on business and management are
increasingly analysed in international scientific papers by researchers all over the world (Jacob, 2005;
Taras et al., 2009). They help develop our understanding of the interaction between culture and
management through different paradigms at different levels: international, national, organizational,
interpersonal and individual (Romani et al., 2018).

In the Republic of Moldova, the importance of studying the peculiarities of national culture is
still poorly realized at the societal level, on one hand, and at the management level of enterprises, on
the other hand. There is a limited number of researches identifying the specifics of the national culture
carried out within the Moldovan economic entities. The ,,cultural profile” in the Republic of Moldova
containing a set of specific characteristics called “cultural dimensions” that represent value constructs
used to describe and differentiate cultures (Management Association, 2014) was established.
Awareness to the dimensions of the national culture in our country will let us identify intercultural
specific characteristics in the management of enterprises in the Republic of Moldova, thus, being
possible to determine the methods and techniques to be imported in order to increase the managerial
efficiency of domestic economic entities. In addition, it will help to educate an individual with a
,.global mindset! which is the only way for a business to succeed across cultures.

In order to assess the national culture similarities and differences, it is certainly necessary to
use specific models to examine the cultural dimensions of values. The models proposed by various
specialists in the field of culture and management are not all encompassing and are not mutually
exclusive (F. Trompenaars & Hampden-Turner, 2011). Each approach presents different perspectives
and can be useful separately or in combination with others.

The goal of the present study is to analyse the dimensions of the two research segments’ cultural
and intercultural organizational framework: managers and students that have chosen their future
career in management or business.

In this regard, we set the following specific objectives:

v'To analyse the way in which individuals from the two segments, managers and
students, perceive the national-cultural reality of the Republic of Moldova.

v To make a comparative analysis of the two investigated groups cultural dimensions.

v'To establish general national cultural profile in the Republic of Moldova and
analyse its influence on intercultural management of Moldovan enterprises.

v'To offer specific recommendation to improve intercultural management in
accordance with each cultural dimension.

Based on the literature, observations of managers and students behaviour in the
context of the problem presented, the following hypotheses were advanced and verified:

1. There is a differentiation in terms of nature and level of importance of values and behaviours
according to the proposed model between active managers and students, representatives of the
population not influenced by economic and/or economic/managerial education, belonging to
generation Z, those born after 1995, perhaps the most argued generation, representing the managers
of the near future of enterprises in the Republic of Moldova. The fact that they are “digitally” born,
have had access to communication and information technologies from a young age, have had access
to all the knowledge of the world at a click’s distance, almost anytime and anywhere make them very
different from previous generations (David, 2015).

2. Knowledge of the Moldovan “cultural profile” would be useful at the national level, as well
as internationally, to offer managerial advice to enterprises to become more competitive in domestic
and international markets.

! Why Global Mindset® is Essential on https://thunderbird.asu.edu/knowledge-network/global-
mindset-essential
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LITERATURE REVIEW

Intercultural concepts and contexts have inspired researchers, especially those who analyse
culture and its impact on enterprise management, to examine the effect of a society's norms and values
on the individual within a society and enterprise. Adler argues that “organization culture does not
erase or diminish national culture. Employees and managers bring their ethnicity to the workplace ”
(Adler & Gunderson, 2008).

The model that we have applied in our research is that of Fons Trompenaars?, Dutch researcher
and practitioner in the field of culture and business issues, and Charles Hampden-Turner?, British
researcher and author of numerous books on culture, intercultural competence, and business
dilemmas. They based their model with seven key dimensions, having foundation in the works of
anthropologists Kluckholn and Strodtbeckin stating that people from different cultures are
accustomed to have specific hierarchies of values, called “a continuum®™, that depend on the
perceived importance of each value. Cultures are different due to specific 'value orientations', i.e.
conceptions of what is considered desirable or appropriate and vice versa. According to Kluckhohn
and Strodtbeck (Kluckhohn & Strodtbeck 1961:11), there are possible criteria for describing value
orientation: orientation towards the human being; the human-nature orientation; orientation in time
(past, present, future); orientation in activity; and relational orientation regarding the concept of space
(private/public).

Parsons & Shils proposed a model of five pairs of cultural dimensions that determine people's
preferences and choices: affectivity - affective neutrality; orientation towards “I” - orientation
towards the community; universalism - particularism; attribution - realization; and specificity -
diffusion (Parsons & Shils 1951:80-85).

The measure of inward-outward control that Trompenaars and Hampden —Turner used is that
of Rotter’s locus of control theory (Rotter, 1966) and the measure of time perspective is derived from
Cottle’s reserch (Cottle, 1968).

Thus, Trompenaars and Hampden-Turner, based on the above-mentioned concepts, came to
define culture as a “matrix” of assumptions, categories, concepts and values that describe people's
attempts to solve various problems that arise in everyday life but also in business. They focused on
the idea that people solve problems in three ways: “those that arise from our relationships with other
people; those that come from the time perception; and those related to the environment” (F.
Trompenaars & Hampden-Turner, 2011). Their model goes beyond the framework of anthropology
and sociology and shows how these dimensions also affect the process of management in different
cultures. The cross-cultural model contains seven polar dimensions of culture.

Universalism versus Particularism are parameters of culture that characterize the importance
of formal relations in society.

Individualism versus Communitarianism are parameters of culture that characterize the
behaviour of individuals and groups in a society.

Neutral versus Affective are cultural parameters that characterize the degree of emotionality
and its exteriorization in social and business relationships.

Specific versus Diffuse are the parameters of culture that characterize the degree of
differentiation between the personal and public space of a person.

Achievement versus Ascription are parameters of culture that characterize the ways of
acquiring high status in society.

Sequential time versus Synchronous time are parameters of culture that characterize people’s
perception of time.

Outward direction versus Inward direction are parameters of culture that characterize
people’s attitude to their environment.

I Http://www2.thtconsulting.com/about/people/fons-trompenaars/
2 http://www2.thtconsulting.com/about/people/charles-hampden-turner/
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For the first time, the mentioned model was used in cross-cultural study in the Republic of
Moldova for establishing the dimensions and their variations in 2017 (Pirlog, 2017). Later, the model
was used to analyse the impact of cultural dimensions on intercultural competence development
within Universities in the Republic of Moldova and Romania (Covas & Pirlog, 2019).

Data sources and used methods

As mentioned before, the main purpose of our research was to identify and analyse the cultural
features of managers with business experience in various branches of the economy and students who
are potential future managers to establish the ,,cultural profile” in the Republic of Moldova.

The sampling and selection of respondents for the research were in line with the proposed goal
and objectives. The questionnaire was addressed to two main categories of respondents:

v" Various level managers of small, medium and large enterprises from the Republic of

Moldova in different fields of activity.

v First year students in Economics (aged between 17 and 24 years old) - potential
managers.

It is important to mention that we chose first year students of ASEM (Academy of Economic
Studies of Moldova) to participate to our survey, who were supposed to investigate the
“pure/authentic” cultural dimensions, not affected by studies in business or management.

To realize the objectives of the present study, a questionnaire, consisting of two sets of
questions, was used. The first one contains questions aiming to analyse the demographic profile of
students, managers and the enterprises they work. These characteristics that we considered important
to be analysed are: age, level of education, gender, location, level in the managerial hierarchy, types
of enterprises by nature of capital and spheres of activity.

The second set contains questions described by Trompenaars and Hampden-Turner in the book
“Riding the Waves of Culture”, chapter entitled ,test yourself”. They were translated into Romanian
according to the international translation protocol in research, suggested by Brislin (Brislin, 1970),
adapted for managers and students in economics from the Republic of Moldova. This part of the
questionnaire consists of seven dilemma situations (for seven cultural dimensions) with four answer
options each. Both groups of participants were asked to offer an opinion about their vision and
possible behaviour in a certain dilemma situation, by choosing one of the four given options.

The response options were developed to measure the cultural dimensions, being designed in
a way that there are two extreme poles and two intermediate points describing a dimension.

To make the quality of the study as high as possible, we started by sending the questionnaire
by e-mail to 220 managers, as well as 150 economics students. The advantage of the on-line
questionnaire is the low cost, the distribution can be in a wider geographical area, and the respondents
can complete the questionnaire when they want and can distribute it to others who want to participate
in the survey.

The disadvantage of an on-line survey is the low response rate. In our case, from 370
questionnaires sent, 201 were answered. At the same time, the researcher cannot control the
conditions in which the questionnaire is completed, cannot observe the respondents' reactions to the
questions (Neuman, 2000). In our case, in the situation of the COVID pandemic, this was the only
way to reach the respondents.

We consider it useful to present qualitative data in tables and diagrams to make the information
clear to the reader. Table 1. displays the demographic profile of the respondents of the two segments
of respondents.
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Table 1

Demographic profile of respondents of the two respondent segments.

Individual Characteristics Managers (%) Economist students (%)
Gender Female 62% 65 %
Male 38% 35%
16-24 28%
25-35 23%
Age (years) 36-50 350/2 100%
51-65 14%
Location of Chisinau 70% 33%
respondents Other regions 30% 67%
College 0
High school %2
0,
Level of education Bachel?r degree 35% 29%
Master’s degree 33% 68%
Doctorate 8¢
Other 0
The level of High-level (top) 40%
management they Middle-level 45%
represent Lower level 15%

Source: Developed by author
Based on the answers from the both groups of respondents, it should be noted that more managers are aged

between 16-35 (51%), age 36-50 (35%), 14% - age 51-65. The students, being in the first year at university,
between 16 - 22 years old, which constitutes 95% of the given sample. Also, the share of females is much higher
than that of males in both segments, 62% - females and 38% - males for managers and 65% - females and 35% -
males for students. Regarding the level of accomplished studies, most of the respondent-managers have
undergraduate level-35% and master's degree-33%. 68% of students come with high school studies and 29% -
with college studies. The location of the respondents was as follows: managers from Chisinau constitute 70%,
and those from other localities - 30%, students from Chisinau have a share of 34%, the other 64% are people from
other regions of the country. The middle-level managers have constituted the major segment in the study - 45%,
followed by the high- level managers with 40%. The lower-level managers segment makes up 15%.

The table below evaluates the profile of the studied enterprises.

Table 2
Profiles of the investigated enterprises
Characteristics of the enterprise No. (%)
Big 15%
Enterprise (by size) Medium-sized 18%
prise (by Ssmall 40%
Micro 271%
Private 70%
. . Public 17%
Enterprise (by type of capital) Mixed 506
With foreign capital 8%
Trade 28%
Transport and storage 18%
Education, culture 10%
Financial-banking and insurance services 8%
Enterprise (by field of activity) Health 7%
construction 5%
Light industry 5%
Food industry 3%
Other (cumulative) 6%

Source: Developed by the author
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The results of research and discussions

The attitude of the two segments of respondents in which the study was conducted reflect their
perception of the general cultural dimensions of the society (in case of students) and enterprises (in
case of managers) where they belong. The cultural “profile” in the Republic of Moldova was built up
based on dimensions described below. In accordance with the obtained results, a set of general rules,
for each dimension, to improve intercultural behaviour and relations (Gordon 2021) was provided.

To determine whether the national culture of the Republic of Moldova is universalist or
particularistic, we asked the respondents to choose the closest option to a dilemma situation for
them. The question is whether the respondent believes to follow the rules strictly or to be flexible and
to act according to a specific situation i.e. by deviating from rules. Universalism presupposes the
construction of social and business relations within a society with uniform/universal rules, procedures
and standards that are applicable always and in any circumstance. Particularism represents
relationships based on flexibility of personal connections and actions taken according to specific
situations (A. Trompenaars & Hampden-Turner, 2020).

Universalism vs. Particularism
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Figure 1. Universalism versus Particularism Dimension
Source: Developed based on own study

Figure 1 represents the Universalism vs. Particularism Dimension, in which the results look as
follows:
1. Completely universalist response.
2. Completely particularistic response.
3. Particularistic response doubled by universalist orientation.
4. Universalist response but with the recognition of social relations.

The obtained results demonstrate that the Republic of Moldova is a predominantly
particularistic society. A particularistic managerial culture is based on decisions made according to
specific situations or circumstances. This type of culture is found in less developed societies, where
people tend to place a lot of value on emotional issues and sometimes tend to make decisions based
on how the situation evolves, as it is believed that each situation may take a different perspective and
require different solutions. The students segment shows a moderate inclination to universalist values
with recognition of particularistic social relations is predominant that means that there is a tendency
to trust rules and standards, and to act accordingly.

Thus, the most appropriate managerial strategies should be based on:

v’ granting autonomy to employees.
v' respecting the other people needs of in the decision-making process;
v" developing flexibility in decision-making;
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v~ allocating time to build relationships and interact with people in a way their needs are
better understood,;
v" highlighting the essential rules and policies to be followed.

To determine the level of individualism versus communitarism among the respondents from
the Republic of Moldova, we used a dilemma situation with four alternative answers about the role
of competition and cooperation for the success of an enterprise. In an individualistic culture, a person
relies on himself/herself in the organization of their life and business activity, on their unique
knowledge, abilities and experience. In a communitarist/collectivist culture, a person feels like a
member of a team/group and manages their personal and business relationships according to group
standards (A. Trompenaars & Hampden-Turner, 2020).

Individualism vs. Communitarism
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Figure 2. Individualism versus Communitarism Dimension
Source: Developed based on own study

Figure 2 shows the variables for the Individualism vs. Communitarism_Dimension, and
represent the following:
1. Radical individualistic response;
2. Answer that affirms competitive individualism, but in combination with collective
cooperation;
3. Answer that demonstrates the pre-eminence of the group, but also allows the existence
of competitive individuals;
4. Radical collectivist response.

The results for this dimension, presented in Figure 2, show a moderate attitude towards both
extremes in both segments: managers and students. Being, for a long time, a component part of the
USSR, people developed a collective thinking, as demonstrated by the representatives of older
generations in our survey. After gaining independence, since 1989, the Republic of Moldova has
adopted several Western attitudes due to the process of openness and globalization. The answer given
by them indicates competitive individualism, where to get results collective cooperation is allowed.
This means that culture praises and rewards individual performance in collaboration with others,
people's needs come before those of organizations, people have moderate initiative and autonomy to
make their own decisions, people are moderately allowed to be creative and learn from their mistakes.

Considering the survey results, the most appropriate managerial strategies should be based on:

v Recognizing and rewarding individual performance within the group but also
involving others in decision making;
v' avoiding favouritism;
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v stimulating the initiative and autonomy of employees within and in favour of the
group/community;
v" connecting the needs of people with those of the group or enterprise;
v" promoting collective creativity through the contribution of each member of the group.
The Neutral versus Affective dimension reflects the degree and range of emotion expression.
In neutral cultures, it is customary not to show the feelings. Emotional/affective cultures are
characterized by openness, excessive talkativeness, and spontaneous expression of feelings (F.
Trompenaars & Hampden-Turner, 2011).
To determine whether the national culture in the Republic of Moldova is affective or neutral,
we asked respondents how they would react if they felt insulted during a meeting with a business
partner.

Neutral vs. Affective
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Figure 3. Neutral versus Affective Dimension
Source: Developed based on own study

Figure 3 presents the Neutral versus Affective Dimension in the Republic of Moldova, in which
the results look as follows:
1. Radical response for neutral orientation;
2. Neutral orientation response, but recognizes the importance of emotions for good
relationships;
3. Affective orientation response, which involves controlling interactions;
4. Radical response to emotional orientation.

The results in the figure 3 indicate that the respondents who chose option 1 or 2 proving that
the society in the Republic of Moldova is a neutral one, in which emotions are not openly expressed,
but anyway, emotions are important for establishing relationships. In neutral cultures, people believe
that they should always control their emotions; also, their actions are influenced by reason rather than
emotions. In our country, people are expected to rigorously manage their feelings; they do not allow
them to interfere with professional life.

The most appropriate managerial strategies in the case of this dimension should be based on:

v’ effective management of emotions;

v" using body language carefully in the sense of transmitting negativity;

v" non-deviating from the object or core meaning of meetings and other interactions;

v’ being attentive to people's reactions because they are reluctant to show their genuine
emotions.

The Diffuse versus Specific dimension indicates the degree of involvement and refers to the
interconnection of the private and professional spheres. Specific means a rigid separation of private
and business life. The private sphere of a person is closed to other people, except for the closest
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friends and colleagues. Diffuseness is a cultural characteristic in which the overlap of public and
private spaces of a person is considered a norm.(A. Trompenaars & Hampden-Turner, 2020)

To determine whether a culture is specific or diffuse oriented, we asked respondents to choose
the closest, in their opinion, among four alternatives, answer concerning relationship between the
profitability of the enterprise and its stakeholders.

Diffuse vs. Specific
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Figure 4. Diffuse versus Specific Dimension
Source: Developed based on own study
Figure 4 shows the variables for the Diffuse vs. Specific dimension which represent the
following:
1. Response for diffuse orientation;
2. Compromise response for both, having a diffuse starting point;
3. Compromise response for both, with specific starting point;
4. Response for specific orientation.

Management activity involves establishing relationships with other colleagues, employees,
superiors. Results in figure 4 obtained as part of our study shows that professional relationships and
hierarchies are transferred to “private lands” in the Republic of Moldova, i.e. a manager is a manager,
no matter where an employee meets him, which explains the diffuse-oriented approach. Also, the
study indicates the prevalence of the diffusely oriented approach more clear among students than
managers. This situation is influenced by the young age of respondents especially when they are not
yet employed, who have respect for those above them in hierarchy.

Thus, the most appropriate managerial strategies should be based on the following:

v building good personal relationships with people before moving on to business issues;

v in-depth information about the people you will work with and the companies you will
do business with;

v’ discussing business during social interactions and having personal discussions at work;

v’ avoiding rejection of social involvement.

Ascribed versus Achieved status is a dimension developed in the studies of F. Trompenaars
and Ch. Hampden-Turner that analyses the position and status that a person has in a society or a
company and the way they have achieved it. The culture of achievement is characterized by the fact
that the status of a society member is determined by the success of them fulfilling their tasks and
functions as well as the results obtained. In a culture of ascription, a person's age, origins and work
experience determine their status and authority (A. Trompenaars & Hampden-Turner, 2020).
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To determine whether the national culture in the Republic of Moldova indicates status by
ascription or achievement, we asked respondents to choose one of the four declared alternatives that
they considered appropriate for the situation about how a person obtains their status.

Status ascribed vs. Status achieved
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Figure 5. Ascribed status vs. Achieved status dimension
Source: Developed based on own study

Figure 5 shows the variables for the ascribed vs. achieved status dimension in the Republic of
Moldova which represent the following:
1. Radical response showing the ascribed status;
2. Response for the belief that the ascribed status provides social and managerial benefits;
3. Response for the belief that the achieved status will lead to social an also, to managerial
growth;
4. Radical response for the achieved status.

In our research, the opinion that a person's status should depend on their achievements and not
on age or origin obtained 31-33% of support from both groups of respondents. The opinion that
approves the assigned status that offers social benefit obtained the highest support 42% in the group
of managers and, respectively, 44% in students (Figure 5).

In the case of this dimension, the most appropriate managerial strategies should be based on:

v rewarding and recognition of good performance in an appropriate manner;
v using titles only when it is relevant;
v' the importance of a positive role model.

Another dimension studied by Trompenaars and Hampden-Turner is Sequential versus
Synchronous Time, that identifies how people understand and manage the time.

In cultures with sequential perception of time, people believe that time passes from past to
future, not having inter-time connection, each moment of time is unique, time is a valuable resource
that must be used in the most effective way. Accordingly, in such cultures, people tend to do one
thing in a specific period of time, accurately respect the deadlines, be punctual for business meetings
and strictly follow the developed plan. People in cultures with synchronous orientation of time
consider time cyclical, they believe that it is impossible to catch the time, so they need to be more
relaxed and not worry if they are late. Therefore, in synchronous cultures, people work on several
projects at the same time and are flexible about plans and obligations (F. Trompenaars & Hampden-
Turner, 2011).
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In our survey, we asked respondents to choose an option about the best ways to improve the
use of time in the process of products delivery on the market, when they are needed.

Sequential vs. Synchronous Time
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Figure 6. Sequential Time vs. Synchronous Time
Source: Developed based on own study
Figure 6 shows the variables for the dimension of time perception in the Republic of Moldova
which represent the following:

1. Radical response for the sequential orientation of time;

2. Response for sequential option, but connected to synchronously managed processes;

3. Synchronous orientation response, but connected to high-speed processes managed
sequentially;

4. Radical response to synchronous orientation.

There are differences between the two groups of respondents, which refer to the way of
perceiving and managing time. Students demonstrate a sequential attitude regarding time, i.e.
punctuality, compliance with programs, planning are not its basic ingredients. There is not a high
level of synchronous orientation among managers, who demonstrate a perception of time at a mean
level of both directions. (Figure 6).(F. Trompenaars & Hampden-Turner, 2011).

Analysing this dimension, the most appropriate managerial strategies should be based on:
v' offering flexibility in the sense of personal as well as group approach to work;
v" providing employee autonomy in the work schedule;
v' giving people flexibility and tolerance to reach events later;
v' explanation of any ambiguity, deadlines could be flexible, but should be met.

Outward versus inward indicates people’s orientation concerning their environment. People
in an inward oriented culture believe that the environment presents no threat, so they focus on
managing internal resources, solving internal problems, and internal control. In a culture of outward
orientation, people believe that they must work together with their environment to achieve goals and
live in harmony with them. In these cultures, flexible and good relationships with partners are more
important than focusing on personal achievements.

To show the general trend in the Republic of Moldova concerning this dimension, respondents
were asked to express their attitude whether the strategy should be designed at the top of the enterprise
and transmitted down, being implemented locally, or it should be initiated and implemented at the
base of the enterprise where the interaction with customers, could be more effective.
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Outward vs. Inward Orientation
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Figure 7. Outward versus inward orientation dimension
Source: Developed based on own study

Figure 7 shows the variables for the dimension outward versus inward orientation in the
Republic of Moldova which represent the following:

1. Radical response for outward orientation;

2. Outward response with inward-facing connections;

3. Radical response to inward orientation;

4. Option for inward orientation but with connections to outward oriented strategies.

Students and managers in the Republic of Moldova mainly emphasize self-confidence and the
dominant attitude towards the environment that is shown in Figure 7. The opinion that all
achievements and merits should be attributed to their own actions and should depend only on the
work and actions of individuals is 37% for students and 30% for managers. The highest percentage
of support for the opinion on the dependence of actions and the decision of outward orientation factors
with internal implication was found in the group of managers- 47%, but also for students-28%. The
characteristics of outward oriented groups include a flexible attitude, willingness to compromise and
living in harmony with nature, i.e. acceptance of the environment.

Thus, the most appropriate managerial strategies recommended to implement according to this
cultural dimension should be based on:

v’ stimulating individuals to self-develop the skills and abilities and to self-control the

learning;

v’ setting clear goals with which employees’ agreement;

v developing openness to different opinions and constructive conflict settlement.

CONCLUSIONS

Despite the importance of cross-cultural studies, Moldovan national and business cultures are
still unknown neither for local managers nor for foreign businesses, investors and entrepreneurs: no
deep research has been done in this field and there are very few resources to provide coherent
information about the subject. We tried to complete this gap with the present study. Due to data
obtained in the survey we could ,,design” the national profile, according Trompenaars and Hampden-
Turner model in the Republic of Moldova and to distinguish some relevant characteristics.

Moldovan society is a particularistic one, in which people believe that the circumstance and
relationship can establish the rules that they live by. The focus in Moldovan society is more on
relationships than on rules.
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Moldovan society is moving to competitive individualism where collective cooperation is also
allowed. People of younger generations believe in personal freedom and achievements. They believe
in their own decisions, and about the obligation to take care of themselves. Peoples’ individual needs
come before those of organizations, they are allowed to be creative and learn from their mistakes.

According to Trompenaars and Hamden-Turner model, people in Moldovan society have a
neutral orientation. People make effort to control their emotions and reason influences their actions
more than their feelings. Moldovans often try to hide their emotions, even, when supervisors hurt them.

In the Republic of Moldova, there is a diffuse starting point of perception of the public and
private space. There is an overlap between people’s work and personal life. They believe that good
relationships are vital to achieve business goals and in their social life, whether they are at work or
outside it. People can spend time with colleagues and clients in informal conditions.

Regarding the attribution of the status in the Republic of Moldova, on one hand, we have the
situation when the assigned status offers social benefits. People believe individual should be valued
for whom they are. Power, title and position are more important for the older group of our respondents
(managers), and these characteristics define their behaviour. On the other hand, we see the tendency
for achieved status that prevails in younger respondents’ answers, proving that they tend to recognize
value and reward good performance.

In the Republic of Moldova, managers have a balance between the synchronous and the
sequential perception of time: they see the past, present, and future as interconnected periods. Plans
and commitments could be flexible and changeable. Students are sequential: they prefer events to
happen in order. They value planning, respect punctuality and following schedules. "Time is money”
is their motto. These controversial data lead us to the idea that Moldovans emphasize punctuality, but
more often, they are not punctual.

There is an inward orientation trend in both groups of respondents, more among students,
because they have a great ability to control their environment, especially in the technological sense,
due to the development of information technologies. Managers in the Republic of Moldova have a
tendency (40%) of outward orientation with internal-facing connections that means that people
believe that nature, or their environment controls them, that means, they must work in tandem with
the environment to achieve goals. In conditions of work or in personal relationships, they concentrate
their attention and actions on others, and they try to avoid conflict as possible. People, with this time
orientation, often need reassurance or approval upon doing a good job.

Description of these cultural dimensions let us offer some general directions to be taken into
consideration by any individual or business interacting with representatives from the Republic of
Moldova to have successful relationship on any level.

We have to mention that cultural dimensions established and analysed in the research do not
take into account people's personal experiences or differences between sub-cultures within our
country. This is especially relevant in today's global environment, where people can be influenced by
many different cultures. We consider, that the examination of the organizational cultural environment
of the enterprise in the context of the examined, in this paper, dimensions will allow them to select
the most appropriate management methods.
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ABSTRACT

The Republic of Moldova Ministry of Health releases individual death records of COVID-19
patients on a daily basis since March 18, 2020. It is important to understand the quality of this data
and to compare them to medical death certificate data available for 2020 where COVID-19 infection
was indicated as an underlying cause of death. Aim: To analyse the temporal trends and age and sex
pattern of mortality from COVID-19 infection and to assess the impact of the pandemic on the overall
mortality in Moldova. Materials and methods: individual death records published by the Ministry of
Health between March 18, 2020 and October, 10 2021 and medical death certificates for 2017-2020.
Demographic methods of mortality analysis, descriptive and inferential statistics were used. Results:
In Moldova, mortality from COVID-19 infection is limited to laboratory-confirmed cases, which does
not meet the WHO recommended definition. The weekly dynamics of COVID-19-related deaths
published by the Ministry of Health are mainly consistent with the death certificate data for 2020.
Three waves of mortality were identified with their peaks in the middle of December 2020, March
2021 and October 2021. Excess mortality among the elderly in late 2020 (wave 1) is attributed in
part to cardiovascular disease. The male-to-female ratio for mortality from COVID-19 infection is
higher in older age and much less so in middle age. The COVID-19 pandemic has had quite a sizable
effect on mortality trends and cause-of-death patterns in 2020.

Keywords: mortality, COVID-19, data quality, excess mortality, Republic of Moldova

Ministerul Sanatatii al Republicii Moldova publica zilnic inregistrarile individuale ale
deceselor pacientilor cu COVID-19 incepdnd cu 18 martie 2020. Este important sa infelegem
calitatea acestor date si sa le comparam cu datele privind certificatele medicale de deces disponibile
pentru 2020, unde infectia cu COVID-19 a fost indicata ca o cauza principala a decesului. Scop: Sa
analizeze tendintele temporale si structura pe varsta si sex a mortalitatii prin infectia cu COVID-19
si sa evalueze impactul pandemiei asupra mortalitatii generale in Moldova. Materiale si metode:
inregistrarile individuale de deces publicate de Ministerul Sanatatii in perioada 18 martie 2020 — 10
octombrie 2021, precum si certificate medicale de deces pentru anii 2017-2020. Au fost utilizate
metode demografice de analizi a mortalitdtii, statistici descriptive si inferentiale. Rezultate: In
Moldova, mortalitatea prin infectia cu COVID-19 este limitata la cazurile confirmate de laborator,
ceea ce nu corespunde definitiei recomandate de OMS. Dinamica saptamdnala a deceselor COVID-
19 publicata de Ministerul Sanatatii este in concordanta, in principal, cu datele certificatelor de
deces pentru 2020. Au fost identificate trei valuri de mortalitate, cu varfuri la mijlocul lunii decembrie
2020, martie 2021 §i octombrie 2021. Mortalitatea excesiva in randul persoanelor in varsta la
sfarsitul anului 2020 (valul 1) este atribuita partial bolilor cardiovasculare. Raportul dintre barbati
si femei pentru mortalitatea cauzata de COVID-19 este mai mare la varsta inaintata si mult mai putin
la varsta mijlocie. Pandemia de COVID-19 a avut un efect destul de considerabil asupra tendintelor
si structurii mortalitatii pe cauze de deces in 2020.
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Moldova

Munucmepcmeo  30pasooxpanenuss  Pecnyonuxu — Monoosa — nyoauxyem — exiceOHe8HO
UHOUBUOYATIbHBIE 3ANUCU O cMepmu nayuenmos ¢ noomeepoicoénnotl ungexyuert COVID-19, nauunas
¢ 18 mapma 2020 2o0a. Bajicho nonumamv Kauecmeo Smux OAHHLIX, A MAKJCe NPOU3BECmu Ux
cpasHeHue ¢ OaHHbIMU MeOUYUHCKUX c8udemenbcmas o cmepmu, docmynuvimu 3a 2020 200, 8 Komopwix
ungpexyuss  COVID-19  6Ovuia yrkaszama 6 Kauecmee OCHOBHOU npuuunvl cmepmu. Llenwv:
NPOAHATUZUPOBANL BDEMEHHble MEHOCHYUU U B03PACMHO-NON08ble O0COOEHHOCMU CMPYKMYpbl
cmepmuocmu om  ungexyuu COVID-19, a maxoce oyenumv enusuue namoemuu Ha 00OWYIO
cmepmuocms 8 Pecnyonuke Mondosa. Mamepuan u memoosi: codpansbl UHOUBUOYANbHBIE 3ANUCU O
cmepmu nayuenmog ¢ COVID-19 unghexyueii, xomopwvie Oviiu onyoauxoseanvl Munucmepcmeom
30pasooxpanenusi 8 nepuod c¢ 18 mapma 2020 no 10 oxmsaops 2021, a maxoice meduyurckue
ceudemenvcmea o cmepmu 3a 2017-2020 200b1. Bvinu ucnonvzosansvt demozpaghuueckue memoobl
AHANU3A CMEPIMHOCIU, MeMOoObl ONUCAMENbHOU U UHpepeHyuarbHou cmamucmuku. Pezyiomamul: B
Pecnyonuxe Monoosa cmepmuocmo om ungpexyuu COVID-19 oecpanuuusaemcs nabopamopro
NOOMBEPHCOCHHBIMU CAYYAAMU, YMO He COOMBEMCmEyem Oonpeoeienuio, pekomenoosannomy BO3.
Eowceneodenvrnas ounamuxa cmepmeti om COVID-19, nybnuxyemvix esxceonesno Munucmepcmeom
30paBOOXPAHEHUs, 2NIABHBIM 00PA30M CO2NACYEMCcs C OAHHLIMU MEOUYUHCKUX CEUOemenbCms O
cmepmu 3a 2020 200. Bviiu onpedenenvt mpu 01HbL CMEPMHOCMU ¢ NUKAMU 8 cepedune Oekaops 2020
2o0a, 6 mapme u okmsaope 2021 cooa. MU30bimounas cmepmHocms cpedu NOACUNLIX H00el 8 KOHYe
2020 2o0a (soana 1) uacmuuno modxcem Obimb 00BACHEHA 3A00NEBAHUAMU CEPOEUHO-COCYOUCTON
cucmemvt. Coomnowenue myxcuun u sxcerugun no cmepmuocmu om unghexyuu COVID-19 6 nosicunom
go3pacme 3HAYUMENbHO Bblile, YeM & mpyoocnocodonom eospacme. Ilandemus COVID-19 oxazana
SHAYUMeNbHOE IUAHUE HA MEHOEHYUU U CMPYKMYpPY cmepmuocmu no npudunam cmepmu 6 2020 200y.

Knrouesvie cnoea: cmepmuocms, COVID-19, kauecmeo dannwlix, uzdeimounas cmepmHocmo,
Pecnyonuxa Monoosa

INTRODUCTION

The COVID-19 outbreak began in late 2019 and spread rapidly around the world, with
significant health impacts. National and international authorities have established several indicators
to track the pandemic. Analysis of mortality by sex and age is a useful tool for better understanding
pandemic evolution and monitoring the effect of health policy measures. If the number of positive
cases of COVID-19 or hospitalizations is directly dependent on the country's resources, the death
counts are less dependent. Furthermore, various data collection systems exist and the differences
between them influence the comparative analysis between the countries(Garcia et al. 2021).

According to the definition of what constitutes a COVID-19 death recommended by the World
Health Organization, “a death due to COVID-19 is defined for surveillance purposes as a death
resulting from a clinically compatible illness, in a suspected or confirmed COVID-19 case unless
there is a clear alternative cause of death that cannot be related to COVID disease (e.g., trauma).
There should be no period of complete recovery from COVID-19 between illness and death”. This
definition was approved by the Ministry of Health (MH) of the Republic of Moldova with the
following ICD-10 codes:

U07.1 — COVID-19, virus identified

U07.2 — COVID-19, virus unidentified

However, in reality, only laboratory-confirmed cases of death due to COVID-19 (U07.1) are
registered in the country. Hospitals, if a patient with confirmed COVID-19 infection died in hospital,
or primary health care institutions, if a patient with confirmed COVID-19 infection died at home,
notify the National Agency for Public Health daily about the confirmed COVID-19 deaths. These
data are transferred to the MH to be published on their website.
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This paper addresses the comparability of different data sources on COVID-19 and changes in
temporal mortality trends and patterns in Moldova between March 18, 2020 and October 10, 2021.
The research questions are as follows:

1. Are individual COVID-19 death records published daily by MH comparable to medical

death certificate data in 2020?

2. What are the weekly mortality trends and mortality patterns by sex and age for COVID-19

infection?

3. What impact did the COVID-19 infection have on overall mortality in 2020?

LITERATURE REVIEW

A growing number of publications on COVID-19 mortality, including international
comparative analyses, have appeared in recent times. Many countries, including the Republic of
Moldova, publish COVID-19 death counts on a regular basis. However, before analysing such data,
it is essential to understand the principles behind the registration of COVID-19-related deaths in a
given country. From this perspective, the “Demography of COVID-19 deaths” database (https://dc-
covid.site.ined.fr/en/) produced by the French Institute for Demographic Studies (INED) gathers
deaths by age and sex across 21 countries, including the Republic of Moldova, and provides metadata
for each country (INED 2021c). According to Garcia et al., some countries report numbers of deaths
attributable to COVID-19, according to different sources and definitions (Garcia et al. 2021). For
example, in England and Wales, the Office for National Statistics (ONS) provide COVID-19 death
data that include “COVID-19 or suspected COVID-19 mentioned anywhere on the death certificate,
including in combination with other health conditions” (INED 2020). Garcia et al. consider this type
of data as “comprehensive”. At the same time, the National Health Service provides data on COVID-
19-related deaths in England that occurred in hospitals among people who tested positive for COVID-
19. This type of data is considered “restrictive” by the same author. Moreover, the definition of
COVID-19 death can vary within one country over time. For example, in Belgium, only PCR-
confirmed death counts were reported initially, while probable or presumed cases began to be
included as the pandemic progressed (Garcia et al. 2021). In Belgium, in the first wave, only 68.8%
of the COVID-19-related deaths were laboratory-confirmed, while in the second wave, due to
improved testing capacity, this share reached 95.3% (Peeters et al. 2021). In Romania, COVID-19
death statistics refer to laboratory-confirmed deaths reported by medical facilities, but deaths among
suspected cases need to be laboratory-confirmed post-mortem. Of the 1 360 individual death records
published by the Romanian Ministry of Health between March 22, 2020 and June 10, 2020, 2.5%
were diagnosed with COVID-19 infection post-mortem. However, these figures may be
underestimated as the daily publication of death records reduces the accuracy of the data (since June
11, 2020, Romania has released aggregate death data related to COVID-19). Analysis of COVID-19
mortality time series should also be interpreted with caution and based on metadata released by the
responsible authorities. For example, in Romania, since May 28, 2021, daily data on COVID-19
deaths also include deaths that occurred before the reference date which coincides with the date of
reporting. As a result, of the 46430 COVID-19-related deaths reported on October 28, 2021, nearly
8% occurred prior to the reference date.

Garcia et al. demonstrate that in the group of countries with comprehensive death counts, such
as England and Wales (ONS data), the distribution of COVID-19-related deaths by age and gender is
characterized by the highest proportion at age 90 and older. In these countries, the distribution of
COVID-19 deaths by gender and age is primarily similar to that of death from all causes. Countries
that provide the restricted data sources on COVID-19 deaths, such as Italy or Ukraine, have younger
age distribution.
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DATA SOURCES AND USED METHODS

In the study, we use two data sources regarding COVID-19 deaths:

1. Daily death records published by the Ministry of Health on the website https://msmps.gov.md
since March 18, 2020 up to now;

2. Death certificates with the underlying cause of death U07.1 provided by the National Agency
for Public Health for 2017-2020.

The Ministry of Health publishes daily death records notified to the National Agency for Public
Health during the last 24 hours with the indication of the serial death number, age in complete years,
sex, district, name of the medical institution where the case of death was registered and concomitant
diseases. If a deceased person belonged to medical personnel, his/her name, age, and place of work
are usually indicated. Prior to November 11, 2020, the MH also published the date of hospitalization
or transfer to another hospital. On October 14, 2021, 96% of deaths from COVID-19 were registered
as occurred in hospitals, while 0.4% of deaths were registered at home due to the patient’s refusal of
hospitalization as indicated in the daily MH report. For the remaining deaths (3.6%), the place of
death was not indicated. Further, for reasons of simplicity, we will refer to this data source as “hospital
death records”. The MH also publishes data on deaths registered in the Transnistrian region (8% as
of October 14, 2021 or 600 out of 7137 deaths). However, in our analysis, deaths from COVID-19 in
Transnistria were excluded from the analysis because of the lack of data on the corresponding
population. In Moldovan official statistics, death counts registered in this region are not included
since 1998. To calculate weekly probabilities of death, we used population counts referring to the
usually resident population (without Transnistria) as of January 1, 2020 and January 1, 2021.

In the analysis, we used weekly probabilities of death, life tables, the method of decomposition
(Andreev and Shkolnikov 2012), standardised death rates (direct method, the 2013 European standard
population), descriptive and inferential statistics. Since data on the age of death are skewed (Shapiro-
Wilk test, p<0.05 and data visualization based on Q-Q plot), we used median and interquartile range
(IQR) as descriptive statistics and Wilcoxon rank sum test as inferential statistics. To analyse weekly
excess mortality in 2020, we used the 2017-19 average as a baseline to ensure better robustness of
data over time. Data were analysed in R.

THE RESULTS OF RESEARCH AND DISCUSSIONS

Figure 1 presents weekly changes in COVID-19 deaths in Moldova based on two data sources:
hospital death records of laboratory-confirmed COVID-19 cases from March 18, 2020 to October 7, 2021
and death certificate records with the underlying cause U07.1 from March 18, 2020 to December 31, 2020.

300

Deaths

20-03 20-04 20-05 20-06 20-08 20-09 20-10 2011 2012 21-01 2103 21-04 21-05 21-06 21-07 21-08 21-09 211
Date (year-month)

—— Death certificates —— Hospital records
Death certificates, n = 2819
Hospital records, n = 2790
Period: from 2020-03-18 to 2020-12-31, without Transnistria

Figure 1. Hospital death records (laboratory-confirmed deaths) versus death certificate
records (underlying cause = U07.1), Moldova, both sexes
Source: Hospital death records — Ministry of Health (https://msmps.gov.md); death certificate
records — National Agency for Public Health
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Following a relatively steady increase in COVID-19-related deaths since March 18, 2020, the
first wave occurred between late November and late December, with the highest weekly deaths in
mid-December 2020. The second wave occurred shortly after the first one, from early March to late
April, and the intensity was much higher. Finally, after a certain relief in May and summer, the new
wave started in the fall of 2021.

At least before early November 2020, in other words, before the first wave, the two curves
coincide nearly exactly. The intensity of the first peak in mortality in November and December 2020
is underestimated and somewhat delayed over time, based on hospital death records, compared to
certificate death records. The explanation for this is simple. During this period over-burdened medical
facilities have sent information to the National Agency for Public Health on a daily basis with some
delay. On the other hand, weekly deaths, according to death certificates, fall sharply at the very end
of 2020, while those according to hospital death records decrease smoothly until mid-January 2021.
This situation for the temporal evolution of death certificate records is quite typical since some deaths
that occurred at the end of December will be registered at the beginning of the next year. Nonetheless,
the cumulative number of deaths on December 31, 2020 is very close according to two sources.

Figure 2 shows the weekly probabilities of COVID-19 deaths by gender for the pre- and post-
60 age groups. Data for the whole period are based on hospital death records.

Less than 70 years More than 70 years

Probability of dying (per 1 min.}
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Figure 2. Weekly probability of dying from COVID-19, hospital death records
(laboratory-confirmed cases), Moldova, by sex and age
Source: Hospital death records — Ministry of Health (https://msmps.gov.md)
Note: without Transnistria

It is interesting to note that in the pre-70 age group, the crude probabilities of death do not differ
by gender. At the same time, mortality is higher among males than females in the post-70 age group
prior to the start of the second wave. During the second and third waves, the intensity of COVID-19-
related mortality does not appear to differ by gender, whether in middle-aged or elderly individuals. For
both genders and all ages, the second wave referring to the warm season (spring) proved much stronger
than the first wave referring to the cold season (late autumn — beginning of winter). The situation
improved substantially in the months when the lowest (January, February) or highest (late spring,
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summer) temperatures were observed. Certainly, these improvements are in part a result of restrictive
measures against COVID-19. In Moldova, vaccination for COVID-19 started in early March 2021, and
as of October 23, 2021, 849435 individuals had received two doses of the COVID-19 vaccine
(Government of the Republic of Moldova 2021), representing 33% of the usually resident population.
The impact of the vaccination campaign will be particularly important for the current third wave.

The distribution of cumulative COVID-19 deaths by gender and age as of December 31, 2020
and October 7, 2021 is shown in Figure 3. On December 31, 2020, the maximum number of deaths
was recorded in the 65-69 age group for both males and females. The median age at death was 67.0
years in males and 67.5 years in females at that time, with no statistically significant difference
(p>0.05, Wilcoxon rank sum test). On October 7, 2021, the maximum cumulative number of deaths
attributable to COVID-19 occurred in the same age group (65-69). However, this time, the
distribution of deaths has shifted according to gender. The proportion of deaths among older men,
particularly those aged 70 to 74 and 85 and over, has increased considerably. Among women, as of
October 7, 2021, the distribution of deaths remained essentially the same as at the end of 2020,
although the impact of the oldest age group increased as it also did among men. These changes are
most likely due to a better diagnosis of COVID-19 in the elderly. As a result, the median age at death
has increased in men (68.0 years, IQR=61-74) and women (69.0 years, IQR=62-75). The difference
in the median age at death among men and women on October 7, 2021 is statistically significant
(p<0.05, Wilcoxon rank sum test). The same applies to the difference between the two points in time,
for both men and women.
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Figure 3. Age and sex distribution of COVID-19 deaths as of 07 October 2021 as
compared to 31 December 2020, Moldova
Source: based on hospital death records published by the Ministry of Health
(https://msmps.gov.md)
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Another important aspect in the analysis of time series is excess mortality that can be defined as
the ratio of weekly probabilities of dying in 2020 to the average in 2017-19. This ratio calculated for all
ages and causes of death has the highest values (2.5-3.0) at the end of 2020 when the first wave was
recorded. Figure 4 presents weekly excess mortality in 2020 by main age groups for all causes of death
and diseases of the circulatory system. Excessive all-cause mortality for those over the age of 40 in
November and December 2020 makes perfect sense. However, it is not quite usual to see excess
mortality from diseases of the circulatory system among the elderly in late 2020. This is most likely the
result of misdiagnosis and attribution of undiagnosed COVID-19 deaths to cardiovascular disease.
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Figure 4. Ratio of weekly probabilities of dying from all causes and cardiovascular
diseases in 2020 to average in 2017-2019, by main age groups, both sexes, Moldova
Source: based on death certificate records provided by the National Agency for Public Health

To understand the impact of COVID-19 infection on life expectancy at birth (eo), it is possible
to decompose the changes in eo between 2019 and 2020 by age and cause of death (Fig. 5). In
Moldova, life expectancy at birth decreased by 0.8 years in males and 1.1 years in females in 2020
(65.8 in males and 73.9 in females) compared to 2019 (66.6 in males and 75 in females). In men, this
drop in life expectancy is explained by the increase in mortality from infectious diseases (-0.6 years)
and diseases of the circulatory system (-0.2 years). In women, the increase in mortality from
infectious diseases is also the main cause of the decrease in life expectancy (-0.8 years), while the
impact of cardiovascular diseases is noticeable (-0.2 years). The increase in infectious disease-related
mortality in 2020 was between 50 and 79 for males and between 45 and 79 for females.
Cardiovascular mortality has increased in 2020 compared to 2019 in some older age groups (65-74
in men and 70-74 and 85+ in women). In Moldova, positive annual trends in old-age mortality from
cardiovascular diseases, especially among women, have been observed since at least 2005. The
reversal in 2020 is very likely the result of excessive cardiovascular mortality among older adults in
late 2020. The lack of mortality growth in the oldest age group can be attributed to positive trends in
cardiovascular mortality that also continued in 2020 up to the first wave of COVID-19.
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Figure 5. Decomposition of changes in life expectancy at birth in 2020 compared to 2019
by age and causes of death in Moldova, by sex
Source: based on death certificate records provided by the National Agency for Public Health

In terms of the standardised death rates, the COVID-19 pandemic resulted in a 10-fold increase
in infectious disease mortality in 2020 compared to the previous year for both men and women. As a
result of this enormous increase, the risk of dying from infectious diseases in 2020 was even higher
than that from injury and poisoning in males or identical to that from diseases of the digestive system
in females.

CONCLUSIONS

The COVID-19 deaths registration system in Moldova is limited to laboratory-confirmed cases
recorded in hospitals or at home when a patient refuses to be hospitalized. In 2020, hospital records
statistics are more or less consistent with death certificate information where COVID-19 is reported
as an underlying cause of death. In 2020, deaths from COVID-19 infection were under-registered,
especially among older adults. Excess mortality among the elderly in late 2020 (wave 1) is attributed
in part to cardiovascular disease. In 2021, the registration of COVID-19 deaths has improved
compared to 2020, especially among the elderly, due to better testing capacities. The male-to-female
ratio for COVID-19 mortality is higher in older age and much less so in middle age. The gender
difference among older adults is larger for the first wave and smaller for the second wave and the
start of the current third wave. An important aspect of the research is the gender difference in COVID-
19 mortality from an international perspective. Disregarding the under-registration of COVID-19
deaths in 2020, the pandemic has had a quite sizable effect on life expectancy at birth for both genders.
Considering the intensity of the second wave and the current third wave, the impact of infections
seems to increase in 2021. Vaccination is the only solution to overcome the crisis.



93
ECONOMY AND SOCIOLOGY

REFERENCES

1. Andreev, Evgueni M., and Vladimir M. Shkolnikov. 2012. An Excel Spreadsheet for the
Decomposition of a Difference between Two Values of an Aggregate Demographic Measure
by Stepwise Replacement Running from Young to Old Ages. 0 ed. TR-2012-002. Rostock:
Max Planck Institute for Demographic Research. doi: 10.4054/MPIDR-TR-2012-002.

2. Garcia, Jenny, Catalina Torres, Magali Barbieri, Carlo Giovanni Camarda, Emmanuelle
Cambois, Arianna Caporali, France Meslé, Svitlana Poniakina, Jean-Marie Robine, and
Karine Guerrouche. 2021. ‘Différences de Mortalit¢é Par Covid-19: Conséquence Des
Imperfections et de La Diversité Des Systémes de Collecte Des Données’: Population Vol.
76(1):37-76. doi: 10.3917/popu.2101.0037.

3. Peeters, 1., M. Vermeulen, N. Bustos Sierra, F. Renard, J. Van der Heyden, A. Scohy, T.
Braeye, N. Bossuyt, F. Haarhuis, K. Proesmans, C. Vernemmen, and M. Vanhaverbeke. 2021.
Survellance of Covid-19 Mortality in Belgium Epidemiology and Methodology during 1st and
2nd Wave (March 2020 - 14 February 2021). Brussels, Belgium : Sciensano. 2021,
September. D/2021/14.440/57. Sciensano.

Acknowledgements
The study was carried out within the framework of the Research Project 21.00208.8007.02/PD

“Disparitdtile socio-demografice si regionale ale mortalitatii in Republica Moldova”.

Received 02 November 2021
Accepted 15 December 2021



94
Theoretical and scientifical journal

INTERNATIONAL MIGRATION AND POPULATION CHANGES IN
MOLDOVA

Tatiana TABAC!, PhD Student, Scientific Researcher,
Center for Demographic Research of the
National Institute for Economic Research

DOI: https://doi.org/10.36004/nier.es.2021.2-08
JEL Classification: J11, R23
UDC: 331.556.4+314.116(478)

ABSTRACT

The paper focuses on analyzing the implications of international migration on changes in the
number and structure of the population in Moldova in the 2014-2020 period. The paper is based on
revised data on the population with usual residence and international migration. The research
methodology consists of estimating and analyzing specific indicators of migration and population
change: emigration and immigration rates, gross and net migration rates, age-specific net migration
rates by sex, population growth rate, and others.

Results show that the emigration rate during this period increased from 43 to 58 emigrants per
1000 population. The cumulative net migration is -221,3 thousand or -7,7% of the population of 2014.
The mobility of Moldova's population is higher than the population mobility of Moscow or
Luxembourg. The share of women involved in the migration process is lower than that of men. Youth
(aged 20-34) make up a third of the annual flow of emigrants, while return migration increases at
pre-retirement ages. At the same time, there is an increase in the number of children involved in
international migration, which indicates the increase in families’ migration for settlement. The
population of Moldova decreased by -225,3 thousand in 2014-2020 or by -7.9%. The population
growth rate varies between -0,7% and -1,8% annually. The paper concludes that the most important
contribution to population decline is negative international migration. Population decline remains
the biggest demographic challenge for Moldova.

Keywords: international migration, demographic processes, consequences of migration,
population decline, Moldova.

Articolul se focuseaza pe analiza implicatiilor migratiei internationale asupra schimbarilor in
numarul §i structura populatiei in Moldova in perioada 2014-2020. Lucrarea are la baza datele
revizuite ale populatiei cu resedinta obisnuita si a migratiei internationale. Metodologia cercetarii
constd in estimarea §i analiza indicatorilor specifici ai intensifatii migratiei si schimbarii populatiei:
ratele de emigrare si imigrare, rata migratiei nete si migratiei brute, ratele specifice ale migratiei
nete, rata de crestere a populatiei si altele.

Rezultatele demonstreaza ca rata de emigrare in aceastda perioada a crescut de la 43 la 58
emigranti per 1000 populatie. Migratia neta cumulata este de -221,3 mii persoane sau -7,7% din
populatia anului 2014. Nivelul de mobilitate al populatiei Moldova este mai inalt si decat nivelul de
mobilitate al populatiei din Moscova sau Luxembourg. Ponderea femeilor implicate in procesul
migrational este mai mica comparativ cu cea a barbatilor. Tinerii (20-34 de ani) constituie a treia
parte din fluxurile anuale de emigranti, in timp ce migratia de revenire creste la vdrstele pre-
pensionare. Totodata, este inregistratd cresterea copiilor implicati in migratia internationald ceea
ce denota intensificarea migratiei familiilor cu stabilirea resedintei in strainatate. Populatia
Moldovei a scazut cu -225,3 mii persoane in anii 2014-2020 sau cu -7,9%. Rata de scadere a
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populatiei variaza intre 0,7-1,8% anual. Articolul concluzioneaza ca cea mai importanta contributie
in declinul populatiei apartine migratiei internationale negative. Cea mai mare provocare
demografica pentru Moldova ramdne a fi declinul populatiei.

Cuvinte-cheie: migratia internationald, procese demografice, consecintele migratiei, declinul
populatiei, Moldova.

Cmamwsi nocésaujena aHanu3sy 6IUsHUSL MeNCOYHAPOOHOU MUSpayuu Ha U3MEHeHUs: YUCTIeHHOCMU
u cmpykmypwi Hacenenus Monooegul 6 nepuod 2014-2020 ee. Paboma ocnosana Ha nepecmompeHHbix
OQHHLIX O HACENeHUU C NOCMOSHHbIM MECMOM JHCUMENbCMEd U MENCOYHAPOOHOU MUSpayuul.
Memoodonoeuss uccnedosanus 3aKn04Aemcs 8 oyeHnKe U amaiuze nokasamenell UHMeHCUBHOCU
Muepayuu u U3MEHeHUsl YUCIEHHOCMU HACENeHUs: KOdphuyueHmol UHMEeHCUGHOCU IMUSPAYUY U
uMMUSpayuu, KoIDouyuenmvl MUepayuoHHo20 0bopoma U HUCmou muepayuu, Kodghguyuenmuol
YUCMOU MUSPAYUL RO 803PACMY U NOJLY, MEMNO8 POCHA HACETeHUS U OPY2UX.

Pe3zynomamur nokaszvieaiom, umo yposenv amucpayuu 3a ucciedyemvlii nepuoo Y8eauduics ¢
43 0o 58 smuepanmos na 1000 nacenenus. Kymynamusnasa yucmas muepayus cocmagnsem -221,3
moic. yenogex unu -7,7% om obwezo wucia nacenenusn 2014 2. Yposenv modurbhocmu nacenenus
Monodosul eviuie, uem yposenb modunbHocmu Hacenenus Mockewt unu Jliokcembypea. [lons scenuyun,
BOBICUCHHBIX 8 MUSPAYUOHHBII npoyecc, Hudce, yem 005 mydxucuun. Monoooe nacenenue (20-34
200a) cocmasnsiem mpems 20008020 NOMOKA IMUSPAHMOB, 8 MO 8PEMSL KAK 8036PAMHASL MUSDAYUSL
yeenuyusaemcs 6 npeOneHCUOHHOM ospacme. B mo e epems yeenuuunoco Koauuecmeo oemell,
BOBNIEHEHHBIX 8 MENCOYHAPOOHYIO MUSPAYUIO, YMO CEUOEmerbCmayem 00 VeeludeHuu Muepayuu
cemetll ¢ 0emvMu HA NOCMOSIHHOe Mecmo dHcumenvcmea. Hacenenue Monoogvl ymenvuunocsy Ha -
225,3 muic. uenosek ¢ 2014-2020 2. unu na -7,9%. Temnoi yovLiu Hacenrenus Koiediomcs 8 npeoenax
0,7-1,8% esrcecoono. B cmamve denaemcs 661600 0 mom, 4mo Haubo.iee BaANCHbIM 8KIAOOM 8 YOblLIb
Hacenenusi  AGNAEMCA  ompuyamenvHas — medxdcoyHapoouas — muepayus.  Camoti  60abuwlol
Odemozpaguueckoii npooremoil 0 Mondosvl ocmaemcs NOCMOSAHHAS YObLIb HACETeHUSL.

Knwouesvie cnosa: mesxcoynapoonas muepayus, oemocpaguuecKue npoyeccuvl, nocieocmasusl
muepayuu, yoolib Hacenenus, Monoosa.

INTRODUCTION

International estimates have shown that only European countries will have population declines
by the second half of the 21% century. A UN projection based on the zero-migration scenario shows
a dramatic decrease in Europe's population by -9% in 2050 and by -28.5% in 2100 (United Nations,
n.d.). This decrease will be more significant in Bulgaria, Hungary, Poland, Romania, Moldova,
Ukraine, Latvia, Lithuania, Croatia, Greece, Italy, Portugal, Serbia, Germany, mainly due to the low
level of fertility, while for some post-Soviet countries, also due to the high level of mortality.

The attenuation of the population decline in the European space can only take place due to
international migration. According to the medium projection scenario (which assumes that international
migration remains at current values), population decline on the European continent will reach -5% by
2050 and -16% by 2100 (United Nations, n.d.). Maintaining current trends in international migration
may stop the population decline in all Western and Northern European countries (except the Baltic
States, which are characterized by high emigration rates and low immigration rates), but not in any
country of Southern and Eastern Europe. We thus find that migration has already made an important
contribution to increasing/decreasing the European population.

Moldova is part of the group of Eastern European countries, where the population dynamics are
drastically affected by high population emigration rates and low immigration rates, but in the future,
the population decline will continue at an even faster pace. Estimates by the Vienna Institute of
Demography show that the relative decrease in the population of Moldova in the 2015-2050 period
due to international migration will reach up to -31.4% (Scherbov et al., 2016). According to the
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medium scenarios of the Centre for Demographic Research projection, the population of Moldova
will drop -19,1 by 2035 (Gagauz et al., 2016) and -28,2% by 2040.

The most important contribution to the depopulation of Moldova is the increase in the last
decades of long-term emigration, often characterized by a change of usual residence abroad. The
ongoing migration from independence to the present has led to the formation of significant stocks of
Moldovan citizens abroad encouraged by the unstable socio-economic and political situation, as well
as the strengthening of social networks over time. Moldovan migrants prefer European countries,
such as Russia, Italy, Spain, Portugal, the Czech Republic, Germany, France and the United Kingdom.
Fewer may be found in Switzerland, the Netherlands, Belgium, Austria, Poland, Greece, Canada, and
the USA.

The purpose of this paper is to analyze recent trends in international migration from Moldova
and to estimate the consequences on the population dynamics and its characteristics. The scientific
novelty lies in exploring new data on international migration, for the first time estimating some
indicators of migration (gross migration rate, age-specific net migration rates), the analysis based on
the dynamics of migration and impact on the population structure. We note that until 2019, the
national statistical system did not have reliable official data on population migration.

LITERATURE REVIEW

The literature mentions that international migration is the third force capable of changing the
population size specifying that, unlike fertility and mortality which have changed globally over time
from high to low levels, international migration has been constantly expanding, with the number of
global migrants increasing as the global population grows (National Research Council (U.S.) et al.,
2000). Analyzing the impact of migration in Europe, Coleman (2008) argues that international
migration influences the population size in most European countries, contributing to population
growth in the Nordic countries, slowing population decline in the Southern countries and accelerating
depopulation in Eastern countries. Conclusions expressed by Coleman in 2008 continue being
supported by recent studies and projection (United Nations, n.d.) (Cangiano, 2019).

However, a much-debated aspect in the literature is not so much the impact of migration on the
population dynamics, but rather on its age structure. Still at the end of the twentieth century, Blanchet
(1989) examined the idea of using immigration as a tool for demographic control, but from the
perspective of managing the age structure of the population, rather than the total number. And
Coleman (2008) warns that even though migration contributes to the reduction of the average
population age in host countries, it can only solve the problem of demographic ageing if foreign
population inflows occur in large proportions and increase exponentially.

Nevertheless, the simple attraction of migrants is not a mandatory condition for mitigating the
challenges related to demographic aging, a more favorable solution is for immigrants to be highly
qualified and employed into the labor market. However, research has shown that the share of
immigrants employed in the host country is lower than the share of natives, especially immigrant
women, and that the immigration of highly qualified population can better solve the tax problems of
demographic aging (Zaiceva & Zimmermann, 2014).

At the same time, mass recruitment of migrant workers cannot make up for the long-term labor
shortage. Russia is one of the countries in the world that has, for decades, used international labor
migration as a tool to make up for the shortage of labor. However, after the entry of younger
generations born in the 1990s into the working-age group, the size of the labor force in Russia has
declined enormously and the flows of migrant workers can no longer prevent the deficit in the
working-age population (3usepr et al., 2011).

While migration can address the challenges of demographic aging and the labor market in host
countries, then for donor countries is a force capable of causing population decline. This is the case
of Moldova, but also of other ex-Soviet countries that have entered the process of population decline
caused by mass migration and negative natural growth (Estonia, Latvia, Lithuania, Georgia and
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Armenia). National estimates have shown that Moldova's population has declined by about 17-20%
in the last three decades due to long-term emigration (Gagauz et al., 2016; Tabac & Gagauz, 2020).
However, migration has affected not only the population but also its demographic characteristics due
to the high share of the working-age population involved in the migration process. Migration has
accelerated demographic aging observed in terms of demographic dependence indicators (Poalelungi
& Mazur, 2017).

In the context of these, the biggest demographic challenges remain for the countries of origin
which, due to the massive outflows, face the depletion of the economically productive population,
the deformation of the age structure, the acceleration of the demographic ageing process and the
future increase of the tax burden.

RESEARCH DATA AND METHODS

The intensification of migration flows from Moldova has also been a challenge for the national
statistical system. Given increased emigration, it was difficult to measure the stocks of Moldovan
emigrants abroad and to assess the demographic impact of migration. Along the way, there have been
several attempts to estimate international migration (Poalelungi & Mazur, 2017; Tabac & Gagauz,
2020), but also the revision of the actual population of Moldova, which excludes the population that
has left Moldova more than one year (Penina et al., 2015). Only in 2019, the national statistical
organization implemented a new methodology for estimating annual migration flows according to
international recommendations (United Nations, 1998) and the population with the usual residence.
For this analysis the estimates of the National Bureau of Statistics with reference to migration flows
and the population with usual residence for 2014-2020 were used.

The current measurement of emigration and immigration fully complies with international
recommendations and is based on the concept of usual residence. According to the definitions, an
emigrant is any person who lived in Moldova for a year before moving abroad for a period of at least
one year. An immigrant is a person who has lived abroad for at least a year and returned to Moldova to
stay here for a year. And because international recommendations suggest that temporary absences for
purposes of recreation, holidays, business, medical treatment or religious pilgrimage are not considered,
one-year periods have been set at 275 days out of the 365 calendar days. The period of 275 days is
estimated cumulatively and does not represent the number of consecutive days during the year.

Among other things, current data allows for the estimation of immigrants-foreign nationals
versus immigrants-citizens of the Republic of Moldova. The ratio of foreign immigrants in the annual
immigrant flows varies between 40-60%, so we consider an important part of the immigration flows
as return migration. This finding is also supported by the fact that there is an unknown number of
Moldovan citizens who use only documents issued by foreign countries to cross the state border (the
effect of dual citizenship).

Current data allowed the estimation for Moldova the indicator of age-specific net migration
rates by sex, which demonstrates the migration intensity at different age and sex categories. In
essence, this indicator shows the intensity of net migration in different categories of the population:
children, youth, working-age population, and the elderly). New data also allow other international
migration indicators to be determined - emigration and immigration rates, gross migration rate and
net migration rate. At the same time, based on these data, the impact of migration on the population
structure was estimated in terms of the main demographic indicators. Results are presented below.

MAIN RESULTS

Current migration trends

International migration from Moldova has been increasing during 2014-2019 (Table 1). With
some insignificant fluctuations, the emigrant flows increased from 123,4 thousand in 2014 to 155,3
thousand in 2019, while the immigrant flows increased from 98,7 thousand in 2014 to 117,2 thousand
in 2019. The emigration rate during this period is estimated between 43 and 58 emigrants per 1000
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population, and the immigration rate between 34 and 44 immigrants per 1000 population. Most
unfavorable is the negative net migration that, cumulated, for 2014-2019 represents -221,3 thousand
in absolute values and 7,7% in relative values. Such proportions of migration from Moldova were
only during 2007-2011 when emigration flows intensified under the influence of family reunification
policies in European countries (Tabac & Gagauz, 2020).

Gross migration shows the level of population mobility, which in the case of Moldova has
increased in recent years, from 222 thousand migrants involved in long-term migration in 2014 to 272.5
thousand migrants in 2019. Gross migration rate has increased from 77 to 101 international migrants
per 1000 population. For comparison, the level of international mobility of the Moldovan population in
2019 is similar to that of the St. Petersburg region (103 migrants per 1000 population) and higher than
the level of population mobility in Moscow city (44 migrants per 1000 population) (Shcherbakova,
2020). Compared to the migration trends in European countries in this period, the gross migration rate
in Moldova is comparatively higher than the gross migration rate in Luxembourg — the country with the
highest level of population mobility among all EU-28 states (I1lep6akosa, 2020).

The share of women involved in the migration process is lower than that of men. The gender
gap is greater for immigrant women than for emigrant women.

An obvious feature is the high proportion of youth involved in migration processes. With
fluctuations in some years, young emigrants aged 20-34 make up a third of the annual emigrant flows,
while another third belongs to adults aged 35-59. At the same time, we note that the share of adult
immigrants (35-59 years) and elderly immigrants (60+ years) is comparatively higher than the share
of adult and elderly emigrants. Considering that the immigrant flows is made up of a larger proportion
of Moldovan citizens than of foreign nationals, such results tell us that there is an increase in return
migration to pre-retirement ages.

Table 1

Demographic characteristics of migration flows in Moldova, 2014-2019
emigrants, thousands 123,4 126,9 153,2 159,1 158,1 155,3
immigrants, thousands 98,7 105,6 107,2 109,7 116,4 117,2
gross migration, thousands 222,1 232,5 260,4 268,8 274,5 272,5
net migration, thousands -24,7 -21,3 -45,9 -49,4 -41.8 -38,2
emigration rate, per 1000 population 43,0 44,6 54,2 57,2 57,9 57,8
immigration rate, per 1000 population 34,4 37,1 38,0 39,5 42,6 43,6
gross migration rate, per 1000 population 77,4 81,7 92,2 96,7 100,5 101,4
net migration rate, per 1000 population -8,6 -7,5 -16,3 -17,8 -15,3 -14,2
% of emigrant women 46,7 45,8 43,4 43,0 45,5 47,0
% of immigrant women 41,7 427 429 43,0 43,7 449
sex ratio of emigrants, men per 100 women 114 118 131 133 120 113
sex ratio of immigrants, men per 100 women 140 134 133 132 129 123
emigrants by age group, %
age 0-19 25,2 24,4 21,6 20,5 23,0 24,6
age 20-34 39,2 38,4 39,2 38,7 36,4 33,2
age 35-59 30,4 31,2 33,1 34,4 33,9 34,4
age 60+ 53 6,0 6,0 6,4 6,7 7,8
immigrants by age group, %
age 0-19 17,2 17,3 18,1 16,4 15,2 16,2
age 20-34 36,6 35,1 33,9 33,7 33,2 31,2
age 35-59 39,4 40,1 40,1 41,3 41,6 42,2
age 60+ 6.8 75 7.9 86 | 100 | 104

Source: author's calculations based on NBS data
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High youth migration is more evident when estimating the age specific net migration rates (Fig.
1), the indicator that demonstrates the migration intensity by different age groups and sexes (women-
men, children, youth, adults and older people). The estimates show that the highest migration was
between the ages of 20-29 and in the years 2016-2019. Other active age groups in international
migration are youth aged 15-19 and children up to age 10.

In 2017, the net migration of men aged 20-24 was 56 men per 1000, while in the 25-29 age
group it was 48 men per 1000. In the case of women, the net migration in the age group 20-24 was
43 women per 1000, while 32 women per 1000 were in the 25-29 age group. Emigration rates of
youth decreased slightly by 2019, however, they remain at very high levels compared to other age
groups. For example, 34 men per 1000 men in the age group 20-24 migrated on a long-term period
in 2019, compared to 10 men per 1000 men aged 34-39. This trend is also observed among women.

An even more worrying trend observed in 2018-2019 is the increase in the ratio of children
involved in international migration. The net migration rate of boys aged 0-4 was 32-35 boys per 1000,
and at the age of 5-9, it was 27 per 1000. The net migration rate of girls aged 0-4 was 33-37 girls per
1000, and at the age of 5-9, it was 25-29 girls per 1000. Since children cannot migrate without their
parents, we consider that these data tell us about the intensification of families’ migration for
settlement which was already demonstrated in other works.

While children and youth migrate from Moldova, adults and the older people tend to return to
Moldova. In the years 2014-2015, there was a positive net migration for men in age groups 40-69 and
for women in age groups 45-69. Starting with 2016, the age of positive net migration increases from
age 50+ for both sexes, with some insignificant variations.
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EFFECTS OF MIGRATION ON POPULATION CHANGE

Migration has major consequences on Moldova’s population dynamics and composition. First,
international migration leads to a fast-paced decrease in the population of Moldova. In the 2014-2019
period, the population decreased by 7.9% (or -225.3 thousand). The population decline is largely due
to negative international migration (7.7%) and only slightly due to the negative natural decrease (-
0,14%, which increased due to the Covid-19 pandemic). The population growth rate varies between
-0,7% and -1,8% annually (Table 2).

Secondly, international migration causes rapid changes in population composition. High rates
of negative migration among the young population cause depletion of the working age and
reproductive population and accelerate the demographic ageing in Moldova. The mean age of the
population increased by 1,8 years in the period 2014-2020. If the share of the population under 18
years registers stable values in the analyzed period, then the share of youth (18-34 years old) shows
a decrease of 4,6 thousand. Despite the fact that Moldova is going through a period of demographic
dividend (Gagauz et al., 2016), the size of the working age population remains stable (in the absence
of emigration, the number of working age population would continue to grow). At the same time,
there is an increase in the older aged 60 and over, as well as the aged 65 and over. The dependency
ratio in 2020 is 49 of dependents to 100 working-age population, increasing by 9 dependents more
than in 2014.

Table 2
Some demographic characteristics and indicators of the population of Moldova,
2014-2019

2014 2015 2016 2017 2018 2019

total population, thousands 2869,2 | 2844,7 | 2824,4 | 2780,0 | 2730,4 | 2686,1 | 26439
population growth rate, % - -09% | -0,7% | -16% | -18% | -1,6% | -1,6%
natural growth, thousands 1,2 0,7 1,2 -04 -2,7 -4,0 -9,9
migration growth, thousands -24.,7 -21,3 -45,9 -49 .4 -41,8 -38,2 n/d
mean age, years 36,9 37,1 37,3 37,6 37,9 38,3 38,7
% under 18 21,7 21,5 21,4 21,7 21,9 21,8 21,7
% 18-34 27,3 26,9 26,4 25,5 24,5 23,6 22,7
% 35-59 33,5 33,5 33,6 33,6 33,6 33,8 33,9
% 60+ 17,5 18,1 18,5 19,2 20,0 20,8 21,7
% 65+ 10,9 11,5 12,0 12,6 13,2 13,8 14,4
gender ratio, men to 100 women 92 93 93 92 91 91 91
dependency ratio 40 42 43 45 47 48 49

Source: author's calculations based on NBS data
Note: The dependency rate is estimated as the ratio between children (0-14) and older people (65+) in the working-
age population (age 15-64).

CONCLUSIONS AND DISCUSSIONS

Migration exchanges between Moldova and the rest of the world were possible only three
decades ago, with the break-up of the Soviet bloc and independence. Emigration rates have been
extremely high throughout the independence period, and net migration was negative, cumulating,
according to estimates by the Center for demographic research, over 1 million citizens who emigrated
permanently or for a long-term period.
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This paper provides evidence that international migration continues to be particularly high and
negatively affects the dynamics and composition of Moldova's population. The current migration
trends are as follows: the international mobility of the population is one of the highest in the world,
the migration of youth is constantly increasing and so is the migration of families with children, at
the same time, there is an increase in the return migrants close to retirement age. According to results,
about 98% of the population decline in the analyzed period is due to international migration, the total
decrease caused by migration being 7.7%. Massive youth migration accelerate the demographic
aging: the lack of youth increases the proportion of older aged 60 and over and the demographic
burden. In addition, the emigration of the working-age population inevitably leads to a depletion of
the labor force and an increase in the deficit in the internal labor market.

The high migration, especially of young people, indicates (probably the most important thing)
that the population is discouraged about social opportunities at home, opportunities for the professional
ascent, employment and earning a decent income, of low life quality, etc. At the same time, Moldova
IS inevitably in a process of competitiveness with the destination countries which, due to the high level
of socio-economic development, are attractive for talented and smart youth. Contemporary literature
argues that migration does not decrease until the country of origin reaches a comfortable (though not
necessarily equal) standard of living compared to that of the destination country.

Return migrants of pre-retirement and retirement age represent the population involved in labor
migration many years and who return to Moldova due to old age. In most cases, the government will
have to cover their social protection needs. Some of them may receive an old-age pension paid by the
host country; others may have financial accumulations as a guarantor for a decent life in Moldova.
However, the proportion of insured persons does not appear significant.

Perhaps the biggest demographic challenge for Moldova remains the decline in human capital.
Not only is the population declining, but the process of reducing the economically active and
reproductive population by migration is also in swing. The results of scientific research have long
signaled the intensification of migration in the working-age population, and demographic projection
show that current migration trends will lead to a deterioration in the population’s composition.
Finally, there is an urgent need to build a demographic perspective for Moldova in migration policies,
which in turn are strongly influenced by the geopolitical and economic system.
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ABSTRACT

The study aims to analyze the evolution of costs generated by domestic violence during the
Covid-19 pandemic in the Romanian space. The cost generated by violence is not well highlighted in
Romania'’s budgets, however there are methods that may be used to quantify it. In our country, studies
focused more on the analysis of the dimension of domestic violence, and less on the analysis of the
costs generated by this phenomenon. However, an analysis of these costs was carried out in 2014 by
the European Institute for Gender Equality, which estimated the costs of gender-based violence in
the European Union. For this study | will use administrative data at the national level, which come
from local entities with responsibilities in preventing and combating domestic violence. The study |
propose will be an analysis of secondary data provided by authorities while also containing
comparative methods (compared to 2020, the year of the Covid-19 pandemic). The results will
describe the evolution of the costs generated by domestic violence during the pandemic, a period that
worsened access to support services for victims of domestic violence. There are opinions that question
the adequacy of the Romanian system in providing support to victims during the pandemic restrictions
or to those who had difficulties in asking for help. Measures taken by the authorities to limit the
spread of the Covid-19 pandemic were of general application, with specific ones having been
implemented later, but even then their individualization was difficult, since each social field had a
different response to this new context.

Keywords: domestic violence, cost, victim of domestic violence, Covid-19, budget.

Studiul isi propune sa analizeze evolutia costurilor generate de violenta domestica, din spatiul
romanesc in pandemia de Covid-19. Costul generat de violenta nu este bine evidentiat in bugetele
Romdniei, dar existd metode care pot fi folosite pentru a-/ cuantifica. In tara noastra, studiile s-au
concentrat pe analiza dimensiunii violentei domestice, si mai putin pe analiza costurilor generate de
acest fenomen. Dar o analiza a acestor costuri a fost facuta in 2014 de Institutul European pentru
Egalitatea de Gen, care a estimat costurile violentei bazate pe gen in Uniunea Europeana. Pentru
acest studiu voi folosi datele administrative la nivel national, care provin de la entitatile locale cu
atributii in prevenirea si combaterea violentei domestice. Studiul pe care il propun va fi o analiza a
datelor secundare furnizate de autoritati, dar va contine si metode comparative (fata de 2020, anul
pandemiei Covid-19). Rezultatele vor descrie evolutia costurilor generate de violenta domestica in
timpul pandemiei, perioada care a inrautatit accesul la servicii de suport, al victimelor violentelor
domestice. Sunt opinii care pun la indoiala adecvarea sistemului romanesc in acordarea de sprijin
victimelor in timpul restrictiilor pandemiei sau care au avut dificultati in a cere ajutor. Masurile
luate de autoritati pentru limitarea raspdndirii pandemiei de Covid-19, au fost cu aplicabilitate
generala, ulterior fiind implementate unele specifice, dar si atunci individualizarea lor a fost dificila,
pentru cd fiecare domeniu social a avut un raspuns diferit la acest nou context.

Cuvinte-cheie: violenta domestica, cost, victima a violentei domestice, Covid-19, buget.

Corina DRAGA, https://orcid.org/0000-0002-5783-1396 i« e-mail: dragancorinal02@yahoo.ro



https://orcid.org/0000-0002-5783-1396

104
Theoretical and scientifical journal

Llenvio uccnedosanus a615emcs AHAIU3 IBOTIOYUU U30EPIHCEK, CEAZAHHBIX C HACUIUEM 8 CeMbe
6 Pymwvinuu 6o epems namdemuu Covid-19. Cmoumocmv Hacunus HeOOCMAmouyHo OMPAdiCceHda 8
O1002cemax PymvlHuu, HO cywecmeyiom memoobl, KOMOpble MONICHO UCHONb306AMb Ol ee
KOJIUYeCmeeHHOU oyeHky. B Hnaweti cmpane uccnedosanus Ovliu cocpedomouenvl HA aHAIu3e
mMacuimaboe 0omMauiHe20 HACUIUA U 8 MeHblell CMeneHy Ha AHAIU3e UB0EePHCEK, CEAZAHHBIX C IMUM
saenenuem. B 2014 200y Esponeiickuii uHcmumym 2eHOepHO20 PABEHCMBA OYEHUNl U30ePIUCKU
eenoepnoco Hacunua 6 Esponelickom cor3ze. [[ia O0aHHO20 UCCAE008AHUAL UCNOIb30BANUCDH
AOMUHUCMPAMUBHblE OaHHble HA HAYUOHAIbHOM YPOBHE, NOCMYNAarujue Om MeCcmublx OpeaHu3ayull,
omeeuaowux 3a npedomspawerue u Oopvoy ¢ Hacuiuem 6 cemve. Hccnedosanue npeocmaeisem
coboll ananuz 6MOPUYHBIX OAHHBIX, NPEeOOCMABNIeHHbIX 6GIACMAMU, ad MAKHCe COOEPHCUM
cpasnumenvHvle Memoowvl (no cpasnenuio ¢ 2020 2ooom, 2ooom nandemuu Covid-19). Pezyrbmamoi
npeocmasiaom OUHAMUKY PACX0008, CEA3AHHBIX C OOMAUHUM HACUIUEM 80 8PeMsl NAHOeMUl, K020d
VXYOuuUAcss 00CmMyn K CAysHcOam noooepircku O0ns dHcepms oomauine2o Hacunus. Ecmb muenus,
Komopble Cmagsam noo COMHeHUe A0eK8AMHOCMb DPYMIHCKOU CUCTeMbl OKA3aHUS NOO00EPI’CKU
noCmpaoasuium 60 8pemsi NAHOEMUYECKUX 02PAHUYEHUL UL MeM, KOMY OblLI0 MPYOHO 0Opamumucsi
3a nomowvio. Mepwbi, npednpunamule eracmamu Ol 02PAHUYEHUS PACNPOCMPAHEHUs NAHOeMUl
Covid-19, Hocunu obwuu xapaxmep, nosdce ObliU pPearu308aHbl KOHKPEmHble Mepbl, HO UX
uHousuoyanuzayus Ovlia 3ampyOHeHd, NOCKOIbKY Kaxicooe COYUAibHoe noie Nno-pasHoMy
Peazuposano Ha 3mom HO8blll KOHMEKCM.

Kniouesvie cnosa: oomawnee nacunue, cmoumocm, sxcepmea domawne2o nacuus, Covid-
19, 610001cem.

INTRODUCTION

In Romania, domestic violence is defined as "any inaction or intentional action of physical,
sexual, psychological, economic, social, spiritual or cyber violence, which occurs in the family or
domestic environment or between spouses or ex-spouses, as well as between current or former partners,
regardless of whether the aggressor lives or has lived with the victim” (Romani et al., 2018).

An important step towards preventing and combating domestic violence was the signing of the
Council of Europe Convention on Preventing and Combating Violence against Women and Domestic
Violence (Council of Europe Convention on Preventing and Combating Violence against Women
and domestic violence - Istanbul Convention) by Romania on 27.06.2014. The approach continued
with the ratification of the Istanbul Convention by Law no. 30/2016, this stage representing the
beginning of the legislative reforms that ensured the harmonization of the national normative acts,
incidents in this field, with the provisions of the Convention. On June 18, 2018, the Romanian
Parliament adopted two very important draft laws in preventing and combating domestic violence,
which practically represented the true implementation of the provisions of the Istanbul Convention.
The two projects aimed at amending and supplementing Law 202/2002 on equal opportunities and
treatment between women and men (which regulates the concept of gender-based violence) and
specifically amending and supplementing Law 217/2003 on preventing and combating domestic
violence (with the central pillar on the regulation of the emergency ban order, as provided for in
Article 52 of the Council of Europe Convention on Preventing and Combating Violence against
Women and Domestic Violence).

In the “Assessing the costs of violence against women in Romania” report (Dragan, 2021) it
was mentioned that in Romania, the studies focused on the analysis of the dimension of domestic
violence and less on the analysis of the costs generated by this phenomenon. But an analysis of these
costs was made in 2014 by the European Institute for Gender Equality, which estimated the costs of
gender-based violence in the European Union. The methodological report used two strategies: the
first was to build in detail, piece by piece for each of the main types of costs, and the second strategy
was to estimate costs across the EU based on extrapolation from the Member State case which has
the best evidence to support the costing exercise (The EU Mutual Learning Programme in Gender
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Equality Methodologies and good practices on assessing the costs of violence against women - online
- 7-8 July 2021, f.a.). The report has compiled a European ranking of spending on gender
discrimination and violence for each of the EU-28 states. (Fig.1).
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Figure 1. Estimated costs of domestic violence in EU Member States
Data Source: European Institute for Gender Equality Report

DEGREE OF TOPIC APPROACH IN SCIENTIFIC LITERATURE

At the international level, the assessment of the costs of domestic violence has different
approaches, being largely influenced by policies specific to the national and international context.
Therefore, there is no general calculation model valid for all states that are interested in identifying
this type of cost. For a better understanding of the situation at the international level, were analyzed
the studies carried out since 1997, which tried to identify a model that could determine the costs
generated by domestic violence as accurately as possible. The analysis of the studies showed that not
only the way in which domestic violence is defined has become more and more complex over the
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years, but also the way in which costs are assessed and even the cost categories have become much
better determined or determinable.
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Figure 2. The evolution of the meaning of the term domestic violence

Dutch model in 1997

The "Economic Costs of Domestic Violence Against Women" study conducted in 1997 by Dirk J.
Korf, H. Meulenbeek, H., E. Mot, E. and T. van den Brandt, the perpetrators considered a certain type
of violence, namely that against women and exercised by their life partner, and the situations identified
referred to threats or other acts such as those of a physical and psychological nature.

The data considered in the study were collected between 1996 and 1997, and the information
came from various agencies and service providers. He said that the data was underestimated because
only the situations exposed by the victims of domestic violence that were registered by the shelters
and support institutions were considered. In identifying the costs of domestic violence, it considered
the following cost categories:
medical assistance (family doctor and hospitals).
psychosocial care.
law enforcement (criminal justice sector and police).
employment (medical leave).
social insurance (payments of allowances/rent reduction).

YVYVYYVYYV

Swiss model in 1999 and 2013
The ,,Report of the Economic Costs of Violence Against Women” Study carried out by authors
Carrie Yodanis and Alberto Godenzi, in 1999 referred to the situation in Switzerland. The definition
of the type of violence considered by the report included the physical, psychological, and sexual
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violence perpetrated by a person against their female partner. Data collection was done through a
national survey and official statistics provided by various sources. A 12-month prevalence rate of
11.3% was used to approximate the number of incidents per year. In identifying the costs of domestic
violence, it considered the following cost categories:
» medical care
» support and counseling
> victim-oriented financial support
» criminal justice sector
> research
In their 2013 ,,Coiits de la violence dans les relations de couple” research report, Juliane
Fliedner, Stephanie Schwab, Susanne Stern, Rolf Iten (Juliane et al., 2013), made a much more
complex in relation to the study. The study includes violence in relationships between heterosexual
and homosexual partners, both physically, sexually, or psychologically, and even integrates children
as direct or indirect victims. Both legally constituted relationships (marriages) and consensual
relationships (in the form of cohabitation) are considered and even if in the meantime a process of
separation between partners has taken place. The report is based on official statistics and various other
sources. The annual cost calculation was based on 2011 data, or an annual average. The most
important sources of data were given by the police (from their interventions), from the centers and
shelters that provide specific services, both at cantonal and federal level. The limits of their research
were some gaps in the available data on legal proceedings, the transfer between health and social
care, and the decrease or even loss of productivity. In some costing areas, the data collected relates
to domestic violence in general, rather than partner violence. In such cases, it has been estimated that
intimate partner violence accounts for 70% of all domestic violence cases. They also concluded that
these calculations were most likely to be underestimated because they did not include all categories
of costs due to lack of data in civil proceedings, child and adult protection services, support services
for affected children, and health care costs for children affected and for men in terms of mental health
Services.
The report divides cost categories as follows:
Costs per sector:
» Police and Justice (Police, Prosecutor's Office, courts, criminal justice system)
» Victim and aggressor assistance services (Victim and Aggressor Counseling
Centers, emergency assistance, financial compensation, shelter)
» Specialized and coordinating agencies (federal level, cantonal level)
» Health care services (Physical Consequences, Psychological Consequences)
» Loss of productivity: illness (paid/unpaid), disability (paid/unpaid), Death
(unpaid)
Types of costs:
» Tangible direct costs (e.g., police interventions)
» Tangible indirect costs (e.g., loss of earnings, profit, and economic value)
» Intangible costs (e.g., loss of quality of life)

Finland model in 2001-2002 and 2021

Study was conducted by authors M. Heiskanen and M. Piispa, in 2001-2002, in the works “The
Price of Violence. The Costs of Men's Violence against Women in Finland” (Heiskanen, 2002) and
“The Costs of Violence in a Municipality”(Council of Europe, 2012; Heiskanen, 2002). Both 2001
and 2002 studies consider the same type of violence: violence against women, with a focus on
violence committed by the partner. The data used for the 2001 study was based on a survey of 7,000
women, an earlier study called "Faith, Hope, and Strike," conducted by the same authors. Other data
sources were also: statistics provided by the government, databases and agencies' budgets, activity
reports, etc; interviews with experts to obtain the percentage of attendance at the support service for
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women victims of violence; two case studies. In terms of cost categories, there are considerable
differences between the two studies, as follows:

2001:

» Direct costs: Health, including visits to the doctor, hospital care and medicine. Shelters,
crisis services, social assistance, therapy, police, trials, prison.

» Indirect costs: deaths or those that use the human capital approach.

2002:

» Social sector: shelters, home services, childcare services, schools, emergency aid, social
assistance provided by churches, family counseling clinics.

» Healthcare sector: including hospital and ambulance, patient transport and psychiatric as
well as psychological treatment in health centers.

» Criminal justice sector: police, legal aid office, criminal prosecution, courts, prison,
mediation.

A new study was conducted in 2021 by Heli Siltala and Tomomi Hisasue, in the "Assessing the
costs of violence against women in Finland” country report (Siltala & Hisasue, 2021), held at the
“Methodologies and good practices on assessing the costs of violence against women” International
Seminar, Finland, 8-9 July 2021. Tomomi Hisasue of the University of Tampere and Heli Siltala of
the University of Jyviskyla stated the methodological challenges for assessing the costs of domestic
violence on how to identify all victims and assess direct and indirect costs, such as lost productivity,
quality of life impact, even between generations in their paper. They noted that there is no perfect
standard for estimating costs. Among the gaps in information collection, they identified that
administrative data, such as hospital records, can allow for a long-term impact assessment, but
inadequate medical coding systems and under-reporting are a challenge. In addition, the need to
protect data to comply with GDPR standards can be very costly and time consuming. Surveys often
underestimate the prevalence and cost of underreporting victims or not identifying all the services
used. Study data included various measures for the use of health services, reflecting both immediate
and long-term health effects. However, the study did not include costs for the justice system or the
social services system. The cost categories considered in the study were:

» medical treatment for physical injuries related to violence.
» hospital stays.

» use of primary health care services.

» use of mental health services.

» medicines for mental health.

Swedish Model, in 2006 and 2021
This study was conducted by Elis Envall and Annika Eriksson in the "Costs of violence against
women" paper (Envall & Eriksson, 2006). The type of violence considered in the analysis was
violence against women by their intimate partner. The data used in the study were official statistics
held by the Swedish National Council on Crime and Prevention, government agencies or structures
funded or co-financed by local governments, the National Health Council and the Epidemiology
Center's own welfare registry and even data obtained by applying questionnaires to women housed
in shelters and crisis centers of local authorities. The cost categories considered were as follows:
> Expenditure of society for health and healthcare, police, prosecutor, courts,
penitentiary, and social services, as well as costs for civil society (shelters for women and
other volunteer organizations) and costs for business/employers.
» Expenditure of central government agencies to reduce the effects of violence and
try to counter it, as well as all preventive measures.
» Expenses incurred by each woman victim for herself, her children and all those
close to her, in the sense of trying to determine how these costs were affected in relation to
the present or future situation.
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> Indirect costs due to decreased productivity.
» Transfers, i.e., resource flows: sickness benefits, insurance, social assistance, and
compensation for victims of crimes induced by violence.

Costs for dental services, medicines, mental health care, harm to children, pain and suffering
were not calculated for the study.

A new study was conducted in 2021 by Petra Ornstein (Statistician) and Asa Eldén
(Sociologist), in the “4 coherent understanding of the costs of men’s violence against women” paper
(Petra & Asa, 2021) presented at the “Methodologies and good practices on assessing the costs of
violence against women” International Seminar, Finland, 8-9 July 2021. The paper analyzes the costs
from the perspective of the value of a life without gender violence, to include the expenses of victims
of violence, who will never return their previous ability to produce and participate, as well as their
quality of life. Therefore, the cost categories considered by the authors in the study were as follows:

» direct answers / interventions of the company.
» loss of productivity by victims of violence.

» loss of quality of life for victims of violence.
» Freedom lost due to risk reduction options.

Model of Macedonia in 2006

The main author of the study was Yordanka Gancheva, who in 2006 completed the paper "The
Costs of Domestic Violence against Women in the Former Yugoslav Republic of Macedonia: A
Costing Exercise for 2006" The paper analyzed costs generated by domestic violence against women
by former or current partners: physical, psychological, and sexual violence. The data used for the
study were from official statistics and budgetary information sources; questionnaires sent to
institutions dealing with domestic violence issues concerning NGOs and donors, which provided
information such as budgets, number of services, number of victims registered, etc; interviews with
public employees (social workers, police officers, prosecutors, judges), doctors (psychologists,
dentists, gynecologists, etc.) and representatives of NGOs; interviews with 50 victims. The cost
categories considered were:

Estimated costs:

» estimating costs determined by the criminal justice and the social
system (personnel costs, costs for vehicle fuel and depreciation as well as some
basic administrative costs such as communications, printing, copying, etc.).

» estimating the costs of the non-governmental sector, respectively the
costs for the direct services offered to the victims, awareness through
campaigns, training and policy making.

Direct costs:

» Social services - Social assistance centers and NGO services,
including counseling, shelter, legal counseling, etc; telephone lines for victims
of domestic violence, awareness campaigns.

» Criminal and justice sector - time allotted by the police to deal with
domestic violence - registration of complaints, response to appeals, making
arrests, time allotted for carrying out the necessary acts to judge the case, etc.;
prosecution; the criminal court; civil court etc.

The analysis did not include the costs of the health sector, the costs of the Ministry of Labor
and Social Affairs for monitoring and policy development, the costs borne by the victims themselves
and a wide range of costs that were not measurable.

U.K. Model in 2004 and 2009
The study conducted in 2004 on the situation in the U.K., was conducted by Sylvia Walby, in
her book "The Costs of Domestic Violence™" (Walby, f.a.). The research estimated the cost of domestic
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violence through state spending, employers, and men and women who were affected by these
situations. The methodology was based on the Ministry of the Interior's system for determining the
costs of crime, including the specific costs of domestic violence. The cost estimate provided an
additional perspective for examining the devastating consequences of domestic violence for both
society and victims. The cost categories considered were as follows:

» Expenses from the criminal justice system: the cost of domestic violence for
the criminal justice system (the largest component is that of the police. Other
components include prosecution, courts, probation, imprisonment, and legal aid);

» Healthcare expenses: the costs of the family medicine system and hospitals,
because of physical injuries, but also of mental health care.

» Social service costs: costs for children are higher than for adults, especially
for those victimized by domestic violence and child abuse.

» Expenses for shelter insurance: Expenses for emergency housing include
costs for local authorities and Housing Associations for housing homeless people due
to domestic violence.

» Expenses incurred by the realization of the civil legal system includes both
specialized legal actions, such as orders to detain or expel a violent partner, as well as
actions such as divorce and child custody.

» Economic costs: medical leave.

Sylvia Walby is also the one who in 2009 conducted a new study focusing on the costs of domestic
violence, the work entitled "The Cost of Domestic Violence: Up-date 2009" (Walby, 2009). The type
of violence under study was domestic violence, in terms of physical, psychological, and sexual violence,
both in relation to the aggressors who were current or former intimate partners. The data used for the
study were cases of domestic violence registered at the level of central institutions, reports of the
Department of Transport, information of the service agency, reports that include information on the
degree of use of services by those affected by domestic violence, and the cost (per unit) of these services,
the findings of previous research. The cost categories considered were those in:

» Services: criminal justice (police, prosecutor's office, courts, probation, and
prisons), medical care (physical and mental health), social services (child-related
costs), housing and shelter (cost of local emergency authority, housing, and shelter),
and civil legal costs (costs of lawyers and orders).

» Loss of productivity and earnings for employers and employees: e.g., sick
leave due to injuries related to domestic violence.

» Pain and suffering: based on the notion that people could be paid to stop
suffering humanly and emotionally.

The study does not consider additional productivity losses due to stress and reduced
performance, nor the long-term effects on children.

Model of Spain in 2010 and 2021

In Spain, Elizabeth Villagomez is the author of “The economic and social costs of domestic
violence against women in Andalusia” (The EU Mutual Learning Programme in Gender Equality
Methodologies and good practices on assessing the costs of violence against women - online - 7-8
July 2021, f.a.) (Villagomez, 2010), a study that analyzed the costs of domestic violence in Andalusia
in 2010. The type of violence analyzed in the study included domestic violence against women by an
intimate partner or former partner. The data on which the analysis was based were obtained through
a survey of 300 women victims of violence perpetrated by a partner or ex-partner. In establishing cost
categories, the author developed a system of indicators on domestic violence, over 100 indicators,
structured around six criteria: severity and prevalence, impact on victims, risk factors, institutional
and social response, access and use victim-oriented services and social perception and attitudes. The
annual costs were:
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» direct costs (resources used by victims)

» indirect costs (the value of goods and services that have been abandoned due
to violence, affecting the well-being of the victim and society as a whole).

In 2021, a new study was conducted by authors Luis F. Rivera-Galicia, Elena Mafias-Alcon,
Maria Teresa Gallo-Rivera and Oscar Montes-Pineda, in the paper entitled “Assessing the costs of
violence against women in Spain” (Rivera-Galicia et al., 2019), held during the “Methodologies and
good practices on assessing the costs of violence against women” International Seminar, Finland, 8-9
July 2021. The current data are obtained from the macro-survey on violence against women, which is
the most relevant statistic on violence against women in Spain. It is carried out every 4 years since 1999.
Since 2011 it has been managed by the Government Delegation for Gender Violence and since 2015 it
has been carried out together with the Spanish Center for Sociological Research. The study includes:

» tangible direct costs (related to the monetary value of goods and services,
expenses for the prevention and treatment of the effects of violence).

» tangible indirect costs (referring to resources that are lost due to reduced
economic activity or loss of income due to higher inactivity of women or
unemployment caused by sexual violence).

>

Mode of Denmark in 2010 and 2021

The study was conducted by Karin Helweg-Larsen, Marie Kruse, Jan Serensen and Henrik
Brennum-Hansen in 2010, and was entitled "The Cost of Violence: Economic and Personal
Dimensions of Violence Against Women in Denmark™ (Kruse et al., 2011). The study includes two
samples of the population of women exposed to violence: the sample was obtained from data based
on 20,482 women aged 16-64, who in the 2002-2005 period reported a situation of violence to the
police or died because of the violence and/or contacted the emergency department because of the
violence. Also including women in shelters who report cases of violence to the police or have
contacted the Emergency Department; the second sample is based on data provided by the Danish
Health System and a Morbidity Surveys in 2000 and 2005, which included questions about exposure
to violence in the last 12 months. In addition, data on the socio-economic condition, contacts with
healthcare and the consequences on the labor market and data recorded by social services were
introduced. The cost categories considered were:

» Costs of the judicial system of the police, in situations reported as violence
against women: consumption of time at the police, prosecutor's office and courts
combined with specific salaries and court fees, as well as prison and court fees.

» Crisis center costs: shelter rates and number of accommodations per year.

» Costs for society: including the national budget allocated to initiatives
initiated under the Danish national action plans to combat violence against women,
2002-20009.

In 2021, Marie Kruse returns with a new study, entitled “Data on the cost of violence and
identification of violence victims in Denmark”(Kruse et al., 2011), held at the “Methodologies and good
practices on assessing the costs of violence against women” International Seminar, Finland, 8-9 July
2021. The study makes recommendations on how to quantify the costs of domestic violence, so:

» by using a comparison group so that unrelated costs are not falsely considered
the costs of violence.

» by applying a longer time horizon, the costs of violence are often borne later.
The period should be of at least 1-2 years, and the analysis should also include the
effects on children and general health for a much longer timespan.

» mentioning self-reported violence which is very different from violence
recorded by emergencies, shelters, and police.

» mentioning gender-based violence which is equally important and therefore
data for both genders should be collected to allow comparison between men and
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women. More men than women are victims of violence, but violence against men is of
a different nature (most often by a stranger).

Model of France in 2010

The study was conducted in 2012 by Marc Nectoux, Claude Mugnier, S Baffert, Bertrand
Thélot as well as M. Albagli and is entitled "An Economic Evaluation of Intimate Partner Violence
in France" (Nectoux et al., 2010). Direct costs were analyzed through: a micro-level analysis based
on interviews with experts (responsible for childcare and accommodation, telephone helplines,
departmental observatory for combating partner violence); at the mid-level they used data from
national medical facilities, social, administrative and legal records (institutional reports, national
registers) and allowed a national cost estimate; and at the macro level by exploiting national and
international economic databases (public spending budgets on health, justice and police, social
services, economic cost and GDP, taken from EUROSTAT). The cost categories considered for
analysis were:

> Loss of social utility generated by violence.

» Costs for the health system: Direct medical costs (drug use, consultations, etc.).

» Costs for the forensic and social sector: use of police and justice (budget of
penitentiary administration, police, and criminal proceedings related to convictions); use of social
services (costs related to shelters in the case of a separated couple, housing benefits, benefits for
single parents, costs related to termination of employment, situation directly attributed to intimate
partner violence).

» Loss of productivity: loss of production due to deaths, incarceration, and

absenteeism.

» Loss of quality of life: psychological and human costs, human costs of rape and
injuries (the phenomenon of deteriorating daily quality of life of women victims of mood
disorders, intense fatigue, sleep problems, costs of indirect effects through a decrease in
future income caused declining productivity (disability, death), costs related to declining
living standards resulting from separation and intangible costs).

Model of Norway in 2012

The report was co-authored by Ingeborg Rasmussen, Steinar Strem, Sidsel Sverdrup and
Haakon Vennemo, and the title of the paper was “Samfunnsokonomiske kostnader av vold i ncere
relasjoner” (Rasmussen et al., f.a.). The report covered the following types of violence: domestic
violence, including physical and sexual violence, genital mutilation, psychological violence, threats
of violence, social violence (isolation) and economic violence (resource control), violence against
women, men, boys, girls, violence perpetrated by a current or former intimate partner in a
relationship, by a parent or other family member, close relative, or caregiver. Data used in the report
are obtained from estimates from official statistics and budgetary information sources from 2010. The
study uses data from the legal field (police, justice, criminal justice, legal aid), health sector
(emergency care, long-term care) as well as in the social sector (support services and social benefits).
Crime Victims, Children's Advocacy Centers and NGOs. The authors concluded that the calculations
are most likely to be underestimated due to underreporting domestic violence and difficulty in
estimating socioeconomic costs. The cost categories were as follows:

» Costs per sector:

- Police;

- Justice (Prosecutor's Office, Children's Law Centers, Courts, Correctional Services,
Mediation);

- Health care services (medical care, psychological care);

- Support services (Crisis Centers, Family Therapy Centers, Child Protection Service,
Treatment Centers, Telephone Helpline);
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- Education and training (Norwegian Center for Violence and Traumatic Stress, Regional
Center for Violence, Traumatic Stress and Suicide Prevention, Research Funding);

- Other ministries and state institutions (Ministry of Health and Care Services, Directorate of
Health, Ministry of Education and Research, Ministry of Children, Equality and Social Inclusion,
Directorate of Children, Youth and Family, Business, Ministry of Justice);

» Taxes (marginal cost of public funds);
> Loss of labor productivity (inability to work);
> Lives lost.

At European level, there has been a growing interest in domestic violence following the
adoption of the European Parliament Resolution of 26 November 2009 on the Elimination of Violence
against Women. The studies revealed to the authorities the economic dimension of the phenomenon
of domestic violence, but also the negative social repercussions, which entail imbalances at
individual, group or even community level. Studies have also shown that in assessing the costs of
violence, we must not limit ourselves only to the direct costs, which are quite well highlighted by the
authorities through the statistical data they have, but also indirect costs, which are equally important
and may have medium- and long-term implications.

PURPOSE OF RESEARCH

At European level, there was a growing interest in domestic violence following the adoption of
the European Parliament Resolution of 26 November 2009 on the Elimination of Violence against
Women. The studies revealed to the authorities the economic dimension of the phenomenon of
domestic violence, but also the negative social repercussions, which entail imbalances at individual,
group or even community level. Studies have also shown that in assessing the costs of violence, we
must not limit ourselves only to the direct costs, which are quite well highlighted by the authorities
through the statistical data they have, but also indirect costs, which are equally important and may
have medium and long term implications, as stated by Zamfir Elena “in the conditions of severe
limitation of financial and human resources, a correct prioritization of needs was extremely important
for active measures to reduce and prevent new social risks for vulnerable people and groups” The
negative effects of the phenomenon of domestic violence are extremely difficult to identify on a
personal level, primarily on the background of poor education, a situation that leads to a poor
understanding of individual rights, but also a poor promotion of services that may benefit victims of
such crime. In Romania, most social services dedicated to victims of domestic violence are public
and are either subordinated to the General Directorates of Social Assistance and Child Protection at
county level/sectors of Bucharest or subordinated to the Public Directorates of Social Assistance at
the level of town halls or are private and are managed by economic operators or non-governmental
organizations licensed as such service providers. These services are not uniformly located in the
territory, in the sense that we do not find a minimum package of support services for victims of
domestic violence, which can be accessed in each locality. They were set up according to the budgets
of each Territorial Administrative Unit, but also to the potential to access dedicated lines with
European funding (http://ithub.gov.ro/2016/11/25/harta-serviciilor-sociale-licentiate/).
Unfortunately, this situation has created discrimination, being of course advantaged in relation to the
ease of accessibility of services, victims of domestic violence who live in urban areas, even large
urban (municipalities) that offer most, but also the most diverse dedicated social support services
dedicated (counseling and information centers, shelters, sheltered housing, emergency reception
centers, recovery centers for victims of domestic violence, etc.).

METHODOLOGY OF RESEARCH
Starting from the cost analysis models of other authors mentioned in the first part of the study,
| was able to outline my own research methodology, which would be based on the system of social
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support services at the national level. The analysis considers only the direct costs, the indirect ones
to be analyzed in another research. Therefore, this research will be quantitative and will follow the
previously mentioned analysis models, focusing on direct, tangible costs, related to the expenses
incurred by the services for treatment/removal of the effects of violence, provided through licensed
social structures, according to law, in this purpose. This study will not cover the costs of preventing
domestic violence.

In Romania, it is very difficult to use a model for estimating the costs caused by domestic
violence. However, in the social sector there is a system of centralization of cases of domestic
violence, through a bottom-up transmission, respectively from the local level to the level of the central
structures. At the same time, we can estimate the costs in the case report, given the fact that all the
social services provided to victims of domestic violence were standardized by Government Decision
no. 426 of 27 May 2020 on the approval of cost standards for social services.

To determine the structures that have such attributions of data collection and transmission, we
studied the national legislation, as well as the organization and functioning regulations according to
Tablel.

Table 1
List of structures and authorities responsible for collecting data in the field of domestic
violence
Structure Structure type Legal provision
name
1. | General Structure  with legal | GD n0.49/2011 (Government of Romania, 2011):

Directorates | personality at county | ,,employees of the monitoring department within the
of Social | level D.G.A.S.P.C. complete the appropriate summary sheets
Assistance (for example, the summary sheet for child abuse and
and Child neglect, the summary sheet for cases of labor exploitation
Protection and children at risk of labor exploitation, sexual

exploitation, child trafficking, summary sheet cases of
child trafficking, domestic and cross-border) and send
them to the MLFPS - DGPC; based on the summary
sheets, compiles statistical data on situations of violence
against children and domestic violence;”

G.D. no. 797/2017 (Government of Romania, 2017)

,»3. compiles the database regarding the cases of domestic
violence and reports at county level and respectively at
the level of the sectors of the Bucharest municipality and
reports these data quarterly to the National Agency for
Equal Opportunities between Women and Men;”

2. | Local County level structures, | G.D. no .49/2011 (Government of Romania, 2011)
Intersectoral | without legal | ,,c) annually analyzes statistical data compiled by the
Teams personality, constituted | D.G.A.S.P.C. on child abuse and neglect, children

by County Council | exploited and at risk of labor exploitation, children
decisions, whose | victims of trafficking in persons, children victims of other
members can be: forms of violence in other states and domestic violence”

1. General Directorate | ,,e) prepares biannual reports on the activity in the field
of Social Work and | of prevention and combating violence against children
Child Protection | and domestic violence, based on the analysis of statistical
(DGASPC); data, good practices collected and other relevant
2. county police | information;”

inspectorate/General
Police Directorate of the
Bucharest Municipality
and sectoral police
units;
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3. the county
gendarmerie
inspectorate/General
Directorate of

Gendarmes of the
Bucharest Municipality;
4. county public health
directorate/Bucharest

Municipality Public
Directorate;
5. county  school

inspectorate/ Bucharest
Municipality — General
School Inspectorate;

6. Territorial Labor
Inspectorate;

7. non-governmental
organizations.

3. National
Authority for
the Rights of
Persons with
Disabilities,
Children and
Adoption

Central level structure,
with legal personality,
subordinated to the
Ministry of Labor and
Social Protection

G.D. n0.49/2011 (Government of Romania, 2011)

¢) At central level, the M.M.F.P.S. - D.G.P.C. has the
following obligations: 1. centralizes data received from
the D.G.A.S.P.C. on the whole issue of violence against
children, based on the above-mentioned summary sheets;
2. prepares annual reports on child violence and domestic
violence, based on E.ILL. and of the monitoring
compartments within the D.G.A.S.P.C .; 3. Contributes
to the preparation of country reports on various forms of
violence against children and domestic violence; 4.
makes proposals for changes in legislation and policies in
the field.

G.D. no. 1002/2019 art.4

,»g) collects, processes and disseminates statistical data in
the areas of competence;”

4, National
Agency
Equal
Opportunities
for Women
and Men

for

Central level structure,
with legal personality,
subordinated to the
Ministry of Labor and
Social Protection

G.D. n0.177/2016 (Government of Romania, 2016)
Art.4

,d) collects statistical data according to Law no.
226/2009 on Organization and functioning of official
statistics in Romania, as subsequently amended and
supplemented, prepares reports, studies, analyzes and
forecasts on applying the principle of equal opportunities
and treatment between women and men, in all areas of
activity;”

According to regulations in force, in Romania, any natural or legal person can report the
existence of a situation of domestic violence. The General Directorates of Social Work and Child
Protection (D.G.A.S.P.C.) at county level and respectively each sector of Bucharest, through the
“domestic violence department” (Government of Romania, 2017), have attributions such as “identify
risk situations for the parties involved in violence situations domestic and directs the parties to
specialized/mediation services; compiles the database on cases of domestic violence at county level,
respectively at the level of the sectors of the Bucharest municipality and reports these data quarterly
to the National Agency for Equal Opportunities between Women and Men (...) ”. Through this study
we identified several limitations of the system for collecting data on cases of domestic violence:

> Public and private structures at local and county level transmit these data to D.G.A.S.P.C.
which centralizes them, but due to the General Data Protection Regulation, there is no victim
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identification data, so sometimes the same victim can be reported by several structures (for example
a victim can report to the police about her situation, can benefit medical or social support, and the
DGASPC may register the case three times, even if it is the same victim);

» Data is interpreted and collected differently from a D.G.A.S.P.C. to another (there is no
unitary practice of understanding the reporting methodology).

» Data are insufficient and do not reveal much information on medium and long term
situation of victims, nor data on costs of domestic violence information collected: distribution of
victims of domestic violence (cases) by age groups, sexes, home; distribution of victims of domestic
violence (cases) by citizenship and ethnicity; distribution of victims of domestic violence (cases) by
level of education, in the reported period; distribution of victims of domestic violence (cases) by
occupation, income and ownership of the home, during the reported period; distribution of victims
of domestic violence (cases) by marital status, during the reported period; distribution of victims of
domestic violence (cases) according to the victim's relationship with the family aggressor, during
the reported period; distribution of victims of domestic violence (cases) by type of violence, in the
reported period; distribution of victims of domestic violence (cases) by types of violence according
to the frequency of aggression, during the reported period; services benefited by victims of
domestic violence; legal proceedings initiated or withdrawn by victims of domestic violence during
the reported period; risk associated with domestic violence during the reported period.

In this study, we chose to only estimate the costs of accessing housing services for victims of
domestic violence, using data collected on services that benefited victims of domestic violence -
housing. However, the accommodation is seen as a complex of services that benefit the victims and
not just housing. The cost standard provided by H.G. 426/2020 for residential centers is established
differently depending on the type of service provided respectively:

- for emergency centers (Ministry of Labor and Social Justice, 2019) (shelters) - the standard
cost/year/beneficiary is 26,775 lei;

- for recovery centers for victims of domestic violence (Ministry of Labor and Social Justice,
2019) - the standard cost/year/beneficiary is 34,167 lei;

- for sheltered housing for victims of domestic violence (Ministry of Labor and Social Justice,
2019) - the standard cost/year/beneficiary is 34,167 lei.

Because the data collected does not specifically identify in which type of residential center the
victim was housed, we estimated the cost/victim/accommodation as an average of the cost standard
for the three types of centers mentioned above, resulting in a cost average of 31,703 lei.

Average cost/center/year = CPRU+CRVVF+LP = 26775 +34167 +34167 = 31.703 lei
3 3

In analyzing annual costs, we multiplied the number of cases per year by the average cost
standard for residential (hosting) centers, using the calculation formula below and where CVD is the
cost of domestic violence per year, CV represents the number of cases, CPRU represents the cost
standard for the emergency reception center, CRVVF represents the cost standard for the recovery
center for victims of domestic violence, and LP represents the cost standard for sheltered housing.

CVD=CV * (CPRU+CRVVF+LP)
3

Were also identified factors that can affect cost estimation using this method, for example:
»  Cost standard is set per year, but a victim can benefit from this service for a period of
several days, weeks or months and not necessarily a full year.
»  Cost standard is a minimum, indicative amount, because each County Council can
supplement the funds allocated to these services, to ensure services of a higher quality.
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»  Standard cost does not include all direct and indirect costs.

»  The analysis of the evolution of the costs generated by domestic violence was of
longitudinal type, i.e., were compared the data from the years 2018, 2019, 2020, while the
benchmark for the period of the Covid 19 pandemic was the year 2020.

MAIN RESULTS

In 2020, the year of the Covid 19 pandemic, there were 24% fewer cases of domestic violence
than in 2019 (Fig.3). These figures also don't mean that there were fewer cases of violence in the year
of the pandemic, but rather that there were fewer cases reported. Unfortunately, the measures to limit
the spread of the Covid 19 pandemic, ordered by the authorities since March 2020, have made it
difficult for the victims, who in order to protect themselves, would have wanted to leave their homes,
this most often being the place where most violence types are exercised. Also, travel ban measures
made it even more difficult to access the support services dedicated to them, which, as | mentioned
earlier, are often condensed in large urban areas.
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Figure 3. The dynamics of cases of victims of domestic violence and the use of
accommodation services
Data Source: National Agency for Equal Opportunities for Women and Men

A similar situation is registered regarding the number of victims of domestic violence who
chose to benefit from hosting services in 2020, the percentage being 22% lower than in 20109.
Measures imposed by the authorities to limit the spread of the Covid pandemic 19 had effects not
only on the reporting of domestic violence cases (and thus the figures are below the real ones), but
also on the decisions to use the services offered in these situations. Implicitly, the costs generated by
hosting victims of domestic violence in 2020 are 22% lower than in 2019.

Using the above calculation formula, we may be able to determine the costs of hosting services
for victims of domestic violence.

Considering the last 5 years, the highest costs were in 2018, subsequently decreasing in 2019
and 2020. The decrease recorded in 2019 was not caused by the pandemic, since there were no cases
of COVID-19 infections in Romania in that period. In 2018, on July 13, 2018, the Romanian
Parliament adopted Law No. 174/2018 amending and supplementing Law No. 217/2003 to prevent
and combat domestic violence, published in the Official Gazette No. 618 of July 18, 2018. ,,New
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regulation creates a victim-centered approach and the development of measures to prevent acts of
domestic violence (psychological counseling in cases of divorce with a history of domestic violence,
monitoring of protection orders/measures to prevent their violation) and also, provides for
emergency intervention measures in situations of immediate risk”(https://anes.qgov.ro/legislatie-
nationala-violenta-domestica/ ).

Some of the services received by victims of domestic violence have the costs covered by the center
in which they are beneficiaries, for example accommodation, primary, social, legal, psychological
counseling and even representation in court or obtaining medical documents attesting to the aggression
(fig.4). To benefit from these facilities free of charge, victims of domestic violence must be the
beneficiaries of support centers, as the amounts are covered by the licensed social service provider.
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Figure 4. Services provided to victims of domestic violence in 2019 and 2020
Data Source: National Agency for Equal Opportunities for Women and Men

From the analysis of the data and as shown in Figure 3, | found a growing trend of victims of
domestic violence to seek legal advice. These figures may be based on the decisions of the authorities
to limit the spread of the Covid 19 pandemic, through lockdown measures, periods of time in which
the victims were forced to stay with the aggressor in the same house, a fact which led to a strong
emotional imbalance because "By interacting with others, we perceive a reflected image from which
we appropriate some of the perceptions of others" (Fitzek, 2020).

The statistical situation shows that in 2019, 24% more actions were taken to address judicial
authorities, compared to 2020 (Fig. 5). The trend is decreasing in most cases (for obtaining medical
documents, reporting to the police, criminal complaints, protection orders, evacuation requests,
obtaining custody, divorce applications), except for procedures related to the maintenance pension
and the visiting schedule of the child. The Covid 19 pandemic caused an economic contraction,
influenced primarily by the restriction or even closure of some economic activities, which generated
the need to access money from various sources to cover financial needs, including actions to change
the amount of the maintenance pension (increase or decrease). An explanation for the increase in
actions regarding the modification of the child visitation schedule may also be since among the few
exceptions to restrictions on the free movement of persons was "travel for justified reasons, such as
child care/accompaniment™, according to the provisions of art. 1 of the Military Ordinance no. 3 from
24.03.2020.
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Figure 5. The legal proceedings situation in 2019 and 2020
Data Source: National Agency for Equal Opportunities for Women and Men

Legal action can be taken both on behalf of the victims of domestic violence and by the authorities
on their behalf. In this context, there are costs that do not involve costs (filing a criminal complaint),
but also others that have costs due to the need to hire a lawyer (for example to obtain a protection order,
evacuation of the aggressor, child custody, divorce, parental leave, child visitation schedule).

CONCLUSION

Regarding the methodological difficulties of the investigation, | found that in Romania the data
collected by the authorities may be distorted by situations such as double registration of cases, the
reality of those declared by the victim/witnesses, different reporting methodologies, etc. It is also well
known that domestic violence is rarely reported to the authorities, with the victim choosing not to
disclose it. A disadvantage of Romania's case is that there are still data that are not included in the
statistics being treated globally, for example the expenses generated by the conviction of criminals,
medical services etc.

This approach to quantifying the costs of domestic violence is a challenge for any researcher,
especially as each state has a different social and legislative context. However, efforts must be
continued and supported primarily at the governmental level, especially after the adoption of
legislative measures that have a major impact on society. Such an approach may reflect whether the
measures taken are optimal or need to be adjusted according to the results of scientific studies. At
European level, efforts are being made to think of unitary methodologies for assessing the
phenomenon of domestic violence, so that the figures can be easier to compare, but most importantly,
to make trends easier to predict.



120
Theoretical and scientifical journal

10.

11.

12.

13.

14.
15.

REFERENCES
Council of Europe (Ed.). (2012). Overview of studies on the costs of violence against women
and domestic violence. Strasbourg. https://rm.coe.int/168059aa22
Dragan, C. (2021). Assessing the costs of violence against women in Romania. Finland,;
https://ec.europa.eu/justice/grantsl/programmes-2014-2020/rec/index_en.htm.
Envall, E., & Eriksson, A. (f.a.). Costs of Violence against Women (p. 11). National Board of
Health and Welfare, Sweden.
Fitzek, S. (2020). Sacrul si puterea politica. Abordari psihosociale ale imaginarului colectiv.
Heiskanen, M. (2002). The Costs of Violence in a Municipality: A Case Study of Violence
Against Women and Its Costs in the City of Hdmeenlinna 2001, Based on Estimates Provided
by Authority Representatives. Ministry of Social Affairs and Health.
Juliane, F., Stephanie, S., Susanne, S., & Rolf, 1. (2013). Cots de la violence dans les relations
de couple (p. 134) [Rapport de recherche]. Zurich, novembre.
Kruse, M., Serensen, J., Brennum-Hansen, H., & Helweg-Larsen, K. (2011). The Health Care
Costs of Violence Against Women. Journal of Interpersonal Violence, 26(17), 3494—-3508.
https://doi.org/10.1177/0886260511403754
Nectoux, M., Mugnier, C., Baffert, S., Albagly, M., & Thélot, B. (2010). Evaluation
¢conomique des violences conjugales en France. Santé Publique, 22(4), 405.
https://doi.org/10.3917/spub.104.0405
Petra, O., & Asa, E. (2021). Methodologies and good practices on assessing the costs of
violence against women. Finland,.
https://ec.europa.eu/info/sites/default/files/aid_development_cooperation_fundamental_rights/
mlp_se_comments_paper_fi_july 2021 en.pdf
Rasmussen, 1., Strem, S., Sverdrup, S., & Vennemo, H. (f.a.). Samfunnsekonomiske kostnader.
Rapport nummer 2012/41, 126.
Rivera-Galicia, L., Gallo-Rivera, M., Mafias-Alcon, E., & Montes Pineda, O. (2019). The costs
of gender-based violence against women in Spain.
Romani, L., Barmeyer, C., Primecz, H., & Pilhofer, K. (2018). Cross-Cultural Management
Studies: State of the Field in the Four Research Paradigms*. International Studies of
Management & Organization, 48(3), 247-263.
https://doi.org/10.1080/00208825.2018.1480918
The EU Mutual Learning Programme in Gender Equality Methodologies and good practices on
assessing the costs of violence against women Online 7-8 July 2021. (f.a.). [Text]. European
Commission - European Commission. Preluat in 20 ianuarie 2022, din
https://ec.europa.eu/info/eu-mutual-learning-programme-gender-equality-methodologies-and-
good-practices-assessing-costs-violence-against-women-online-7-8-july-2021_en
Walby, S. (f.a.). The Cost of Domestic Violence. 117.
Walby, S. (2009). The cost of domestic violence: Up-date 2009 [Report]. Lancaster University.
https://openaccess.city.ac.uk/id/eprint/21695/

Received 01 November 2021
Accepted 20 December 2021



121
ECONOMY AND SOCIOLOGY

REGULATIONS
of publication scientific articles in
»Economy and Sociology” journal,
category B+, indexed in international databases

Presentation of the manuscript and decision on publication

Authors wishing to publish articles in the Economy and Sociology journal are asked to send manuscripts
electronically to incemd.redactie.es@gmail.com.

They can also be mailed or handed over to the editorial board on paper and in electronic form.
Manuscripts run the peer-review process and the authors get a response in about 4 weeks.

By sending the manuscript to the editorial office, the responsible author confirms that he has read and
agrees with the ethics of publication published in the journal Economy and Sociology.

All the manuscripts received are reviewed by the editorial staff in terms of meeting the formal
requirements of the journal. Articles that do not match the journal’s topic and are not written in accordance
with the journal’s rules are not accepted for review, and the respective notice is sent to the author.

The articles accepted for examination are discussed at the editorial board meeting where the reviewers
are appointed.

After reviewing the article (peer review, double blind), the comments and objections of the reviewers
and the Editorial board are sent to the author with a proposal to make corrections to them or to repeatedly
submit the article. If the manuscript is not accepted for publication, a motivational refusal is sent to the author.

After the article is accepted, the author must send the editorial (if any) files with diagrams and data for
them.

The finally print

The layout of the articles accepted for publication (after review and final drafting by authors) is sent
to the authors for the fine print. The authors are asked to reply to the editorial office within 3 days. The
authors receive 1 copy of the article (extracted in pdf).

Agreement for publication

The copyright for published articles belongs to the National Institute for Economic Research. Reprinting
of the materials is possible only with the Editorial board’s approval. Authors submitting articles to the editorial
office implicitly declare their consent under these conditions.

Access to the contents of the journal

Access to the contents of the magazine is free on-line, the print version can be purchased with payment
to the NIER Editorial Complex, including the order sent to the applicants or by subscription.

The editor of the journal, the National Institute for Economic Research, performs the electronic backup
copy and will provide access to the contents of the journal if it will not be published.

Submissions are accepted all year round with the current waiting time of max. 6 months.

There areno author fees or charges required for manuscript processing and/or
publishing.


mailto:incemd.redactie.es@gmail.com

122
Theoretical and scientifical journal

TECHNICAL INSTRUCTIONS

The article structure:

TITLE of article: English, Romanian, Russian

THE DATA ON AUTHOR/AUTHORS: Name Surname, scientific degree, scientific title,
institution (without abbreviations), in: English, Romanian and Russian with a footnote at the first page of the
article: ©Name Surname (author), e-mail.

THE ABSTRACT will contain actuality, aim of the research, main methods of researching, and the
most relevant obtained results from the research in English, Romanian and Russian.

KEYWORDS: 6-8 keywords in English, Romanian and Russian.

JEL Classification (Journal of Economic Literature Classification System:
https://www.aeaweb.org/econlit/jelCodes.php)

Articles should be structured in the following sections:

INTRODUCTION (the argumentation of the actuality of the research/research problem)
LITERATURE REVIEW

DATA SOURCES AND USED METHODS

THE RESULTS OF OWN RESEARCH AND DISCUSSIONS
CONCLUSIONS

REFERENCES: up to 30 sources

oukhwdrE

Typing rules

e The form of basic text: A4 (edges: 20x20x20x20 mm); Times New Roman; 12pt; line spacing — 1,5,
left-right alignment, the paragraph 10 mm

o The article title (centered, in capitals, 12pt.)

» The author of the article (right alignment, bold, italic), the last name of the author with capitals, 12pt.

e The abstract (left-right alignment, italic, paragraph 10 mm, 12pt. (250 words)

o Keywords (left-right alignment, italic, paragraph 10 mm, 12pt.

» JEL Classification (right alignment, bold, italic, 12pt.)

o The work will contain 10-15 pages (from 25 to 40 thousands signs)

« Graphic elements (tables and figures) must be elaborated by author, have high quality (color), will be
placed, directly, after concerned reference in the text. All the elements, mandatory, shall be accompanied by name
and order number (above the table, below the figure), source and, as needed, additional information: note, legend
(underneath the element).

« Bibliographic references are placed at the end of the article (Name, surname initial, title, editor, year,
pages, ISSN). In the text shall be indicated bibliographical references, which include the name of the author and
the year the publication was published (i.e., (Kessel, 2010), (Hinde, 1998; Pullum, 2004), (Eurostat, 2015). The
reference page must be indicated by a colon (Rachkov, 2011:213).

Review. All the supplies, submitted for publication in ,,Economy and Sociology” journal, are subject
to the review ,,double-blind review system” by Editorial board.

Detailed information on the publishing process can be found at
https://es.ince.md/index.php/Economy_and_Sociology

@ LICo -
COMmMmMon



https://www.aeaweb.org/econlit/jelCodes.php

ECONOMY AND SOCIOLOGY

Bun de tipar: 11.02.2022. Tirajul 100 ex.
Coli editoriale: 14,40. Com. 6.
Serviciul Editorial al INCE, 2020

Editor’s address:
National Institute of Economic Research
lon Creanga Street, 45, mun. Chisinau, MD-2064
e-mail: incemd.redactie.es@gmail.com
website: https://economy-sociology.ince.md
Tel. + 373 22 501130

123




