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FOREWORD
LOOKING FOR NEW HORIZONS: THE CIRCULAR ECONOMY
Prof. Manuela Epure -Conference Chair

The linear economy was highly successful in delivering economic development during the
20th century. However, the global trends indicate that the traditional linear model is no
longer able to produce economic growth, therefore it emerges a strong need for
alternative approaches that can work in the long run.
The 20th century’s economy evolved and diversified based on one fundamental
characteristic - a linear model of consumption, “take-make-dispose” pattern of economic
behavior. In the context of resources’ scarcity this model is no longer sustainable in the
future. Therefore, a new approach is required.
The circular economy model is a restorative or regenerative by design and intent, all
products, components and materials are kept at their highest value throughout their life
cycle. Therefore, circular economy rests on three key principles: preserve and enhance
natural capital, optimize yields from resources in use, and foster system effectiveness
(minimize negative externalities).
Shifting towards a new model of economic development is a transitional process with
gains and losses, it will involve considerable transition costs, but it could create
opportunities for economic and industrial renewal if it is a well-managed process.
The transition to a circular economy is a complex process involving fundamental changes
to production-consumption systems that affect the environment. These include financing
mechanisms, consumer behavior, government intervention such as tax policy, and
technological, social and business innovation.1
Managing the transition will also require a better understanding of broad societal trends
and the drivers of production and consumption patterns.
Also, the circular economy is gaining attention in Europe and around the world as a
potential way for our society to increase prosperity, while reducing dependence on
primary materials and energy.
“With its system-wide perspective, the circular economy has the potential to help us make
better decisions about resource use, design out waste, provide added value for business,
and proceed along a secure route to society-wide prosperity and environmental
sustainability for future generations. Most importantly, under the right rules, the circular
economy can shift the economic mix to increase the number of jobs at the same time”2
Recently, many companies have also noticed that the traditional linear system increases
their exposure to risks, most notably higher resource prices and supply disruptions. More
and more businesses feel blocked between rising and less predictable prices in resource
markets on the one hand and high competition and stagnating demand for certain sectors
on the other. In this context, the need for a new and more rewarding business model
emerged. Looking to the future, any business model should integrate new technologies
1

Almut Reichel, Mieke De Schoenmakere, Jeroen Gillabel - Circular Economy in Europe, Developing the
knowledge base, EEA Report 3/2016
2
Frans van Houten – CEO and Chairman of the Board of Management and Executive Committee, Philips,
July 2015
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able to increase resource efficiency, foster innovation and creativity for better economic
outcomes and release positive effects on employment.
Different academic studies indicate the need of more research on employment effects
occurring in the case that a circular economy is implemented. This impact on employment
is largely attributable to increased spending fueled by the lower prices expected across
sectors and to the labour-intensity of recycling activities and higher skilled jobs in
remanufacturing. But not all would benefit from the economy-wide impact of the circular
model on growth and employment. Some companies, sectors, and employment segments
are likely not to act quickly enough and would lose out. If European leaders decided to
shift towards a more circular economy, managing the transition would have to be a top
priority. A circular economy could greatly benefit the environment and boost
competitiveness and resilience.
The future seems to be very promising: “Global trends are providing a fertile environment
for a shift in the economy, which could see growth gradually being decoupled from the
consumption of finite resources and its associated negative externalities” says Andrew
Morlet, CEO The Ellen MacArthur Foundation.
"... Instead of maximize utility, we should try minimize future regret ... the solution is in the
field of ethics rather than the economy“ is the most valuable advice given by Nicolas
Georgescu-Roegen, American scientist with Romanian “rootes”, and father of ecological
economics.
The 4th International Conference on Economic Sciences and Business Administration
(ICESBA 2017) gathered academics and practitioners from various countries and cultural
environments around the world, all sharing common research interests in the main topic
of the conference. Contributions with both a theoretical and empirical focus can be found
in our Procedia of Economics and Business Administration, the publication of ICESBA2017
conference.
Wishing you inspiring reading to all,
Prof.Manuela Epure, PhD, MCIM,
Conference Chair
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Developing a Context for Change in Gang Affected
Neighbourhoods. Exploring Synergies and Discords at
Micro and Macro Levels
Dr. Paul Andell,
University of Suffolk, Waterfront Building, Neptune Quay, Ipswich, IP4 1QJ,UK
Tel:+441473338338, Email P.andell@UoS.ac.uk
Abstract: The paper suggests that there are similar values ie. economic success and
a culture of consumerism embedded in both the legitimate and illegitimate
economies. It discusses possible micro and macro interventions to reduce the strains
that arise from the blocked opportunities in attaining shared values. At a local level
the paper discusses an action research model to develop social capital; in the
broader context the paper discusses the redistributive potential of the circular
economy to facilitate interventions which reduce harms.
Keywords: Gangs; drug-markets; relative-deprivation; strain; circular economy;
social inclusion.
JEL classification: 017

Introduction
In January 2015 an action plan to implement a “circular economy” was adopted by the
European Commission to support transitions towards less wasteful growth across the
European Union (EU). The EU hopes to shift governance, regulation and businesses
towards a more sustainable direction by minimising waste and making better use of
assets. In doing so it is hoped that companies will be given opportunities to grow
“sustainably’ to provide jobs to facilitate better social integration (EU Commission 2017).
All economic models shape and are shaped by social and cultural practices which can be
inclusive or exclusive (Sayer 2004). Andell and Pitts (2009, 2013, 2017) have developed
localised interactive models of action research which are inclusive of the experiences and
knowledge of young people, professionals and other stakeholders in responding to gang
related crime in affected neighbourhoods. One of the main aims of this work is the social
inclusion of young people through the formal economy.
The paper will examine some of the synergies and discords apparent in building social
capital from the bottom up in the micro social sphere; and developing sustainable
economic policy from the top down in the macro social sphere. Investigating the differing
8

mechanisms which have impacts on the dimensions of each social reality has significant
challenges due to the interwoven nature of the different levels and dimensions of social
reality (Layder 1997). However, what we can do to initiate a process which identifies some
of the key mechanisms that sustain the problems to be addressed and begin to counter
some of these mechanisms in a cyclical fashion through action research.
The paper utilises a recent example of empirical action research regarding street gangs
and draws on the efforts to curtail young people’s involvement in the expansion of the
illicit drugs trade (Andell and Pitts 2017). While the paper provides some localised ideas
for sustainable solutions to counter human suffering in gang affected neighbourhoods it
also seeks a broader explanation of the redistributive potential of the circular economic
model and questions its utility for social justice in relatively deprived communities.

1. The Backdrop of Relative Deprivation
According to the European Union (EU) funded GINI project (2010) widening inequalities
exist in all EU member states. In countries with higher income inequality the poor tend to
be less politically involved and so their interests are not well represented in democratic
decision making. The New Economics Foundation (NEF) report that that wealthy elites
tend to accumulate political influence as well as resources. They suggest that economic
inequality in the UK,
…is at dangerously high levels with the richest 1% of the population owning more wealth
than the poorest 50% put together. Households in the bottom 10% of the population have
on average a net income of £9,277, while the top 10% have net incomes over nine times
that (£83,897). Most people who have power and resources also have a sense of
entitlement to what (they think) they need to live a good life, and they can use their
existing assets to make sure they get it – good schools and healthcare, decent homes,
rewarding employment, a secure income. Beyond the comfortably well off, any such
confidence is either very fragile, or absent altogether. Social justice cannot be achieved
when that sense of security is so unevenly distributed (NEF 2017).
Inequality and relative deprivation not only run counter to the aims of a circular economy
but has pernicious effects on crime rates. Brown (2001) has examined the importance of
relative deprivation and its relationship to crime. He points to early strain theories such as
Merton’s (1938) Anomie and Cloward and Ohlin’s (1960) Opportunity Structure Thesis,
which relates relative deprivation to crime through social strains. Later empirical research
has explained the processes by which the strains of societal values are turned into feelings
of strain in the individual (Broidy and Agnew 1997, Hoffman and Miller 1998). These later
studies show involvement with delinquent peers is an important variable for explaining
how experiences of general strain are turned into individual delinquency. Control theories
were developed in opposition to strain theories, Brown maintains that these types of
theories and their related empirical work would also benefit from paying attention to
relative deprivation as a causal variable in the breakdown of control. Brown (op cit)
further relates the centrality of a sense of relative deprivation to the left realist analysis of
crime. It is argued by left realists that this sense is the result of unlimited aspirations and
blocked opportunities which are embedded in late modern culture and capitalist political
economy. This is summed up by Lea and Young (1993) as an “excess of expectations over
9

opportunities”. Later more culturally focused work by Jock Young (2007) points us in the
direction of social exclusion and the importance of a sense of being someone. Young
observes:
“... the acute relative deprivation forged out of exclusion from the mainstream is
compounded with a daily threat to identity: a disrespect, a sense of being a loser, of being
nothing, of humiliation.”
Winton (2014) citing Young’s analysis of social exclusion and crime summates,
“This, in turn, it is argued, leads to the formation of exaggerated identities of resistance,
formed not through vertical oppositions (with the rich) but, rather, through the
amplification of horizontal divisions (based on gender, ethnicity, territory, etc.)”.
Identities of resistance can be acutely demonstrated through membership of street gangs
(Hagedorn 2007). He argues that one of the characteristics of late modern life is the
proliferation of armed young men involved in the alternative or illicit economy. Hagedorn
(op cit) points to the failures of the legitimate economy as a causal force which predicates
the formation and sustainability of street gangs.
The development of street gangs and their involvement in the drugs business are
reported as having pernicious and harmful consequences for vulnerable communities
(Andell and Pitts 2017) and have a negative impact on the potential economic
development and regeneration of the neighbourhoods in which they are located (Lupton
et al 2013).
Hagedorn (2008) suggests that gangs are becoming a permanent fixture in an increasingly
urbanised world. He argues that the existence of armed gangs of young men are becoming
the norm rather than the exception and he makes three main points diverging from
traditional criminology: gangs are becoming a permanent presence in socially excluded
poor neighbourhoods; gangs are a result of globalised economies and gangs can be found
in the spaces where the system of distribution of resources has failed. If this is so we may
need to take a fresh approach in order to rethink our policies and interventions to deal
with what Arup (2016) calls “negative externalities”.

2. Policy Pendulums of Denial and Repression
Some have argued that urban street gangs are not a new phenomenon (Pearson 1985,
Davies 2008, Hallsworth 2013), others report rapid global and local developments that
give rise to worrying new changes in group youth offending, (Pitts 2008, Hagedorn 2008,
Harding 2014, Andell 2015, Andell and Pitts 2017).
It is acknowledged that there are many adolescent groups across Europe engaged in
relatively harmless misbehaviour and the term ‘gang’ is sometimes over-used in popular
discourse to describe them. In this paper a definition of street gangs is used which was
devised in the UK for the policy paper Dying to Belong (Centre for Social Justice, 2009):
‘A relatively durable, predominantly street-based group of young people who (1) see
themselves (and are seen by others) as a discernible group, (2) engage in a range of
criminal activity and violence, (3) identify with or lay claim over territory, (4) have some
form of identifying structural feature, and (5) are in conflict with other, similar, gangs’.
10

Different knowledge bases or philosophical positions are used in defining approaches to
urban street gangs. These can be demarcated in terms of idealism, naive realism and
critical realism (Matthews 2013, Andell 2015). Some criminological scholars have
questioned the existence of gangs in the UK (Hallsworth and Young 2008). Arguably their
analysis utilises a constructivist epistemology which does not separate the observed
reality of gangs from ideas about them. This type of analysis may lead to a non
interventionist approaches which do little to alleviate the strains in relatively deprived
neighbourhoods.
It is suggested that the earlier ideas outlined above which led to policies of gang denial in
the UK (Youth Justice Board, Fitzgerald et al 2005) gave way to gang intervention work
which originate from the U.S. (Andell 2015). These approaches are heavily informed by
empirical research which could be termed naive realist (Matthews 2013). As the observed
behaviours fail to discern the causal powers which sit below the observable experience of
gangs. Policy transfer of ideas about gangs from the US have sometimes led to short term
overly repressive interventions rather than addressing root causes of gang formation and
membership. For example interventions such as “gang call-ins” (Kennedy 2008) have
resulted in accusations of racial profiling and coercion (Centre for Crime and Justice 2015).
A significant problem appears to be over generalisation of what constitutes a gang and
who constitutes a gang member.
Matrices and risk tools are often utilised in identifying gang membership and in the deployment of gang interventions. These assessment aids are used to numerically order risk
factors. Often this is done remotely from the neighbourhoods in which the behaviours and
attributes occur. Subsequently the meanings which risk attributes carry are often
misinterpreted or absented and therefore explanatory power is lost (Pitts 2001, Matthews
2013, Andell and Pitts 2017). This can result in net widening and mistargeted enforcement
(CCCJ 2015) which sometimes leads to the loss of human potential through the
involvement of young people in the criminal justice system. It can be argued that this
approach does little to build effective solutions and can exacerbate problems in
neighbour-hoods (Edmonds et al 1996, Andell and Pitts 2017). Therefore a more
meaningful approach needs to be developed in capturing data, assessing problems and
devising interventions.
A critical realist approach to gangs assumes that unobservable structures (patterns of
relations and roles) cause observable events (gang behaviour). This suggests a reality of
gangs independent of theories about them. In this paradigm our theories about the world
are historically, socially and culturally situated and always partial. Not only do gangs
change in space and time but also so do our representations of them. At this moment in
time arguably our best ideas about gangs involve social structures which have push and
pull factors acting in conjunction with culturally enmeshed individual limited choices. The
pushes of social exclusionary factors such as institutional racism and unemployment act in
consort with pull factors of excessive consumerism. These strains may be conducive for
some to choose to adopt the “gangsta lifestyle” of hyper masculinity for recognition and
respect. Our ideas about gangs are partial and fallible and this demands a methodological
pluralism which involves local stakeholders when researching them. Andell and Pitts
11

(2009, 2013, 2017) propose cyclical interventions through an action research methodology
which provides for real-time assessment and evaluation of problems and interventions.

Developing New Approaches
It can be argued that linear intervention models such as simple enforcement as a response
to crime can contribute to human wastage as often young people become embroiled in
cycles of gang life and prison (Wacquant 2008). In models of a circular economy waste is
reduced in the “technical cycle”, whereby human intervention is used to recover and
recreate order, by utilising three main principles; to preserve and enhance natural capital,
to optimise resource yields and to foster system effectiveness (Webster 2017). We suggest
a “social cycle” be added to the economic model with a central principle to build social
capital to reduce human wastage. Social capital relates to social cohesion, networks and
connectiveness. Bordieu refers to social capital as,
the aggregate of the actual or potential resources which are linked to possession of a
durable network of more or less institutionalized relationships of mutual acquaintance and
recognition” (Bourdieu and Wacquant 1992)
He provides a model to understand the human capacity for coping under immense social
change. He observed the interrelation between social structures and habitus and analyzed
how different dispositions respond to changing demands. We have touched on the
negative impacts of social capital in the formation urban street gangs above, however,
Ideas of social capital can also be utilised to positively assist young people reach their
potential.
Social capital can be seen as a community resource that gives access to opportunities, in
learning and employment which can lead to social improvement. Social capital can be
embedded through group processes of social pedagogy which give a critical awareness of
the systems and institutions that promote or hinder progress (Ginwright et al. 2005).
Boek (2011) argues
Policy and practice need to build on the situated activity of young people and not erode it.
Enhancing young people’s existing social capital is achieved by building on their existing
resourcefulness, strengthening their existing support networks, opening up new horizons
and creating access to new resources within a strength perspective. Institutions need to
enhance resiliency and positive risk taking, nurture trusting relationships with significant
others and enhance young people’s outlook on life.
In order to assist young people fulfil their potential with the assistance of institutions both
micro and macro changes need to take place. The social capital of community networks
needs to be enhanced and empowered and the redistributive potential of economic
models needs to be enacted.

3. Methodology in the Micro
The in responding to gang crime it can be argued that single intervention models such as
enforcement can be an ineffective and a wasteful use of valuable resources. Moreover
isolated enforcement can contribute to human wastage as often young people become
embroiled in cycles of gang life and prison (Wacquant 2008). In models of a circular
12

economy waste is reduced (Webster 2017). In a similar manner we suggest a multi-modal
approach which includes “social intervention cycles”. Social interventions include building
positive social capital to enhance opportunities for gang involved young people in the
legitimate economy to reduce human wastage. This replaces the social capital gained from
gangs (Deuchar 2009) and relates to social cohesion, networks and connectiveness.
Bordieu defines social capital as
"the aggregate of the actual or potential resources which are linked to possession of a
durable network of more or less institutionalized relationships of mutual acquaintance and
recognition” (Bourdieu and Wacquant 1992)
Boek (2011) suggests that social capital can be seen as a community resource that gives
access to opportunities, in learning and employment which can lead to social
improvement. Social capital can be embedded through group processes of social pedagogy
which give a critical awareness of the systems and institutions that encourage or deter
progress.
Boek (op cit) further argues,
Policy and practice need to build on the situated activity of young people and not erode it.
Enhancing young people’s existing social capital is achieved by building on their existing
resourcefulness, strengthening their existing support networks, opening up new horizons
and creating access to new resources within a strength perspective. Institutions need to
enhance resiliency and positive risk taking, nurture trusting relationships with significant
others and enhance young people’s outlook on life.
Bordieu (1992) observed the interrelation between habitus and social structures and
analyzed how different dispositions respond to changing demands. He provides a model to
understand the human capacity for coping under immense social change. In order to assist
young people fulfil their potential it may be imperative to influence both micro and macro
spheres. In other words, at one level the social capital of community networks needs to be
enhanced and empowered and at another the redistributive potential of the economy also
needs to be enacted.
Sayer (2004) suggests that the economic cannot be understood in abstraction from the
social and the cultural. He argues
…markets and associated economic phenomena both depend on and influence
moral/ethical sentiments, norms and behaviours and have ethical implications.
This brief analysis of interventions in the micro appears to suggest the current approach to
gangs’ research adopted by Andell and Pitts, which relies on building social capital, has
some synergies with the ideas of social transformation in the circular economy. However
exploration of the circular economy’s potential for institutional change through
redistribution to reduce actual and perceived inequalities needs to take place before the
approaches can be declared complimentary.
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4. Questions for the Macro
Arup (2016) in describing the circular economy argues that,
Minimising negative externalities is a core aim of the circular economy. In the built
environment these include climate change, water, soil, noise and air pollution. They also
include less tangible impacts on human and animal welfare, health, employment and
social equality.
The focus of Andell and Pitts’ (2017) work is the improvement of equality through the
reduction of crime and social harms using social pedagogic practices. This could be
classified as reduction of negative externalities. However a provocation would invite
further analysis of the core aims of the circular economy in order to counter “human
wastage” by building a more moral economy (Sayer 2010) which is socially just (Pettifor
2016).
Some have argued that sustainable growth in the circular economy masks and reproduces
the exclusions that are intrinsic to economic systems in late modernity. It is argued that
rather than reducing waste sustainable growth encourages the increased consumption of
“ethically produced” goods whose waste has deleterious effects on the environment. In
this model the only alternative is zero growth fought for through the re-politicisation of
the debate (Valenzula and John 2017).
A less idealist and more social democratic alternative for sustainable development have
been suggested by Raworth (2017) in her model of the “doughnut economy’. She reworks
the purpose of economics and discards 20th Century fixations with growth of GDP.
Raworth sets out an environmental ceiling of “nine planetary boundaries”, which she
argues to exceed, would result in unacceptable environmental degradation and potential
tipping points for Earth systems. She sets out inner social and outer ecological boundaries
in a doughnut shaped graphic representation that encompasses UN agreed sustainable
development goals for human well- being. Rayworth (op cit) describes a new economic
model to enable a life of dignity and opportunity for the world’s population. The model
includes critical environmental issues such as a stable climate, clean air, a protective ozone
layer, thriving biodiversity, and healthy oceans; as well as concurrent issues of a social
short fall of inequalities in income and wealth.
Similarly, Palumbo (2013) suggests the recent Europe 2020 Strategy is mainly focused on
improved growth and success measured in terms of GDP. Palumbo (op cit) argues that it is
important to develop strategies from beyond the GDP perspective, which gives
consideration to the wider dimensions of quality of life. He mentions that growth should
not be prioritised over education, health status, social relations, and civic participation. He
argues that measurement of GDP,
…does not measure sustainable development, quality of life, human and social capital and
well-being. Nor does GDP differentiate between activities that have a negative or positive
impact on society and the environment.
Coppolla (2016) suggests that there is a direct relationship between rising debt, rising
money supply and rising GDP and suggests that growth is only possible with further debt
as our monetary system is debt based. He goes on to suggest,
14

Increasing wealth requires that a large (and growing) part of the world’s population is
indebted. When one population reaches debt saturation point – they cannot or will not
take on any more – those who want to create financial wealth move on to another, less
indebted population. Rising debt for many, rising wealth for a few. Rising inequality.
Globalisation reduced inequality between countries, but not within them. Within countries,
inequality both of wealth and income is rising.
Beyond aspirations for the use of new technology, design and a desire to reduce waste,
little detail has been fleshed out on the moral or redistributive aspects of the circular
economy and how we might reduce inequalities. These fundamental questions need
further exploration in order to avoid local and international strains which have significant
costs to human existence.

5. Feelings of Social Strain
If intra-national inequality increases then so do international social strains. Commenting
on the reasons for Brexit both sides of the political divide expressed disappointment with
EU economic policy. Forbes the US business magazine asserted,
Opponents of the EU argued that it is a dysfunctional economic entity. The EU failed to
address the economic problems that had been developing since 2008… for example, 20%
unemployment in southern Europe (July 5th 2016).
On the opposite side of the political divide, UK Left wing economist Paul Mason had little
better to say about EU economic policy, writing in the Guardian he suggested,
The leftwing case for Brexit is strategic and clear. The EU is not – and cannot become – a
democracy. Instead, it provides the most hospitable ecosystem in the developed world for
rentier monopoly corporations, tax-dodging elites and organised crime (16 May 2016).
Brexit shock and disappointment currently resonates with uncertainty around the country
for those on both sides of the remain/leave divide. The economic perceptions outlined
above are grounded in social relations and bounded in culture. Many explanations are still
being pondered over and many positions have shifted (including those of Government
Ministers). The mix of the real, the actual and the experienced swirl together in an
apparently unfathomable situation. Was that vote at that particular time due to perceived
unfair treatment in the public housing sector or real unfair housing costs in the private
sector? Was it the lies and false promises of increased funding for the NHS or experience
of bed shortages due to austerity cuts? Was it the lived experiences of food banks debt
and joblessness or the perceived fecklessness of benefit claimants migrants, refugees and
asylum seekers? All of these reasons are located by and subject to what appears to be a
developing small island retro cultural context of stiff upper lip and go it alone mentality.
More generally this has been signified by ubiquitous Dads Army type slogans of “Keep
Calm and Carry On”. The embeddedness of economic policy within social experiences and
cultural practices which prompted the leave vote now threatens future international cooperation in Europe. In developing the circular economy across the EU it should be borne
in mind that policies which engender doubts and experiences which can be exploited in
narrow nationalistic terms need replacing with hopeful new ideas for human well- being
and policy road maps for social inclusive progress.
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Conclusions
It appears that both macro and micro economies are intrinsically linked and mirror each
other in consequences of strain. What may reduce the growing pains is research and
policy with clear standpoints that reaches beyond the cycles of unlimited aspiration and
blocked opportunity. Policy which is founded on the belief that understanding of the
mechanisms which produce material and cultural domination could lead to a realistic
program for collective actions in both the micro and macro spheres. Therefore, there is a
need to further discuss the causal social and political mechanisms that result in widening
inequality and to engage in public discourse. In the micro, the application of theory led
approaches which enhance social pedagogy can empower local communities to address
anti-social behaviours which can stifle economic and social change. However in the macro,
questions remain regarding the potential of the circular economy to curb excesses of
wealth creation for the few that results in debt for the many.
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Abstract: The transition from the actual economy to another, based on the
principles of sustainable development is largely promoted through national and
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economic growth model (the Solow-Swan model) and a growth curve from the
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Introduction
When speaking about sustainability, the concepts that are most often used are Circular
Economy, Green Economy and Bioeconomy [D’Amato et al., 2017]. The Circular Economy
is a strategy for the sustainable development proposed in order to tackle problems that
are urgent in the area of environmental degradation and area of resource scarcity. This
strategy is based on the principle of the 3R’s, respectively reducing, reusing and recycling
of materials [Heshmati, 2015].
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From the point of view of the European Commission, the Bioeconomy is a strategy focused
on better use, as vital products and bioenergy, of renewable biological resources. For this
purpose, Spatial Foresight et al. (2017) consider necessary to increase the sustainability of
the actual production and consumption models. Also, the green economy, as a concept
that the European Commission sustains, is a goal that can be achieved through a better
management of the resources by using specific economical instruments, better
environmental policies in the matter of water and of waste, and increased sustainable
consumption and production.
The purpose of these three concepts is a transition (seen as adaptation or transformation)
from the current economy to a more sustainable one [Loiseau et al., 2016; D’Amato et al.,
2017]. At the level of production systems, we can speak of a change from a “cradle to
grave” system to a “cradle to cradle” one, which is adapted to the idea of using what is
considered waste in one cycle, as resource in another cycle [van de Westerloo, 2011].
There are, in nature, symbiotic relations that are relations between two species from
which at least one of them benefits. There are three types of symbiotic relations that
species develop: mutualism, commensalism, and parasitism. The mutualism relation
implies that both species gain, for the commensalism relation, one of the species gains
and the other it’s not affected in any way, and in the last type of relation, the parasitism,
one of the species is negatively affected [Tiwari et al., 2017]. Making an analogy, between
the three aspects of symbiosis and the current economy, it can be concluded that the
tendency is to transition from a parasitic relation (that can be associated with the current
economy) to a commensal relation, and ideally, mutual one. Some of this transition steps,
in the circular economy, are the principles of reducing, reusing and recycling.
One of the aspects of development, no matter if we are speaking about development from
an economic point of view, or from a biological one, is growth. This aspect, growth, was
vastly studied, and a series of models and systems were developed. For that matter, the
purpose of this paper is an analogy between economic systems and biological systems.

1. Growth models
In economy, the models were formulated for a better understanding of the mechanisms of
economic growth, of the reasons for sustained economic growth over time and of
differences in cross-country income. Some of the most important are the Solow-Swan
model, the overlapping generations’ model, the neoclassical growth model, and models of
technological change and adoption. The basic model is Solow-Swan, also known as the
Solow model [Acemoglu, 2008].
In biology, the bacterial growth curve explains in detail the processes that take place in a
controlled environment. The purpose of this type of cultivation is making, by the bacteria,
products of metabolism that are of economic interest (primary metabolites like ethanol, or
secondary metabolites like an antibiotic) [Maier, Pepper & Gerba, 2009].
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Analogies between economic and biological systems were discussed in the literature.
Hodgson (1997) sustains the idea that economics should be rebuilt in the lines of
evolutionary biology and Threnchard (2016) is correlating the biological system
represented by bicycle pelotons and the economic case of the rebound effect, proposing a
series of equivalences between the two systems.
1.1 Solow-Swan growth model
From the economic perspective, Moroianu (2012) define the economic growth as an
increase of one economy’s capacity to produce goods and services, using a comparison
between two defined periods.
The Solow-Swan model shows how the economic growth during a certain period of time is
influenced by the population growth, the rate of economic growth and the technological
progress. This model considers a closed economy that has only one sector with a
homogeneous production which is destined for consume or for investments, toward
creation of new capital units and the savings are equal to the investments. [Moroianu,
2012]
The starting ideas of the Solow model are: a perfectly competitive economy; work (L) and
capital (K) are two perfectly sustainable production factors; the production factors are
perfectly mobile; the resources used have complete employment. [Moroianu, 2012]
The mathematical representation of this model is the Cobb-Douglas production function.
This function is used to represent the correlation between the output per capita and the
capital-work coefficient. [Moroianu, 2012] In this expression, Z is the aggregate output, K
is capital input, L is labour input, A and α are constants [Black, Hashimzade & Myles,
2009].
=

(1)

Figure 1 – Production function per capita
Source: Moroianu, 2012
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Moroianu (2012) uses the graph from Figure 1 to explain why an economy reaches a
steady state and is not having a continuous growth in time. From the author’s point of
view, even though, at the start, the output increases with the input’s increase, the cause
of the lower output is the decreasing of the product of the capital. Also, the author
emphases that at the steady state stage of the economy, “The investment necessary to
maintain a constant level of the working capital will depend on the population growth
rate, but also on the depreciation speed of the capital.”
DeLong (2001) expressed this function as a behavioural relationship. In this equation, Y/L
is the output per worker, K/L is capital stock per worker, E is the efficiency of labour and α
is a number that measures how quickly the return on investment in the economy is
diminishing.
=

(2)

1.2 Bacterial growth curve
The bacterial growth curve has four phases. The lag phase, the exponential growth phase,
the stationary phase and the death phase [Munoz-Lopez et al., 2015].
The entire growth curve of the bacteria, in a batch cultivation system, can be expressed, in
one of the simplest ways, by the Monod equation.
=

(3)

In this expression, µ, µmax and Ks are constants. The first, µ, represents the specific growth
rate, the second, µmax, represents the maximum specific growth rate for the culture in use
and the third constant, Ks, is the affinity constant. The last component of this equation is S,
and it represents the substrate concentration [Maier, Pepper & Gerba, 2009].
9
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Figure 2 – Growth curve for a bacterial population
Source – redrawn after Maier, Pepper & Gerba (2009)
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In the lag phase, the microorganisms adapt to the new conditions of cultivation and it is
considered that this phase finishes when the population doubles. The exponential growth
phase can be described as a process in which the number of bacteria grows exponentially,
and after n cellular divisions, the number of viable microorganisms from de media will be
2n. In the stationary phase, the cells continue to divide, but the number of viable cells is
balanced by the number of dying ones, and thus, no net growth is observed. The death
phase is characterized by an exponential loss of viable cells; although the bacterial death
in this stage is not as fast as the growth in the second phase, it’s still an exponential
process. A few cells continue to divide, but there is a net loss of viable cells [Maier, Pepper
& Gerba, 2009].
These properties are different at microenvironment level, because of a limited level of
nutrients and of the presence of microorganisms’ consortia that compete for the same
limited source of nutrients. At laboratory level, all these aspects are perfectly known and
quantified. The nutrients in the media are known both quantitatively and qualitatively, the
physical and chemical properties of the media, as pH, temperature or oxygen level are
controlled for optimal growth, the quantity and type of bacteria inoculated is also known.
In the natural environment of the microorganisms, as soil or water, these stages of growth
are consistently different from the point of view of the growth parameters. The lag phase
can be much longer than in a batch culture, the exponential phase can be quite short, the
stationary phase can appear briefly or it can be absent but the death phase is definitively
visible as the levels of microorganisms go back to the starting point, before the nutrient
surplus [Maier, Pepper & Gerba, 2009].
The Monod equation can be written by relating the growth to substrate utilization through
a constant called cell yield.
=

(4)

In the above expression, Z is the cell yield, S is the substrate concentration, t is the
generation time, and X is the number or mass of cells. It can be rearranged as:
=

(5)

This equation is used to describe the relation between the specific growth rate and the
substrate concentration. In the form we use in this paper, the relation between growth
and concentration is made through the constant that is cell yield. A higher value of this
constant means the process of substrate degradation is more efficient [Maier, Pepper &
Gerba, 2009].

2. Comparison and analogies
This comparison is important for building a way to communicate between the two sectors
(economics and biology/environment). Because understanding the similarities can help
the process of efficiently implementing the principles of circular economy and is also a
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step closer to build and establish new models of growth integrated in the way of economic
thinking largely promoted at this point in time.
The analogies between Equation (2) and Equation (5) can be made as follows:
≡
≡
≡
As it can be seen from the analogies, the capital stock per worker from Eq. (2) is similar to
substrate concentration per generation time from Eq. (5); also, the output per worker
form the Cobb-Douglas function is correspondent to the number of cells per generation
time in the Monod equation. The last correlation between these two equations can be the
one between the labour efficiency and the cell yield.
Both models are able to accurately describe processes that take place in practice. Also, the
models don’t take into consideration a series of aspects. The ones from the Solow model
were mentioned above (e.g. assuming a perfectly competitive economy), in the case of the
bacterial growth curve, Monod assumed that the cell growth is not limited by other
nutrients than the substrate and that toxic by-products of metabolism don’t accumulate in
the media [Maier, Pepper & Gerba, 2009].
If we are to make a comparison, and if we are considering that the bacterial growth
follows a natural rhythm, and that, according to Maier, Pepper & Gerba (2009), the growth
in the natural environment tends to follow a curve (in the last stage) similar to the one in a
batch system cultivation, we can argue that the necessity of another type of economy is
natural. In order to continue the growth and development, (instead of decline and death)
the addition of fresh resources and maintaining a reduced level of residues is necessary.
When we introduce the cells in the new culture medium, there is a lag period that is
natural, so it is to be expected that at the point of transition from one economic model to
another, at first will be a period without economic growth, and after that, a period of
exponential growth will start. How long the exponential growth will last depends on how
we manage the resources-residues balance in the economic environment. For a bacterial
batch culture, both resources and residues surplus (over a certain limit) inhibits growth
and development so continuing the comparison between the systems, for a sustainable
economy a careful balance is needed.

Conclusion
Following this line, it is to be expected, that at a point in time, the economic systems will
have to change and adapt to the way the natural conditions are changing. For a faster and
better transition to a circular economy, or to any other type of economy that has as
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purpose a sustainable development, from the perspective this paper is written of, is useful
that both the economists and the environmentalists or biologist for that matter,
understand and adapt to the counterparts methods and way of thinking. That is the
reason why this correlation between some aspects of an economic growth model and
some aspects of a model of growth from the biological side, can act as an interdisciplinary
bridge. Maybe this bridge can be used in order to build another model applied to the new
concepts of economy.
From this point of view, we can conclude that a type of economy that sustains continuous
growth and development has to be able to continuously adapt and change.
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Introduction
E-commerce is one of the tools used by internet focused businesses to make electronic
payments and to transfer the right of using or owning goods or services from one person
to another. In this context, e-business represents any business between different partners,
customers, public administration, deployed in the on-line environment.
E-commerce is the consequence of the development of information and communication
technologies (ICT), the increase in the number of Internet users and the trend towards the
Information Society, being the consequence of using information and knowledge in
conditions of increased protection of the environment in accordance with the objectives
of sustainable development. In many specialized papers it is stated that it is impossible to
predict the dynamics of ICT changes in everyday life and business activity, technologies
evolving from day to day, impacting on human thinking.
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With new technologies come new products - digital products / services - as a result of the
easy accessibility, storage and transmission of digital information - and new economic
activities (such as hosting websites, on- line etc.).
Due to the globalization allowed by the expansion of the use of the Internet, products and
services have to be increasingly competitive, responding to more complex and evolving
needs. The Internet brings many opportunities for companies that choose to grow online,
such as superior exploitation of value creation, expanding on new markets, launching new
products / services, brand consolidation, revenue growth, real time feedback from
consumers, on-line payments, public service computerization, but it also brings threats of
security breaches (which may affect the protection of privacy and personal data,
confidentiality of transactions, consumer protection etc.). The Internet also led to the
emergence of the "digital divide" phenomenon (the exclusion from the benefits of new
technologies of some social categories and geographical regions), to social cohesion
problems and to issues related to the preservation and promotion of the specific culture
to each nation and local communities, being necessary to protect the citizens and the
consumers.

1. Literature review
In its evolution the Internet had different features. It originally offered content (www used to publish and share content), then services (web services, collaboration tools and
online commerce), then it addressed to the people (social media due to the proliferation
of smart phones and tablets) and nowadays is heading for communications (machine-tomachine), also called "Internet of Things" (IoT).

Figure. 1. The evolution of E-commerce

E-commerce has evolved from version 5.0 in 2010 to version 7.0 in 2012 and Internet of
Things in the present (Fig. 1).
Version 5.0 referred to the use of Windows Azure Support technology, the use of SEO
tools, creating customer loyalty by using mobile interfaces that can be viewed from tablet
and phone devices, support for distribution and use of customer preference lists.
Version 6.0 was about improving on-line self-service, complex analyst integration,
Microsoft services and touches screen functionality, support for different currency within
the same online store, and integration with tools like SAP ERP.
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Version 7.0 covered advanced personalization, channel integration, mobile enhancements,
access to partner portals, time-to-value conversion, multilingual support within the same
online store [Gubbi, 2013]. This trend is currently preserved, but we are moving towards
IoT, that boosts the benefits of new technology and easy communication.
Though experts in the prediction of the future have talked about intelligent refrigerators
and autonomous cars over the last decades, the current market and technology are
moving towards the Internet of Things. IoT brings different advantages [Jadoul, 2015]:
1. Lower costs for hardware and access to mobile devices.
2. Proliferation of mobile devices and M2M endpoints to create a customer base and
deploy new applications.
3. Low-energy wireless technologies such as RFID, Wi-Fi, ZigBee, Bluetooth, etc. allow for
the payment or remote control of everyday activities from anywhere in the city, from the
car to the office and so on
4. New types of data analyze by combining old methods with IT algorithms and tools.
5. In most developed countries, the market for communications devices and services is
almost saturated. It tends to machine-machine communications, which offers
opportunities for the introduction of new devices and new services on the market.
6. Consumers are becoming more intelligent and are looking for new services and
applications to enrich their lifestyle, work environment, new ways of transport, shopping
and health care and the environment.
7. Networks of SMEs, businesses, utilities and public administrations have to face the
challenge of in-real time interaction with their customers, suppliers, and partners.

Figure 2: Top Trends in the Gartner Hype Cycle for Emerging Technologies, 2017, Source: [Panetta 2017]
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The study presented in Figure 2 reveals that in the next 2 to 5 years the general trend will
be evolution of technologies such as Serveless PaaS (Cloud Computing – Platform as a
service), Augmented data discovery, IoT platforms, Deep and Machine Learning, Cognitive
Experts Advisors, Software -Defined Security and Virtual Reality.
A forecast for 5to 10 years talks about Deep Reinforcement Learning, Neurometric
hardware, Digital Twin, Smart Workspace and Robots, Virtual Assistants, Connected
Home, Cognitive Computing and Augmented reality.
For more than 10 years a forecast reveals technologies such as Smart Dust, 4Dprinting,
Quantum Computing, Volumetric displays, Brain-Computer Interface and Autonomous
Vehicles.
At a glance we can say that some of the expectations will not be met, but of all these
technologies, Augmented Reality and Virtual Reality are very powerful instruments that
can be used businesses. They support the implementations of Pick-up and Drop-Off (P&D)
outlets, postboxes, touchpads, QR code shopping, Halo Effects, etc.
In Europe, 3 out of 4 people have internet access and spend more than 30 hours per
month online. One third of online time is dedicated to content sharing and socialization
within social networks [AD, 2017]. People are becoming more comfortable and prefer the
protection of an IT device than meeting people. Also, online shopping is not among their
preferences, because of the lack of trust in data security on the internet and the inability
to test products. At the same time, for some people, shopping at market is a pleasant form
of leisure.
IoT has become a powerful force for business transformation. Its disruptive impact will be
felt in all industries and all areas of society.

Figure 3: Forecast of online sales share in 2020 and impact on retail sales footprint [source: Kesteloo, 2013]

30

Figure 3 reveals that sales of toys and games will increase in the future by 33%, clothes by
20% and electronic devices by 17%. We also see a continuing concern to protect the
environment, especially in companies that produce electronics, reducing the impact on
environmental footprint by 41%. This impact is also reduced in the case of clothes by 25%,
which implies, in particular, the use of recyclable or biodegradable materials, the
reduction of energy consumption, the reduction of sales areas and the migration to the
online environment.

2. Recommendations for companies in the era of IoT
Companies can opt for medium-sized virtual showrooms: there are shops that have a
digital touch through touch-screen walls and other devices. This format allows merchants
to display their full collection on a limited space, which is especially attractive for big box
retailers and car brands because it offers them a way to enter urban areas. An example is
Audi, which plans to open twenty Audi City shops that offer the experience of virtual
reality in the coming years. For customers, virtual showrooms provide the benefit of
experiencing a personalized product, to their taste and needs (such as a car, kitchen or
shoe, all personalized). An additional feature of virtual showrooms is the high degree of
connectivity with the social network of customers, providing a perfect on-line and off-line
purchasing experience. The initiators of this trend are automobile manufacturers and
clothing traders, such as American Apparel, Adidas, John Lewis and Marks & Spencer
[Kesteloo, 2013].
Another solution is the development of Pick-up and Drop-Off (P&D) outlets designed to
overcome online shopping barriers, respectively the payment of transport costs, as well as
the inconvenience of fixed delivery windows between “8 am and 5 pm". These are small
local stores in high traffic areas or highways (railways or gas stations), warehouses,
neighborhood supermarkets, or even postboxes, and street-type mailboxes (DHL) in malls
(for example De Buren) or in urban centers. The format can be a customer service store, a
drive-through concept, or a wall with cabinets and codes.
We can also mention the touchpads on the restaurants tables (Inamo), which facilitate the
customers to order the desired products.
Other retailers, such as Diesel, Adidas and BoConcept (furniture), experience the QR code
shopping window to give customers the opportunity to connect to a particular promotion
or event or to provide additional information about the products displayed.
The "Halo Effects" of interactive technology changes the role and experience of the
physical store. Advanced mobile technologies (online payments, virtual reality) will allow
consumers to scan and buy everything they see in real life. Mobile devices are more than
just communication tools nowadays. Globally, smartphones and tablets contribute to an
important percent of users’ traffic on e-commerce and travel websites [Shiju, 2013].
Companies and users must take these characteristics into account and define appropriate
strategies so that they can take advantage of this opportunity. In other words, a company
that has access to social networks where members are permanently connected can show
different offers, learn their preferences, habits, and respond with dedicated services and
products.
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In this regard, businesses need to consider implementing an e-commerce solution to
respond to customers who prefer the virtual environment. In the first stage, the company
can choose to implement an online payment facility, such as PayPal or NoChecks, so they
can pay directly with the card. These solutions allow the integration of a button on the
company's website, through which customers are redirected to another payment
processing site. This site mediates transactions and completes the client's return to the
company's original site. Thus, the company wins time and eliminates issues related to
electronic payments, focusing on achieving its own goals.
In the second step, the companies can opt for a site that integrates the shopping cart,
allowing customers to check if the product is available, set up an account, and set up
recurring payments. In this case, the companies can opt for an integrated e-commerce
solution like Magento or Shopify to integrate product search tools, inventory, customer
account management, or order management. The companies can use a solution such as
Squarespace, which also allows you to personalize the page with thanks, adding offers for
the product you buy. This also involves significant costs, but it also allows for information
about customer preferences and the triggering factors that triggered the purchase.
A free solution for managing ad campaigns (for a small number of customers) and online
consumer behavior analysis is MailChip.
The objectives of the companies are dynamic. When it comes to the opportunity to
manage an online store, the companies can choose Shopify, Volusion, Magento, OpenCart,
etc. Some are free of charge; others are not and offer a wide range of functionalities.
More specifically, clients can make accounts that allow for personal information to be
collected, a coupon discount system can be integrated, all orders flow can be tracked etc.
E-commerce can be deployed by off-line companies that decide to expand online or adopt
a rebranding strategy, or companies that are dedicated to online business, often offering
digital products or products and services that lend themselves to on-line sale (software,
music, movies, flight booking, holiday, concert tickets, consulting services etc.).
Companies that have to sell products that need to be tested, palpated, tried out have to
make additional efforts to present them through pictures, descriptions, but especially by
short films (120 seconds) and by satisfied customer recommendations and testimonies.
In the next step, the companies can choose to market products on sites like Amazon or
eBay, which are based on an e-commerce solution that support multi-channel sales
strategies.
The business environment exerts important influence on the decision making process.
Some of the restrictions can be minimized or turned into opportunities. Thus, some
competitors can be turned into partners. Competition may be reduced if new strategies
are adopted or the expansion is extended to new niches created by the economic and
political context. Globalization brings the advantage of expanding to global markets,
especially through the Internet, but at the same time it is associated with increased
competition and quality standards for products and services. Globalization and the
expansion of Internet services have led to the adaptation of companies' behavior to the
new context: emphasis is placed on information and feed-back. There are also cases
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where rapid feedback has unfavorable consequences, such as brand damage or the choice
of an inappropriate supplier or the choice of erroneous strategies that can lead to
economic losses. To mitigate these negative effects, companies can base their decisions
using BI (Business Intelligence) applications. Of course, such an approach usually requires
a serious investment, but there are also less costly solutions - a search on Internet can
reveal some free solutions. However, free solutions have disadvantages: the effort to
understand and adopt them is not to be neglected. These factors add to the human
component, such as the degree of economic and technical culture of BI users, the extent
to which they accept new technologies, their ability to analyze and synthesize.
“E-commerce will drive Core Competency of the organization to the optimum level; and
Satisfactory Performance in business deliveries will facilitate more potential access to
variety of markets, where the product or service is perceived by the consumer as best
satisfying the needs compared to any other competitor by achieving cutting edge
performance in marketing” [Umachandran, 2017].

Conclusions
Modern companies had to keep up with the technology trends. They have to provide
Artificial Intelligence services (deep learning, autonomous vehicles) at the consumers’
hands. They have to provide novel experiences (4D printing, augmented reality, mobile
interfaces, connected home) for the very good informed and sophisticated consumers.
These services and products can be offered through digital platforms (5G, IoT platforms)
that allow M2M and M2C connection, resulting in a competitive business ecosystem.
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Introduction
Modern companies face a high competition, due to the globalization phenomena. In this
regard they have to understand and to identify themselves with online customer
requirements.
New research methods in online marketing combine elements of classical quantitative and
qualitative research with new findings in neuroscience and social media. We identify the
main trends in researching consumer online behaviour: visual marketing, neuromarketing; analytics services; mobile marketing; search marketing; multimedia marketing;
online social networking. The present paper focuses only on 2 main trends in the online
marketing research: visual marketing and neuro-marketing.
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1. Visual Marketing
Psychology research has shown that people remember: 10% of what they read; 20% of
what they hear; 30% of what they see; 50% of what they see and hear at the same time;
80% of what they say; 90% of what they say and do at the same time. Albert Einstein said:
"The only source of knowledge is experience".
Based on these findings, we note that an effective form of marketing is the visual one
associated with the audio components. In other words, the Chinese proverb "A picture
worth a thousand words" is true. Looking at the images in Figure 1, we are pleasantly
surprised to see how a soldier feeds a puppy on the battlefield, how a man with a large
soul offers his own shoes to a person in need and how a dog has intense feelings towards
his master. But do all these words capture the excitement of the soldier, the puppy's
gratitude, the feeling of mutual embarrassment experienced by the two persons in the
second picture ... The words help us reason, but they fail to capture the intensity of human
emotions and feelings.

Figure 1. “A picture worth a thousand words” – Chinese proverb

Continuing the reasoning, if we add sound, the same images will have a bigger impact.
That's why web marketing videos (especially short ones, about 120 seconds) have greater
impact than images.
Impact grows progressively when an online consumer recommends a company's products/
services that he uses personally. That's why in web marketing, testimonials of customers
on company sites and their recommendations on social networks are more effective, more
valuable than the company's advertising. It should be taken into account that this type of
advertising has another great advantage, it is free. That's why the big challenge of online
marketing is real, open and ongoing communication with the consumer.
Returning to the visual component, it is important to analyze where the consumer looks,
what appeals to him, and what are the visual impact signals. In this respect, technology
offers two modern methods of analyzing online consumer behaviour: eye-tracking and
mouse-tracking.
Eye-tracking is the process that measures the movement of an eye relative to its head or
position when it fixes a point of sight with a device. This eye tracking device is used in
research and analysis on the visual system, psychology, psycholinguistics, marketing,
human-computer interaction, and product design. There are a number of methods for
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measuring eyes movement. The most popular version uses video to extract the position of
the eyes. Other methods use search coils or rely on electrooculogram [wiki, 2017].
In web marketing, an optical measurement method of eye movement is used. Light is
reflected by the eye and detected by a specially designed video camera or other optical
sensor. The information is then analyzed to retrieve changes in the rotation of the eyes.
Tracker devices usually use the cornea reflex (the first Purkinje image) and pupil centre, as
well as features to track the eyeball over time. A more sensitive type of tracker is dualPurkinje, which uses reflections from the front of the cornea (the first Purkinje image) and
the back of the lens (the fourth Purkinje image) as tracing features. An even more
sensitive tracking method is observing the retinal blood vessels inside the eye and tracking
changes when the eye rotates. Optical methods, especially those based on video
recording, are widely used for viewing and are preferred because they are non-invasive
and cheap.
In other words, this device analyzes which visual elements (content, design) retain the
consumer's attention. Input data is collected from consumers who have access to multiple
pages of a website. In the first step one can create snap clusters, then create an eye
tracking chart that shows a visual representation of the actual patterns of a single
consumer or more and thus serves as the primary visual interface for exploration and
navigation.
„Visual stimuli on small screens is frequently processed very quickly leading to perceptions
that form automatically often without cognitive intervention. Thus, savvy retailers should
strategically use design elements of the assortments and of packaging to direct attention
and increase the ease of processing.”[Khan.2017]
This technique has also become affordable for companies with smaller budgets, who can
find different deals on the net at a simple search.
Mouse tracking - similarly, one can track the cursor position on your computer screen.
Mouse tracking uses free, easy-to-use software applications that allow researchers to
record and analyze mouse movements on the screen in search of potential responses (by
continually registering the x and y coordinates of the mouse). Looking at the dynamics of
consumer hand movements, we can look for alternatives to attract other points of
interest. This technique provides valuable insights into real-time cognitive processing.
Mouse tracking has an impressive temporal resolution, being more effective than eyetracking. Experiments can incorporate images, strings of letters, sounds, and video clips.
Once recorded, the mouse trajectories can be viewed, explored, averaged and measure
the degree of attraction/curvature, complexity, speed and acceleration of the movements.
The precise features of the temporal and spatial dynamics of the collected mouse
trajectory can highlight a variety of important empirical answers to questions from
psychology, cognitive science, and marketing.
This method can be used to test the functionality of a site or to improve the consumercomputer interface.
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2. Neuro – marketing
Researchers from different scientific fields are trying to identify how the human brain
works.
Dr. Eric Kandel, neuroscientist and winner of the Nobel Prize, states: "Understanding the
human mind in biological terms has become the central challenge of the 21st century."
[Pradeep, 2010]
Marketing researchers are trying to integrate scientific discoveries in the field of medicine,
psychology and sociology, in particular, to understand the consumer's behaviour, the
factors that determine it, how these factors can be influenced in order for the company to
achieve its marketing goals. This information is extracted from the neurological study of
the brain because "the brain is an honest source of indicators referring to consumer
preferences" (Senior, Smyth, Cooke, Shaw, Peel, 2007). The brain's reactions to various
marketing stimuli and various patterns of neural activity [ESA, 2014] are analyzed.
Very large companies, especially active in the online environment, with a lot of customers
and different categories, update their marketing strategies according to the rational and
subconscious motivations of their online consumers. Very large companies have
understood that authentic online communication with customers and the right response
to their requirements is vital in the online environment. These companies are trying to
anticipate the future and develop strategies based on the principles of sustainable
development that protect the environment at the same time. Large companies know that
green products and services are in themselves the guarantee of quality and are a very
effective form of online brand promotion.
Some of the neurological investigation techniques are [ASE, 2014]:
-fMRI (magnetic resonance) - measuring the level of oxygen in the blood circulation.
(Kenning, Plassman, Ahlert, 2007).
-EEG (electroencephalogram) - Records electrical activity of the brain 2000 times per
second.
-MEG (magnetoencephalogram) - Records neural activity through magnetic potential.
-Single Cell Recording - a method that involves recording and measuring the electrical
activity of hundreds of neurons specializing in certain functions.
-Study of lesions - a method dedicated to pathological cases in the brain, to assess how
pathology influences an individual's behaviour.
-ERP (recording brain activity at a specific stimulus/ event with the help of the EEG).
- TMS (magneto-transcranial simulation) – records the activity of certain areas of the brain
interested in research, through electromagnetic induction.
- SST (Topography) - measures and records brain activity. Thanks to its high resolution, it is
mainly used in research of online advertising items.
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- PET (Positron Emission Tomography) - is a method that produces 3D images for neural
areas of interest in research. Due to the high cost of use, it is rarely used in neuromarketing research.
„Colour perception is one of the most important cognitive features of human brain.
Different colours lead to different cognitive activities and different mental arousal levels;
as revealed by power spectral density obtained from EEG signals. As the colour plays an
important role in marketing and packaging industry; so neuro-marketing research; based
on colour stimuli is considered to be an important tool for the market researcher. In order
to assess the impact of each colour, the prime focus is to detect different colours from
EEG signals. A study with Interval-Type-II fuzzy space classifier distinguishes between
different stimuli that are considered for the concerned experiment. It is noted that the
classification rate is maximum for red colour and minimum in case of yellow
colour.”[Rakshit, 2016]
All these indicators change in association with certain images, events that trigger
subjective experiences. For example, pictures of sympathetic, fragile babies in need of
affection have a very strong impact, especially for young mothers, people who are in great
need of affection, grandparents etc. The voice of the person who contacts these images
becomes warm, as if he wants to comfort the baby. Images of a sunrise or a quiet sea
bring a quiet, contemplative state that lowers the value of these indicators. And party
videos, sporting, adventure pictures will certainly increase these indicators.
Using these techniques, the consumer's reaction to a type of advertisement is studied, for
example if it raises positive feelings, if it is associated with pleasant moments, if the
advertisement stimulates the impulse to action. It has been noticed that neutral
commercials that do not create any feeling, positive or negative, have no impact.
Advertisements that raise negative feelings can be memorable, but they do not lead to the
desired behaviour on the part of the consumer.
Neuro-marketing techniques can be considered intrusive to the personality of the
consumer, and it is therefore recommended to follow the code of ethics imposed by the
NMSBA
(2012)
neuro-marketing
science
&
business
association
(http://www.nmsba.com/ethics).
The Code of Ethics in neuro-marketing aims to protect consumers and restore the trust of
the public, companies and consumers in the integrity and goodwill of neuro-marketing
specialists. In neuro-marketing research, the subject's data is confidential.
Neuro-marketing aims to understand consumer behaviour, not to help companies sell any
type of product or create artificial necessities, but to find out the type of product/ service/
advertisement which has a greater impact and is needed/ desired by the customer. With
these techniques, one can assess how well an online store has been designed (platform
usability, suitability for presentation of information, product attractiveness, if time spent
on site is considered a pleasant experience, etc.).
2.1. Neuroscience related to online training and education
If the services related to online training and education are sold, neuroscience has major
and positive implications in this area of creative learning.
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Learning involves three stages:
•

confrontation with a new concept;

•

understanding different levels of working with this concept;

•

applying the concept in a concrete way.

The assimilated concept should be used in various combinations and contexts to create
new ideas/ concepts.
In the process of creative learning, the hippocampus has a very important role and should
therefore not be overstretched. For a learning experience to deliver good results, it needs
to be designed appropriately, alternating various activities. This variation has the effect of
reducing the amount of time it takes to keep the focus. Thus, it is stated that we cannot
learn more than 20 minutes, but the focus can last for more than 20 minutes through
recreational activities that can be used to maximize the learning process.
Once a concept has been learned, it can be stored in long-lasting memory and reminded
easily if different connections have been made with other concepts already known,
associated with different feelings, and similar concepts that are found in memory. If the
new concept is associated with other concepts already in memory, it becomes almost
unforgettable.
The amygdale placed in front of the hypothalamus detects the stimuli through the senses.
It plays a key role in the functioning of memory. It is involved in creating positive feelings
that facilitate learning. Some examples can be seen below:
-the smell of coffee can be associated with a quiet morning in which you can read a book
that you love;
-good news is associated with a positive feeling and has a positive impact on the activities
that follow;
-the promise of a desired/expected reward by the person concerned is a positive
motivation.
Sedimentation of the information learned is necessary for easy access to information in
future activities. In order to set information, recovery and sleep sessions are useful. Also,
breaks, relaxation through pleasant activities allow the focus to be changed to another
brain area, facilitating sedimentation of previously assimilated information.
Some companies recommend that employees dedicate a few minutes of relaxation at midday. It turned out that these companies are the most innovative and productive. These
companies create spaces for relaxation.
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Fig.2. Space intended for relaxation during working hours
Source: [http://www.perfecte. ro/lifestyle/inspira-te-din-stilul-deco-al-centrelor-google-foto.html#photo=5]

In order for the learning process to be more efficient, recompenses are recommended.
Rewards create motivation to learn.
After a person uses one’s memory to assimilate a new concept, he/she have to change
one’s behaviour. Charles Duhigg, in the book "The Power of Habit," found that, in fact, the
brain creates a loop of habits. A habit is something a person has done so many times that
it becomes routine, and thinking is no longer necessary in the reproduction of a habit. It
does not involve complex cognitive processes in the cerebral cortex, but only routines
activated by basal ganglia. That's why building habits are meant to change behaviour.
Once a habit has been formed, it can be associated with a new activity. Practically, the
new activity is triggered by the old habit. To learn a new habit, it is advisable to take small
steps and associate the new custom with an old one. Once these habits are formed, new
situations can be designed to stimulate employee creativity. In other words, habits can be
designed to create more powerful neural pathways.
A corollary of the principles of creative learning must be to consider:
•

stages of learning;

•

maximum concentration time (20 min);

•

association with positive feelings;

•

time needed for sedimentation of information;

•

activities of learning maximization;

•

use of rewards;

•

forming new habits;

•

"juggling" with these habits in new situations that stimulate creativity.

Whatever purpose a company has, whether or not it applies neuro-marketing, it must
ensure that its supporters and customers feel more valuable in the end.
The interaction between neuroscience and business or education has the aim to answer at
significant organizational problems and decisions. This interaction „will give a better
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understanding of why human beings behave generally or react the way they do”[BurgosCampero, 2013].

Conclusion
Having in mind that the modern consumer has a high interactive online presence, modern
companies have to find new research methods for studying their behaviour and
expectations. It is obvious that neuro and visual marketing offer better results than other
techniques, because these techniques are based on information regarding sociological,
psychological and cognitive profiles of customers. Neuro and visual marketing provide a
real competitive advantage in an increasingly saturated market. Thus our conclusion is
that neuro and visual marketing should be included in business strategies to increase the
competitiveness of companies.
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Abstract: The global tendency of ageing population has consequences on different
areas, such as: economic growth, financial markets, financial intermediaries,
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consequences on banking system that has to adapt to the needs and special
requirements for bank products and services of older customers. The specialty
literature mentions among the challenges the banking systems may face in the
context of ageing population: reconsidering portfolio of banking products and
services, adapting to the special needs of older customers, pressure on banking
profitability. In the context of an ageing population, the studies in field consider
that credit activity of banks is likely to decrease and provision of some services
targeting older customers to increase. At the same time, technological advances
raise several issues to older customers.
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Introduction
The global tendency of ageing population has consequences on different areas, such as:
economic growth, financial markets, financial intermediaries, monetary policy, public
finance, raising a lot of challenges.
Banking system is among the area that may be profoundly affected by ageing population
in terms of: business model, adapting to the special needs of older customers,
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profitability, challenges related to use of technological advance by older customers,
marketing strategies etc.
Starting from these premises, we organized our paper in two main sections. The first
section provides some statistical data supporting the global trend of ageing population.
The likely impact of ageing on banking system was discussed in the second part of the
paper. To this end a comparative literature review that encompasses many geographical
areas and issues has been performed.

1. The global trend of demographic ageing
After Japan, the European Union is the most rapidly ageing region in the world (People in
the EU: who are we and how do we live?, EUROSTAT, 2015). This trend is due to increasing
life expectancy and falling fertility.
Population ageing influences the living conditions of people and their life courses. This
phenomenon has an important impact, among others, on markets of goods, services and
capital. The process can have negative consequences on long term without changes in
people’s behaviours and adequate social, economic and demographic policies (Population
ageing in Europe: facts, implications and policies, European Commission 2014).
The phenomenon of aging is more pronounced in Italy, Greece, Germany, Portugal,
Finland and Bulgaria (see Table 1) where more than 20% of population is represented by
people of 65 years or over. In the period 2006-2016, the highest rate of increase in the
share of the elderly population was recorded in Malta (5.2 p.p.), Finland (4.5 p.p.), Czech
Republic (4.1 p.p.), Netherlands (3.9 p.p.), Denmark (3.6 p.p.) and Portugal (3.3 p.p.).
Table1. Increase in the share of the population aged 65 years or over
between 2006 and 2016 (percentage points)
Crt. no.
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15

Country
EU28
Italy
Greece
Germany
Portugal
Finland
Bulgaria
Sweden
Latvia
Croatia
Estonia
Lithuania
Malta
Denmark
France
Spain

2006
16,8
19,9
18,5
19,3
17,4
16,0
17,5
17,3
17,0
17,5
16,9
16,3
13,8
15,2
16,4
16,6
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2016
19,2
22,0
21,3
21,1
20,7
20,5
20,4
19,8
19,6
19,2
19,0
19,0
19,0
18,8
18,8
18,7

2016/2006
2,4
2,1
2,8
1,8
3,3
4,5
2,9
2,5
2,6
1,7
2,1
2,7
5,2
3,6
2,4
2,1

16
17
18
19
20
21
22
23
24
25
26
27
28

Austria
Slovenia
Czech Republic
Hungary
Belgium
Netherlands
United Kingdom
Romania
Poland
Cyprus
Slovakia
Luxembourg
Ireland

16,4
15,6
14,2
15,8
17,2
14,3
15,9
14,7
13,3
12,2
11,8
14,1
11,0

18,5
18,4
18,3
18,3
18,2
18,2
17,9
17,4
16,0
15,1
14,4
14,2
13,2

2,1
2,8
4,1
2,5
1,0
3,9
2,0
2,7
2,7
2,9
2,6
0,1
2,2

Source: EUROSTAT, code of data [demo_pjanind]
According to EUROSTAT projections, at the EU28 level, the share of older persons in the
total population will increase significantly in the coming years, from 19.2% in 2016 to
29.0% in 2060.
Fig. 1. Projections regarding the share of the population aged 65 years or over
35,0
30,0

28,5

29,0

2050

2060

27,0
23,9

25,0
20,0

19,2

20,4

15,0
10,0
5,0
0,0
2016

2020

2030

2040

Source: EUROSTAT (EUROPOP2015)
An indicator very often used to analyse ageing population is median age. This is the age
that divides a population into two parts of equal size. 50% of the population is older than
the median age and 50% is younger.
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Median age is higher in Germany (45.8 years), Italy (45.5 years) and Portugal (44.0 years).
The youngest populations we can see in Ireland (36.6 years) and Cyprus (37.2 years).
Between 2006 and 2016, median age has most increased in Portugal and Greece (with 4.4
years), Lithuania (4.3 years), Romania (4.2 years) and Spain (4.0 years). The lowest
increase was recorded in Sweden (0.6 years) and Luxembourg (1.0 years).
Table 2. Increase of the median age of population between 2006 and 2016
(percentage points)
Crt. no.
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

Country
EU28
Germany
Italy
Portugal
Greece
Bulgaria
Slovenia
Lithuania
Croatia
Austria
Latvia
Spain
Finland
Netherlands
Hungary
Estonia
Czech Republic
Denmark
Belgium
Romania
France
Malta
Sweden
United Kingdom
Poland
Slovakia
Luxembourg
Cyprus
Ireland

2006
39,8
42,3
42,0
39,6
39,5
41,5
40,2
38,8
41,0
40,1
39,5
38,8
41,1
39,2
39,0
39,4
39,0
39,7
40,3
37,2
38,9
38,6
40,3
38,8
36,7
35,7
38,3
35,1
33,5

2016
42,6
45,8
45,5
44,0
43,9
43,6
43,2
43,1
43,0
43,0
42,9
42,8
42,5
42,4
41,9
41,6
41,5
41,5
41,4
41,4
41,2
41,1
40,9
40,0
39,9
39,4
39,3
37,2
36,6

2016/2006
2,8
3,5
3,5
4,4
4,4
2,1
3,0
4,3
2,0
2,9
3,4
4,0
1,4
3,2
2,9
2,2
2,5
1,8
1,1
4,2
2,3
2,5
0,6
1,2
3,2
3,7
1,0
2,1
3,1

Source: EUROSTAT, code of data [demo_pjanind]

2. Ageing and banking system – a comparative literature review
Due to the fact that ageing population is a factor that affects not only the UK but globally,
Financial Conduct Authority provides a comprehensive and recent occasional paper on
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issues related to older bank customers. A topic of great importance in this study regards
the challenges older consumers face in the field of retail banking. Some of these
mentioned challenges are: challenges in using new banking products and services, bank
branch closures and technological evolution, technical language. In this context, the
banking environment should be supportive for older customer and the frontline staff
should be trained to support this category of clients (FCA 2017).
Steele (2016) presents some of the challenges older people using banking system face and
the ways banks in the UK address these challenges. Starting from the premises that older
people face some challenges related to less mobility, some physical disabilities, cognitive
decline, difficulty in remembering passwords and security systems etc., Steele (2016, p. 2)
defines “age-friendly banking” as “banking services, products an facilities that are
accessible and easy to use for older people”.
Among the six age-friendly banking principles set by Siddiqi, Zdenek and Gorman (2013)
one can mention: protection of older clients against financial abuse and banking products
and services tailored for older clients. Other principle concerns accessibility to bank
locations. To this regard authors point out the negative effects of bank branches decline
on many older clients and the issues they face in the online environment.
World Economic Forum (2016) emphasizes the role new technologies have in the banking
industry for older adults.
The issue of financial exploitation of customers over 50 is also tackled by Gunther (2016).
An effective way proposed by the author to preventing financial exploitation of older bank
customers is educating both banks’ employees and customers.
The work of Berlemann, Oestmann and Thum (2010) analyses the impact of demographic
change on profitability of retail banking. To this end, the authors use dataset from German
savings banks. The work’s results indicate that older bank customers determine higher
bank profit due to the fact that they are wealthier and less willing to switch their bank
affiliation.
The International Monetary Fund (IMF) report on Japan financial system suggests that an
aging population could decrease the role of banks in the Japanese financial system. Aging
will likely impact the banks business model that will be more oriented towards fee-based
services and holding securities (IMF 2017, p. 6, 35).
In line with this report is Imam (2013). Referring to the case of Japan too, the author
outlines that population aging is likely to impact banking business models. While young
population needs mortgages and other consumer credits, older customers do not borrow
for housing or consumer credits and detain deposits. Therefore, the bank role in maturity
transformation tends to diminish.
The issue of population aging in advanced economies is also tackled in the IMF Global
Financial Stability Report: Getting the Policy Mix Right. Consistent with the previous
mentioned works, the report points out that, under the context of population aging, the
demand for credit will likely to diminish while the demand for assets management
products will continue to increase. Also the demand for transaction services will grow (IMF
2017a, p. 52).
46

In his speech, Papademos (2007) – the vice-president of the European Central Bank –
emphasizes that the bank-lending channel significance may decrease in economies with an
aging population.
Product innovation and adopting marketing strategies devoted to 50+ age group are
among the banks reactions to the likely trend of household demand decrease in countries
with demographic change. In countries with aging population, loans and deposits will not
be anymore the core of the banks’ product portfolio that will increasingly contain other
products and services like longevity insurance. The generation aged 50+ will also require
changes in banks marketing strategies including distribution channels (Schmitz 2007, p.
104-105).
Unlike Berlemann, Oestmann and Thum (2010) whose results indicate that older bank
customers are less willing to switch their bank affiliation, Schmitz (2007, p. 105) mentions
that wealthy clients, concentrated in developed countries among older clients, are more
willing to switch bank and are more demanding. Consequently, competition for wealthy
clients will increase.
Assessing the impact of demographic changes on EU banks, ECB (2006) states that ageing
may determine downward pressure on net interest income. To respond to this income
loss, banks may expand internationally to emerging countries. At the same time, noninterest income may increase due to increasing demand for asset management and
advisory services (ECB 2006, p. 37).
Similar to Schmitz (2007), ECB (2006, p. 37) considers that demographic change will lead to
rising new products and services for senior customers.

Conclusions
Ageing is a global trend that poses a lot of challenges in many areas. Banking is one of the
areas where demographic changes and ageing may have a profound impact. Due to this
impact the academic literature has begun to pay more attention to this issue.
In this context the concept of “age-friendly banking” has emerged. Banks should
reconsider banking environment and banking products and services in order to address
the special needs and challenges older adults face against the backdrop of loosing
mobility, hearing, sight etc.
The change of bank business model is likely to be one of the most important aspects of
this impact. Banks should adapt their products and services to the older customers needs.
Therefore, credit activity is likely to decrease and services such assets management to
increase.
Technological advance is an issue of great importance for both banks and older people. On
the one hand, technology may be a barrier to accessing banking services for the elderly;
on the other hand, it can ease access to banking services if banking staff pay attention to
the training of older people on the use of new technologies.
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Abstract: The aim of the research was to investigate the food production regarding
healthy foods, social involvements, first of all the consumer behaviour, and
economic issues, like management, taxes, accounting, finance. Lately, the
consumers are becoming more aware regarding a healthy nutrition, food quality, or
food components that can bring a benefit for general health, either general
wellbeing or either improving health for some particular diseases. Disusing about
healthy nutrition, we are interested regarding some particular issues: functional
foods, bio foods, DOP foods (“Protected Designation of Origin”) or PGI foods
(”Protected Geographical Indication”). But to have healthy foods, somebody must
be interested to produce and to supply them to the people. We want to show if
importance of healthy food correspond in Romanian society and economy enough
incentives for production and trade.
The study was based on an exploratory research based on fiscal data, literature
review in the field of management and legislation analysis. The amount of scientific
data presented in literature, offer substantial ideas regarding importance of foods
production, first of all healthy food, and the managerial opportunities or risks for
food industry in Romania.
Keywords: food production, healthy food, management, taxes, opportunities and
risks..
JEL classification: I15

Introduction
The science of management developed long time as special part of social science. Parts or
fields of management had more importance and registered a faster evolution: military
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management, economic management (management for companies), public management.
In the latest 30 years was born the need to select the books and the idea. We may remark
selection from Peter Drucke [Drucker, 2010] and of Tom Butler-Bowdon [Butler-Bowedon,
2010]. The society need to valorise the experience and progress of the management in
dynamic branches linked to human health like food production. This is one of our aims in
this paper. The management developed also in close connection with economics. The
basic elements of development may be work, entrepreneurship and capital [Voiculescu,
2015]. Life style studies and their impact on health have been refined. They have
developed observations including in the counties [Talos, 2017].
The hierarchy of human needs based on food has already become an axiom for social,
economic and health research. Even motivations are classified according to the
fundamental objectives of man [Maslow, 2007].
The article aims to analyze whether the prospects for the development of healthy food
production in Romania are in correlation with its importance. If, from the point of view of
management and taxes, healthy food production cannot develop, society as a whole has
to lose.

1. Healthy food production – position and importance
The Needs covered by healthy food production respect the fundamental human right to
free choice according to their own preferences. More than the exigencies of classical
economic theory, healthy food production based on economic principles can make a
major direct contribution to macroeconomic indicators. In most of the established
economic and social theories, food is first in the hierarchy of human needs. From this
point of view, the quality of the most important need of human being may have a special
branch of activity. In accordance with economic law of distribution in free market
economy, we need healthy food, like every other god, a certain quantity, a certain quality
in a certain place. How liberal economy say, we want to enjoy the goods [Milton & Rose
Friedman, 1998].
The type of food (healthy or common) enters into the problems of the lifestyle of the
population. Life style also has a major impact on the general health of the population. In
this way, we come to the need to close the informational circuit generated by healthy
food through the observations of doctors at any health service.
A correct interpretation of the implications of the type of food leads us to the conclusion
that the information we need in this chapter of options comes not only from nutrition.
Systematic medical observations or medical statistics of all specialties should be
considered in the development of the modern food model.
The quality of food is a decisive factor for health, as social and economic literature,
together with health references, were showing. In regional analyses health of food is a
special point [Raboaca, 2006]. Food quality has a great importance in people's priorities
when it is enrolled in statistical surveys. For example, only 5% of the French believe that
food is safe [Dedieu, 2009]. New areas of health research have recently identified food as
an important cause of various diseases. Food allergies have become frequent. According
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to some opinions, in the US, for example, 15 million people are allergic to food. Also in the
US, food allergies generate high health care costs. Every 3 minutes there is an allergic
reaction and someone needs to reach the hospital [Earl M & Martin P. S., 2017]. New
studies show that bacteria, viruses, high cholesterol, high blood pressure can become
harmless to the doctor inside us, immunity [Faur V, 2016]. But for immunity we need,
among others, healthy food.
Foods consumed by the population must ensure good health. Major differences lead to
the emergence of chronic diseases. Statistically recorded epidemiological studies can help
determine the average nutritional consumption. [Banu & al., 2009]. Maybe the records
will show the necessity of a changing process. This process may lead to more healthy food
production.

2. Managerial issues for healthy food production
The development of any branch depends on both the utility of the results and the
economic environment or the quality of management.
When we talk about the economic environment of a branch, we take into account the
taxation, the possibilities of selling the results, the authorization costs, other aspects of
the legislation.
The evolution of healthy food production is an argument against the hypothesis of
reducing the investment possibilities of modern capitalism, as formulated in recent times.
Food production in Romania has the risks and disadvantages of any type of production.
The lack of predictability of tax legislation in Romania is one of the risks not found in other
countries.
Difficulties in organizing and operating small businesses affect the production and
distribution of healthy food.
Recent research in marketing has demonstrated the need to separate distribution
channels by qualitative classes and types. So, it is necessary that the distribution of
healthy food be made through other commercial channels than the general distribution of
food. But organizing sales channels only for healthy food requires the existence of small or
medium businesses.
The finality of an action is a material or moral satisfaction, depending on the purpose
intended by the consumer. A series of high dynamics branches are frequently studying the
correlation between customer satisfaction and organizational factors [Babaita, 2006]. In
the same time, organizational success is increasingly dependent on effective internal
partnership. Organizations become more complex and the customer demands for
improved services make excellence in communication and co-ordination a necessity [Bell,
2010].
To succeed in the modern economic environment, healthy food production must follow
the best practice in management. Finding and keeping top talent in the company is one of
the most important directions for the new stage of the commercial competition. The best
practice for top talent people means talent-intensive organizations with several
characteristics such success criteria, procedures for recruiting, finding and keeping talent,
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highly cohesive work teams, elites recognizing without elitism, freedom, autonomy, space
and flexibility, openness and trust, encouragement of risk-taking [Sadler, 2010].
For healthy food production are applicable the remarks of product differentiation theory.
The distinction between healthy food producers and other kind of food producers is
important in understanding the difference of goods and prices. The marketing of healthy
food producers must show that is a real difference, not an illusory one. In accordance with
the economic theory, because is a product difference, the products are not perfectly
substitutable for each other and competition between them is therefore imperfect
[Oxford, 1990]. This means that quantitative reports are not useful between healthy food
and other types of food.
Healthy food production must be correlated with regional specialization trends. Regional
autocorrelation recorded on a medium-term basis in the European Union [Tudor Andrei et
al., 2008] may be a factor to be taken into account when programming the development
of healthy food production in Romania. The region's specialization trends may be one of
the parameters in the decision to set up a healthy food business.
Among the solutions offered by the modern management for the improvement of
performances are: business acquisitions focus on the basic activity and outsourcing of
auxiliary activities, redesigning the value chain of the product [Feleaga N & Feleaga L,
2006]. Focus on the basic activity has as target high specialization, high quality and lower
cost. In the same time, the success of the company must be divided among clients,
employees and shareholders [Coates, 1995]. But for each of them the success of a food
production company means something else. For clients the success of food production
companies means innovation for a better impact on human healthy.
The supply management is part of modern management. The companies in the production
of healthy food have to valorise the requirements of this new field of action to ensure full
and complex economic unit with appropriate technical resources and quality materials,
the place and the time required with a minimum cost [Hurloiu, 2014].
A breakthrough in the management of food production businesses (or agriculture, of
course) is the introduction of biological assets in the accounting. Biological assets are in
the category of self-generating. Their control is in connection with property elements of
the business [Ilincuta, 2015]. Thus, the concept of biological asset primarily helps large
businesses.
More companies may valorise the endowment with natural resources, the traditions and
location advantages like geographical position, to develop the healthy food production in
Romania. We may assume that healthy food production may be a specialization for
Romanian in EU in the next time.
In the knowledge-based economy is possible to have special technology criterion for the
healthy food production. The needs of informed people can transform the healthy food
production in a growth intensity branch.
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3. Healthy food production
The consumers are more aware regarding a healthy nutrition, food quality, or food
components that can bring a benefit for general health, either general wellbeing or either
improving health for some particular diseases.
The areas of the interested production areas are: functional foods, bio foods, DOP foods
(“Protected Designation of Origin”) or PGI foods (”Protected Geographical Indication”).
Health is one of the most frequent choices regarding foods in European countries
[Lappalainen et al., 1998]. Functional foods can be natural (fruits rich in fiber and
antioxidants, oily fish with high levels of omega 3-fatty acids), added to minimally
processed foods (orange juice with soluble fiber, margarines containing plant stanols),
achieved through breeding techniques or through customizing animal’s diet (cows fed
with high selenium diet to produce organo-selenium enriched milk) [Thompson &
Moughan, 2008].
Lately, the government is promoting production of bio food products or DOP and PGI
through EU programs and founding.
Taking into consideration the vast diversity of food products as well as the abundance of
information available, the consumers shall be clearly informed regarding the origin of the
food products, their characteristics, the traditional manufacturing process and their
history, so they will be in the position to make the best decisions.
The certification of food products can be performed according to the national legislation,
European standards, national standards, company standards, professional standards.
The system for protection of Designation of origin and Geographical Indication of
Romanian food products, similar to the European frame, allows producers to request the
registration and protection at national and European level.
PDO -”protected designation of origin”: means the name of a region, a specific place or, in
exceptional cases a country. The food products shall be originating from that region,
specific place or country and the quality or characteristics of which are essentially or
exclusively due to a particular geographical environment with its inherent natural and
human factors and the production, processing and preparation of which take place in the
defined geographical area.
PGI –”protected geographical indication”: means the name of a region, specific place or
country used for the description of an agricultural product or foodstuff.
The product shall be: originating from that region, specific place or country, posses a
specific quality, reputation or other characteristics attributable to that geographical origin
and the production and/ or processing and/ or preparation of which takes place in the
defined geographical area, according Certind (2017).
Also a complete list of the products is presented on the site [Certind, 2017]. DOP is
represented only by Ibanesti cheese and PGI for other 8 brands. The list is minimalistic and
represents a gap for industry with a place for development.
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Based on previous studies [Burgarolas et al., 2006], looks like the consumers most likely to
purchase functional foods are women and those who place a high level of importance on
health and nutrition.

4. Fiscal issues for healthy food production in Romania
The flat income tax rate applied in Romania since 2005 helps companies that are
developing to generate flexibility and proportionality in wage costs. Companies in the field
of healthy food production in Romania can benefit from this advantage.
A negative impact of Romanian taxation on any production activity, including food, is the
frequent change of rules. Many productive branches have a tradition and dedicated
customers in the country or abroad. But healthy food production is one of the branches
that is now building its market and educating its consumers. For this reason, the lack of
fiscal predictability adds to the risks specific to a new market. The two elements of
instability are cumulative with the ongoing modernization of European rules on food
security.
In the Romanian Tax Code, the option of small businesses not to fall under the scope of
VAT is in fact an obligation, a rigid rule, not an advantage. The most affected are small
businesses that have healthy food distribution activity. These companies are not VATpaying. They increase their costs with the VAT value of invoices from suppliers and
providers. So, the buyer will get more expensive healthy food. In so far that healthy food
production is organized in small businesses and is based on input from small farmers, and
then it can benefit from the VAT advantages at the selling price. In this case both input
from farmers and own sales do not include VAT.
Large companies with a different business purpose are allowed to organize separate food
production. In these businesses, they have the opportunity to opt for the income tax of
micro-enterprises instead of the profit tax.

Conclusion
In modern Western societies, health is one of the central values and even an end in its
own right. Also government policies focus on health promotion and preventive measures
against illnesses. For many, health has become a life-long project of keeping well and fit,
including self-control and continuous work towards better health (Burrows et al., 1995;
Petersen and Lupton, 1996).
It is clearly that a number of opportunities exists for consumers and manufacturers within
the healthy food, but there are a number of issues that must be resolved if the industry is
to continue to grow. Some important challenges are regarding consumer awareness,
understanding and acceptance. Manufacturers not currently operating within the healthy
foods market identified price, lack of consumer awareness and lack of scientific evidence
as the key issues they were concerned about when contemplating entering this sector
[Thompson & Moughan, 2008].
The organization of healthy food production can benefit from the progress of
management science and practice.
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Organizing healthy food production in Romania has both tax advantages and
disadvantages.
Collaboration between scientists and health professionals, regulatory authorities,
manufacturers and retailers will be appropriate for developing this opportunity for food
industry..
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Abstract: Tourism sector in Turkey has shown great progress since 1980.
Contribution of foreign money acquired from tourism while the country was having
economic problems helped to decrease foreign debt and unemployment. The data
showing the number of tourists coming to the country, income earned from
tourists, amount of expenditure per tourist and the share of tourism from GDP,
investment and exports, indicate that tourism is one of the most leading sectors in
Turkish Economy from 1980's onward. It will be possible for Turkey to have a great
share from international tourism sector earnings if more competitive and
sustainable policies are implemented in the future; and this will increase social
welfare in the possible shortest period. The aim of this study is to determine the
general situation of tourism in Corum province of Turkey and to analyze its tourism
possibilities and facilities.
Keywords: Tourism, SWOT Analysis
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Introduction
Tourism is travel for pleasure; also the theory and practice of touring, the business of
attracting, accommodating, and entertaining tourists, and the business of operating tours
[Oxford English Dictionary, 2005]. Most definitions of the term tourist are based on the
concept of tourism. Usually, such definitions make reference to the need for the tourist
to spend at least one night in a destination to which he or she has travelled. Tourists can be
distinguished from excursionists in such definitions, as an excursionist is someone who visits
and leaves without staying a night in a destination [Prosser, 1998]
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Tourism may be international, or within the traveler's country. With the development of
industry and increasing of leisure time led to increase the tourism activities. Since the
second half of the 20 th century, tourism became one of the fastest-growing sector all
around the world and it is also begun to be used as a tool for regional and international
growth. It has a considerable importance in increasing the tax income and eliminating the
balance deficit problems. Today, the business volume of tourism equals or even surpasses
that of oil exports, food products or automobiles. Tourism has become one of the main
actors in international commerce, and represents at the same time one of the main income
sources for many developing countries [UNWTO, 2017]. Due to the growing importance of
tourism in the economy, countries and cities today are looking for ways to increase the
number of tourists and thus their share in world tourism. One of the ways to increase
tourism revenues is to revive tourist regions that underinvested and less promoted. Çorum is
one of the less promoted and underinvested touristic cities of Turkey, In this study the
strengths, weaknesses, threats and opportunities of tourism in Çorum are examined.

1. Tourism in Çorum
Çorum is situated within the Central Black Sea Region of Turkey. Due to its historical,
archaeological and cultural wealth it has naturally became an important destination for
tourism. Once the capital of the Hittite Civilization, one of the most important civilizations of
the world, Çorum has a special place in history. It is proud to be able to share this cultural
heritage today with people from many nations. Çorum, has been a settlement since
Paleolithic age and hosted the capital city Hattusas of Hittites, the first organized state in
history and has been a settlement area in Roman Empire, Seljuks, Ottoman and Turkish
Republic periods [TR Ministry of Culture and Tourism, 2008].
The Hittites contributed to the world peace many thousands of years ago. This heritage has
been left to the people of today and serves as a reminder that peace is the only solution. The
first written peace treaty passed down to us was the Kadesh Peace Treaty signed in 1269 BC
by Hattushili III, the Hittite King and Egyptian Pharaoh Ramses II. There is a larger copy of this
cuneiform tablet found at Hattusha Çorum, displayed at the United Nations Building in New
York, and this serves as a reminder for all people to live in peace [Günay, 2007].
1.1. Domestic and Foreign Tourist Activities
Majority of tourism activities belong to domestic tourists. In 2016, 172.554 domestic and
3.512 foreign tourists stopped over in Çorum. There are nine hotels which have tourism
business certification in Çorum (one 5-star hotel and one 4-star hotel, three 3-star hotels,
three 2-star and one 1-star hotel) by the figures of 2017. Most of them are located in the city
center of Çorum. However, there is one 3-star hotel in Sungurlu and two 2 star hotel in
Boğazkale. As a result of daily tours organized by tour operators, the number of
accommodation of foreign tourists remains at low levels. Actually, the underlying cause of
this situation is the lack of quality facilities around Boğazkale (Hattusha) where is known as
the most important settlement of Hittites. Another reason is the closeness of Cappadocia to
Çorum. Generally foreign tourists prefer to stop over in Cappadocia. This situation prevents
the tourism investments for Çorum. Foreign tourists prefer to visit Çorum at SeptemberOctober and domestic tourists at June–July. Another outstanding issue is that facilities
certified by municipalities are being preferred limited by foreign tourists. Because facilities
certified by municipalities have lower standards than tourism business certified facilities.
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Table 1: Capacities of accommodation facilities in Çorum and number of accommodations

Accommodation in facilities

NUMBER OF FACILITIES

YEAR

NUMBER OF
ACCOMMODATIONS

NUMBER OF BEDS

TOTAL

Tourism
Business
certified
facilities

Facilities
certified by
municipalities

Tourism
Business
certified
facilities

Facilities
certified by
municipalities

Total

Domestic

Foreign

2013

9

25

1.109

1.367

2.476

141.283

4.294

144.795

2014

7

29

810

1.777

2.480

177.688

3.638

182.243

2015

9

29

1.018

1.777

2.795

157.276

3.617

163.571

2016

9

29

1.018

1.777

2.795

172.554

3.512

175.725

Source : Çorum Provincial Directorate of Culture and Tourism

1.2.

Tourism Potential of Çorum

Boğazköy-Hattis, Alacahöyük and Ortaköy-Şapinuva are the major centers of tourism in
Çorum. Beside this, Çorum is also suitable for history tourism, village tourism, hunting
tourism, congress tourism, trekking and cycling tourism. The most important touristic places
are Boğazkale, Alacahöyük and Ortaköy; the historical structure, the historical places and
Çorum Museum in the city center, Hacıhamza, the plains in İncesu Canyon, Bayat, Kargı and
İskilip [Çorum Provincial Directorate of Culture and Tourism, 2017].
1.2.1. Natural Tourism Potential
The plateaus located in Kargı, Osmancık, Bayat and İskilip are natural attractions that boost
tourism in the region while Alacahöyük National Park and Çatak Natural Park attract visitors
who wish to enjoy all tones of green. Çatak Natural Park where is 22 km away to Çorum,
Kargı and Abdullah Flatland where is located in north of Kargı on a high mountain area,
Bayat, Kunduzlu and Kuşçaçimeni flatland within the borders of Bayat , Karaca flatland,
Incesu Canyon for trekking and rafting are known the naturel tourism potential of Çorum.
1.2.2. Cultural Tourism Potential
Hattusha

Hattusha having been the capital of the Hittite Empire between 17th and 13th centuries B.C.
was included in UNESCO’s World Heritage List in 1986. In the period of Hittite Empire (14th
century B.C.) the city was surrounded by walls reinforced with high towers at certain
intervals in the length of approximately six kilometers. Entry to the different quarters of the
city was from monumental gates. The Lion Gate with lion sculptures on its outer surface and
The King Gate having the most important ones among the gates having reached to our day in
a sound condition. The Ground Gate is one of the most interesting remains of Hattusha.
There is a sphinx gate in the middle on the top of this frustum pyramid shaped form and
under that takes place the 71 meter long and 3 meter high pottern that can be past through
even today [ T.R. Çorum Governorship, 2017].
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Alacahöyük

The oldest settlement of the Chalcolithic Age (6000-3000 B.C.) is at Alacahöyük; 45 km from
Çorum, 35 km from Boğazkale and 210 km from Ankara. Alacahöyük was very important
centre of cult and art in the Bronze and Hittite periods; Phrygian, Hellenistic, Roman and
Byzantine periods have also been identified. Here are found temples, monumental buildings,
private houses, streets, canals, city ramparts, one monumental gate with a sphinx relief,
orthostades, and another with potern dating to the Hittite Empire [T.R. Ministry of Culture
and Tourism, 2008 ].
Şapinuva

Şapinuva is located in the southeast, 53 km far from Çorum. It was one of the important
administrative centers of the Hittite Empire. The city, which was located on a strategic point
owing to its both political and geographical location, is an important military and religious
center. Şapinuva is located on a reasonably wide area covering the cities in its administrative
region. It is a well organized city with its queen palace, army command, city hall and two
temples built for the two Storm Gods [T.R. Çorum Governorship, 2017].
1.2.3. Other Cultural and Historical Values of Çorum
Old Çorum Museum in which antiques of Hittite Civilisation are exhibited, Boğazkale and
Alacahöyük museums, Huseyindede Old Hittite Cult Center,Kapilikaya Monumental Rock
Graveyard, Huseyin Gazi Tomb that was built at 13th century, Çorum Castle that was built by
Seljuqs at 11th century, İskilip Castle dating from Ottoman Period, Kandiber Castle of
Osmancık dating from Seljuq Empire, Hacihamza Castle that was built by 3. Ahmet at 1723
and located at the North of Incesu River, Redif Barracks located at Iskilip, Çorum Clock
Tower, Sungurlu Clock Tower, Turkish Baths dated back to 15th and 16th centuries,
Koyunbaba Bridge on the Kizilirmak (Halys) River that was built at 1489, Baltadji Mehmet
Pasha Fountian are the other cultural and historical values of the city.

2. Swot Analysis of The Çorum Tourism
For the SWOT analysis to be carried out, a questionnaire was applied to 35 people including
the authorities of public institutions and organizations directly related to the tourism sector
and the authorities of accommodation facilities, restaurants, and souvenir shops. As a result
of the surveys conducted, swot analysis of Çorum tourism was carried out as follows.
2.1. Strenghts
The main elements that make a region attractive for tourism are the historical texture and
natural structure. The most important advantage for Çorum tourism is its rich historical and
cultural assets. The fact that it is located in a central and easily accessible location by its
geographical location is also Çorum's advantage in tourism. Çorum's closeness to major cities
such as Ankara, Samsun and Kayseri is an important advantage in terms of local tourism.
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Table 2: Strenghts of Çorum Tourism
According to you, what are the strenghts of Çorum Tourism?

Number of answers

25

23

20
15
10

8
6

5

5
0

A. Rich historical, cultural and natural assets
B. Geographical location and proximity to main markets
C. The presence of a young-dynamic workforce that can be directed to tourism
D. Climate, natural resources and pristine environment

2.2. Weaknesses

number of answers

Table 3: Weaknesses of Çorum Tourism

20
18
16
14
12
10
8
6
4
2
0

According to you, what are the narrow straits in front of Çorum
tourism?
18
14

14

12
10

10

9

9

8

6

6

A. Not enough promotion and marketing
B. Infrastructure and service quality do not respond to needs
C. Tourism awareness is not sufficiently developed
D. Indifference of local governments
E. Inadequacy entertainment and shopping opportunities
F. Lack of communication and coordination among institutions
G. The capacity of facilities is low
H. Financing problems for tourism services and investments

The lack of publicity about Çorum is the most important problem of Çorum tourism. One of
the most important problems of tourism in Turkey is the lack of their recognition and
marketing. This situation also effects Çorum negatively. The fact that films and
documentaries about the Hittite civilization are not at a sufficient level is a major drawback
for Çorum tourism. Factors such as lack of infrastructure and quality of service, lack of
development of tourism consciousness and indifference of local governments are also
important weaknesses of Çorum tourism. Another weak trend is that Çorum, which is
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famous for its rice and roasted chickpea, is not in the desired place in terms of tourist brand
value or the tourism potential can not be made sufficiently marketable. The number of
people who know that the most importants remains of Hittite civilization is inside the
borders of Çorum is very few. The fact that the historical and cultural values that Çorum has
had can not be brought to the forefront in creating a different image of Çorum is an
important shortcoming [Güven & Kaygın 2013].
2.3. Opportunities
Table 4: Opportunities of Çorum Tourism

number of answers

What are the opportunities for Çorum tourism in your opinion?
30

24

20
13
8
10

8
6

3

0

A. Increased interest in Hittite Civilization and life span
B. Increasing interest in nature, history and culture tourism
C. Growing world tourism, Turkey's EU candidacy and interest in Turkey
D. Due to the fact that it is an industrial city, domestic and foreign business tourism
E. High potential for alternative tourism types
F. The existence of rich forest resources

The increasing interest in the Hittite civilization and life zone is the most important
opportunity for Çorum tourism. For this purpose, it is necessary to increase publications for
the Hittite Civilization, to make historic films about the Hittites, and to promote the studies
related to Hittite civilization in Çorum. The fact that the natural areas in Çorum are suitable
for highland and hunting tourism are also important opportunities for Çorum tourism.
Additionally, Çorum is an industrial and commercial city and this increases the importance of
Çorum in terms of congress tourism.
2.4. Threats
The most important factor threatening Çorum tourism is the increasing weakness of the
tourist attraction of the city. The surplus of bureaucratic obstacles, political and economic
instability, the weakness of zoning and building supervision and the pollution of recreation
areas are other important threats to Çorum tourism.
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Table 5: Threats of Çorum Tourism
According to you, what are the threats to tourism in Çorum?

number of answers

20
15

18
13

12
10

10

9

5
1
0
A. Weakness of the touristic image of the city
B. Bureaucratic obstacles
C. Political and economic instability
D. Weakness of construction and building inspection
E. Pollution of recreation areas
F. The province is on the second degree earthquake region

Conclusion
Changing and developing tourism activities have caused a shift from mass tourism to nature
and culture tourism. Along with this shift in tourism demand, the search for new regions
with alternative tourism resources has also accelerated. The search for new destinations,
which are predominant in nature and culture tourism, has placed Çorum in an advantageous
position compared to the coastal regions. In this study, SWOT Analysis of Çorum Tourism has
been tried to determine how to evaluate existing potentials more efficiently. Çorum has
some weaknesses and some threats against opportunities. There are also the difficulties to
be overcome for provincial tourism and the advantages to be reviewed.
As a result of these examinations, Çorum’s remarkable advantages for tourism are being
close to the main markets, rich historical, cultural and natural assets, unspoiled environment
and geographical position. The weaknesses of Çorum tourism are more significant than their
strengths. They are mainly based upon the lack of promotion and marketing. Besides, the
lack of tourism awareness in the region, the indifference of the local governments and the
inadequacy of infrastructure and service quality in connection with this, are the weaknesses
to be resolved as soon as possible. In addition, the absence of a touristic image of Çorum is
the biggest threat to Çorum.
Despite all these weaknesses of Çorum tourism, there are some opportunities. The largest
opportunity for the region is the potential for alternative tourism. In addition, the recent
increase in interest in nature, history and culture tourism is a great advantage for Çorum to
use this opportunity. As a result, the province of Çorum has a privileged place at the point of
alternative tourism, especially history, culture and nature tourism. However, since the
tourism in the region has not been fully established and coordination between the private
sector and the local governments has been lacking, Çorum tourism has not been adequately
shown and marketed. What is important here is to create a new tourism image by creating a
sensitivity on a local basis by using advantages and by minimizing the disadvantages.
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Abstract: The article shows that using of estimates, evaluations, extrapolations, interpolations,
trend setting etc. is a valuable supporting measure of overall / global decision-makers in the
field of consumer finance and needs. On the other hand, a "zero growth rate" is not acceptable
as a term with constant applicability over time. It is noteworthy that the recovery, reuse,
circular economic recycling takes part in the conceptual devolution of resource limits. The
problem of waste in such a vision, in conventional urban areas (treated in doctoral researches
conducted by I.I.Ciuca in 2014-2016) is no longer a "problem", but an input factor in the general
system evolutionary human society. The sources of knowledge and innovation found in the
circular economy are extensively described on the basis of the research of the abovementioned authors, and they conclude that these are found in the overlapping of the
knowledge areas and the "technological/economic circular progress", taking into account the
foundations for good creativity.
Key words: conventional urban areas, estimates, evaluations, extrapolations, interpolations,
circular economy, waste
JEL Classification: Q01, Q5

Introduction: Economic Growth and Trans-Generational Sustainability in the
Circular Economy
In the generic arsenal of resources, in relation to consumption needs, inconsistencies in
calculations are frequently encountered, as statistics in the field are "special", dynamic, in a
continuous addition/adjustment.
Consumption needs in the future are changing almost continuously in conventional urban
areas, and discovering and putting into the value of new or consecrated resources is not
constancy but stochastic variability, uncertainties marked by natural signals characteristic of
deposits, geological deposits, a.
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Technological and technical substances, and equally, as a matter of fact, dispersion of the
deposits of useful substances strengthens the dimensional/qualitative gaps and effects of
consumption and affects the transgenerational sustainability in the Circular Economy.
However, the use of estimates, evaluations, extrapolations, interpolations, trends etc. is a
valuable supporting measure of overall/global decision-makers in the field of consumer
finance and needs.
On the other hand, the "zero growth rate" is not acceptable as a term with constant
applicability over time. It is noteworthy that the recovery, reuse, circular economic recycling
takes part in the conceptual devolution of general resources limits.
The problem of waste in such a vision in conventional urban areas is no longer a "problem",
but an input factor in the general human evolutionary system.
Now, in the conventional urban areas, the boundaries of natural resource distribution must
be recognized, but the re-centralized/clustered economy, over-disciplined, through the
circular economy, resolves distribution and consumption.
To this conceptual formalization is added the operationally assumed strategic and tactical
incidence in the sustainability, respectively the sustainable, inter and trans-generational
development.

1. The discovery of knowledge and innovation, owning the circular economy,
in conventional urban areas
The creation of a framework for the manifestation of circular economy in conventional
urban areas starts from the "economic and circular scientific creation".(Figure 1)
In essence, the sources of knowledge and innovation from the circular economy are found in
conventional urban areas overlapping knowledge areas and "technological/economic
circular progress" [1], paying attention to the fundamentals for good creativity. (Figure 2)
As early as 1976 was finalized a research report entitled "Hannah Reekman" for the
European Commission of that time. The report has the objective statement called "The
Potential for Substitution of Manpower for Energy". The authors, Walter Stahel and
Genevieve Reday, conceived an economic loophole/circular economic flow, marking its
effect on economic competitiveness, resource saving and waste prevention, in close
connection with the creation of new jobs.
It was, in fact, one of the first credible signals about sustainability and promotion."Selling
services" instead of "selling goods" means establishing the "functional services economy",
underlining the tendency to have "lasting" goods through maintenance, refurbishment, and
so on. This conceptual sub-text is fully reflected in the "performance economy". That is why
the circular economy in conventional urban areas becomes "an architecture with inspiration
from living systems", functioning as "organisms", processing everything that can (quasitotality) into biological or technical cycles, aiming at re-conceptualization towards "loops
closed" and, respectively, "regenerative ".
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Figure 1: Sources for Scientific Creation in the Circular Economy in Conventional Urban Areas [1]

As such, one might appreciate/assert that in conventional urban areas with circular economy
"waste does not exist".

Figure 2-Theoretical foundations for "good creativity" followed by methods for creativity in the circular
economy in conventional urban areas
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It is accepted that, in fact, the technical and biological components of a product can be
designed to fit into a complete material cycle, through disassembly, melting, repainting, reinsertion into new products and shapes, and so on.
Such an approach is feasible in conventional urban areas when using data bases and
knowledge of the environment [1] to establish a common, composite, univectorial direction
oriented towards the development of the firm in the circular economy. (Figure 3)
In the global competitive environment, versatility, adaptation and modularization are met
together.
Multiple links and quasi-derivative balances are increasingly resilient to the societal and
environmental challenges under the "implied/extrinsic efficiency" requirements. The
disappearance of waste in conventional urban areas is/can be a consequence of people's
ability to understand how the parties interact and, more importantly, how it
influences/conditions in a whole.

Tactical operations in the company

Figure 3 -The use of data bases and knowledge of the ambient environment in conventional urban areas to
determine the meaning of the company's development in the circular economy
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The knowledge used to "strengthen knowledge capacity" in conventional urban areas is
essentially [1]:
a) economic and managerial, respectively
b) science about the technological capacity in the circular economy. (Figure 4)
In a first assessment, the biological components of waste in conventional urban areas are
not toxic, so they can be decomposed even naturally. It is the early conceptual signal of the
opening of circular economic loops sub-loops, marking the dismantling of waste in
conventional urban areas.

Conclusions
The disappearance of waste in conventional urban areas is/can be a consequence of people's
ability to understand how the parties interact and, more importantly, how it
influences/conditions in a whole.

Figure 4- Completing roles of economists and engineers in an enterprise
of the circular economy in conventional urban areas

The circular economy in conventional urban areas becomes "an architecture with inspiration
from living systems", functioning as "organisms", processing everything that can (quasi69

totality) into biological or technical cycles, aiming to re-conceptualize to "closed loops"
respectively "regenerative". As such, it might be appreciated/stated that conventional urban
areas "waste does not exist".
It is accepted that, in fact, the technical and biological components of a product can be
designed to fit into a complete material cycle, through disassembly, melting, repainting, reinsertion into new products and shapes, and so on.
The sources of discovery of knowledge and innovation, which are inherent in the circular
economy, are found in conventional urban areas on the overlapping of knowledge areas and
"technological/economic circular progress", taking into consideration the foundations for
good creativity.
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Abstract: Since its inception, the 21st Century has been announced to be one of the great
global spaces, interference and interconnection. These spaces make a huge mix of races,
ethnicities, cultures, blend that brings with it eclecticism, hybridization and transmutation.
The interest of the world states for these spaces, among which we nominate the entire African
continent, has been and remains determined by the configuration of global geopolitics at
various milestones on the scale of the time travelled and the strategic value of the energy and
mineral resources in the sub-continent of this continent. This value, in an exhaustive approach,
obviously has to be related to a much greater diversity of types of resources than those of our
subject, mentioned in the title.
In a 1990 document on the National Security Strategy drafted by the Presidential
Administration under the mandate of President Bush senior, it was noted that for the greater
part of the century, the United States considered it vital for the interests of foreign and national
security policy to prevent any power or group of powers to dominate "Eurasia landmass."
This statement represents an adaptation of American foreign policy in the early 1990s to
Halford Mackinder's geopolitical paradigm "Heartland Theory," 1) elaborated almost 100 years
ago. I recall that, according to him, the power that controls the great pivot - Central Asia, in the
end, in international politics, it will appear as the most powerful state in the world.
Keywords: Sub-Saharan Africa, sub-Saharan pivotal area, globalization, silk road, Eurasia, SubSaharan geopolitical pivot, negricity and pan-Africanism, Sub-Saharan Islam, terrorism
JEL Classification: F5, G18

1. Instead of introduction, a brief insight into the history of geopolitical
theories
The main orientations in the geopolitics field affirmed and consecrated in time, as "founding
parents" in the domain, personalities belonging to the elite of the English, German, French,
Anglo-American school and even the Romanian school. Without interpreting that I would
bring any harm to their personality, but for reasons of space, I will briefly refer only to a few
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assertions of those who facilitate my detailed approach to the subject matter of this
material.
I would like to point out that, as far as English school is concerned, it is unanimously
appreciated that the work of the geographer and British political scientist Sir Halford John
Mackinder (1861-1947) 1) is a strategic interpretation of the geography of the world. In
1904, according to his theory of global domination, he considered that a pivotal area is
defined by four essential criteria, namely:
(1) the huge dimensions of the territory;
(2) the central position at the junction of the trade routes;
(3) the possibility of attacking and being attacked from all directions;
(4) the huge wealth of resources.
These attributes of the pivotal area give the state or unions of states disposed on the same
vast territory the ability to strengthen their power and then to control the world. Therefore,
these geographic qualities transform the pivotal area into a top geopolitical stake in the
global power equation.
Also noteworthy is that in 1904, Mackinder first exhibited the ideas of geopolitics in the
communication titled "The Geographic Pivot of History," presented to the Royal Society for
Geography. Based on the above criteria, the British geographer has reintroduced the
concept of geopolitics into international politics through the Heartland Theory. The central
idea of his lecture was that universal history and world politics were heavily influenced by
the vast space within Eurasia, and the domination of this space is the foundation of any
attempt to dominate the world. He argued that in the industrial age, the natural resources of
Central Asia - the "big pivot" - are so vast that they will serve as a geostrategic tool for the
state controlling it to become the "empire of the world." These ideas were developed in the
study "Democratic Ideas and Reality: A Study on Reconstruction Policies." He added the
Heartland concept, saying it could be applied to other areas, depending on geostrategic
interests, anticipating the emergence of the Western, Euro-Atlantic bloc. The Atlantic was
described as the "Midland Ocean" with four subsidiary maritime areas: the Caribbean, the
Arctic, the Baltic and the Mediterranean, outside of which the "Great Ocean" consists of the
South Atlantic, the Pacific Ocean and the Indian Ocean, and France becoming "At the end of
his article and his work, Mackinder made a plea for" from balanced allocation of resources
between global spaces for prosperity and economic specialization ", the only way to a lasting
peace, Africa being seen from the geostrategic point of view as a giant.
As far as the Sub-Saharan Zone is concerned, from the same distant historical perspective, it
is recalled that Mackinder, describing it, called it "The Southern Heartland," a syntagma
issued in 1904.
Undoubtedly, Mackinder is unanimously considered as the author of the most sustainable
and influential geopolitical theory. It is known that initially his scientific approaches have
been strongly motivated by the fate of Great Britain. He later had the capacity to understand
that he had to gradually adapt to the geopolitical changes he had made in the past, such as
the analysis and evolution during the Second World War, as well as the consequences of the
Bolshevik Revolution.
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Thus, Mackinder's great merit lies in the fact that, wishing to demonstrate the validity of his
ideas, he had the guts to adapt them to all the geopolitical changes as each major event
produced during his life, until 1947, the year of his death.
Throughout his work, it appears that Mackinder's observations are not limited to the
configuration of borders or power spheres, but cover a broader spectrum, starting with
political realities, then including the nature of dominant resources at a given moment, as
well as security paradigms active at the international system level.
In the same historical context, we must also recognize that the analyzes and conclusions
formulated by the "founding fathers" of the 20th century geopolitics, apart from
Mackinder's, can be listed as those of Karl Haushofer (2) and Nicholas John Spykman (3) view
of the African space that interferes with the Sub-Saharan Area. Without stoking or omitting
the ideas of the Austrian count, Richard Nickolaus von Coudenhove-Kalergi (4) has studies
about the future of Europe where colonial powers came from.
American by adoption, John Spykman published two important works during World War II:
"America's Strategy in World Politics" (1942) and "Geography of the Peace". The starting
point of the analysis is the "purely geographic" assessment of the overall contours of
Eurasia, but the same geo graphical reality is read differently, Mackinder insists on the
central area of Eurasia, surrounded and sheltered by the mountains and the frozen ocean ,
Spykman accepts in part the analysis, saying that "we can continue to call the central plain of
the Heartland continent, but focus our attention on what is beyond the mountains, between
the mountains and the sea, so the American author emphasizes the importance of the land
that surrounds the "supercontinent", placed between the mountains and the sea. To set the
new assessment, he uses new concepts. What at Mackinder was "inner crescent" (the inner
ring) at Spykman becomes "rimland" (the shore). And what the English author was "outer
crescent" (the outer ring), the American one becomes "off-shore" maritime names), names
considered to define geographic reality more clearly. In addition, Spykman also speaks of a
"peripheral maritime motorway" made up of the "Mediterranean seas" of the various
coastal regions of the continent, linking everything to a "maritime belt".
From the succinct comparative analysis of the two scientists' conclusions, we retain three
conditions established by Meckinder to dominate the pivotal area and then to the whole
world, launching in syntax a slogan that definitively devoted itself to the field: "Whoever
masters Eastern Europe masters the heart of the world; Whoever masters the heart of the
world masters the World Island; Who Owns the World of the World rules the world ".
In fact, all the assertions and conclusions of these "founding fathers" of geopolitics
mentioned here or not remain valid and can be updated at the level of the concepts and
scientific instruments that emerged after the Second World War, being almost entirely
available even up to today.

2. The Sir H.J. Mackinder model in the geopolitics of the 21st century
It seems an impetus to the bottom of empirical knowledge in a modern society to recall the
appreciation that geographically Sub-Saharan Africa is the area of the African continent that
is south of the Sahara. However, I take this risk and allow me to recall, however, that such a
positioning has some particularities less conveyed in the public space of our country and not
only. For example, according to the UN, this Sub-Saharan Area is made up of all African
countries that are wholly or partly south of the Sahara. [2]
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It contrasts with North Africa, whose territories are part of the League of Arab States,
countries belonging to the Arab world. But Somalia, Djibouti, Comoros and Mauritania
geographically are in sub-Saharan Africa, but they are Arab states and are therefore part of
the Arab world. Then, it is good to recall from a politico-administrative and historical point of
view that the 51 states that make up Sunshine Africa are divided into four regions:
(1) East Africa - divided into two areas of the Horn of Africa and East Africa;
(2) West Africa;
(3) Central Africa;
(4) South Africa.
Sahel is the geographical area that delineates the Sahara desert of tropical savannah. This
division respects the regional particularities of historical, linguistic, administrative, being
officially recognized by the UN. Personally, this is a useful division because today it facilitates
analytical approaches to space from different perspectives, such as: the unitary and distinct
assessment of the Zone in relation to the northern part of Africa, the impact of their
complementarities on the global power equation in interference with Euro-atlantic security
(a problem that is less approached by analysts and politicians) and, in relation to the
development stage of the countries that make up it, streamlines the implementation of
international humanitarian support programs and progress.
As a result, bringing Mackinder's model to the present day of life is generally welcomed and
necessary, especially by the political decision-makers of the world's major powers to identify
the whole spectrum of vulnerabilities and threats globally. And with regard to the pivotal
character of Sub-Saharan Africa, it is also necessary to understand their implications for
Euro-Atlantic security, as well as the formulation of a realistic, coherent, explicit and
pragmatic foreign and security policy.
Thus, for the Sub-Saharan Pivot Zone, with many novelty elements, which until this date in
the literature of our country have not been noticed, at the beginning of this year 2017
appeared "The Shadow Player; the pivotal character of Sub-Saharan Africa and its
implications for Euro-Atlantic security "(5), signed by Alba-Iulia Catrinel Popescu.
The author tries and, in my opinion, manages with great courage and success to answer a
series of unresolved questions that he has formulated. In order to understand the necessity
of my statements made at the beginning of this subchapter, as well as the complexity of the
problem in question, I still present a series of exciting questions, which are unknown in a
system of power equations as they were formulated by the author, as follows: What is the
place of Sub-Saharan Africa in the current global security equation? Is this space a unitary
and distinct geopolitical area? How significant is the geostrategic value of Sub-Saharan Africa
and what is its impact on Euro-Atlantic security? Is Sub-Saharan Africa the Southern pivotal
area, "The Southern Heartland," as described by Halford J. Mackinder, or is it just a space of
marginality, of no strategic importance, a ruined space under the burden of anachronism
and inadaptability? Is Sub-Saharan Africa the victim of its own wealth and its Eurasian
neighbourhood, which has transformed it into a large belt of ruins "The Big Shatterbelt",
such as the belief of Saul Bernard Cohen? (6) Is Sub-Saharan Africa the "shadow player"
world order? It is easy to see that most of the answers are suggested in a skilful way of
formulating questions based on perceptions formed in direct contact with the realities
experienced by the author in the midst of the events, following a long activity in the area.
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The answers as a whole allow to identify the so-called "great belt of ruins" (7), the
vulnerabilities of the African continent, and to assess the geopolitical crises existing in the
Sub-Saharan Pivot Zone.
In a far-reaching scientific and investigative approach to the phenomena of human, political,
economic, social, demographic, religious, linguistic and other developments related to local
traditions, the author, analyzing the crises in which the Sub-Saharan geostrategic pivot,
considers that their implications also affect Euro-Atlantic security. In this regard, it identifies
the specificity of some important issues drawn from the configuration, causes and character
of the conflicts in this area (eg the Republic of Angola), weak states and failed states,
economic crises, food resources, drinking water and agro-industrial utility (RF Nigeria),
demographic, humanitarian, social (South Africa), as well as the proliferation of illegal crossborder migration, terrorism and maritime piracy. In his opinion, the forms and magnitude of
these crises are to a great extent neglected, some being even decisive about European
security, as was the migrants' crisis to the centre of Europe, or international terrorism, and
information unknown to the general public, presented in another recent paper entitled
"What Hides behind Boko Haram?" (8) From reading this book, we find out how Nigeria,
once a stable country, confessional groups take advantage of poverty , ethnic and religious
conflicts, lack of education, despotism, corruption, injustice to channel the frustrations and
hatred of people on the lines of global crime and violence. To manifest themselves, they only
need a radical minority or a small nucleus can radicalize it.
Today's context in Europe is dominated by many extremely favourable situations for the
success of terrorist attacks. In particular, in 2015, "the EU has already entered the era of
insecurity", both because of its own serious weaknesses, the collateral and direct effects
produced by domestic factors in countries with terrorist potential, as well as the external
interventionist factors of a political and military nature on Arab and African countries. The
summation of all these factors triggered the immense and unprecedented wave of
population migration from these countries to the centre of the old continent.
In fact, with regard to European security as a whole, in my opinion, not only migration is the
factor that influences it. This was the drop of water that filled the glass. I recall that,
although there have been many attempts by leading political leaders and senior EU officials
to minimize the destabilizing role of Euroscepticism, it has become a reality materialized in
Brexit, a first stage of the consequences resulting from a maladministration and unrealistic
(see the 13 September speech by Jean Claude Juncker, President of the EC). However, it is
unofficially acknowledged that the Union is in a state of serious security instability and to
which the reactions of national political decision-makers are different, ambiguous, even
contradictory and obvious opposition. In this regard, I mention the overly conciliatory
position of the EU managerial staff towards Russia's imperial aggressive foreign policy and,
on the other hand, with the same effect, the deviant attitudes of Hungary, Poland, the Czech
Republic and the ever-changing candidate - Turkey .
In the context of the realities of international geopolitics and current opinions in the public
space, it is clear that based on another Mackinder principle, it follows that the present and
the future of international relations can be discerned and evaluated taking into account
geographical realities, the strategic ore resources of the Sub-Saharan Pivot Zone.
Thus, it is worth noting that entirely different theory regarding the possibilities of
domination of the Eurasian continent, including in Heartland the Asian mountain areas
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hardly accessible to maritime powers, as well as the river basin that flows into the Baltic Sea
and the Black Sea. In this new configuration, which obviously included Germany and Russia,
Mackinder stressed that a unification of these two poles of power would attract a lethal
danger to Great Britain, which was reiterated much later in 1994, by reputed American
visionary politician Henry Kissinger, which he extended to "the danger that he would
represent throughout Europe" (9) and, in my opinion, even on the scale of international
security. Unfortunately, the realities of today's European geopolitics begin to confirm the
validity of this prediction, which is based on the political situation of Europe that existed
around the outbreak of the Second World War.

3. Dualism "wealth - poverty" or "curse for Sub-Saharan Africa"
Africa's natural resources are among the most diversified and spread in almost all of its
countries, from energy, to natural mineral resources of strategic importance and ending with
other types of resources such as water, wood, cultivated land. In such a huge territory where
there are a large number of states, even if, for example, Sub-Saharan Africa is pivotal,
unitary and distinct, a top ranking of all these categories of resources is not relevant.
According to the subject in question, we will refer to some aspects that are considered to be
significant in terms of energy resources: such as oil and gas, which mainly have Maghreb and
Nigeria.
From a commercial point of view, African oil fields are more cost-effective, with some
advantages in terms of cost and composition, such as: offshore location, in territorial waters,
shelter from potential conflicts or other acts of violence; easy and inexpensive transport that
does not require the use of pipelines; low sulphur content which involves low refining costs.
In the ranking of African-rich oil states, Nigeria occupies the second place after Libya, with
deposits of 36.2 billion barrels of oil. The management of this resource belongs to the stateowned oil company "Nigerian National Petroleum Corporation", which operates in
cooperation with major transnational operators such as ExxonMobil, Chevron, Conoco
Phillips, Total Finna Elf, Agip and Addax Petroleum. The crude oil is exported to the United
States in raw, unprocessed form. For this reason, the Nigerian petrochemical industry is
almost non-existent; the transport infrastructure is also insufficient, under the pressure of
internal secessionism. In addition, the transport of crude oil through various forms is
permanently exposed to terrorist attacks of an ethnic nature.
In addition to deposits already in operation, the existence of new hydrocarbon deposits in
the Chad Lake area, previously estimated by the United States Geological Surveillance
Agency, was officially confirmed in 2013. , with a volume of 2.32 billion barrels of oil, 14.65
trillion cubic meters of natural gas and 391 million barrels of liquid natural gas. These
resources are spread over a large area of land in northern Cameroon, north-eastern Nigeria,
southern Niger, southern Algeria, and western Chad.
Chad is an oil exporting country. Currently, it operates a 1070 km long oil pipeline run by
Exxon Mobile, Petronas and Chevron, in cooperation with the governments of Ndjamena
and Yaoundé, which link Cameroon to Chad. This oil is transported to Cameroon and stored
in a reservoir located in Kribi port, where it leaves with oil tanks at refineries in the French
port of Le Havre.
It is noteworthy that, in the field of extraction of energy and mineral resources, the "Law of
capture" (12) which confers ownership rights to a deposit to the first legal or natural entity
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performing successful drilling operations. Under this law, companies operating in
cooperation with states bordering Lake Chad (other than Nigeria) have become owners of
Nigerian hydrocarbon deposits as a result of remote border access to border resources. And,
trading companies, otherwise interested in investing in northern Nigeria, are now operating
in neighbouring nations.
Mineral reserves across Africa occupy the first and second places in bauxite, cobalt,
diamonds, phosphate rocks, platinum group (PGM), vermiculite and zirconium. (13) There
are other minerals present but in smaller quantities. The share of 2012 world production in
African soil was bauxite, 7%; 5% aluminium; chromium 38%; cobalt 60%; copper 9%; gold
20%; iron ore 2%; 1% steel; lead 2%; manganese 38%; zinc 1%; cement 4%; natural diamond
56%; Graphite 2%; 21% rock phosphate; coal 4%; mineral fuels (including coal) and 12% oil;
uranium 18%. (14) With regard to Sub-Saharan Africa, the abundance of natural resources
has been at the heart of many debates, especially as regards the level of development in the
region as compared to other parts of the world. This Zone of Sub-Saharan Africa possesses a
large volume and diversity of natural resources, with an important share of the entire
African continent. Statistics say the variety of natural resources found in this area is
estimated to be much larger than any of the other continents.
Despite the abundance, economic development has been marginal to other resource rich
countries around the world. This brief description of the natural resource situation, adding
here and the other types mentioned above, highlights the so-called "curse for sub-Saharan
Africa" (15)
The term used here refers to the phenomenon where countries with abundant natural
resources grow more slowly than those without such abundance. He suggests the imperative
necessity of taking measures to return to normal and avoiding the attribution of this
unfavourable appreciation. Theory belongs to Jeffrey Sachs (16) and Andrew Warner (17)
who in 2001 published the results of empirical research on the growth rate of resource-rich
economies, nominating states with a high volume of natural resource exports to GDP in
1971, but who had abnormal growth rates between 1971 and 1989.
For example, with unmatched mining wealth and considerable agricultural potential, South
Africa is a world leader in mining. This is the largest producer of gold and platinum. It
produces 10% of the gold and holds 40% of the world's known resources. It is famous for the
richness of mineral resources, which is a major part of the world's resources and production.
The diamond industry in South Africa also ranks fourth in the world. This country owns 80%
of global manganese resources, 72% of chromium, 88% of platinum metals, 27% of
vanadium, and 7% of uranium. But the fact that it has such a great wealth of raw materials,
some of which are of strategic importance and has an unmatched level of development in
the whole African continent, yet some 38 million inhabitants live in conditions of
underdevelopment. They do not benefit from electricity or drinking water and have no
access to education and health. As a result, unfortunately, South Africa is characterized by its
dualism: wealth-poverty.(18)
As a common economic feature in sub-Saharan Africa at the level of 2014, it is noted that
the average per capita GDP was $ 1699, and the average per capita GDP per capita was $
3,423. Data provided by the World Bank reveals the low uniformity of P.I.B. in Sub-Saharan
states in 2012-2014, with values on the left side of the global reporting range - $ 31.82
million to $ 17.42 trillion. (19)
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In 2016, real GDP growth in Sub-Saharan Africa is appreciated as the weakest in relation to
the global financial crisis of 2008-2009, due to weak performance in the economies of South
Africa and Nigeria. As a rule, these two countries together represented about half of SubSaharan Africa's GDP (20).
Although oil and mining economies have been affected by the slowdown in the growth rate
of the extracted mass, most of the francophone oil-importing economies such as Côte
d'Ivoire and Senegal have managed to achieve strong growth rates of over 6%. The
slowdown in Africa was not uniform.
Exploitation of natural resources for commercial purposes has serious socio-economic
implications for communities directly affected by the exploitation process and for the nation
as a whole. In the opinion of most analysts in the field, the negative impact would include:
loss or erosion of indigenous and cultural identity of local communities; the violation of the
rights to land belonging to communities that are given too little or no compensation;
conflicts related to ethnic rivalry and land ownership; forced labour, child labour; unfair
salaries and even lack thereof; freedom of association, among many other violations of the
right to work; environmental degradation and pollution of drinking water, land and
depletion of resources; corruption between investors and governments, camouflaged by a
lack of transparency with closed door mining agreements and concessions; violent clashes
between communities, regions, and countries due to the incorrect distribution of earnings
and the impact of resource extraction and use, as well as other indirect factors such as influx
of undocumented migrants.
Unfortunately, we find that even in the European states that have unleashed communism, in
their legitimate option of moving to a market economy, in a vast process of reforms that are
absolutely necessary but pushed by a process of forced globalization, they begin to some of
these consequences appear, presented above.

4. Europe Strategies and the Battle for the New Africa
The Sub-Saharan Zone, although considered to be a unitary and distinct geopolitical area, yet
considered anthropologically, sociologically, ethnically, linguistically and religiously, and due
to tribalism and clans that still dominate community life, it was little permeable to the
influences of globalization. In addition, the shortcomings stemming from the arbitrary
tracing of inter-state borders after the collapse of colonialism are still evident today.
As a result, in my opinion, such "apparent abandonment," in different historical moments, in
relation to the interest in this area, can be considered as "strategic errors". However, the
area of the Subsaharian Zone preserves its geopolitical character. And the cumulative effects
of these errors in the African continental space in an international global context determines
that today's interdisciplinary and multidisciplinary analysis of the Zone becomes very topical
and relevant to a world at a time when unipolarism is challenged and gradually yields to
trends, more and more pronounced, of asserting new centres of world power.
Therefore, the analytical model with which to best perform in this paper refers to the
"Heartland theory" and evaluates the extent to which it has influenced politics during the
bipolar world and is also influenced by modern politics.
For example, during the 1970s, the oil shock induced by the Arab countries embargo during
the Yom Kippur War of October 1973 highlighted the West's dependence on Arab oil as well
as the power advantages conferred by the monopoly production and supply of crude oil. And
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after the end of the Cold War, oil crises and economic downturns, the 2008 barrel oil price
peak reached $ 147.5 at the beginning of this year and collapsed to $ 40 by the end of the
year. (21) As demand was secured by technological dependence on hydrocarbon processing,
control of sources and energy supply became a general national security objective.
At the same time, referring to the same strategic impact of hydrocarbon resources, we could
detail it, for example, in a relevant case study on the Republic of Sudan.
Since the established methodology of such a study is much more complex and does not
require an exhaustive approach to the situation in Sudan, I will only draw attention to those
aspects which, in my opinion, will be sufficiently conclusive for our subject.
So, finding a state with a very large territorial expansion, Sudan was one of the richest
African states in strategic deposits, natural gas and oil. From the demographic point of view,
it was marked by ethnic, racial and confessional heterogeneity, concentrated on groups with
a compact Negro, Christian and animist population. (22) But the historical, political and
administrative dominance of Arab-Muslim ethnicities generated disparities in the
distribution of inter- regional. Thus, the inherent internal tensions have intensified,
stimulated by the area's gross potential and subsurface wealth. These tensions have
degenerated into civil wars and regional conflicts, some of them continuing to the present
(in the Darfur and Abyei regions).
The neo-colonialist process of attracting African territories into their own sphere of
influence, marking "a new race for Africa", began in the 1990s, with the disintegration of
U.R.S.S. and with a clear lack of US interest for the former European states unleashed by
communism. The American control void and the weakness of the former colonial powers
allowed China, India, Japan, Israel, Australia and later Iran, Saudi Arabia and South Korea to
gradually penetrate the region. The motives of this attraction for the black continent clearly
account for the tremendous wealth of the subsoil and the African soil.
From an American perspective, the global geostrategic stake is to preserve the status quo,
which implies blocking Chinese influence on the African continent, while limiting Russia's
actions. To this end, control of African shores becomes a strategic objective. In East Africa,
military bases are fundamental to the geostrategic control of Africa, the Middle East, South
Asia and the Indian Ocean, and the logistics support of operations in the Middle East.
U.S.A.
The US interest in Sub-Saharan Africa has seen a downward trend since 1979, the year of the
Islamic Revolution in Iran and the Soviet invasion of Afghanistan, events with major
geostrategic impact that could not help sensing Washington by turning their attention to the
area of these countries. Over time, the lack of US interest in Southeast Africa has facilitated
China's entry into the area.
It was only during Clinton's administration in 2000 that the Law of Opportunity and Progress
in Africa (GAO) was founded, (23) a trade agreement meant to restore the position of
Americans as an important player in the area. The military presence was subsequently
established by the establishment of the USAFRICOM Command. Then, in June 2012, the
Obama administration released the US Strategy Paper on Sub-Saharan Africa (24).
From the perspective of the electoral debates of Donald Trump's presidential candidate,
who is given the greatest chance of winning it, the implications for Sub-Saharan Africa
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seemed insignificant. In the short term, the impact was relatively modest, including volatility
in monetary and financial markets. In the medium term, the consequences of Donald
Trump's isolationist tendencies seemed to be more felt by reductions in aid flows and a
lesser focus on supporting democracy and human rights. Support for anti-terrorism
initiatives appeared to be maintained, given the threat that terrorism posed to US security
and national interests, but in general it was also possible to cool external relations as a
whole.
In April 2017, at the 100th anniversary of setting up the White House, many media
institutions analyzed the start of the presidency and its significance for the American people
and for US foreign policy. Prior to the inauguration of the mandate, the Trump
administration's views on Africa were relatively unknown, and its movements of 20 January
2017 did not leave much light on its attitude to this continent. However, he did not totally
ignore Africa.
Thus, in the first 100 days, with regard to US foreign policy, President Trump has been in
contact with several African presidents. Taking into account Donald Trump's less amiable
relationship with the US media, there are no special issues from public information. As a
result, according to the diplomatic protocol on the first talks at this level, the press informed
in general terms that the future of relations between these countries and the United States
was discussed and that the readiness to cooperate in the security of the area was reiterated.
Such talks were with President Muhammad Buhari of Nigeria, in addition, expressing his
readiness to sell US aircraft to Nigeria to support the fight against the Boko Haram terrorist
movement. The same note was made with President Jacob Zuma of South Africa and
President Uhuru Kenyatta in Kenya, stating that talks was also under way to extend cooperation and trade. It is noteworthy, but with no particular significance, that President
Trump specifically congratulated Kenyan counterpart on his country's efforts in combating
al-Shabab and his contribution to the African Union mission in Somalia.
China
Beijing is conducting extensive trade, assistance and investment in frequent travel to
resource-rich countries, and has a consistent and almost unparalleled ability to provide low
cost and cheap workforce for infrastructure projects. China has become the largest
consumer and energy producer in the world. Although it relies on coal for much of its energy
needs, oil consumption is the second largest in the world.
With the largest Asian oil exporter, China became a net importer in 1993 and exceeded the
United States as the world's largest oil importer in recent years. In 2014, the International
Energy Agency estimated that China will become the largest oil consumer in the world by the
early 1930s.
The second largest source of Chinese imports after the Middle East is Africa, which receives
1.4 million barrels a day, or 22%. Angola was China's third-largest oil supplier in 2016. Other
African oil suppliers include the Republic of Congo and South Sudan. Although China's
growth has fallen to 6.7% in 2016 and is expected to continue to moderate, the country will
remain a significant area of global energy demand growth.
Inevitably China's geopolitical competition with the US was determined by the South Sudan
secession process, expressed in a proxy war 25) which opposed militias of non-Arab and
non-Muslim rebels. Sudan's President Omar Ahmad al-Bashir, with a longevity in power in
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1989, marches in the field, Marshal, a follower of the Egyptian president's doctrine, Colonel
Gamal Abdel Nasser (1918-1970) refused international oil exploration auctions in favor of
Sudanese companies in cooperation with non-US partners, preferably Chinese. Thus, over
time, China has penetrated strongly in the exploitation of the oilfields in Sudan and through
"Oil Arms Program", about 80% of this country's oil production has reached China. In this
way, we see that the strengthened and interdependent economic ties have transformed the
Sino-Sudanese economic relationship into an important political lever for the Bashir regime.
This explains why Beijing has vetoed the O.NUU Security Council. on the issue of sanctions
against the Bashir regime as a result of the Darfur massacres or the sharing of royalties
resulting from the exploitation of crude oil after independence by the Republic of South
Sudan. (26)
China has proposed three maritime economic passages connecting Asia with Africa, Oceania,
Europe and beyond, in an attempt to promote maritime cooperation under the Belt and
Road 27 initiative. The initiative, proposed by President Xi Jinping in 2013, refers to the
economic belt of the silk route that will link China to Europe through Central and Western
Asia and the 21st century sea Silk Road stretching from southern China to South Asia and
Africa. The Chinese government has urged the nations participating in the 21st century silk
road to work together to maintain marine ecology, enhance maritime connectivity, promote
maritime economics, protect sea security, deepen oceanography research, and enhance
collaboration.
At the same time, by the end of 2015, China made its decision to establish its first overseas
military base in the state of strategic importance, Djibouti, one of Washington's most
important listening posts for the Arab world and Africa. Placed at the junction between Aden
Bay and the Red Sea, Djibouti hosts Camp Lemmonier, the Pentagon's main intelligence
gathering point for the Arab world and maritime routes of strategic importance. The US base
houses 4,500 soldiers and has become one of Washington's main listening posts since the
attacks of September 11, 2001. In August 2017, China has inaugurated its first military base
abroad. Being located on the territory of the African state of Djibouti, Beijing presents it as a
logistical facility used to replenish vessels that take part in humanitarian and peacekeeping
missions off the coasts of Yemen and Somalia.
As can be seen from the above-mentioned reports, currently the major geostrategic players
trained in the "new race for Africa" are only the U.S. and China. However, they are settled by
a number of important players such as the Russian Federation and former colonial powers
France and the United Kingdom, Japan and, to a lesser extent, India.
The Russian Federation
On the same occasion and in the same political diplomatic framework at the UN, the Russian
Federation joined the veto used by China on the issue of the Bashir regime. In this way,
Moscow speculated the instability in Sudan for its own benefit, gaining the cooperation of
the Bashir government and its share of the Sudanese hydrocarbon exploitation projects.
Attractions of sub-Saharan African energy reserves for producers in Russia and elsewhere
are clear. An apparent lack of interest from Russia in Sub-Saharan Africa over the past years
masks persistent strategic key factors for Moscow to restore the lost influence in the region.
Faster concerns about foreign policy have temporarily interrupted a Moscow-based
relational process, well developed during the Soviet period, to ensure access to mineral and
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energy resources that are crucial to Russia's economic and industrial interests as well as to
existing and new markets for military contracts.
Russian political priorities in Africa provide both challenges and opportunities for the US in
areas such as nuclear non-proliferation as well as the energy security of the United States
and its European allies. These priorities indicate that the Russian development of South
African key resources is closely monitored. Russia's trade with the region is likely to be
significantly underdeveloped, with the exception of arms trade, which Russia should
vigorously defend when its markets are being challenged, including the prospect of changing
regimes or international sanctions. At the same time, however, Russia and the United States
have a common interest in restricting the freedom of movement of terrorist organizations in
non-governed or easily governed African areas, which opens the potential for cooperation
between AFRICOM's initiatives and Russia's presence in the region of Africa.
It is generally appreciated that Russian diplomatic and economic activity in South Africa
should remain a constant concern of US decision-makers due to its direct relevance to
facilitating the achievement of strategic goals of the United States.
These US concerns are generated by estimates by the US Department of Energy Information
that could enter Russia's penetration intentions in the area. Thus, recent research suggests
that the oil and gas reserves of Angola may be higher than originally estimated. Four
geological provinces in East Africa were evaluated for undiscovered, technically recoverable
oil and gas as part of the US oil and gas global assessment. Average volumes averaged 27.6
billion barrels of oil, 441.1 billion cubic meters of natural gas and 13.77 billion barrels of
liquid natural gas. Estimates of the likely industry and "possible productive reserves" are
about 35 billion barrels of crude oil and 151 billion cubic meters of gas. At the same time, it
is estimated that the sub-Saharan region as a whole could have a potential of undiscovered
resources in the volume of 72 billion barrels. It is also expected that global oil imports from
Sub-Saharan Africa by 2020 will total 15-20%, which means a production of about 2.5 million
barrels per day. This represents about one-fifth of the undiscovered potential of the Middle
East. Although there is no consensus as to when the production of Russian crude oil will
peak, lower African production costs are attractive compared to the increased Russian
energy for short and commercial energy security reasons. As a result, significant investments
from Russia will be needed to explore, extract and export the energy resources of the
untapped countries in sub-Saharan Africa. Investments in the exploration, production and
development of the oil and gas export infrastructure depend on the security and stability of
the invested country. In many Sub-Saharan African countries, civil wars have been a problem
for investments in energy exploration, especially oil and / or gas demand, such as the
situation in Angola and Sudan. In sub-Saharan Africa, the favourable waves created by oil
wealth have contributed to a large extent to the widespread corruption and abuse of foreign
governments in Africa.
Revenues from oil exports account for much of the gross domestic product, e.g. 40% in
Nigeria and 85% in Equatorial Guinea. Most of these incomes are not resumed in the
economy, maintaining poverty and instability in Sub-Saharan Africa, and creating an unstable
investment environment. This raises major concerns and concerns about Russia's
involvement in African energy projects.
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Conclusions
• The basic idea of the present material has partially capitalized on Mackinder's geopolitical
theories, trying to demonstrate the validity of their theories to the realities of our time
through concrete examples selected from the international political situation.
• Applying these theories to sub-Saharan Africa is not a coincidence. By placing it on the
political map of the world, its immense geographic scope, and its energetic and mineral
resources of strategic importance, this area becomes the strategic target of the great powers
in the world war of resources now under way, and open, stimulating appetite for power and
other states.
• This war transforms the old world order based on the principle of monopoly established
just after the disintegration of the former USSR into a fierce struggle to enter a multipolar
world.
• Candidates in the struggle for the podium of the prize-winners appear to be the US, even if
the statements of the current US president are the adherent of an isolationism considered
by his oppressive political opponents, however, at the end of all his statements he uses the
phrase "America first", becoming the White House slogan. For the time being, second-tier
China aspires at a fast pace, based on a surprisingly large economic potential. The same
second place is claimed by Russia, which seeks to regain the position of the former USSR at
all times at the mass of world-wide decisions. To this end, the current political leadership in
the Kremlin promotes a traditional imperial aggressive foreign policy.
• The present material did not intend to give punctual answers to the questions that are
required of the realities we are living in the process of moving to a new world order. In its
contents are presented questions taken from current Heartland scholars and global
domination to correctly understand the dynamics of international geopolitics and the place
and role of each country on its probable trajectory.
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Figure no. 1
Physical Map of Africa

Source: http://materialedidactice.ro/wp-content/uploads/2013/06/M4_R_A-500x666.jpg
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Figure no. 2
Africa's political map

Source:
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Africa
Regions,
U.N.
Development
http://www.mapsofworld.com/africa/regions/maps/africa-regions-map.jpg, accessed on 09/10/2017

88

Report,

Figure no. 3
Regional Map of Africa

Source: Internet address: Africa Regions, U.N. Development Report,
http://www.mapsofworld.com/africa/regions/maps/africa-regions-map.jpg, accessed on 10.06.2015
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Figure no. 4

The African-Eurasian security area according to domination theory

Source: http://materialedidactice.ro/wp-content/uploads/2013/06/M4_R_A-500x666.jpg, accessed on
11.11.2016

90

Figure no. 5
The distribution of religious confessions across Africa

Source: Internet address: Human Geography of Subsaharan Africa, https://saylordotorg.github.io/text_worldregional-geography-people-places-and-globalization/s10-02-human-geography-of-subsaharan-.
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Figure no. 6

Source: Current African Issues no.39 Natural resources in Sub-Saharan Africa: Assets and vulnerabilities, by
Johan Holmberg
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Figure no. 7

The location of future Chinese naval bases in indopacific space

Source: Internet address: Chinese paper advises PLA Navy to build overseas military bases, 08.01.2013,
available at http: //www.china-defense-mash
up.com/chinese-paper-advises-pla-navy-to-build-overseas-military-bases.ary-bases.
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Abstract: An efficient functioning of pre-university education implies the
development of many fun activities for students and teachers to increase education
attainment. An important criterion in organizing activities is the financial resource.
Activities can be funded by various organizations or entities, but also from nonreimbursable funds. In order to benefit from European funding, a pre-university
education institution must mobilize all departments. To meet the criterion of the
financial resource, the organizers of the activities invest time. Time may be the
main impediment to accessing European funds for various activities. In the process
of accessing funding, applicants encounter gigantic bureaucratic demands that take
them long time. Unfortunately, many institutions from the pre-university
environment exclude the possibility to fund activities from European funds. For this
reason, activities are limited and without a strong impact on students, teachers or
parents. The presented material has tried to show the availability of pre-university
staff to fund European funds for increasing the quality of education in public
schools.
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Introduction
Accessing European funds has begun to gain a lot of attention over the last few years. It
also shows interest in pre-university education that needs a continuous improvement in
the quality of the educational services offered. Pre-university education units need wellinformed and prepared staff to handle European funds by writing projects. The purpose of
the research is to take the necessary steps to strengthen the process of accessing
European funds by identifying and analyzing the opinions of the pre-university education
employees. The strengths of pre-university education institutions of the Romanian
educational system in comparison with other systems are highlighted by the identification
of human and material resources, the management of the educational system, the
evaluation of the performance.
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1. Literature review
B. Colasse sees performance as being expressed through concepts such as growth, earning
capacity, profitability, productivity, efficiency, competitiveness (Colasse, 2008, p. 23).
The performance of the Romanian educational system is assessed from the perspective of
the accreditations, of exams and human resources involved in the educational act. The
human resources is represented by teacher and auxiliary staff. An important aspect relates
to teacher formation which is initial and continuing, helping to link the learning
environment to the current economic environment.
Performance means competitiveness, action, effort, success (Drăguşin, 2016, p. 239).
Reported to the individual, performance is what the individual leaves behind and which
exists beyond the intended purpose (Armstrong, 2014, p. 3).
Disadvantage of the Romanian education system in comparison with the European ones is
the lack of material. The level of innovation of pre-university education is deficient due to
the lack of resources needed to carry out the didactic activities with students.
Although the legislation and the methodologies to ensure the quality of Romanian
education are developed in accordance with European and world trends in the field,
Romanian school institutions are far from structuring a specific culture (Cucos, 2009, p.
87).
The comparison between the Romanian and the European system takes into account
aspects related to the curriculum, the scientific research, the legislation and other aspects
related to the educational system.
Recommendation on the increasing of performing of the Romanian educational system is
developing professional skills of students through internships conducted in economic
activity whose area corresponds to the interests of the school and identifying sources of
funding by European funds.
Romania through SIVECO has managed to develop successful projects with European
funding.
SIVECO Romania develops and exports software products and consultancy projects with
high added value to countries within the European Community, The Middle East, North
Africa and the CIS area.SIVECO Romania is the only Romanian software company that
provides IT services directly to the European Commision organizations.The company is
specialized in developing large and complex IT projects for education, health, agriculture,
customs organizations, European institutions, private companies and public sector.During
over 25 years of activity, SIVECO Romania received more than 200 national and
international recognitions and prizes.
Over the past years SIVECO Romania has implemented, as applicant, partner or contractor
several projects co-funded from European funds: Sectoral Operational Program for Human
Resources Development (POS DRU), Sectoral Operational Program for Increasing the
Economic Competitiveness (POS CCE), Sectoral Operational Program for Environment (POS
Environment). These programs take into account certain objectives. For pre-university
education I have identified: ensure the good use of the modern educational instruments,
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generatee local development, contribute to the reduction of the digital divide, develop
managerial and entrepreneurial competences.
competences. According to the official data published on
the SIVECO Romania website there are currently over 200,000 beneficiaries at national
level.. Among them we find people directly involved in the good performance of prepre
university activities: teaching staff working within the pre-university
pre university and university
education, pupils and students, trainers.
Tabel 1:
1 The data of the national exams managed by SEI

Exams managed by SEI

Centralized data

•

high schools and vocational schools’
admission exams;

•

baccalaureate

•

teachers' nomination upon vacant
positions

ADLIC - 2,617,380 students, 2001 - 2014
Over 2,799,448 students, 2003 - 2014
567,974 teachers, 2003 - 2014

Source 1: Authors own remaking base on data the data published on the website http://www.siveco.ro
http://www.

A very good test is the Computerized Education System (SEI), a complex program
implemented by the Ministry of National Education, whose main objective is to support
the teaching / learning process in pre-university
pre university education with the help of IT systems.

Figure 1: The quantitative and qualitative results introducing SEI
Source 2: Authors own remaking base on data the data published on the website http://www.siveco.ro
http://www.
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Figure 2: The degree of knowledge of accessing European funds;
funds Figure 3: Sources of information on projects
with European funding
Source 3: The author's own design;
design
Source 4: The author's own design

2. Results and discussions
discussion
Researching the intent of pre-university
pre
education employees to involve them in accessing
European funds. Will
ill be questioned a limited number of respondents by the "simple
random" method.
The
he research community is represented by the employees of the pre-university
university education
units from Bucharest.
Given
iven that this research is made of personal funds,
funds the sample consists of 100 people.
people
From
rom research we have obtained the following results:
1. The
he degree of knowledge about accessing European funds among employees in preuniversity education.
As regards the level of knowledge of accessing European funds among the staff of the
peer-learning
learning environment, we can see that over 50% of the respondents know the
methodology of accessing the European funds, and those who do not know are only 5%.
5%
As a result, more than half of the respondents are informed about this issue
2.

Identifying
dentifying sources of information on projects with European funding.
funding

Research has shown that the respondents were informed 65% of the boarding school and
25% of the unit in which they are active. Off the media, family and friends only 5%.
5%
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Figure: 4 The need to implement a project with European funding
Source: 5 The author's own design

3. The importance of developing a project funded by European funds in the unit
where the respondents work.
work
Respondents
espondents consider 60% that it is necessary to implement a grant with European
funding in their learning unit and only 5% are not open to such funding.
4. Thee extent to which respondents are willing to get involved in starting a European
funding access.

Figure: 5 Respondents' interest in engaging in European funding
Source: 6 The author's own design

98

Pre-university
university staff are 55%
interested in getting involved in writing a project for
European funding. This can help improve the quality of education. 20% are less
interested, and 5% are not interested.
interested
5.

The function of the respondents in the education unit.

Most
ost respondents are 86% of the teachers, 5% secretaries and
managers.

accountants, and 4%

Figure: 6 The function of the respondents within the unit
Source: 7 The author's own design

6. The extent to which time allows respondents to get involved in writing a project for
European funding.
The time available for respondents to write projects is limited, and only 5% of them say
they have time to deal with writing projects for European funding and 70% do not have
the time.

Figure: 7 The available time for respondents to write projects
Source: 8 The author's own design
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Conclusions
As a result of the research results we can see that the majority of the respondents are
interested in accessing European funds in the interest of the educational unit in which
they activate. This is very important because the pre-university education units can enjoy
informed, well-intentioned and interested people on the quality of education. The
problem that occurs in this situation is that most respondents say they do not have the
time to deal with the writing of projects for European funding.
Between 2014 and 2020, the European Union is expected to distribute up to €960 billion
of funding. Prior to the Brexit vote Scotland expected to receive €5.6 billion over the seven
year programme period, the largest portion of this being payments to farmers through the
CAP Pillar 1 programme.
€941 million was also allocated towards support for economic development in Scotland
through the structural funds, whilst €478m was allocated towards CAP Pillar 2 (rural
development) and €108m to the EMFF (fisheries) fund.
EU Competitive Programmes are programmes which are financed directly by the European
Union’s budget and are aimed at contributing to the implementation of EU policies. As a
general rule, these programmes are transnational, which means that the participation of
partners from more than one member state is required for the submission and
implementation of a proposal. Proposals are submitted for approval directly to the
European Commission, without the intervention of the Institutions of the member state.
The proposals submitted compete with proposals from all member states and successful
proposals are selected after a comparative evaluation of all proposals submitted.
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Abstract: This paper describes some results of authors' research in machine reading
at scale as a support for self-learning, which combines the challenges of document
retrieval (finding the relevant articles) with that of machine comprehension of text
(identifying the answer spans from those articles). Our approach combines a search
component based on bigram hashing and TF-IDF (term frequency–inverse
document frequency) matching with a multi-layer recurrent neural network model
trained to detect answers in Wikipedia paragraphs.
Keywords: self-learning, NLP, machine learning
JEL classification: I29

Introduction
Education is the product of two distinct types of work: teaching and learning. To teach
effectively, educators need to expand and enrich their learning experiences to make them
accessible and memorable. To learn, students need the ability to access and understand
information about their own passions and interests, using them as personally as possible.
Educators can now embrace the possibilities introduced by the cognitive age to customize
learning experiences and cultivate knowledge, to support learners as individuals despite
the large number and diverse needs of students.
We must change the paradigm from "I need to learn" to "I want to know!"
The skills of learning must extend beyond traditional school days, to a lifetime of constant
change and self-reinvention when workplace studies predict working adults will change
jobs many times.
Cost barriers of devices, storage, content and data transmission have fallen. The
accessibility of cloud and mobile devices has brought down infrastructure barriers. The
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adoption barriers are disappearing as more educators and administrators catch up with
student trends of mobile and social usage.
The proliferation of technology has created more data and at the same time has made it
more accessible; educators just need the tools to put it working to shape more
personalized learning. Provide students with the tools needed to take ownership of their
learning journeys and set their own goals. Leadbeater (2008) [1] argues that the successful
reinvention of educational systems worldwide depends on transforming pedagogy and
redesigning learning tasks. Promoting learner autonomy and creativity is part of the
solution. Technologies can be used to support efforts to transform pedagogy, but it is
essential to recognize that twenty-first century learning experiences must incorporate
more than just technology. Leadbeater also emphasizes that learning strategies for this
century will not be limited to school, but will also encompass learning through peers,
inter-generational partnerships and community relationships. Learning may take place
outside of school in libraries, museums, community centers, local businesses or nearby
farms, among others. Both Robinson (2006)[2] and Leadbeater (2008)[1] maintain that,
ultimately, the idea of school as the sole provider of learning needs to be radically
transformed.
Twenty-first century education will require more personalized learning with an emphasis
on supporting rather than stifling creativity. Redecker et al. (2011)[3] stress that
“personalization has implications for what, how and where we teach”. Personalization
occurs through collaboration, provides for more rapid sharing of innovation and good
practice, and quickly captures information about learners’ aptitudes and progress.
Personalized learning is not an ‘add-on’ but a different way to undertake educational
endeavors and includes peer-to-peer self-organized learning (Leadbeater, 2008).

1. Cloud application as a support for self-learning
To support self-learning, a cloud application based on Questions and Answers model could
be an essential tool. The student can find a lot of useful information in a simple way of
asking, without the need of complex search on the internet, filtering lot of results to find
the best matching. But such an application it is a true challenge considering the large
amount of data that must be indexed, the speed of querying, and the relevance of
automatic filtering which must be based on NLP.
Natural Language Processing (NLP) is ability of machines to understand and interpret
human language the way it is written or spoken. The objective of NLP is to make
computer/machines as intelligent as human beings in understanding language [8]. The
goal of NLP is to the fill the gap how the humans communicate (natural language) and
what the computer understands (machine language).
There are three different levels of linguistic analysis done before performing NLP:
• Syntax - What part of given text is grammatically true.
• Semantics - What is the meaning of given text?
• Pragmatics - What is the purpose of the text?
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NLP deal with different aspects of language such as Phonology - systematic organization of
sounds in language, Morphology - study of words formation and their relationship with
each other.
For understanding semantic analysis NLP use different approaches:
• Distributional - It employs large-scale statistical tactics of Machine Learning and Deep
Learning.
• Frame - Based - The sentences which are syntactically different but semantically same
are represented inside data structure (frame) for the stereotyped situation.
• Theoretical - This approach is based on the idea that sentences refer to the real word
(the sky is blue) and parts of the sentence can be combined to represent whole meaning.
• Interactive Learning - It involves pragmatic approach and user is responsible for teaching
the computer to learn the language step by step in an interactive learning environment.
There are few Deep Learning Algorithms used in NLP:
Neural Network - NN (feed)
• Part-of-speech Tagging
• Tokenization
• Named Entity Recognition
• Intent Extraction
Recurrent Neural Networks -(RNN)
• Machine Translation
• Question Answering System
• Image Captioning
Recursive Neural Networks
• Parsing sentences
• Sentiment Analysis
• Paraphrase detection
• Relation Classification
• Object detection
Convolutional Neural Network - (CNN)
• Sentence/ Text classification
• Relation extraction and classification
• Spam detection
• Categorization of search queries
• Semantic relation extraction
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There are a number of highly developed full pipeline QA approaches using either the Web,
as does QuASE, or Wikipedia as a resource, as do Microsoft’s AskMSR, IBM’s DeepQA and
YodaQA that relies on data redundancy rather than sophisticated linguistic analyses of
either questions or candidate answers, and it does not focus on machine comprehension,
as we do.
We propose a cloud assistant application which can answer to user questions. The
application consists in a large database of articles from a multitude of domains, a NLP
(natural language processing) module and a document reader and retriever module. This
task of machine reading at scale combines the challenges of document retrieval (finding
the relevant articles) with that of machine comprehension of text (identifying the answer
spans from those articles).
Figure 1 shows the architecture of the application. The user begins by asking the question
in natural language from web interface (fig 2.). The application then parses the question
using a natural language parser which constructs a tree of the question's phrasal structure.
The parse tree is given to the classifier which determines the type of answer to expect.
Next, the query formulator uses the parse tree to translate the question into a series of
search engine queries. These queries are issued in parallel to the search engine, which
fetches the Wiki data base for each query.
Our approach combines a search component based on bigram hashing and TF-IDF (term
frequency–inverse document frequency) matching with a multi-layer recurrent neural
network model trained to detect answers in Wikipedia paragraphs (fig.1).

Figure 1. Question and Answering Application diagram
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The setup of this system is to design a feature vector fp,q(e) for each candidate entity e,
and to learn a weight vector θ such that the correct answer {a) is expected to rank higher
than all other candidate entities (similar to Wang et al., 2015 [9]):
θTfp,q(a)>θTfp,q(e), ∀e ∈ E ∩ p \ {a}
We use the following feature templates:
1. Whether entity e occurs in the passage.
2. Whether entity e occurs in the question.
3. The frequency of entity e in the passage.
4. The first position of occurrence of entity e in the passage.
5. n-gram exact match: whether there is an exact match between the text surrounding the
place holder and the text surrounding entity e. (left-right matching)
6. Word distance: we align the placeholder with each occurrence of entity e, and compute
the average minimum distance of each non-stop question word from the entity in the
passage.
7. Sentence co-occurrence: whether entity e co-occurs with another entity or verb that
appears in the question, in some sentence of the passage.
8. Dependency parse match: we dependency parse both the question and all the
sentences in the
passage, and extract an indicator feature.
The answer extraction module extracts relevant snippets called summaries from the
articles (based on bigram hashing and TF-IDF), and generates a list of possible candidate
answers from these snippets. These candidates are given to the answer selector for
scoring and ranking (recursive neural network); the final answer (based on maximum
score) is displayed to the user, presented in the context of their respective summary.
The Document Reader component is implemented using a 3-layer bidirectional LSTMs
(Long Short-Term Memory) with h=128 hidden units for both paragraph and question
encoding applying the tokenizers (Stanford CoreNLP and Spacy), and generating lemma,
part of speech, and entity tags. First all the words are mapped to d-dimensional vectors via
an embedding matrix E∈R d×|V|;
therefore we have p: p1, . . ., pm∈ Rd and q : q1, . . . , ql∈ Rd . Next, we use a shallow bidirectional recurrent neural network (RNN) with hidden size h=128 to encode contextual
embeddings pi of each word in the passage,
h i = RNN(h i−1, pi), i = 1, . . . , m
h i = RNN(h i+1, pi), i = m, . . . , 1
and pi = concat( hi , h i) ∈ R h , where h = 128
We use another bi-directional RNN to map the question q1, . . . ,qi, q ∈ R h .
The goal in this step is to compare the question embedding and all the contextual
embeddings, and select the pieces of information that are relevant to the question.
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We compute a probability distribution α depending on the degree of relevance between
word pi (in its context) and the question and then produce an output vector o which is a
weighted combination of all contextual embeddings
αi = softmaxi q TWspiando = ∑i αipi
Prediction: Using the output vector o, the system outputs the most likely answer using: a =
argmaxa∈p∩EWa o Finally, the system adds a softmax function on top of Wao and adopts
a negative log likelihood objective for training. To make scores compatible across
paragraphs in one or several retrieved documents, we use the unnormalized exponential
and take argmax over all considered paragraphs pans for the final prediction.
We use the following process for each question / answer pair to build our training set.
run Document Retriever on the question to retrieve the top 5 Wikipedia articles.
All paragraphs from those articles without an exact match of the known answer are
directly discarded.
All paragraphs shorter than 25 or longer than 1500 characters are also filtered out.
If any named entities are detected in the question, we remove any paragraph that does
not contain them at all.
For every remaining paragraph in each retrieved page, we score all positions that match
an answer using unigram and bigram overlap between the question and a 20-token
window, keeping up to the top 5 paragraphs with the highest overlaps.
If there is no paragraph with non-zero overlap, the example is discarded; otherwise we
add each found pair to our DS training dataset.
The application is written in python, using PyTorch with CUDA support. We use a dump of
English Wikipedia, processed with WikiExtractor and filtered for internal disambiguation,
index, list and outline pages and stored in an SQLite database. We retain over 5 million
articles consisting of 9 million unique uncased token types. As NLP tokenizer we can use
Stanford CoreNLP[5], spaCy [6], RegexpTokenizer or SimpleTokenizer [7].
As a future work we want to integrate voice recognition and voice synthesizers to create a
better user experience.
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Figure 2. Example of answers provided by the application (in web interface terminal mode):

Conclusion
Using Pytorch with CUDA support we achieve a great speed of data processing on a very
large database (over 5 million Wikipedia articles), using parallel computing. The article
database can contain any collection of documents from different knowledge domains and
the answers are returned almost in real time.
This kind of application could be a real support for self-learning, and can be extended
when will be deployed to the cloud with an historian for questions and it can provide
based on this historic data, recommendations and statistics.
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TIMV-PLUS, A NEW APPROACH OF THE IMMERSIVE
E-LEARNING PLATFORMS
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Abstract: This paper introduces an immersive platform for distance learning. It integrates a lot of useful
instruments for e-Learning like: browsing web, screen sharing, video players, virtual library, live
streaming, webcam, videoconferences, VoIP, chat, whiteboard, automatic checking systems, and
interactive testing evaluation systems. Our platform, TIMV Plus, allows the import of 3D objects in FBX
and OBJ format. This type of objects can be obtained by using any 3D software or by being imported
from Google Warehouse or Google Blocks, so that more 3D components can continuously emerge on
the platform, up to each user’s will. Given the fact that this platform uses a server-client architecture,
any new modification is saved on server, and the other users can visualize in real time the new
components.
Keywords: e-Learning, Virtual Reality, collaborative learning
JEL classification: I29

Introduction
During the last decade, together with the computer hardware and software evolution, including the
Internet technologies like Web 2.0., a lot of e-Learning applications were developed, either
proprietary or open source. One of the most used open source LMS platform (Learning Management
System) is the Moodle one. In order to sustain their training or learning activities, an impressive
number of universities, educational institutions and companies implemented Moodle [1].
Nowadays, there is a huge number of e-Learning platforms all over the world, most of them similar
to Moodle. They are characterized by specific particularities imposed by LMS rules and/or contain
personalized features. Being very flexible, these platforms are useful for students and teachers, as
well, allowing a good administration of the content and various evaluation methods. However, what
it lacks is an increased interactivity between users, and an attractive “business and pleasure”
combination, especially when the users schedule imposes spending a large period of time on the
platform.
There is a lot of research concerning the relation between the efficiency and effectiveness of the eLearning / MOOC (Massive Open Online Courses) platforms and the increasing time spent online by a
1
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student. Boredom is quickly installed and obviously, the user’s attention decreases, his performance
decreasing, too.
1. TIMV 3D platform
With these considerations in mind, we developed in 2014 the platform TIMV 3D [14], which combines
the Moodle specific format with a virtual world in a limited space, like a campus. The platform was
based on Open Sim, the open source project of Second Life which provides to the users a versatile
tool for creating virtual worlds, advanced editors for creating, importing and managing the 3D
content, and for improving avatars, in terms of their graphics and functionality. We have managed at
that time to implement an HMD version for this platform, but being based on OpenGL the
performance was poor (15-20 fps).
In this research, we wanted to update the TIMV 3D platform using current technology in virtual
reality, based on the same server - client approach. We chose for this implementation the
HighFidelity.io community open-source platform, which offer a good start for developing virtual
worlds in Virtual Reality.
However, for such a platform to be useful in the educational process, a dedicated applications
implementation is required. Displaying a various and complex content, like media ones, and audiovisual communication components could help [10].
2. PLATFORM TIMV PLUS
2.1. THE ACCESS TO THE TIMV Plus Platform
The access to the TIMV Plus platform is assured by the web address: 37.143.168.19:40102. To access
the platform the user must download the HighFidelity Interface application available at
https://highfidelity.com/download and point (fig.2) in the GOTO address bar the address: TIMV.
After loading the TIMV virtual world in the interface the user can explore the meeting place (fig 1.)
and interact with all other users connected to the platform.

Figure 1. The meeting room on TIMV Plus
110

2.2. THE AVATAR SELECTION AND CONFIGURATION
After his authentication on the TIMV Plus platform, the user passes into an avatar that immediately
appears into the TIMV Plus, at the landing zone. The avatar can be personalized and the user can
also create a personal avatar using software like Blender, Adobe Fusion, Mixamo, Maya etc.
2.3. NAVIGATION WITHIN THE PLATFORM
The avatar can be manipulated by commands MMORPG (Massively multiplayer online role-playing
games), by arrow keys and mouse. The small wheel above the mouse can be used to change the 3D
camera position. When this 3D camera is extremely closed to the avatar, on the screen, the
displaying mode First person appears (we can see the world throughout the avatar "eyes"). In this
virtual world, the full interaction with 3D objects can be achieved by using motion sensors like Leap
Motion, Kinect, Razer Hydra, game controllers, Vive trackers etc. Also, by using a webcam the facial
expression of the real user can be transposed to the avatar.

Figure 2. TIMV Plus Menu
2.4. TEACHING TOOLS
In the virtual world of TIMV Plus we have integrated full web browser support with WebRTC,
audio-video conference applications (fig.3), live streaming, web base integration for different tools
like screen sharing, video sharing, whiteboard and full implementation of all web based e-Leaning
platforms. Communications within the platform can be asynchronous (by messaging), or
synchronous (by text chatting, audio chatting and video conference). By using Web-intercom
application, a connection between text chatting systems (installed on the 3D platform), and the
platform Moodle itself is facilitated.

Figure 3. Video conference application included in TIMV Plus
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To enrich users’ communication with nonverbal items, TIMV Plus use the motion capture technique
so any real gesture of the user is transposed in VR to the avatar. In the previous TIMV3D platform we
have used a panel Gestures with pre-configurable action sets, accessible by clicking on the upper
right side of the avatar.
By implementing all this tools in the HighFidelity platform, we extend its capabilities and we achieve
a proper VR platform for e-Learning. This VR platform can be successfully used for distant learning or
for classes to conduct different experiments using the integrated physics engine to simulate complex
physics models in a safer and collaborative way. Collaborative teaching methods like Fishbowl and
Jigsaw etc. could be easily implemented using the TIMV Plus platform (fig.4, 5).

Figure 4. Fishbowl collaborative learning in TIMV Plus

Figure 5 Jigsaw collaborative learning in TIMV Plus

The role-playing enabled by the platform in case is also part of gamification, the very trendy
approach in what the actual digital generation is concerned. By using a friendly open source
infrastructure (HighFidelity.io), this version of the platform improved the previous platform based on
Open SIM. Thus, the users find a generous virtual 3D world with a futuristic architecture, very
attractive from gaming point of view.
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The users can participate to the presentation of one of the most important professors
professor around the
world, without using teleconference equipment, quite expensive for a university,
y, in the real
r life.
Remember that communication between students and/or between students and professors could be
set on the platform even when one or more of them are not in the classroom!! The teacher can live at
thousand kilometers away or his students can be on
on the beach, at home or making jogging.

Figure 6. Creating an avatar in Blender

The platform is so flexible that allows the continuous updating for any part of the campus, for any
tools and support, education being its ultimate aim (not forgetting either about socialization and
entertainment).. It allows 3D objects import (textural meshes in FBX and OBJ format)
format obtained by any
3D application (Cinema 4D, Blender,
Blender 3D Studio Max etc.) (fig.6).
After a 3D model is imported to the platform it will be rendered in real time (meshes and textures). A
geometric mesh is a collection of vertices, edges and faces, that define the shape of the
th 3D model
and textures help in defining detail, color or surface textures. Lading models in TIMV Plus, involves
real-time
time rendering (drawcalls). Depending on the complexity of the models, the drawcalls can differ.
The rendering process can be optimized, using
using baking, which compress the poly meshes and textures.
Besides the model entities (imported 3D objects) there are several of other entities available directly
in the tablet menu, like: box, sphere, light, text, web, zone, particle. After choosing the creation
cr
of a
new entity this entity is rendered and can be edited using a mouse or a trackpad. You can edit an
entity position, rotation and scale,
scale, and also you can duplicate and delete entities. A list of all entities
from a domain can be available in the Create panel of the virtual tablet..
It is possible to edit entities in VR mode directly in the application, using a virtual tablet, accessible
from the controllers. (fig.6)
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Figure 7. Accessing the virtual tablet
The platform includes a physics engine that makes possible various simulations. The realistic
environment and actions accuracy of the virtual world thus obtained push the limits far beyond
reality.

Conclusion
By developing and implementing TIMV Plus platform, we obtained a flexible, attractive and
interactive instrument, which may be used in any educational activity. It provides the user with a
challenging and collaborative environment, inside a virtual world where each one asserts own
personality, individually or as part of the community. It thus becomes a powerful support for
education, learning, evaluation, socialization [3]. The platform can be extended with a blog and an
online LMS platform with a proper SEO optimization for a better visibility of the available courses.
However, no matter how many facilities and/or gadgets this platform provides, it is important not
to forget that its aim remains the learning process improvement. Successful educational
organizations function “as adaptive social systems within which people cooperate in order to
achieve common goals, […] and teachers match their teaching methods to the type of intelligence
the students exhibit. These systems are like living organisms that regenerate through the
knowledge they create, their ability to pass it to others and the exchanges and relationships they
foster among people” [13]. In general, an effective professor – student relationship “needs time
and takes place during classes as much as outside them and requires a thorough developing of the
abilities and competences specific to the emotional intelligence” [14]. Therefore, it is at least
improbable to be simply replaced by the virtual reality hold by a platform, no matter how
spectacular it would be. The only successful solution still is their mutual support and integration.
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Abstract: This template will assist you in formatting the paper. The abstract will
summarize Suffolk is a county in England with an estimated population, in 2016, of
745’300 inhabitants. It has the reputation of being a prosperous, picturesque,
mostly rural county, so beautifully presented in the work of John Constable and
Thomas Gainsborough, who claim Suffolk as their birthplace. However, the reality
of Suffolk is not so shining. In 2011 a first report commissioned by Suffolk
Community Foundations introduced the concept of “hidden need”, whereby overall
affluence in a region conceals local deprivation. Five years on we revisited the
analysis on Suffolk’s hidden needs – and the results are mixed. More than half of
Suffolk’s neighbourhoods have experienced increased levels of relative deprivation
in the last five years. Over 83’000 people in Suffolk – of which almost 20’000 are
children – live in income deprivation at the most minimal standard provided by
welfare benefits; this is about 5’000 more than five years before. The county
experiences increased pressure from an ageing population with decreased birth
rate and a lower proportion of working-age population compared regionally and
nationally. While unemployment rates are lower in Suffolk than the regional and
national rates, the income levels are also lower, with fewer people working in
managerial and professional jobs. The deprivation goes beyond income and it is, in
some places, highly localised and concentrated. Many deprived individuals live in
affluent areas which – counter intuitively at a first glance – tend to be rural and
more isolated. An important implication is that their needs are indeed ‘hidden’, and
they might find it more difficult to gain access to support and services
Keywords: hidden needs; rural; education; employment; welfare.
JEL classification: I, J

Introduction
Suffolk Community Foundation is „one of 48 Community Foundations in the UK.
Collectively they are the fastest growing UK-wide funders of local charities and voluntary
organisations. (...) Community foundations do not compete with other local charities, but
instead act as a hub to channel funds directly to them. They build endowment funds for
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local communities and generate pools of donors so that projects that enhance the quality
of life and have lasting impact can be sustained.” [Suffolk Community Foundation, 2016]
In 2011, Suffolk Community Foundation commissioned Cambridge of University to
undertake its first Hidden Needs report. The last decade – since the 2007 ‘credit crunch’ has been a period of unprecedented political and economic change in the UK. The original
analysis reflects the context of the early period of these changes. Since then, data from
the 2011 Census has become available and in 2015 an updated Index of Multiple
Deprivation was released. Given both the period of fundamental change in public services
and the availability of ‘fresh’ data, the Foundation commissioned University of Suffolk to
update the original work.
The first Hidden Needs report, published in 2011, challenged assumptions which
stereotyped Suffolk as prosperous rural county with little of the type of deprivation
associated with large urban areas. Through careful analysis of statistical data, it showed
that, while many households in the county enjoy advantageous circumstances compared
to the ones from elsewhere in England, others face significant disadvantage and unmet
need. Five years on, the recent publication of the updated Index of Multiple Deprivation
has prompted a timely review of the original analysis.
The original report presented a complex picture of deprivation both concentrated in
Suffolk’s urban centres but also dispersed across rural areas. Five years on, analysis
highlights Suffolk as a place with, for example, a relatively healthy population, a clean and
safe environment, a good care for the very young and economic stability for older people.
Overall, deprivation in Suffolk continues to be less than in England overall. But the new
analysis also shows that the same, complex picture of deprivation remains and, in some
cases, has increased. Deprivation in disadvantaged neighbourhoods has not improved,
more advantaged neighbourhoods have become less advantaged, wages are low,
educational achievement is lagging behind the region, opportunities for progression for
young people are hampered, and the county’s progressively ageing population may have
serious long-term implications.
Need
One of the successes of the first Hidden Needs report was the wider understanding of
‘need’ which was formulated through consultation with specific population sub-groups.
This report continues to define ‘need’ as:
material want or income poverty;
loneliness or social isolation;
lack of access or limited access to services and opportunities.
Need may be experienced by individuals, communities, areas, businesses or sectors of the
economy. For the purposes of this report, need is taken as arising from a condition or
state of a household or person which means that it is hard to secure the basic necessities
without external support. It thus reflects both the condition - which might be physical or
mental ill health, caring responsibilities and so forth - and the disadvantage which means
that the need cannot be met from private resources.
‘Hidden Needs’
A particular focus of the study is on ‘hidden need’, meaning:
forms of deprivation or need that are not widely recognised or addressed;
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types of deprivation that are not recorded using the methods that are normally used to
measure deprivation;
aspects of deprivation that are difficult to locate geographically.

1. Suffolk – a changing population
1.1. Brief Suffolk profile
Suffolk is a non-metropolitan county, 3,801 km² (about the size of Giurgiu or Sălaj in
Romania) bordered by Norfolk to the North, Cambridgeshire to the West and Essex to the
South. It is divided into seven local authority districts: Babergh, Forest Heath, Ipswich, Mid
Suffolk, St Edmundsbury, Suffolk Coastal, and Waveney. As of 2016, Suffolk population
was 745,300, of which 440,500 (59.1%) were working age, namely 16 to 64 years. Of the
working-age population 77% are in employment, 3.5% are unemployed and 19.5% are
economically inactive, meaning they are not in employment and are not actively looking
for a job; this might include students, retired people, people who are looking after
family/home or people with long term medical conditions or disabilities (NOMIS, 2017).
1.2. Population changes
Suffolk’s population is growing, but more slowly than regional and national trends. The
first Hidden Needs report found that between 2001 and 2009 Suffolk’s population was
growing at about the same rate as the East of England and faster than population growth
in England. However, since 2009 the rate of growth in Suffolk has slowed down and the
county’s population has increased by only around 3 per cent compared with 4 per cent for
England and 5 per cent for the East.

Figure 1. Population change by age group: per cent of general population
Source: ONS Population Estimates
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Over time, Suffolk’s population is becoming progressively older. This raises important
issues in terms of need in Suffolk. Older people are likely to require greater access than
others to particular services. Moreover, the relative proportion of economically active to
economically inactive citizens will impact on the overall economy of the county. Suffolk’s
changing age profile is the consequence of two dynamics. On the one hand, the
proportion of children and working age adults is steadily declining. On the other hand, the
proportion of the population aged 65 and over is steadily increasing. Although to a degree
this reflects national trends, these trends are played out in a more extreme form in Suffolk
(Office for National Statistics, 2016).

2. Key deprivation measures
2.1. The Index of Multiple Deprivation (IMD)
The first Hidden Needs report examined deprivation rates in Suffolk using the 2010 Index
of Multiple Deprivation (Department for Communities and Local Government, 2015). This
report revisits this analysis using the 2015 IMD. The IMD is produced at intervals by the
Government to rank over 32,000 neighbourhoods across England in terms of their relative
deprivation. Deprivation is measured using 37 indicators across seven domains: income
deprivation; employment deprivation; health deprivation and disability; education, skills
and training deprivation; crime; barriers to housing and services living environment
deprivation
‘Neighbourhoods’ in the IMD are represented by ‘Lower Layer Super Output Areas’ (LSOA),
a geographical area encompassing about 1,500 people. The IMD gives every
neighbourhood a score and a ranking. This means that the IMD gives absolute statistics for
neighbourhoods, e.g. how many people in a particular neighbourhood experience income
deprivation. It also gives the relative ranking of neighbourhoods. For example, a
neighbourhood is said to be ‘in the 10 per cent most income deprived in England’ if the
proportion of its population experiencing income deprivation is among the highest 10 per
cent in England. However, the scores are better interpreted as relative levels of
deprivations: the higher the score, the more deprived the area is. In order to make the
indices more interpretable, the main score and the domains scores were reverse-ranked
across all neighbourhoods in England, each area receiving a rank from 1 (most deprived
neighbourhood) to 32,844 (least deprived neighbourhood). In addition, deprivation
‘deciles’ were published by dividing the ranked neighbourhoods in England into 10 equal
groups. They range from the most deprived 10% neighbourhoods nationally (decile 1) to
the least deprived 10% neighbourhoods nationally (decile 10). For example, a
neighbourhood in the decile 3 was ranked among 20% to 30% most deprived
neighbourhoods in the country.
2.1. IMD results for Suffolk – trends
Suffolk has 441 LSOA neighbourhoods; of those 21 (5%) are among the 10% most deprived
across England. Similarly, for the Income, Employment, Health and Crime domains,
between 2% and 5% of Suffolk’s neighbourhoods are within the 10% most deprived
neighbourhoods across England. Suffolk fares worse in education, skills, training, barriers
to housing and services and living environment, with 12%, 17% and 9% of the
neighbourhoods, respectively, falling within the 10% most deprived neighbourhoods.
Suffolk experiences less deprivation than other areas of England. For example, if
deprivation was evenly distributed across England, we would expect to see about 10% of
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Suffolk’s neighbourhoods among the 10% most deprived in England, and similarly 50% of
neighbourhoods in the least deprived 50% in England. In Suffolk, though, around 5% of
neighbourhoods are among the 10% most deprived and over 58% of are among the least
deprived 50%. Clearly, however, individuals in deprived neighbourhoods can experience
profound hardship and disadvantage. Furthermore, being disadvantaged in an otherwise
affluent area potentially compounds that disadvantage if it means that resources and
appropriate opportunities are not targeted to support those individuals to manage and
address their circumstances. The map below shows the most to least deprived
neighbourhoods.

Figure 2. Index of Multiple Deprivation 2015, ranking of local concentrations of deprivation in Suffolk relative
to all England
Source: IMD 2015, overall score
Note: The map depicts in red neighbourhoods that are among the 50% most deprived across England, by
decile, from 1st decile (10% most deprived) to 5th decile (50% most deprived); the interactive map can be
accessed here: http://tiny.cc/IMD-2015

There are marked differences between urban and rural neighbourhoods: except for
barriers to housing and services and living environment, virtually no neighbourhoods from
rural areas fall within the 10% most deprived areas across England. However, almost 40%
of Suffolk’s rural neighbourhoods fall within the 10% most deprived across England on the
barriers to housing and services domain, and almost 10% on the living environment
domain. When investigating the subdomains of these two domains, the characteristics on
which rural Suffolk fares the worst are geographical barriers (distance needed to travel to
post office, school, GP and general store) and indoor living environment (housing in poor
condition and houses without central heating).
The IMD data suggests that deprivation in Suffolk has been increasing since at least 2007.
Between 2010 and 2015, across all of England, only three local authorities have worsened
more than Suffolk. In Suffolk, this decline in ranking has been experienced by both
neighbourhoods which were more deprived and those which were more advantaged (less
deprived) in 2010. In fact, most change has happened to more advantaged
neighbourhoods. Table 4 shows that things have worsened for 17 per cent of
neighbourhoods ranked in the most deprived neighbourhoods in 2010. However, 36 per
cent of the most advantaged neighbourhoods have seen some decline – and this increases
for neighbourhoods in the middle of the ranking. Rather than being concentrated in any
particular district, the decline in deprivation ranking is widespread across Suffolk.
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Figure 3. Index of Multiple Deprivation: change in ranking 2010-2015 in Suffolk from one decile (10% band) to
another decile
Source: IMD 2015
Note: The map depicts neighbourhoods that experienced change in overall relative deprivation by at least a
decile since 2010, either negative (red) or positive (green). Neighbourhoods depicted in white did not change
in ranking by more than a decile.
Interactive map: http://tiny.cc/IMD-change

The causes of increasing deprivation in Suffolk are complex. The IMD reports on the
relative ranking of all neighbourhoods in England - so a drop in ranking can mean that
circumstances in neighbourhood X have deteriorated, or it can mean that circumstances in
other neighbourhoods have improved more than they have in neighbourhood X.
The complexity also reflects that fact that the overall IMD ranking is based on a number of
different indicators and domains. For example, in terms of the IMD’s domain of living
environment deprivation – and specifically measures of the outdoor environment, based
on air quality and road traffic accidents – 60 per cent of Suffolk neighbourhoods are
reported to have improved between 2010 and 2015. However, in terms of the majority of
domains on the 2015 IMD, more neighbours have been ranked as being more deprived
than have been ranked as being less deprived. For domains relating to health, education
and the quality of housing over half of neighbourhoods are ranked as more deprived.
Relatively few neighbourhoods have seen a change in ranking in terms of income
deprivation. Even so, in 2015 there were 83,372 people in Suffolk who were income
deprived, including 19,980 children and 24,973 older people.

3. Economy and employment
3.1. Economic activity
As of 2016, Suffolk population was 745,300, of which 440,500 (59.1%) were working age,
namely 16 to 64 years. Of the working-age population 77% are in employment, 3.5% are
unemployed and 19.5% are economically inactive, meaning they are not in employment
and are not actively looking for a job; this might include students, retired people, people
who are looking after family/home or people with long term medical conditions or
disabilities. Suffolk has low overall unemployment, but there are relatively fewer high
quality jobs than elsewhere in England and there is long term trend for low wages in the
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county. The combination of low pay and limited opportunity for career progression fuels
sustained in-work
work poverty and can represent an obstacle for social mobility.
Suffolk generally has a buoyant employment market. Figure 4 looks at ‘job density’ in
Suffolk – measured by estimating the number of jobs in an area relative to the number of
working age adults in that area. On this measure, job opportunities in Suffolk have been
consistently better than in the region as a whole, and broadly similar or better than for
England generally.

Figure 4.
4 Job density: Suffolk, the East and England
Source:: Based on data released by ONS through NOMIS.

Given this, it is unsurprising that Suffolk generally has a low unemployment rate.
Generally, over the last decade there has been less unemployment in Suffolk than in
England or the region. This is reflected in the low take up of key benefits, such as Job
Seekers Allowance. However, these overarching statistics for Suffolk mask contrasts within
the county. For example, despite its high job density, Ipswich also has high unemployment
compared with the rest of the county. Based on the most recent reliable figures (2014),
the unemployment rate in Ipswich is 6.7 per cent, marginally more than the rate for
England. Even higher – at nearly 9 per cent per cent – Waveney’s unemployment
loyment rate is
substantially greater than regional and national trends. In contrast, pulling the county’s
overall unemployment below average are Babergh, Mid Suffolk, St Edmundsbury, Forest
Heath and Suffolk Coastal which all have very low rates of unemployment.
unempl
3.2. Types of employment and wages in Suffolk
Low unemployment is not always the same as economic prosperity. Although Suffolk has a
history of high employment, jobs are disproportionately concentrated in lower waged job
sectors. Compared regionallyy and nationally, a smaller proportion of people in Suffolk
work in managerial and professional jobs and a larger proportion are employed in less
skilled manual and elementary occupations.
As of 2016, Suffolk had 312,000 employee jobs, of which 64% full time.
time. The most common
type of jobs are Wholesale and Retail Trade and Repair of Motor Vehicles and Motorcycles
(16.3%); Human Health and Social Work Activities (12%); Manufacturing (10%) and
Administrative and Support Service Activities (10%). Only 6% of the jobs are in
Professional; Scientific and Technical Activities; compared with 9% in Great Britain (Office
for National Statistics, 2016).
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Figure 5.. Types of jobs (percent of total number of jobs) in Suffolk.
Source: Office for National Statistics

The first Hidden Needs study reported that the county lagged behind the region and
nation in terms of wages and this is evident again five years on. Wages in Suffolk have
remained persistently lower than average wages regionally and nationally
nationally for more than
the last decade.

Figure 6. Figure Gross weekly pay (median)
Source: Annual Population Survey, 2016

4. Life chances for the young
Deprivation and barriers to social mobility across childhood - from early years to the point
of progression into higher education and work – shapes individuals’ life chances and the
prosperity of the county. Suffolk is home to almost 20,000 children living in income
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deprivation and the statistics suggest that children’s and young people’s life chances are
significantly different depending on where they live in the county.
Income deprivation affecting children
Income deprivation affecting children has increased in Suffolk over the last five years. The
IMD’s income deprivation measure is based on the proportion of children in a
neighbourhood who live in a household which has a low income from employment or
which claims out-of-work benefits. In 2015 just over 11 per cent of neighbourhoods in
Suffolk were in the most income deprived 20 per cent of neighbourhoods in England – an
increase from 9 per cent in 2010. There is considerable ‘churning’ of these poor
neighbourhoods – some becoming more deprived, others becoming less deprived. At the
same time, many of Suffolk’s more advantaged neighbourhoods saw an increase in the
proportion of children living in income deprivation.
Table 1. Index of Multiple Deprivation measure of Income Deprivation Affecting Children: number and
proportions of neighborhoods in Suffolk

1st quintile (most deprived 20%)
2nd quintile (21%-40%)
3rd quintile (41%-60%)
4th quintile (61%-80%)
5th quintile (least deprived 20%)
Total
Source: IMD 2015

2010
%
9.1
16.1
21.3
32.4
21.1
100%

2015
%
11.3
14.5
24.9
27.6
21.5
100%

% Improving

% Dropping

17.5
31.0
36.2
40.6
16.1
30.8%

27.5
39.4
26.6
35.6
50.5
36.7%

Social mobility
In 2016, the Government published a new Social Mobility Index (Social Mobility & Child
Poverty Commission, 2016). This estimates the chances of how well a person from a
disadvantaged background will do at school and thereafter in the workplace. It does this
by looking at a number of measures including the proportion of children receiving free
school meals; the proportion of nurseries and schools in an area rated outstanding or
good by Ofsted; and educational outcomes. Measures for social mobility in adulthood
include wages, the proportion of managerial and professional jobs in an area, home
ownership and house prices. Results are published on a scale of 1 to 10, where ‘1’ refers to
the least (potentially) socially mobile 10 per cent in England and ‘10’ refers to the most
social mobile 10 per cent in the country. The results for Suffolk are contrasting. In terms of
the overall SMI measure, Ipswich and Waveney are placed in the bottom 10 per cent
districts in England for social mobility. Together with Babergh and Forest Heath, four
Suffolk districts are in the least mobile 20 per cent districts in England. In contrast, Mid
Suffolk is placed among the most socially mobile 20 per cent of English districts. If the SMI
is a good predictor of social mobility, this means that children’s and young people’s life
chances in Suffolk are significantly different depending on where they live.
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Table 2. 2016 Social Mobility Index (SMI) deciles by district

District

SMI overall Early Years School Youth Adulthood

Babergh
Forest Heath
Ipswich
Mid Suffolk
St Edmundsbury
Suffolk Coastal
Waveney

2
2
1
9
5
7
1

7
7
5
9
6
5
6

1
2
1
5
7
6
1

7
5
8
9
7
8
3

2
1
2
7
1
9
2

Source: Child Poverty Commission, Social Mobility Index

Looking in terms of life stages on the SMI, Suffolk’s districts generally appear to do better
in terms of Early Years provision (i.e. number of disadvantaged children accessing good or
outstanding nurseries and achieving a good level of development at the end of the Early
Years Foundation stage). Indeed, Department of Education data suggests that there has
been an established trend of significant improvement in Early Years provision and child
development in the county. In the Early Years Foundation Stage, a ‘good level of
development’ is defined in terms children achieving prescribed goals in terms of personal,
social and emotional development; physical development; communication and language;
and mathematics and literacy. Over the last decade Suffolk has tended to lag behind
regional and national rates of the number of children achieving a good level of
development but in recent years the county surpassed the East and England in this regard.

5. Conclusion
Analysis for this report presents a picture of the unique dynamics of disadvantage and
deprivation in Suffolk. Disadvantage in the county should not be overstated: on average,
compared to England, it continues to be less deprived and more advantaged. The
environment is good – with clean air and safe roads. Good care for young children and
improvement in child development rates are impressive. Older people in the county enjoy
relatively good health and, while there has been some increase in health deprivation, the
same can still be said of the general population. Poverty among older people is not rising
and may be decreasing.
Equally, however, disadvantage in Suffolk should not be understated. The county includes
some of England’s most deprived neighbourhoods. There is deep and persistent poverty
and disadvantage in and around Lowestoft and Ipswich - but none of the county’s districts
is without some degree of deprivation. Deprivation in Suffolk is clustered around the
county’s towns, where there is more likely to be concentrations of poverty and
deprivation. It is also dispersed in rural areas, where additional living costs and
accessibility barriers acerbate disadvantage.
Analysis of the IMD highlights two particular aspects of deprivation in Suffolk. First, it is a
place where often disadvantage and advantage sit side by side. Deprived neighbourhoods
are found next to prosperous ones. Advantaged neighbourhoods include poor households
living alongside neighbours in very different circumstances. Second, the 2015 IMD
indicates a gradual deterioration in the county’s fortunes. There is little change and some
increase in the proportion of neighbourhoods which were among the most deprived five
years ago. The seriousness of persistent and deepening disadvantage is not difficult to
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consider. At the same time, more advantaged neighbourhoods have seen a sharper
deterioration. This does not mean that places which were prosperous five years ago have
now become deprived – it usually means that they have become just less advantaged.
Arguably, however, this still carries implications for those most in need in the county. It
means that there is a risk that deteriorating circumstances in advantaged neighbourhoods
– such as increased barriers to services, poor rates of educational achievement – will be
felt more keenly by deprived households than by their more secure and better off
neighbours. If so, this would fuel widening inequality at the neighbourhood level. In more
general terms, declining prosperity and increasing disadvantage widely across
neighbourhoods, irrespective of affluence, might indicate that it will become harder to
increase and target resources to those most at need.

References
[1] Department for Communities and Local Government (2015) The English Index of Multiple Deprivations
(IMD) 2015.
[2]

NOMIS
(2017)
Local
Authority
Profile
–
Suffolk
Available
https://www.nomisweb.co.uk/reports/lmp/la/1941962836/report.aspx?town=suffolk

at:

[3] Office for National Statistics (2011) 2011 Census: Aggregate data (England and Wales).
[4]

Office
for National
Statistics
(2016)
Annual
population
survey.
Available
at:
https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/employmentandemployeetypes/q
mis/annualpopulationsurveyapsqmi

[5]

Office
for
National
Statistics
(2016)
Population
Estimates.
Available
at:
https://www.ons.gov.uk/peoplepopulationandcommunity/populationandmigration/populationestimates

[6] Smith, N. and Dogaru, C. M. (2016) Hidden Needs in Suffolk - Five years on (2011-2016).
[7] Social Mobility & Child Poverty Commission (2016) The Social Mobility Index
[8] Suffolk Community Foundation (2016) What Are Community Foundations? Available at:
http://suffolkcf.org.uk/discover/what-are-community-foundations/ (Accessed: 12 October 2017).

126

Available online at
www.icesba.eu

Procedia of Economics
and Business Administration

https://doi.org/10.26458/v4.i1.14

ISSN: 2392-8174, ISSN-L: 2392-8166

Strategies in digital marketing
Robert DRAGOMIR1, Mihai ANDRONIE2,
1

Spiru Haret University, No 223, Traian Street , Campulung, Postal code: 115100, Romania,
Tel: (0040248) 51-22-84, Email: robert.dragomir@spiruharet.ro
Abstract: The present paper deals with digital marketing. The approach into
discussion is the strategies met with the concept mentioned above. Within the
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Introduction
The present society is characterized by an unprecedented dynamism. The factors that
come to revolutionize it are mainly due to the extremely performance technologies that
we meet in all areas. Sales reach impressive odds and atypical manifestations forms in the
desire to capture any segment of the market and if possible even from any corner of the
world. Information and communication technologies provide support for advanced
product presentation solutions. The online environment, which extends from one day to
the next, seems to be the most attractive for sale-purchase transactions. In this context,
digital marketing has emerged as a stand-alone concept and which, through explorations
and innovations, is continuously strengthening. Classical advertising channels are proving
to be ineffective in the face of the avalanche of information and the ease with which they
are transmitted in the online environment. Starting from a definition of digital marketing,
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we can say that it "refers to all efforts to promote a brand and manage its relationships
with customers through existing online channels"[1].
The mode of manifestation in the online environment is much less demanding and
restrictive than the classic advertising model. Digital marketing offers the possibility to
highlight the most creative promotional solutions. The advantages of the digital sphere
can be found in the figure below:

Figure 1. Structure of content

In digital marketing, resources in interaction come from studying the profile and behavior
of consumers. For this purpose, different platforms and questionnaires have been
developed to make us know as much as possible about who is the consumer and what he
wants. Operative tools for digital marketing are: Social Media, SEO (Search Engine
Optimization), and blogging, and the focus is now on mobile advertising, contextual
advertising, and behavioral targeting.

1. Social Media
Almost became a collocation the expression If you do not have Facebook, Twitter,
Instagram etc you do not exist. These networks have been accepted to be an integral part
of our daily existence and can be sources of documentation, advertising and publicity or
entertainment. For business, site and social networks consultation has a daily time
dedicated to accessing them.
Mobile devices and the Internet also influence the way consumers interact with the
media and have many additional implications for TV ratings, advertising, mobile commerce
and more. Consumption of mobile media, such as mobile audio streaming or mobile
videos, is on the increase - in the United States, over 100 million users are projected to
access online video content through mobile devices. Revenue for mobile videos consists in
downloads with paid per page, advertising, and subscriptions. Starting with 2013, the
global penetration of mobile phone users was 73.4%. In 2017, figures suggest that more
than 90% of Internet users will access content online through their phones [2].
New technologies and support solutions for business promotion lead to the adaptation of
the decision-maker profile. Regardless of the specificity and size of the business, social
networks have to be included and addressed in order to obtain high benefits at low-costs,
if creativity and innovation in digital marketing is encouraged. The Pew Research Center
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reports that 70% of companies cannot afford not to interact with customers through
channels such as Facebook, Twitter and other social platforms [3].
Small businesses can benefit from social media marketing, because of low start-up costs,
reduced marketing costs, providing a brand personality, increased brand recognition, and
higher conversion rates.
SEO (Search Engine Optimization) is a component of Marketing in that it requires
understanding the way search algorithms work and what visitors would look, for
establishing a match with sites that offer what they are looking for [4]. It is obvious that in
the online environment, marketing is moving more and more to the content of the site
and is monitored by SEO. The quality, quantity, mode of exposure and visualization,
relevance are the dimensions carefully studied and optimized by those who want to be
chosen from many competitors. The specific issues are: site ranking, keyword highlighting,
traffic increase, in order to increase visibility and, implicitly, the traffic.

2. Digital marketing strategies
Content marketing is in the focus of online business developers and aims to effectively
communicate continuously with your clients and those who are interested that you need
to determine to stay with you, to pursue what you display and bring new without trying to
directly sell to them.
"The goal of Content Marketing is to attract and make the clients loyal by constantly
creating relevant and valuable content with the intention of changing consumer behavior.
It is a continuous process that works best when integrated into global marketing strategy."
(Content Marketing Institute definition) [5].
Experts from Google give advice that recommends that sites to be conceptually optimized
at content level so they are not oversized and inefficient.
The content through its value must provide a more concrete picture of the company's
values, its vision and the declared and assumed mission. It must not distort reality, to lead
by technical and motivational arguments the clients to us. A carefully built and valuable
content has the following goals:
attracting new customers,
transmitting to consumers the values to be recognized
increasing notoriety.
suggestions for improvement.
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Figure no. 2. Structure of content elements in digital marketing

Reducing the content to the essence, we can say that it revolves around a word - quality.
However, as can be seen in the chart below, the communication channels that make the
content public are varied, and for each component, increased attention should be given.
The content itself valorises, make loyal and "is addictive" in the good sense of the word.

Figure no. 3. The graphics of the communication channels

Until 2012, content was largely driven by the multiplicity of keywords across multiple
content pages, and it was the time when this technique worked. But now we are talking
about a major optimization of a narrow content (small number of pages) but relevant
content. The hard part of achieving high-quality content derives from the fact that there
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are many forms of content organization and hence the difficult task of knowing what
customers want, what they do not appreciate from what the market competitors offer.

3. Search Engine Marketing (SEM)
Website promotion is based on the search engine vision and is done depending on each
company's budget, strategy of approach, and success can be measured by site
optimization and promotional campaigns.
Search Engine Marketing (SEM) is a strategy that has been developed due to the rapid
evolution of the number of Internet users and the relatively easy way of getting targeted
information that is made valuable by professional site creators [6]. A high percentage,
about 93% of online experiences begin with a search engine. Their indisputable leader is
Google [7], as we can see from the chart below:

Figure no.4 Market share reports – search engines

We can also say and analyze that Google is the most widely used search engine (gloabaly,
in desktop format) used in proportion of 79.79%, followed by Bing (7.13%), Baidu (6.77% ),
Yahoo (5.2%), in smaller proportions are used Ask Global (0.14%), Aol (0.05%), Excite
(0.01) and others [8].
Internet rules must be transposed into computer concepts embedded in presentation
platforms so that the information presented to visitors or clients to enable them to obtain
the data they are interested in, to navigate easily, to communicate and to transfer data to
other sources or destinations on Internet. Competition between search engines is growing
and everybody is trying to maintain their position as to attract new customers. The
performance of search engines is increasing as they seem to interact through language
with de user, as if they were "talking". Each of these search engines has its own algorithms
implemented so that users' queries can be made from as many sources as possible, to
have as little response time as possible and the information to be as accurate as possible.
As an example of continued change and efficiency, we can say that Google has introduced
mobile indexing since 2016 in order to query data from mobile sites in the first instance,
not only from desktop systems, and statistics show us that in November 2017 Google
processes on average over 60,000 queries/second, which means more than 8.6 billion a
day, and worldwide there are trillion searches every year [9].
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Bing was launched in 2009 by Microsoft, and the company has invested billions to come
out (from the shadow of Google). The Bing team introduced the social bar and began to
bring content. The latest Comscore report claims that Bing has accumulated 21% of the
search engines market share as it slowly moves to Google's massive share. Currently, the
search engine giant is ranked first with 64% of the search market, and Yahoo is a distant
third with only 12%. The increase is probably due to the launch of Windows 10 and the
surface devices line. Windows 10 comes with Bing as the default search engine, just like
Microsoft Edge. Surface devices are all powered by Windows, so in the end all of them will
have Bing as the default search engine [10].
Baidu or "Google's China" is the largest search engine in China, covering more than 80%
of the Chinese search market and is ranked third in the world. At the same time, Baidu is
also the first Chinese company to be included in the NASDAQ-100 index. Baidu has
adopted a different strategy from the beginning and is trying to integrate artificial
intelligence into operating algorithms. The latest news says it will launch the technology
necessary for autonomous cars in July, and will gradually integrate new capabilities so that
in 2020 they will become fully autonomous [11].
As a particular aspect, local site optimization for search engines has as its starting point
November 13, 2008, when Google launched The Initiation Guide regarding [12] search
engine optimization for both its teams and beginner webmasters in the field of
optimization of search engines. In the big companies' world, this aspect is successfully
overcome, but it is important for small and medium-sized businesses and start-up
entrepreneurs who, although they have limited budgets for this segment, can still enjoy
the visible effects of correctly implementing a strategy for digital marketing for local
optimization of sites for the search engines.
Website optimization for local searches takes into account the search for a better position
of the content of our company's website. Here is where innovation and creativity are
needed that is very well evidenced instead of developing the "localized" content.
In the current context, search engines are an integrated part of digital marketing
strategies, but also from the needs of the Internet users that will make that through
combined effort and together with the technological advances to decide their future.

4. Social Networks Marketing
Notoriety is the centre of gravity of the construction of presentation of each entity on
social networks. Social networks matter more than ever and nothing in designing a digital
marketing strategy can ignore their existence. New valences are added to digital
marketing concepts add, as trends of manifestation are observed that have not been
captured in the previous promotion campaigns. The goals of the company must be
translated into the most meaningful and appropriate way of presentation so that social
media consumers get the information they need in the easiest way possible. The final
result will be dictated by the tools and techniques that the creators of specific
promotional material for social networks adopt. In an era of online communication and
interaction, the business environment needs to adapt to change and companies that will
not follow this trend will have to lose potential customers, market share, notoriety, and
last but not least revenue. Marketing on social networks is present through promotional
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campaigns that have to have objectives such as: increasing the recognition degree of the
company in question, attracting new clients, applying know-how in this field,
communicating with clients and stakeholders. Major responsibility lies in the elements
that will be considered useful to define the presentation context, the essential features of
each campaign, the duration of the material made and the expected impact on those who
will see the content. From some statistics of the moment we can see [13]:
-

online socialization: 40% of internet users socialize more online than face to face.

social media: 84% of companies present in the online environment use in some
form or other social media.
-

Facebook: 70% of users using social networks have a Facebook account.

-

90% of Internet users access at least one social network at a daily frequency.

According to Internet World Stats [14], on 30 July 2017 of a population of 7,519,028,970
people, the ones using the Internet are numbered at 3,885,567,619, resulting in a
penetration rate of 51.7% and the highest rate of penetration per region on the globe is
88.1% for North America. In order to understand the evolution of the virtual environment
we can say that compared to the year 2000, there is an average increase of 976,4%
Internet penetration rate. In this context, we can see that the digital environment is
expanding rapidly and that what happens here counts and influences our way of life.
Social networking statistics show like the figure below [15]:

Figure no. 5 Most popular Social Networking Sites

Facebook [16] is the first user preference with 2 billion active users in the second quarter
of 2017, followed by YouTube with approximately 1 billion users and Instagram with 700
million users. Materials disseminated through social networks have made this
environment to lead to the emergence of the term global digital economy. Among the
factors contributing to the growth of values in this economy, digital entertainment plays a
significant role in: social media, video streaming, music and games. As we can see from
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the previous years, the number of social networks has an increasing trend and new players
are emerging. In digital marketing, every economic entity and not only will have to create
and allocate important resources to implement a Social Media strategy because here too
the competition is fierce and the difference can be made even by the way of organizing
this chapter that has a significant weight.
The elements that define the marketing strategy in the digital domain have a natural
chaining and we can appreciate that once the content version has been gone through and
finalized to best represent the interests and objectives of the company now it must be
disseminated. Specialists recommend that there be a presence on as many social networks
for the impact to be a major one. The content must be of quality, posted regularly, and the
interaction with those who are interested to be done promptly. The goal is clear and wellhighlighted: a good content, posted where and when is needed, brings new customers.
We are at the point where online consumers have come to the belief that the role of social
networks is a complex one through which they can get an answer to all their questions and
needs. The hard part of this problem is solved in back-office where the strategy must
always be improved and innovative so that the client is informed, loyal and attracted in
the long run. Here we can talk about optimizing the site for social networks so to have:
an attractive and intuitive design that matches the purpose it was created for;
the way to navigate on it to be easy to do;
the site is easy to load without having downtime that diminish interest in the
information provided
information of interest on dominant positions and easy to observe
anonymity on content pages must be removed in order to be credible
using the data provided by Google Analytics and the webmasters tools to know
content data that helps with further development.
The partial conclusion of this strategy point is that the world is moving at the speed with
which social networks propagate it through the clicks of content posts, through irresistible
titles that become viral, etc.

5. Mobile Devices Marketing
Marketing is a function of an organization and a set of processes designed to create and
transmit value to customers, to maintain relationships with customers in order to achieve
the goals of the organization [17].Technology through the different forms of expression
has led to the creation of new smart devices. Mobile devices (smart phones and tablets),
and especially the large increase in their number, their use and involvement in the daily
life, makes us to bent on how we can capitalize the information best suited to them in a
specialized and customized format. Promoting websites on these is a challenge that makes
many differences in the business environment as well. Even Google says that mobile
marketing is not an option but an obligation for any business [18].

Conclusions
The premises underpinning this statement are in some statistics such as:
3 out of 4 mobile searches lead to actions such as: in-depth search, a store visit, a
phone call, a purchasing decision, or the sharing of the information found;
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-

75% of mobile searches take place in the afternoon or evening;

45% of mobile searches are aimed at a particular purpose and result in a user
decision.
The high stakes for these devices and their popularity have issues related to their small
display sizes, stand-alone applications and where they can be downloaded. The major
objective is to offer a pleasant experience even under these restrictive conditions.
Responsive design (optimized for mobile devices) is represented by the CSS instructions,
and for this purpose the web designer will use CSS best practices to display a site.
Website optimization for mobile devices format should take into account the following:
mobile users use shorter expressions for searches, especially on Google
associated with short words, local searches are also made
searches are made for actual information from sports scores to business indicators
it should be kept in mind that for the display of a rank the top 3 positions can be
viewed on the front page and not 10 as on the desktop
there are search engines that are specific for the mobile data
are profile standards to be integrated
the content of the website must be explicitly written in Meta.txt because it has
direct indexing
the website must have short pages with clear and authentic information
there are Google word suggestions for searches specific to the mobile devices
it is recommended to use the Google AdWords tool to identify the number of users
who visit the website on the phone
it is good to make simulations on different mobile devices to know exactly the form
of information presentation and what needs to be corrected.].
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Introduction
The potential of an economic organization can also be known and analyzed using the
indicators in the balance sheet drawn up. On the basis of the balance sheet data, the
structure of the patrimony and the links between its elements can be established. In the
asset side, the assets of the economic organization will be recovered as passive sources of
financing.
The balance sheet provides the data’s synthesis and generalization on the heritage
situation and all the results. It is an economic mirror of the economic organizations’
activity, which ensures the presentation in a generalized form, synthesized in a value
standard at a given moment, of the patrimonial elements and the results of the activity.

1

Spiru Haret University, 13 Ion Ghica Street, Bucharest, 030045, Romania
Tel.: +40214551000; Fax: +40213143900, Email: se_rdumitru@spiruharet.ro

136

1. Balance Sheet
According to the provisions of the Accounting Law no. 82/1991, the balance sheet shall be
compiled annually, as well as in cases of merger or cessation of activity, observing the
following rules:
- the items on the balance sheet correspond to the data recorded in the accounts, agreed
with the actual situation of the patrimonial items established on the basis of the
inventory;
- no offsetting between the items on the balance sheet and between income and expenses
in the profit and loss account is allowed;
- the annual accounts are subject to verification and certification, thereby certifying the
authenticity, veracity and compliance with the rules for their preparation.
The “Business Management Statistics”2 paper states that “the balance sheet asset
comprises both the assets and the available assets held by the enterprise, as well as the
claims on third parties”.
On the asset side of the balance sheet, we see both hedged items, like “Fixed Assets” and
cyclical items that include “Current Assets”.
In the non-current assets we encounter: tangible assets, intangible assets, current assets
(tangible and intangible), financial assets.
The analysis of fixed assets determines the structure and dynamics of these assets and
their components; also fixed assets are related to current assets. Current assets include:
stocks, receivables or debts of third parties, cash and bank balances.
The treasury of an economic organization is mainly characterized by cash availability
which, in correlation with other assets, determines certain indicators, namely: the net
degree of assurance of the economic organization with cash availability, the gross
insurance degree of the enterprise with cash availability and placements.
The paper which is named “Statistics for Business Management”3 shows that “about 3-5%
of current assets and 1-1.5% of the total fixed assets and current assets current cash
availability meets the needs of the enterprise”.
In the paper presented above, it is stated that “the 30% of the current assets and 10% of
the total fixed and circulating assets represent a normal situation”.
The net asset of an economic entity is an indicator that reflects the ability to meet the
obligations assumed and is calculated on the basis of the items on the asset’s balance
sheet as follows:
Net Patrimony = fixed assets + current assets - total debts
The enterprise’s valuation activity uses the net patrimony indicator, but does not go out of
business.
2

Isaic-Maniu, A., Mitruţ, C., Voineagu, V. (1999) Business Management Statistics, Second edition revised and
added, Economic Publishing House, Bucharest
3
Isaic-Maniu, A., Mitruţ, C., Voineagu, V. (1999) Op. cit.
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The fiscal value is the total business volume of a company, calculated at market prices,
that is, the total amount of revenue earned over a certain period of time (typically within
one year). Indicator is the total revenue from deliveries of goods, the execution of works
and the provision of services as well as other operating income.
Analyzing the dynamics and the structure of turnover involves answering questions
regarding:
- the main revenues of the economic organization
- the evolution of revenue in recent years and its stability
- the evolution of income sources trend in the near future
- the earnings’ determination and collection
- the market position of the economic organization
The factorial analysis of fiscal value implies its decomposition into a smaller or larger
number of factors of influence to be analyzed, but the most important of these is the
added value.
As we said, the added value is one of the most important value indicators of production
and services and, in the context of the enterprise's economic and financial analysis, it has a
particular relevance.
The Added Value (VA) is the contribution made during the activity of obtaining the
products or services which are the object of the economic activity carried out.
The “added value” indicator is considered and calculated as gross added value and net
added value.
Gross Added Value is the gross contribution of the economic operator to the performance
of its products and services, including the depreciation of tangible and intangible fixed
assets.
Net Added Value expresses the new value created by the economic organization over a
given period and expressed in market prices; is obtained by adding indirect taxes to added
value calculated at factor prices.
According to the methodology of the National Accounts, net indirect taxes are obtained by
subtracting the subsidies granted by the state from gross indirect taxes.
The gross indirect taxes include taxes on production (VAT, excise duties and assimilation)
and import taxes (customs duties paid by the enterprise and their assimilation).
I appreciate that value added tax, excise duties and customs duties are elements of the
newly created value by any company and should be taken into account when determining
the production’s value level, including when determining the added value.
The profit (Pr) is the main goal of any activity. Profit shows the efficiency of using the
materials, human and financial resources of the economic organization and also the final
result of the exploitation activity, of the entire economic-financial activity.
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The current result of the exercise (also formed from the operating result and the financial
result) is determined as the difference between the income from the current activity
(operating plus financial) and the expenses related to the current (operating and financial)
activity.
The exploitation result is obtained as a difference between operating income and
operating expenses; the financial result is calculated as the difference between financial
income and financial expenses.
A largest share of the profit resulting from the operating activity of the enterprise,
respectively the profit from the core business means together efficiency. A factorial profit
analysis can also be made, which involves highlighting the factors that influence the mass
of the profit (loss) and the magnitude of this influence.
The indicators of financial standing can be analyzed in terms of the following indicators:
potential, financial balance, debt recovery and liability reimbursement, profitability.
The indicators of financial potential are appreciated using balance sheet accounting data.
The need for working capital is the difference between the financing needs of the
operating cycle and the operating debt. It is the expression of achieving the short-term
financial equilibrium of the balance between the necessary and the working capital
resources (exploitation).
The Net Treasury is established as the difference between the working capital and the
needs for that.
The degree of financing of the need for working capital indicates how much of the rolling
stock needs it is covered by.
The stock financing rate on the basis of the working capital indicates the proportion in
which the working fund finances the stocks.
The stock-financing ratio of paid and unpaid stocks plus claims is calculated as the ratio
between the working capital and the stocks and receivables’ size, expressed in the net
treasury.
The indicators of financial equilibrium reflect the circuit of money-making.

2. Main Indicators
Property (LP) is determined as a ratio between asset items (cash, stock, finished goods,
commodities, placement, receivables and other assets) and liabilities (short-term loans,
repayable in the current year on medium and long term loans, creditors, obligations).
Sometimes it is not enough for the report to be overly unitary, but it must be an upward
trend. A downward trend indicates declining activity, and those who lend to the economic
organization need to be careful when it comes to new loans.
The low liquidity ratio shows a good level when it is tending to 100%. The reduced liquidity
ratio expresses the company's ability to honor its short-term debt and debt.
The immediate liquidity ratio provides the interface between the asset's most liquid assets
and short-term liabilities.
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The Patrimonial Solvency Ratio (PSR) shows that “it is rated as normal when the PSR is
50%”.
The rate of financial autonomy shows that “the higher the value of this indicator, the
greater the degree of financial independence of the enterprise”.
The Company Treasury is calculated according to the following formula:
TR = (Cash Availability) / (Short-term Fees)
The Stock Rotation Rate shows that "for inventories, a global rotation speed can be
calculated based on the turnover and the amount of the global average stock reflected in
the balance sheet”.
The degree of risk indebtedness (GR) is a relevant indicator of the balance of the company,
which reflects the medium- and long-term borrowed capital in the subscribed capital and
own capital.
The company’s financial security margin is best reflected by benchmark indicators, with
current assets having a higher short-term debt.
Indicators of profitability of the trading company represent the main motivation in the
economic activity of economic organizations. Profitability is a decisive criterion in guiding
firms in structuring economies. Profitability is measured by the mass or size of the profit
and, relative, by the profit rate.
In order to analyze the change over time and for comparisons between companies, the
profit rate is the relevant indicator, and it can be set in various forms.

3. Risk of Bankruptcy
Bankruptcy is one of the biggest threats to businesses and occurs as a result of the
economic operator’s inability to pay on time.
The existing legislation4 defines and distinguishes between insolvency and insolvency
where the former is characterized by the insufficiency of available funds for the payment
of certain, liquid and due debts, and the second is distinguished by the possibility of failure
to pay of outstanding obligations.
The financial risk can be determined by the average quarterly deviation of the profitability
rates, as compared to the average rate set on a watch horizon.
The financial profitability of a company can be related to economic profitability, with the
difference between economic profitability and interest rate and the degree of
indebtedness of the company.

4. Business Analyst - What Should He Do to Develop an Enterprise’s
Business. Practical Solutions
The business analyst needs to take some measures, given that the scope of business
analysis is particularly extensive, with a trend of analysts specializing in one of the main
4

Law no.85 of 5 April 2006 on insolvency proceedings, Official Gazette of Romania no. 359 of 21 April 2006

140

types of business activities that form the subject of business analysis. The most important
role of business analysts is to identify needs and provide solutions for business issues, with
one of the following roles:
Business analyst of the company - this is the most common role assumed by an analyst
with general training that considers companies' businesses as processes that are designed
to increase their profitability by efficiently using each type of available resource.
Business strategist - Businesses need to constantly focus on strategy issues in the modern
business environment. Business analysts need to have the skills to analyze the strategic
profile of the organization and the environment in which they operate, advising leadership
on the right policies, but also on the impact of policy decisions.
Enterprise Architect - Companies may need to make changes to solve the problems
identified by strategic analysts. Business analysts contribute to this process by analyzing
objectives, processes and resources, as well as suggesting ways to undertake Business
Process Reengineering or Business Process Improvement. The essential elements of this
aspect of business analysis are: redesigning key business processes, applying technologies
to support new critical processes, and managing organizational change.
IT systems analyst - In order to align the IT development with the ongoing systems within
companies, there is a permanent need. An important business issue is how to make IT
investments more profitable, which are often very costly and of critical importance. Being
aware of this problem, IT departments use business analysts to better understand and
define the requirements for their IT systems.

Conclusions
Among the issues that both specialists and ordinary people have concerns are risk and
uncertainty, all of which come across different concepts in economics, literature, law,
technology etc.
In conclusion, the risk of bankruptcy is part of the company's internal risk and occurs due
to the inability to honor payments on time.
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Introduction
Companies need in their human, material, financial, informational, human resources
activities that they have at a certain moment in order to accomplish the mission and
strategic objectives around which they rely on the whole activity.
In order to truly appreciate a company, first of all we must know its potential, namely the
human, material, financial, and other resources.
Through its object of activity, an economic organization has the role to use efficiently its
means of production, in terms of the most complete use of production capacities, a high
quality of products and profit-making.
Although technical progress has substantially reduced man's presence in some production
processes, no economic process has been noticed at any stage in the evolution of
humanity that can be dispersed by man's contribution. On the contrary, this involvement
becomes more and more substantial, as man conceives and produces the productive
apparatus necessary to meet his ever more diverse needs.
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1. Human Potential
The notion of human potential has seen numerous and varied approaches. The concept of
human potential is addressed both at microeconomic and macroeconomic level.
The workforce is the dynamic factor that puts the other factors into action, having a
decisive role in the economical process. The study of human resources at microeconomic
level reflects work as an active production factor; so to characterize them “it is necessary
to highlight aspects such as: volume, structure, dynamics, movement, use of labor”2.
In the paper “Corporate Managerial Strategies”3, the authors state that the human
potential “is represented by the total number of employees that the company has to carry
out its activities. Besides employees - which are usually the basic human fund of the
enterprise, the human potential also includes other cadres outside the unit, which through
the board of directors, consultants or other forms uses a part of the time budget for works
and actions in the interest of the respective organizations”.
At the microeconomic level, the main problems of the human potential analysis, as they
are found in the papers, are the following:
- analyzing the size and structure of human resources;
- the analysis of human resource behavior;
- Analyzing the efficiency of human resource utilization.
The analysis of the size and structure of human resources follows the quantitative and
qualitative side of the economic organizations' classification with their staff, structure and
size.
The quantitative analysis of human resources highlights the human potential of an
economic agent and is expressed by the number of employees. This indicator
characterizes the level of human potential at a given time and consists of all the persons
who have a contract of employment with the unit for which the calculation is made,
whether they were present at work or absent for various reasons during the calculation
period.
The human resources available to an economic organization can be interpreted in terms of
indicators such as: the number of employees, the number of staff, the average number of
employees, the average number of staff and the maximum permissible number of staff.
In analyzing the human potential the used indicators are the average number of
employees and the average number of staff.
The qualitative analysis of human resources aims at the fact that the qualitative aspects of
the human resource are reflected in the degree of qualification and have a particular
importance for the companies.

2

Isaic-Maniu, A., Mitruţ, C., Voineagu, V. (1999) Business Management Statistics, Second edition revised and
added, Economic Publishing House, Bucharest
3
Nicolescu, O. (coordinator) (1998) Corporate Management Strategies, Economic Publishing House,
Bucharest
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In the literature, we find specific indicators for qualitative analysis of human resources
such as4:
a) the average qualification coefficient of the personnel;
b) the average complexity of the executed works.
The comparison of the two average coefficients (of the qualification and the
complexity of the executed works) gives us the possibility to find out how to use the
human resources from the point of view of the qualification, in the sense of a full
concordance or some discrepancies.
c) the average compliance coefficient reflects the reconciliation between the
average worker qualification and the average job class.
The analysis of the human resources structure is grouped in: occupied personnel in
industrial activities and personnel occupied in non-industrial activities.
At the level of the company, the classification of the personnel per occupation is carried
out according to the Romanian Occupation Classification elaborated by the Ministry of
Labor, Family and Social Protection together with the National Statistics Commission in
2011. The occupied personnel is divided into the following nine major groups5: members
of the legislative body, the executive, senior public administration heads, senior officials
and officials; specialists in various fields of activity; technicians and other technical
specialists; administrative officials; service workers; skilled workers in agriculture, forestry
and fishing; skilled and assimilated workers; plant and machine operators, machine and
equipment assemblers; unqualified workers.
The staff of an economic organization can be grouped together by other characteristics:
direct productive and indirect productive workers; technical staff: engineers, subengineers; staff with economic background; technical driving staff: foremen, technicians;
management and administrative staff; general service personnel: service, guard, fire
brigade or can be grouped on the basis of the following criteria: age (under 30 years, 3140 years, 41-50 years, 51-60 years, over 60 years); seniority in the firm (1 year, 2 years, 3
years, etc.); sex; professional training; professional status (patron, employee, selfemployed, etc.); the functions of the firm (research, development, production,
commercial, personnel, financial and accounting).
Staff grouping can be based on one or more features (age, level of training, profession,
qualification, sex etc.).
The analysis of the human resources structure is done by reporting each category of
personnel to the total staff (structural rates).
In the paper “Statistical and Economic Analysis and Methods of Evaluation of the Firm” it
is stated that “the structure of the labor force differs from one unit to another depending
on its legal form, the ownership form and the type of main activity”6.

4

Moroşan, I. (2008) Economic and Financial Analysis, Romanian Tomorrow Publishing House, Bucharest
Order of the Minister of Labor, Family and Social Protection and of the President of the National Institute of
Statistics no. 1832 of July 6, 2011 regarding the approval of the Classification of Occupations in Romania level of occupation (six characters), published in the Official Gazette of Romania no. 561 of August 8, 2011
6
Vasilescu, Gh., Hurduzeu, M., Wagner, F., Niculescu-Aron, I.G., Zaharia, O. (2002) Statistical and Economic
Analysis and Methods of Evaluation of the Firm, Didactic and Pedagogical Publishing House, Bucharest
5
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The human resources behavior is analyzed from the perspective of employee mobility and
stability and the use of working time.
The analysis of staff mobility and stability follows the inputs and outflows of personnel
within the economic organization from normal causes (transfer, medical causes, studies,
citizenship obligations, retirement etc.).
Employee fluctuation is the output of the organization without the approval of the
management or the termination of the employment contract; therefore “enterprises need
to adopt a flexible system of staffing needs both in terms of number and structure, which
generates a process of the labor force movement”.
In order to characterize the movement and fluctuation (mobility) of the staff, in the
literature we can find indicators such as7:
a) Average staff input calculated as a ratio between the total number of personnel entries
during the period and the average number of staff;
b) The average output coefficient is determined as the ratio between the total number of
personnel exits (for normal causes) during the period and the average number of staff;
c) Coefficient of staff turnover established as the ratio between the total number of staff
exits for unjustified reasons during the period and the average number of staff.
Analysis based on these indicators is carried out in a dynamic period of 3-5 years to
highlight trends in both growth and decrease of staff turnover and fluctuation.
The author Iosefina Morosan considers that “the limitation of the fluctuation trend can
generate the premises for increasing the stability of the personnel”8 and uses for its sizing
the following indicators:
a) Share of seniority in the unit analyzed in total working time;
b) The average age in the same unit is calculated as an arithmetic average weighted
according to the age of the employees in the unit and the number of employees of the
same age.
In analyzing the use of working time, it is necessary to state that “full use of working time
is an important way of increasing the volume of production and increasing the efficiency
of economic activity”.
Therefore the growth of an economic organization’s performance can also be achieved by
making optimum use of working time.
The analysis of the use of working time aims at finding ways to increase the performance
of the economic organization by fully using the working time and determining the
economic repercussions that occur as a result of its irrational use.
In the analysis, according to the literature9, the indicators which are used there are the
time fund and the maximum available time pool.The Time Fund is the product of the

7

Moroşan, I. (2008) Op. cit.
Moroşan, I. (2008) Idem
9
Isaic-Maniu, A., Mitruţ, C., Voineagu, V. (1999) Op. cit.
8
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average number of employees and the number of calendar days of the analyzed period
when expressed in person/days.
The calendar time frame is also expressed in man-hours and is calculated as a product
between the calendar time table expressed in man-days and the normal working day of an
employee expressed in hours/day.
The maximum available time fund is established as the difference between the time fund
and the time fund affected by weekly rest, legal holidays and rest leave.
The author Iosefina Morosan believes that “the maximum available time fund is the
normal time resource that can be used within a calendar year. In the balance of working
time, some losses from the maximum available time fund due to illnesses or other justified
reasons are also considered”10.
The maximum available timeframe is formed from both the actual worked time and the
non-worked time (for justified or unjustified reasons).
Structural analysis of working time is done by weighting the working time in the total
available maximum time frame (structural rates).
In the literature, the static and dynamic analysis of working time is done using the
following indicators:
a) Schedule of the time fund
b) Degree of use of the time fund
c) Utilization of the maximum available time fund
d) The degree of non-use of the maximum available time fund
d) Degree of use of the average normal working day
In the paper “Statistical and Economic Analysis and Methods of Evaluation of the Firm”11 it
is considered that “a constant concern of the decision-makers in the companies must be
the promotion of an efficient personnel policy that will result in maximizing the indicators
of the working time. This must be done not by increasing the number of staff employed
but by reducing the undue time, with favorable effects on the average duration of the day
and the working month or the average working time actually worked”.

2. The Effects of Changing Working Time - Practical and Theoretical Aspects
Changing working time has consequences on some economic and financial indicators
related to the total time and average time per employee. The effects of changing working
time on the following economic and financial indicators are:
a) the value of the output produced for sale;
b) the value of the output of the exercise;
c) turnover volume;
d) added value;
10
11

Moroşan, I. (2008) Ibidem
Vasilescu, Gh., Hurduzeu, M., Wagner, F., Niculescu-Aron, I.G., Zaharia, O. (2002) Op. cit.
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e) turnover profit;
f) earnings per employee.
Analysis of human potential cannot be achieved without establishing the effective use of
human resources.
The most important aspect of increasing employee motivation is to emphasize their
progress.
Basically nothing motivates more than the concept of progress. The steady streams of
minor achievements bring more happiness than an occasional great success. This requires
a constant flow of challenges, achievements and feedback, but dosed so that they do not
reach any of the extremes of routine or overload.
In the paper “Statistical and Economic Analysis and Methods of Evaluation of the Firm”12,
it is considered that “determining as accurately as possible the indicators that reflect the
expense of working time for production must be a permanent concern of the decisionmakers in the companies”.
The authors show that, in fact, “labor costs are the indicator of effort used in calculating
the level of labor productivity”.

3. The Labor Productivity
Labor productivity and earnings per employee determine the intensive use of human
resources that show the efficiency of resource use.
The efficiency of labor expenditure is reflected by labor productivity.
Average labor productivity (physical or value) and marginal labor productivity are of
interest in analyzing the efficiency of human resource utilization.
Iosefina Morosan13, the author of the paper, states that “the level of average labor
productivity can be determined on the basis of several economic indicators in the form of
one of the following reports”:
a) Delivering production / Total working time is the quantity or the value of the goods
obtained in a unit of time or by an employee.
b) Total Working Time / Output produced for delivery is the amount of time consumed for
obtaining a good, performing a work or providing a service.
The labor productivity in industry, according to the methodology of the National Institute
of Statistics and in accordance with EUROSTAT requirements, is calculated as the ratio
between the gross index of industrial production and the average number of employees in
the industry. Industrial productivity indices are calculated on the total industry, sections
(mining, manufacturing, electricity, heating, gas, hot water and air conditioning) and on
divisions CAEN Rev.2.
Average labor productivity is calculated both on the basis of the economic indicators
expressed in physical units (pieces, tons, meters etc.) and on the basis of the economic
indicators expressed in terms of value (production of the exercise, output obtained for
12
13

Vasilescu, Gh., Hurduzeu, M., Wagner, F., Niculescu-Aron, I.G., Zaharia, O. (2002) Idem
Moroşan, I. (2008) Ibidem
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delivery, value added, turnover, revenues from exploitation). It is thus possible to
calculate average labor productivity and average labor productivity.
The marginal productivity shows how much production increases, output, value added,
turnover, by using an extra unit of work time.
Employee profit is another indicator used to reflect the efficiency of human resource use.

Conclusions
Although technical progress has substantially reduced man's presence in some production
processes, no economic process has been noticed at any stage in the evolution of
humanity that can be dispersed by man’s contribution. On the contrary, this involvement
becomes more and more substantial, as man creates and produces the productive
apparatus necessary to meet his ever-diverse needs.
The analysis of human potential cannot be achieved without establishing the effective use
of human resources.

References
[1] Anghel, I., Anica-Popa, A., Oancea Negescu, M., Popescu, A.M. (2010), Enterprise Evaluation, Economic
Publishing House, Bucharest
[2] Bărbulescu, C., Dumitriu, N.A. (2010) Problems of modern management of productive enterprises,
Economic Publishing House, Bucharest
[3] Ghic, G., Grigorescu, C.J. (2012) Financial Economic Analysis, Pro Universitaria Publishing House,
Bucharest
[4] Hristea, A.M. (2015) Economic and Financial Analysis of the Business. From Intuition to Science, vol. 1 & 2
(second edition), Economic Publishing House, Bucharest
[5] Isaic-Maniu, A., Mitruţ, C., Voineagu, V. (1999) Business Management Statistics, Second edition revised
and added, Economic Publishing House, Bucharest
[6] Moroşan, I. (2008) Economic and Financial Analysis, Romanian Tomorrow Publishing House, Bucharest
[7] Moroşan, I. (2006) Economic and Financial Analysis, Tomorrow's Romania Publishing House, Bucharest
[8] Nicolescu, O. (coordinator) (1998) Corporate Management Strategies, Economic Publishing House,
Bucharest
[9] Robu, V., Anghel, I., Șerban, E.C. (2014) Economic and financial analysis of the firm, Editura Economică,
București
[10] Spătaru, L. (2010) Economic and Financial Analysis: Enterprise Management Tool, 2nd Edition, Economic
Publishing House, Bucharest
[11] Spătaru, L., Stancovici, A. (2010) Efficiency and business evaluation, Editura Economic Publishing House,
Bucharest
[12] Șușu, Ș. (2016) Financial Economic Analysis, ”Ștefan cel Mare” University, Suceava, 2016
[13] Vasilescu, Gh., Hurduzeu, M., Wagner, F., Niculescu-Aron, I.G., Zaharia, O. (2002) Statistical and
Economic Analysis and Methods of Evaluation of the Firm, Didactic and Pedagogical Publishing House,
Bucharest

149

[14] *** Law no.85 of 5 April 2006 on insolvency proceedings, Official Gazette of Romania no. 359 of 21 April
2006
[15] *** Order of the Minister of Labor, Family and Social Protection and of the President of the National
Institute of Statistics no. 1832 of July 6, 2011 regarding the approval of the Classification of Occupations
in Romania - level of occupation (six characters), published in the Official Gazette of Romania no. 561 of
August 8, 2011

150

Available online at
www.icesba.eu

Procedia of Economics
and Business Administration

https://doi.org/10.26458/v4.i1.17

ISSN: 2392-8174, ISSN-L: 2392-8166

Constantza-Belfast – a comparative study on
housing growth model
Manuela EPURE1, Patrick Francis GRAY2
Spiru Haret University, 13 Ion Ghica Stret, Bucharest,030045, Romania
Tel: +40214551000, Fax: +40214551000, Email: mepure.mk@spiruharet.ro
1

Abstract:
Housing is an important field of discussions, for decades, the need for safety being one of the
basic need reflected by Maslow in the his needs hierarchy pyramid. People tent to secure their
place of living, having a house, wish to protect their property and to benefit from good living
conditions in their city. Today, more than ever, is required a new approach of the growth of
cities mostly due to the fact that the global urban has grown rapidly and new solutions should
be design to solve the problems associated with. The large populated cities must face problems
related to resources, transportation, waste management, and quality of life. The paper aim to
present, in a comparative manner, the model of housing growth in two cities Constantza and
Belfast. The housing demand is examined at structural level in both cities. Housing offer in both
cities seems to diversify and particular characteristics are examined in order to define the urban
model of growth .
Keywords: housing, circular city, waste management, smart cities, rethink cities
JEL classification: R21; R31; R38

Introduction
At the heart of creativity, innovation and growth, cities play a central role as motors of the
global economy [Cities in the circular Economy, 2017]. In the coming decades, cities will
become important as even greater rates of urbanisation are expected, and therefore,
significant infrastructure investments and developments will be needed. Cities could play
a major role in the global transition towards a circular economy, with their high
concentration of resources, capital, data, and talent over a small geographic territory, and
could greatly benefit from the outcomes of such a transition.
1

Spiru Haret University, 13 Ion Ghica Street, Bucharest, 030045, Romania, Tel: +40 214551000
Email: mepure.mk@spiruharet.ro

151

The global urban population has grown rapidly, rising from 34% of the world’s people in
1964, to 54% today and predictions expect the figure to reach 75% by 2050[UN
Habitat,2016]. One can imagine the pressure of the urban population growth and in this
context a more strategic-oriented approach is needed to solve issues like: waste
management, expanding housing capacities, air pollution, optimizing the transportation
etc.
The growth of population concentrated in urban areas and the rising of urban middle
class have led to a higher pressure on urban infrastructure and to a more demanding need
for resources to cover the increased consumption.
The lack of coherent urban management is generating economic losses and negative
impact on the environment. Moreover, traffic congestions and time lost impacts the city
life and productivity. In the recent year, the following negative impacts have become
major concerns for urban policy-makers and determined them to act: greenhouse gas
emissions and low air quality. Recent studies[World Bank, 2017] demonstrated that the
urban areas are major contributors to greenhouse emissions, around 60-80% on a global
scale. Also, 80% of urban areas have air pollution levels that exceed the World Health
Organization’s limits[WHO, 2016]. So, urban planners and policy makers have to rethink
the way current urban systems operate to ensure a better life for all citizens. It is
important they learn from previous mistakes and to realize the need to implement new
solutions for long-term resilience, resource consumption optimisation, economic
prosperity and human well-being[URL circulatenews.org]. Better solutions are coming
from taking first steps towards incorporating circularity within urban operations. Cities like
Paris, Amsterdam, New York, London, Copenhagen, Singapore have already introduced
pioneering solutions aiming to make the living in cities better.
The pressure of city population growth have a direct impact on housing demand too,
which is increasing constantly and it is shaping the strategic approach of urban
development forcing urban developers to examine new models of built environment
taking into consideration the circularity requirements (waste management, air pollution,
affordable housing capacities etc).
The paper aims to presents different options of urban growth models, with emphasis on
housing characteristics and to setup the framework for an in-depth comparative analysis
relying on a future survey results, conducted in both cities in 2018.

1. Circular growth - a new perspective on urban model of growth
Cities have attracted and concentrated a massive number of people, generating
management problems of and creating huge challenges not only for the public sector – in
managing limited resources – but also for the private sector by pushing companies to
promote continuous adaptation in business to answer the new consumption demands.
According to the current forecasts, the world’s population is likely to be concentrated in
cities, having a dramatic impact in our lifestyle. Some countries that are still in the process
of urbanisation will face mass migration of their population in the coming years [URL
smartresilient.com].
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The solution might be the circular economy which means a new approach to production
cycles, creating a conscious and sustainable reuse of the resources. In the circular
economy approach there is no waste. The application of this concept requires a deep
mindset change not only for consumers, but also for manufacturing as it entails the
implementation of a new system of production and a new product design process.The
same concept – circular economy can be applied to cities and public management and
services, implying a different relationship between citizens and local government.
New challenges ahead
In the last decades, the world has been facing an intense urban migration and
“unplanned" development of cities. Therefore, new challenges, came up and looking for
solution to solve them, generated the concept of Smart Cities, dealing with the need to
build on greenfield land, fully planned and oriented cities to be smart from their first draft
plans. In the case of older and more developed cities to retrofit and adapt is a more
complex endeavour.
Solutions related to water management, clean and renewable energies, smart grids,
intelligent traffic control, electronic government, urban mobility, wireless internet
accessibility and waste management are just a few examples that can be highlighted in a
long list of problem-oriented proposed solutions. The challenge is not technology itself,
but how to design and use technology for the real benefit of citizens’ well-being [URL
smartresilient.com]
Housing issues are closely linked to the rest of challenges raised by developing Smart
Cities.
Due to urbanisation and an increasing knowledge about the climate change and its
potential impacts on the environment and human society, concepts as Smart Cities, Ecocities became more known and attracted massive attention from academics and
practitioners. Noumerous sustainable urban development models and concepts focusing
on planning and constructing sustainable communities and cities have been introduced.
Therefore it is vital to examine if they could provide solutions for sustainable development
and all related issues.
Cities have a big environmental impact due to their demographic weight and the amount
of natural resources they consume [Ranhagen et al.,2010].
Worldwide, about 50 million people are moving into cities every year [Ranhagen & Groth,
2012] and with rapid movement into urban areas come sustainability issues. In this
context, housing should be at the core of urban development models.
Various urban development models have been developed and started to be implemented.
First things taken into consideration in designing new urban development should be:
adaptability, interconnection of subsystems, holistic approach, access and usage of
resources, affordable and environmentally friendly housing .
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2. New urban growth models
Literature review brings into attention a diverse typology of urban development models,
some of this models can be seen as a starting point to imagine a circular growth of urban
areas.
Smart-City model represents a model with an efficient and widespread technological
network that promotes dialogue between citizens and everyday objects [Di Carlo,2013].
Rethink City a model speaking about the importance of holistic system thinking and the
possible synergies within a system [Fryxell, 2012]. Eco Village/Eco Community aims to
achieve self--sufficient villages with cooperatives, healthy communities that help in the
transition to a more sustainable future [Ecovillage, 2014]. Livable city focuses on standard
of living, in terms of wealth, comfort, material goods and necessities available for the
socioeconomic classes in a city [Williams et al, 2012].
Boyd Cohen [Cohen,2012] is an urban and climate strategist that put up six key
components for a smart city, each one having underlying systems with further
explanations, (see Figure no.1). These key components are: Smart Economy, Smart
Mobility, Smart Environment,Smart People, Smart Living and Smart Governance.
From author’s perspective, the smart living refers also to provide inhabitants housing
facilities being energy efficient, friendly with the environment due to a good waste
management, and to ensure a sufficient stock of social dwellings.

Figure no. 1 Smart City Wheel – with emphasis on Smart Living component
Source: Adapted from Cohen’s weel[Cohen, 2012]

The “Rethink Cities” approach has identified ten possibilities to improve, in order to move
towards sustainable urban development. In this vision, urban functions should be
designed as a holistic approach. The “holistic approach” serve as an overlapping
component valid for every other aspect [Fryxell,2012]. One of the ten possibilities is
building design. In order to save energy the Rethink approach focuses on energy efficient
154

buildings, both new and existing, where design of walls, roofs and floors are the most
important factors. Furthermore the framework stresses that the construction process
could reduce
uce building material waste by choosing materials with low environmental load
and possibilities of reutilisation and recycling.
The paper presents, in the following part, a comparative analysis of two cities, Constantza
and Belfast, as they are today and how and where these cities’ governing bodies can take
action and shift towards circular growth. A special emphasis will be provide on housing
issues.

3. Two cities, two countries, two different approaches
Basic information :
City
Country
Inhabitants
City type

Constantza

Belfast

Romania

Northen Irland, UK

297,500 people (2015)

331,000 people (2016)

Harbor at the Black Sea

Harbor at the end of Belfast
Lough and at the mouth of River
Lagan

Industries

Petrol and gas industry
(Rompetrol Rafinare - KMG
International)
Tourism
Energy (green energy)
Shipyard (Daewoo-Mangalia
(
Heavy Industries)
Transport (Airport, motorway,
train)

Textile industry
Shipyard (Harland
Harland & Wolff Heavy
Industries)
Tourism
Transport (two Airport
Airports)

Turnover of
business

7,3 bn EUR in Constantza
county

3,78 bn in Belfast region
[Belfast
Belfast Region Profile,2016
Profile,2016]
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GDP per person
[according to
WB Open Data]

EUR 7,899

EUR 48,300

123,090

129,665

Occupied dwellings
[EUROSTAT]

108,907
(occupancy rate 88%)

120,520
(occupancy 92%)

Average surface per
dwelling

65.7-52 sqm

76 sqm

55,20% (2011 Census)

63.34% (2013 Census)

Number of
dwellings
[EUROSTAT]

Degree of
urbanization at
country level

Similarities and differences all together helped us to understand the current strategies of
local authorities in their effort to ensure the sustainable development of these two cities.
Belfast : the 2015 Good Growth for Cities index from PwC and think tank Demos, shows
how combining economic performance with quality of life ranks Belfast as eighth amongst
the UK’s top-10 cities in which to live and work.
Constantza is the oldest continuously inhabited city in Romania, the fifth largest city, and
having the best living conditions in Romania, according inhabitant’s perception. The city is
situated at the Black Sea and atract the largest number of tourists during summer.
Strategic Approach - Nothern Ireland, UK
The Regional Development Strategy(RDS) for Northern Ireland 2025 “Shaping Our Future”
contains elements of spatial development and strategic planning in order to provide a
balanced and equitable pattern of sustainable development across the Region. The RDS
recognises that in meeting housing needs, the development of balanced communities is
encouraged by promoting a mix of housing tenures and types and the creation of quality
built environments which contribute to the achievement of safe, complete and balanced
communities for people to live in [Belfast RDS, 2012]. The Regional Development Strategy
(RDS) also promotes imaginative and innovative forms of housing development within
urban areas, by encouraging an increase in the density of urban housing appropriate in
scale and design to the cities and towns of Northern Ireland.
The main objectives[Belfast RDS, 2012] related to housing issues are:
• to manage housing growth in relation to housing need;
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•
•
•
•

to direct and manage future housing growth to achieve more sustainable
patterns of residential development;
to promote a drive to provide more housing within existing urban areas;
to encourage an increase in the density of urban housing appropriate to the
scale and design to the cities and towns of Northern Ireland; and
to encourage the development of balanced local communities.

Housing need and housing demand are fundamental considerations when developing
planning policies in respect of Houses in Multiple Occupation (HMO) and periodically City
Council analyse and approved a plan of action for the next years. For example in 2008 was
approved Belfast HMO 2015 Plan of development detailed for each urban area. It will be
interesting to evaluate if the plan adopted in 2008 met all the objectives and it was subject
of evaluation in early 2016 in term of implementation’s results. Also, one can analyse the
inhabitants’ perception on the positive transformations occurred as a result of the Belfast
HMO 2015 implementation. Authors’ future research may include this topic too if a special
interest for the general public will be identify.
Strategic Approach –Romania
Romania has developed her own National Strategy of Living conditions [Minitry of
Environment, 2017] - presented as a project to general public for comments and
suggestions in early 2017. The strategy background consists of an in depth analysis that
explores not only housing ownership, exposure and vulnerability at risks, housing
accessibility referring to prices but also housing deprivation, energy efficiency and
sustainable development of urban areas. Based on the analysis’ findings, a set of priorities
was elaborated, and strategic objectives were announced. The main objectives are:
• realization of the legislative and institutional reform
• ensuring the housing security against natural and anthropic risks
• raising quality of housing
• improving the living conditions for vulnerable categories of inhabitants
• growing the housing stock and improving his structure
• developing the housing market.
At strategic level, both regions/cities (Constantza and Belfast) benefit of well-articulated
strategies meant to ensure a viable development of the urban areas. In the Romanian
Housing Strategy is not a single mention about how it will be provided the resources for
strategy’s implementation.
4. Samples of good practices of building smart cities
The TELEKOM Romania, part of Telekom Group Germany, launched in June 2017 a smart
city pilot project in Constantza in partnership with ZTE China. The project includes
solutions for smart parking and smart lighting, multifunctional lighting tower (with
components like: video surveillance, electric charging dock for cars, environment sensors,
LED display), as well as free Wi-Fi.
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The solutions are based on the IoT (Internet of Things) concept, according to which the
sensors embedded in the solutions communicate online through smart interfaces. This
concept, gaining momentum also locally, brings significant improvements in domains such
as transportation, public safety and environment monitoring, without adding a significant
number of pieces of equipment to the already existing infrastructure[Telekom, 2017]
Housing - country profile Romania
At country level, over 1,28 million dwellings are empty, around 16% of the country total
dwellings stock, due to a massive depopulation rate, Romania being one of the countries
in the world with a massive population downsize rate (15%) [Mathema et al ,2015] .
A National Strategy of Living conditions was elaborated by the Ministry of Regional
Development and Public Administration and Ministry of Environment, a special attention
was paid at social housing, meant to ensure good living conditions to beneficiaries, and to
support their entry on the job market, maitaining people in good health and education, a
more active social participation.
In Constantza county, it was built and deliver to the market 2476 new dwellings in 2015,
and after 1989, it was delivered 51293 units, over 1 million units at country level.
Unfortunately, less than 5% were social housing units, which is completly unsatisfactory.
It is a long way ahead to achieve the ideal of a smart city, which suppose to offer Smart
Living conditions as Cohen suggested [Cohen, 2012].

Tabel no. 1 Evolution of the dwellings stock in Constantza
Region/County
Years
2000
2005
2010
2011

Total
Dwellings (number)
238542
253134
266697
269247

Rooms
653636
698883
746990
755675

Source : EUROSTAT database
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Surface (tho m2)
8688,4
9732,1
10679,4
10847,1

Constantza- The dynamic of the dwellings stock
800000
600000
Dwellings (number)

400000

Rooms
200000
0
2000

2005

2010

2011

Fig. no.2 The evolution of dwellings stock in Constantza
(Source: Authors’ representation)
The Constantza’s dwellings stock rised in a slow pass from 2000-2011 (see Figure no.2),
but mostly due to private residential urban development. Apart of providing new houses
for young above-avarege income families, a significant part of the new dwellings has as
destination the seasonal occupancy.
In Romania, the term social housing is officially defined as “public dwellings with
subsidized lease, allocated to individuals or families whose financial position would not
otherwise allow them access to tenements leased on the market”[World Bank ,2015].
The stock of social housing is entirely owned by local authorities and represents 2.3% of
the national housing stock which totally unsatisfactory .
According to European statistics [EUROSTAT database], Romania has the lowest ranking on
almost all measures of housing quality by a significant amount, and at the same time, it
has the highest portion of families with high housing cost burden and simultaneously the
smallest average size of the transition countries.
At country level, the social housing stock is still not meeting the existing need and the
structure is reflecting the fact that, the dwelling stock tendency is ascending after 2000
(see Figure no.3).

Figure no.3 The Social Housing – demand and offer in Romania
(Source : World Bank(2015), Housing in Romania – Towards a National Housing Strategy, final report)
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The demand for social housing in Romania is 2,3 times higher than the offer, and
authorities still incounter difficulties in having a coherent strategy in this sense.
Unfortunately, if one looks at the strategic obejectives listed in the National Strategy of
Living conditions, none of them reffers at social housing. On long run, this approach will
deepen the gap between living conditions and many Romanian cities will fail in providing
„smart living” for all, most deprived categories of population will be affected deeply.

Fig. no. 4 The structure of Romanian social housing by the construction period
Source: Ministery of Regional Development and Public administration (www.mdrap.ro)

The structure of social housing stock by the time of construction ( Figure no. 4) reflects the
Romanian autorities concern with providing social housing, 35% of the existing social
housing stock was built between 2001-2013 but still doesn’t meet the current demad.

Conclusions and further research
In the coming decades, urban development local authorities should take into account a
certain type of growth model that could ensure sustainable development for all their
inhabitants. So, while there is no universal recipe of success, providing good living
conditions in urban areas is important in the longrun due to the ascending trend of urban
population, as well as providing quality management related to waste, transportation,
city’s attractivity for business, smart governance.
A comparative analysis between cities from different countries provided interesting
perspectives on urban development and how living conditions can actually be improved.
Although, national and regional statistics do not have the degree of detachment needed
for indepth analysis, they are however sufficient for an exploratory approach meant to
underline the main aspects of urban growth. Further research will be developed starting
with a survey to be conducted in both cities and looking for inhabitants’ perceptions on
current living conditions and strategic options for urban development toward circular
growth.
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Abstract: In the current context of globalization, economic and environmental
crisis, the companies must reduce the costs, being at the same time highly
competitive and flexible to the market request and changes and acting protective
toward the environment. This is not a very easy target to reach. Having in mind all
these limitations, the paper analyses the branding - leadership interaction.
Literature review led at a Branding Leadership Model that seems to be incomplete.
Analyzing Eurostat data through a regression model we demonstrate that online
branding and green branding are components to be included in the model.
Keywords: branding, leadrship, circular economy
JEL classification: M31, M16

Introduction
There are a diversity of published work regarding branding and leadership. A growing
interest covered brand development related to sustainability. At management level, all
companies invest time, resources and energy in building a strong brand but somehow only
those that have outstanding leadership are the most successful, seems to be a strong tie
between branding success and leadership.
Previous works revealed two concepts that have got significant interes : ‘leadership brand’
and ‘brand leadership’. The concept of ‘leadership brand’ reffers to companies which first
envisioned their brand positioning and then invested in finding and nurtruring
management talents (leaders) with specific features able to develop and grow a specific
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brand image that might bring them market success [Ulrich & Smallwood, 2007]. Also,
leadership brand starts with developing exceptional managers with a distinct set of talents
that are uniquely geared to fulfill customers’ and investors’ expectations. All the focus is
on customers and their needs and desires. Such an approach, leadership brand inspires
faith that employees and managers will consistently deliver their promises. A leadership
brand is growing in a certain organizational culture that supports quality, loyalty and it can
be embedded through coherent policies regarding employees and customer relationship.
The other concept ‘brand leadership’ normally discuss the role of brand in a strategic
differentiaton helping the company to become the industry leader [Keller&Kotler, 2006].
The interest on brand leadership exists for a while, for example Aaker [Aaker and
Joachimsthaler, 2000] presents the core aspects of a new paradigm, the shift from Brand
Management Model to Brand Leadership Model , based on a series of transformations and
new focus in branding activities, such as: the perspective was changed from tactical to
strategic management being not only tactical and reactive but thinking strategic and being
visionary as perspective.
Looking at SMEs level (small and medium sized enterprises), a group of Malaysian
researchers [Ahmad et al. 2014] have developed a comprehensive Brand Leadership
Model. Starting with the analyzing this model construct and using the Eurostat data,
authors realized that the model can be improved with at least two new elements: online
branding and green branding. Current companies are concerned on how a brand can be
built by a leadership vision, having in mind the advantages brought by internet and green
technologies as to reach the sustainable development objectives.
The paper presentes only a part of a wider study, focused on factors influencing the
establishment of new online green companies. For current analysis, the data was
extracted from Eurostat database and a linear regression model was developed with the
Least Square method in order to investigate if selected factors have major impact on
branding related to green products.

1. Theoretical brackground
The literature review shown that competitive companies are those who create/shape their
future, driven by leaders.
The leaders are the ones that have a vision, and takes time to implement. They are not
caught in the present, they travel with their mind into the future. One of the future
challenges is the sustainable development, therefore. This is why leaders base their work
on eco-innovation and of (human) individuals’ aspirations and needs. Leaders build trusts
and confidence and take advantage of the good communication, collaboration and
innovativeness of members of their teams. Leaders are not interested by present profit,
but by a interesting, sustainable, creative way of changing an aspect of life or of doing
business etc. Leaders invest in people making them feeling proud of being a team member
and getting their support in reaching the target, by exceeding their performances, by
learning new things, or being creative and having a effective communication. Having high
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emotional intelligence leaders understand people and drive them patiently in
transforming problems in opportunities and risks in challenges.
Leaders have their own visions, have a whole picture of the final target, know how to set
strategies, knows how to communicate the goals and how to get people involved,
motivated and inspired by their project. As a consequence every new brand needs a
leader to build it.
A brand is not just a name or symbol that uniquely identifies a product, a service, a
company, but also a future promise, trust, positive associations and relationship with the
consumer. A leading brand with as very high awareness, receives a lot free publicity/buzz,
being admired and has high purchase intent. A leading brand brings a lot of advantages.
The customer loyalty and the larger market share comes with lower the price sensitivity
and even allow the company to set up a price premium. It is also gathered innovators
employees that comes up with new product categories, whose conscience is Increases an
organization’s sales, profit margins, stock price and market valuation. It also brings the
advantage of increasing bargaining power with business partners [VanAuken, 2011].
“Branding demands commitment, commitment to continual re-invention; striking chords
with people to stir their emotions; and commitment to imagination. It is easy to be cynical
about such things, much harder to be successful" - Sir Richard Branson, CEO Virgin
"Your brand is what people say about you when you're not in the room" - Jeff Bezos,
Founder of Amazon
Analyzing the literature, a wise step for each company is to get set online. In online the
brand awareness is easier to be built because of the wide spread of internet. In online
there is a huge variety of products, some of it meet the minimum standards in order to
sell, others not. That's why consumers are tempted to buy products that are under the
umbrella of a brand. The wide spread of social media, associated with Z generation, rise
the probability to meet the client online. Furthermore, the brand perception can be
influenced by social media. Each social network analysis provides statistics that allow site
traffic, consumer behavior and their loyalty to the brand. Brand can be built and improved
through online tools (SEM, email, and newsletter). In online communications
management, negative news on the brand is very important, because this negative news
tends to expand the virus. The company can provide evidence to counter negative news,
or when there is no such evidence must recognize the truth and should show positive
attitude compensation to customers and direct communication with them. The online
brands are built based on customer’ testimonials and also by using the facilities of social
network sites or company’s own website. It can be also improved through awards,
guarantees and the possibility to return the product or receive compensation for noncompliance products. Sometimes promoting the partners and customers can be a form of
free advertisement. The brand reputation/notoriety and the brand loyalty can also be
increased through SEO (Search Engine Optimization) and SEM (Search Engine Marketing)
Fig1.
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Next figure shows that high social interactivity in online and through niche publications
represent opportunities to influence consumer behavior. This can be done through social
media platforms and web applications. The online presence could help the company to
reduce costs (with distributions, salaries and/or rent for the physical shop). The online
company presence will reduce the CO2 footprint and would have a positive impact on the
sustainable development.

Fig.1. Internet Marketing Strategy framework (Cullen, 2017)

Literature review reveals the existence of a Branding Leadership Model (BLM), already
tested for Malaysian SMEs [Ahmad, 2014] that starts from two exogenous variables. The
exogenous variables are branding challenge and branding leadership that will influence
other three endogenous variables: branding implementation, branding performance and
financial performance.
In our vision, there are other exogenous variables that should be analyzed: online
branding and green branding (fig2). These variables become interesting because they can
influence the “road’” of the firm to sustainable development.
Below we argue the previous statement.
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Fig. 2. Improved Branding Leadership Model (BLM)

Green Branding
In the context of circular economy, green branding should be a most and not just a
desirable action. More than ever the companies has to design and sell green
products/services, has to promote all the sustainable circular economy principles through
their management and marketing policy and has to find non-polluting transportation
/distribution. The new innovative products have to use recyclable resources, have to be
done with green technologies into a sustainable way and have to last for a longer time.
The trend of buying new product just for fun has to stop; even these new products are less
performing than the older ones. The concern for next generation’s environment and the
added value has to be the primary goal of the modern companies. The companies have to
avoid global warming, waste of electricity, have to use natural resources, solar, wind, wave
energy, have to reduce soil, noise or air pollution, to recycle water or materials, reducing
CO2 footprint. And this entire paradigm has to start in the family education and school.
We all have to learn how to protect the environment and return the packaging when is
returnable [Osman, 2016].
A good example of green marketing is also about promoting the principles and best
practices on environmental protection such in Greenpedia.ro portal.
Healthy population can be grown with organic products, even the additional taxes are
higher, as excepting an extra product value.
Cloud computing and IoT (internet of things) offer new methods and tools for
environment protection, increasing the online traffic, reducing the footprint of carbon
dioxide, air and soil pollution. The higher the success of the green innovation and green
promotion, the higher is the influence over the firms’ performance. A green brand is
product quality guarantee and the challenge to increase the awareness of consumers not
only about environmental problems but also about the existence of possible solutions and
existence of enviro-label [Murin, 205].
Online branding
In the online brand is built over time, following several stages. The necessary steps to
develop a brand online are [ASE 2014]
• The Context identification (environment conditions) trademark;
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•
•
•
•
•
•

Target setting and brand messages;
Establishment of brand-specific;
Develop brand design;
Creating website and other communication tools specific online environment;
Launching and promoting the website.
Building a brand specific experiences

Once created the brand is important ongoing monitoring of performance and value. In
online field the brand value is assessed by the :
• brand awareness
• level of brand loyalty
• name’ notoriety
• perceived quality
• strong associations with that brand
• other assets owned brand: patents, trademarks, relationships within distribution
channels etc.
• price (strong brands can afford to sell at higher prices - ex .: Amazon.com has
prices by 7% -12% higher than competitors less known).
• "twin" products - the same characteristics sold under different brands.
• the market share achieved in terms of investment in promotion.

2. The Research methodology
The Eurostat database offer a lot of information, but for this article were collected data
regarding new Organisations and sites with eco-management and audit scheme (EMAS)
registration (green_org) as a consequence of the emergence of Eco-label licenses
(ecolabel), Urban population exposure to air pollution by particulate matter (urban),
Greenhouse gas emissions intensity of energy consumption (gas_emission), Pollutant
emissions from transport (transport). The analyzed period was rune for 2005-2016.

year
Organisations and
sites with ecomanagement and
audit scheme
(EMAS)
registration
Ecolabel licenses
Urban population
exposure to air
pollution by
particulate matter
Greenhouse gas
emissions

2005

2006

2007

Tabel 1: Analyzed Variables(source: Eurostat )
2008 2009 2010 2011 2012 2013 2014 2015

3056

3201

3510

3930

4273

4414

4446

4452

4100

4031

3921

276

338

508

705

939

1067

1234

1438

1618

1789

1959

15.5

17.7

16.7

17.5

17.4

18

18.4

16.8

15.9

15.2

16.5

96.9

96.5

96.7

95.1

93.8

92.8

92.6

92.3

91

89.4

89.1
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intensity of
energy
consumption
Pollutant
emissions from
transport
Resource
productivity
Environmental
protection
expenditure of
the public sector
by type

86.6

84.3

81.2

75.6

69.7

66.9

63.8

60.1

57.5

55.8

54.3

1.54

1.57

1.57

1.59

1.72

1.81

1.77

1.90

1.94

1.96

2.02

0.67

0.69

0.67

0.67

0.75

0.70

0.68

0.67

0.67

0.67

0.67

The analysis first step is measuring the influence of each factor in a regression model
using EView software. It was chosen the Least square (NLS and ARMA) model, a linear
regression model. The result can be seen below Fig.3.
To achieve the regression model we start from the null hypothesis, which asserts that the
value of the coefficients of the variables will be zero (H0: coefficients = 0). The alternative
hypothesis supports the opposite of the null hypothesis, so H1: coefficients different from
zero. In other words, we start from the hypothesis that the mentioned factors have the
value of coefficient 0, so they do not influence the green_org variable.

Dependent Variable: GREEN_ORG_3056
Method: Least Squares
Date: 10/11/17 Time: 12:59
Sample (adjusted): 1 10
Included observations: 10 after adjustments
Variable

Coefficient

Std. Error

t-Statistic

Prob.

ECOLABEL_276
LOG(GAS_EMISSION_96_9)
TRANSPORT_86_6
LOG(URBAN_15_5)

-2.783868
3399.156
-179.2811
1359.403

0.545286
1031.203
28.87297
1000.471

-5.105335
3.296302
-6.209305
1.358763

0.0022
0.0165
0.0008
0.2231

R-squared
Adjusted R-squared
S.E. of regression
Sum squared resid
Log likelihood
Durbin-Watson stat

0.938131
0.907196
126.0975
95403.49
-60.00581
1.966173

Mean dependent var
S.D. dependent var
Akaike info criterion
Schwarz criterion
Hannan-Quinn criter.

Fig.3. Least square –first model
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4027.800
413.9269
12.80116
12.92220
12.66839

The R2 coefficient of this model is 0.938, indicates that 93% of the variable green_org
variance is determined by the variation of causal variables (Ecolabel, urban, gas_emission,
transport). The R2 coefficient should be higher than 0.95 for a representative model.

The second step of the analysis is adding new variable in the model as to obtain a more
representative one. It had been added 2 variables: Resource productivity (productivity) and
environmental protection expenditure of the public sector by type (protection). In the new
model R2 coefficient of this model is 0.967, indicates that 97% of the variable green_org
variance is determined by the variation of causal variables (Ecolabel, urban, gas_emission,
transport, productivity and protection) (Fig.4).
The R2 coefficient of this model is 0.967, indicates that 97% of the variable green_org
variance is determined by the variation of causal variables and only 3% of this influence
cannot be explained by the model. As R2 takes values closer to 1, the regression model
better adjusts the data in the sample. In this case, the value of 0.967 demonstrates the
validity of the model (Fig.4).
Also, the adjusted value of R2 (0.92 is close to the value of R2, which proves that the
influence of the independent variables (Ecolabel, urban, gas_emission, transport,
productivity and protection) is significant to explain variance of the dependent variable
(green_org).
Dependent Variable: GREEN_ORG
Method: Least Squares
Date: 10/11/17 Time: 13:32
Sample (adjusted): 1 10
Included observations: 10 after adjustments
Variable

Coefficient

Std. Error

t-Statistic

Prob.

ECOLABEL
GAS_EMISSION
PRODUCTIVITY
LOG(PROTECTION)
TRANSPORT
URBAN

0.348687
118.0418
-1543.386
373.8470
-89.74451
108.9518

0.199786
48.89566
1118.754
1823.840
26.18406
61.11316

1.745304
2.414158
-1.379559
0.204978
-3.427449
1.782788

0.1559
0.0732
0.2398
0.8476
0.0266
0.1492

R-squared
Adjusted R-squared
S.E. of regression
Sum squared resid
Log likelihood
Durbin-Watson stat

0.967385
0.926617
139.8941
78281.42
-59.01679
1.999718

Mean dependent var
S.D. dependent var
Akaike info criterion
Schwarz criterion
Hannan-Quinn criter.

3941.300
516.4178
13.00336
13.18491
12.80420

Fig.4. Least square –second model
Since the adjusted R2 value is close to the value of R2, this allows the extension of the
proposed regression model to the entire population surveyed.
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In order to be able to interpret the statistical significance of the regression model, it is
necessary to verify with the statistical test T the null hypothesis that R2 is zero. In this case
all coefficients of the regression equation should be zero.
The simplest test to highlight error self-correction is the Durbin-Watson test. In this case
the D_W value is 1.99, included in the (2, 4) interval. The conclusion is that there is a very
low self-correction between errors.
The regression equation for the model is:
Green_org = 0.3 ecolabel + 118.04 gass_emission - 1543.38productivity + 373.84
log(protection)- 89.74 transport + 108.95urban +

Particular attention must be paid to the estimated coefficients of regression equation (Fig.
4). For transport the null hypothesis must be rejected because the significance threshold is
prob. 0.02 <0.05. With a 95% probability, transport coefficient is -89.74.
For ecolabel, urban, gas_emission, transport, productivity and protection the null
hypothesis must be rejected because the significance threshold is prob is >0.05.
A further analyze can be done, adding new variable in the model and eliminating the
autocorrelation, but overall the model is representative.

Conclusions:
In conclusion, the alternative hypothesis is accepted. It stands that new organizations and
sites with eco-management and audit scheme (EMAS) registration is determined:
by the introduction of ecolabel licenses,
by the urban population exposure to air pollution by particulate matter,
by the increase of number of greenhouse with lower gas emissions intensity
of energy consumption
- by the decrease of pollutant emissions from transport
- by the resource productivity
- by the increase of environmental protection expenditure of the public
sector by type
-

The new model proposed in this paper is validated, although in a further research new
variables can be taken into discussion to be analyzed and added to model.
The analysis of Eurostat data regarding Organisations and sites with eco-management and
audit scheme (EMAS) registration and the regression model demonstrate that Branding
Leadership Model may be improved with 2 incoming variables: on-line branding and green
branding. These variables appear as o consequence of the circular economy approach.
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“By a continuing process of inflation, government
can confiscate, secretly and unobserved, an important part
of the wealth of their citizens.”
John Maynard Keynes, The Economic Consequences
of the Peace, MacMillan &Co, 1919, pp. 235-236.
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of EU membership*
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Abstract: A problem marked by the spectre of eternity has raked the mind of the
Romanians “from the great to the small” along the existence of the modern Romanian
national state, namely the economic and social catch-up with the developed countries,
or, in other words “we’ve got to catch them! “, as “we want to live like them.”
This idea became an obsession for the Romanian intelligentsia ever since the time when
Petrache Poenaru, a man walked through Europe before 1850, urged the Romanians to
follow the parable of the advanced countries of Europe, preaching the “condemnation to
progress” of Romania. In other words, Romanians either progress, or no longer exist!
Socialism has maintained the same persistent tension of recovering the gaps by a
sustained economic growth and the “condemnation to development”, the economic and
social macro-indicators being the basis for revealing the achievements of the Romanian
people under the wise guidance of...
What was defining for Romania until 2007 remained after the year of Romania's
accession to the European Union. In other words, much has changed, but we are the
same.
The mentality of a community, however diverse the individuals make up, contains some
“paradigms” or “stereotypes” of thought.
The present paper represents an attempt to objectify the “paradigms” of Romania's
integration into Europe. We are thus trying to distinguish between the “official”
achievements of the ten years of institutional, and not only geographic, presence of
Romania in Europe and the resistance of frustrations accumulated over several centuries
of history.
*

The present paper was put forward in an initial form at the National Economic Conference (CEN 2017), on
May, 18 2017.
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1. The Road to U.E.
The unbeatable protocronism of the Romanians is also manifested here, namely on the road
followed by Romania “towards” the European Union: all the reports on the way to Europe
invoke Romania's quality as the first country of the “socialist” camp in Central and Eastern
Europe that had official relations with the European Community. The real ground, however,
of this “claim” is the agreement concluded in January 1974 with the EEC whereby Romania,
as a “developing country”, was included in the GSP (Generalized System of Preferences).
A series of agreements followed, culminating in the 1980 agreements, which set up the Joint
Commission Romania-CEE and the Agreement on Industrial Products.
The work of nearing Romania to EEC, that has started during socialism was continued with
increased efficiency after 1990. In 1991, a “Trade and Cooperation Agreement” was signed
and entered into force in February 1995, although the provisions on trade relations have
been applied since 1993, by signing an “Interim Agreement”.
In fact, in the same year, on June 22, Romania filed a request for membership in the EU.
Romania's request was naturally followed by the monitoring of Romania's “progress” in the
process of joining the European Union. A series of annual reports have been drawn up,
which once again “naturally” found the progress made in 1997, 1998 and 1999, which led to
the start of the accession negotiations with effect from 15 February 2000. The stated
objective was to obtain full membership in 2007.
Although economic progress was “indisputable,” a 2003 report by Emma Nicholson showed,
synthetically, that Romania had not become yet a “rule of law” with two “structuralendemic” issues: corruption and the slow pace of reform. It was, in fact, the matter about
what is still today, ten years after accession: corruption, the malfunctioning of the legal
system, bureaucracy.
However, during 2004, the U.E.'s perspective on Romania has improved so that on
December 17, 2004 the negotiations for the accession of Romania to the European Union
were concluded. All 31 chapters were declared “closed”, including “Justice and Home
Affairs”. In fact, Romania's commitments rather than realities were taken into account.
As a result of the changes recorded during 2004, on April 25, 2005 was signed “Romania's
Treaty of Accession to the EU”. Also on the “formal” line, the authors of the “Country
Report” for 2005 were optimistic, showing that Romania has made significant progress in
aligning the internal legislation with the European Union legislation by becoming able to
fulfill its obligations as a state Member of the Union from the accession's very first moment
... “
We have lagged a little over this pre-accession period, because the speed with which
negotiations have been concluded, improved reports, signed the Accession Treaty, without a
national referendum, reflects a hurry similar to that of the “forty-eighters” and Unionists in
the middle of the nineteenth century the one to radically change everything! At least then,
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even if formally, ad-hoc divans were convened in which “the representatives of most of the
population voted for union”!
For over 150 years, we've been building “forms without substance,” and we're getting used
to the rhetorical question, “but how many countries are having forms with substance?”

2. Statistical data with contradictory interpretations
Undoubtedly, for most analysts, Romania's socio-economic development was positive after
January 1, 2007, when it joined the European Union.
The first argument in favour of this positive development is the upward trend in GDP.
But how is GDP calculated? What is the share of “volatile” components in GDP? What are
the material assets, plus the contribution of intelligence (for example, software), and what
are the financial ones? What is the underground economy in GDP or around GDP? There are
questions to which probably only a few people can answer, and those ones only with
approximation.
2.1 Romania, the country in Europe with “one of the highest GDP growth rates”
That's what statistics look like or “demonstrate”. However, statistics may be used according
to the interests of the “researcher”. Statistical information can be interpreted in an
optimistic, pessimistic or realistic, i.e. objective way. The objective interpretation implies the
elimination of prejudices as well as of “interests”. Therefore, the rigorous analyzes of the
chronological series always take into account the real values of the macroeconomic
indicators, not the nominal ones. Nominal values are usable in the correlation system for the
same reference period (year, semester, month).
Leonard Orban, quoted by www.news.ro, declared on 23.11.2016 “In the past ten years,
Romania's Gross Domestic Product grew by almost 60%, from 98 billion euros in 2006 to 158
billion euros in 2015. “ [1]
Similarly, one of the many researchers of the evolution of Romania's economy over the past
26 years, Dragoş Filipescu estimated in an article published on his blog: “In 2016 the
estimated GDP is 165.8 billion and 182 billion USD”. [2]
Both variants are approximately accurate, as confirmed by Eurostat:
Table 1: Evolution of Romania's Gross Domestic Product in 2006-2016[3]
billion euro, current values
Indicator

2006

2007

2008

2009

2010

2011

2012

2013

2014

2015

2016

Nominal GDP

98.4

125.4

142.4

120.4

126.7

133.3

133.5

144.3

150.4

160.0

169,6

Average nominal growth
over 2006 - %

27.4% 44.7% 22.3% 28.8% 35.4% 35.7% 46.6% 52.8% 62.5% 72.3%

Source: Eurostat, updated on 12.05.2017

Thus, as compared to 2006, Gross Domestic Product in nominal terms increased by 62.5% by
2015 and by 72.3% by 2016, respectively. However, nominal values are affected by
inflationary processes at national (RON) and European level (Euro). That is why it is
necessary to “deflate” them, respectively eliminate the influences of inflation.
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The same source presents year-on-year
year
increase in comparable, real-time
time terms, “chain
linked volumes”.
Table 2: Annual average increases in Romania's Gross Domestic Product in the period 2007-2016
2007
annual average increase over the previous year
Average annual growth
2007
2008
2009 2010 2011 2012 2013 2014 2015 2016
Average nominal growth
27.4% 13.6% -15.4% 5.3% 5.2% 0.2% 8.0% 4.2% 6.4% 6.0%
Average real growth
6.9%
8.5% -7.1% -0.8% 1.1% 0.6% 3.5% 3.1% 3.9% 4.8%
Source: Eurostat,, updated on 12.05.2017

The discrepancies are notable, especially for the first year of Romania's presence in Europe,
i.e. 27,4% nominal average as against “only” 6.9% real average growth. Naturally, real GDP
growth of 6.9% in 2007 and 8.5% in 2008 was considered “big”, even “spectacular” by
analysts.
On the basis of the real annual average increases, we recalculated the Real Gross Domestic
Product in “constant” values, comparable, taking 2006 as the reference year.
Table 3: Evolution of the Real Gross Domestic Product of Romania in 2006-2016
2006
billion euro, constant values, reference year 2006
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
98.4 105.2 114.2 106.0 105.2 106.4 107.0 110.7 114.2 118.6

Indicator
2016
Real GDP
124,3
Fixed base
100% 106.9% 116.0% 107.8% 106.9% 108.1% 108.7% 112.5% 116% 120.5% 126,3%
indices
Average real
growth compared
6.9% 16.0% 7.8%
6.9%
8.1%
8.7% 12.5% 16.0% 20.5% 26.3%
to 2006
Source: Calculated on the basis of Eurostat data, updated on 12.05.2017

Data provided by Eurostat shows real GDP growth of “only” 26.3% in the ten years since
joining the European Union compared to a nominal increase of 72.3%. After the peak of
2008 (16% up on 2006),
06), in 2010 GDP has returned to roughly the 2007 level followed by a
slight increase in 2011 and 2012. Between 2013 and 2016 we witness a “real recovery of the
economy.”
Thus, real GDP growth is almost three times lower than that of nominal GDP. Therefore,
Therefor it is
good to be skeptical of some “reporting” of economic macro-indicators,
macro indicators, especially when
they are expressed in nominal sizes.
Graph 1

Graph 2

Source: Calculated on the basis of Eurostat data.
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However, real GDP growth in the ten years of Romania's presence in the European Union is
not negligible. The dynamics of Romania's economy in 2007-2016
2007 2016 is considered to have been
one of the highest in the EU, standing above the European average.
Table 4: Dynamics of the Real Gross Domestic Productt in Romania compared to the EU average
a
in the period 2006-2016 - % Dynamics of Real
GDP
Romania
UE - 28 countries
average

2006

2007

2008

2009

2010

2011

2012

2013

2014

2015

2016

100.0

106.9

116.0

107.8

106.9

108.1

108.7

112.5

116.0

120.5

126.3

100.0

103.1

103.5

99.0

101.0

102.8

102.2

102.4

104.1

106.4

108.4

Source: Calculated on the basis of Eurostat data, updated on 12.05.2017

In nominal terms, GDP value of the peak

Graph 3

year 2008 (142.4m euros) was reached in 2013
(144.3m euros). In real terms, the level of GDP
in 2008 (114.2 million euro, in 2006 values) was
reached one year later in 2014 (Table 1 and
Table 3).
As can also be seen from Table 4 and Graph 3,
GDP growth in Romania exceeded the average
GDP growth of the 28 countries
ntries of the European
Union each year. In the period 2006-2016,
2006
compared to an average GDP growth of 20.9%
in nominal terms in the EU and only 8.4% in real terms, Romania recorded values of 72.3%
and 26.3%, respectively.
Graph 4

Graph 5

Rankings based on Eurostat data (Graphs 4 and 5) reflect Romania's top position. Leaving
aside the economic successes of Malta, the head of the series with a growth of 83.8% (!), in
GDP nominal terms Romania was exceeded in 2016 only by Slovakia and Bulgaria (77.8%,
respectively 74.1%),
.1%), with a 72.3% growth holding an honourable fourth place in the
European hierarchy of economic growth as compared to 2006. The situation is slightly
changing, if we consider the real GDP change: Romania ranked sixth by 26.3%, after Malta
(43.9%), Poland
d (41.4%), Ireland (39.2%), Slovakia (35.7%) and Luxembourg (30.4%).
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Therefore, we can say that the evolution of real GDP in the ten years that have passed since
Romania became EU member has been brilliant, despite the ups and downs caused by the
economic crisis from 2007-2009.
2009.
In order to correctly interpret Romania's economic situation, we must also take into account
the level of GDP per capita indicator. GDP per capita real growth follows the trend of overall
GDP real growth…, but the per/capita nominal values show a higher increase in 2016 over
2006 than the total GDP!
Table 5: Evolution of Romania's Gross Domestic Product per capita during 2006-2016[4]
2006
- current prices, Euro/capita at market prices -

GDP/capita

2006

2007

2008

2009

2010

2011

2012

2013

2014

2015

2016

Nominal GDP

4.600

6.000

6.900

5.900

6.300

6.600

6.700

7.200

7.500

8.100

8.600

30.4%

50.0%

28.3%

37.0%

43.5%

45.7%

56.5%

63.0%

76.1%

87.0%

Average nominal
growth over 2006 -%

Source: Eurostat,, updated on 16.11.2017

According to Eurostat,, provisional data for 2016 show a nominal value of GDP of 8600
euro/capita, i.e. 87% over the value of 4600 euro/capita in 2006! As shown in Table 1,
overall GDP increased “only” by 72.3% in the same period. There could be at least two
reasonable explanation
ion for this gap:
Graf 5

a. First, the decrease in
population number. As shown
by the same source, in 2006
the
official
number
of
inhabitants was 21.3 million
people, as in 2016 the
population was estimated at
19.8 million inhabitants ((
8,3%).
b. Second, the depreciation of
the national currency.
Source: Eurostat,, updated 16.11.2017

In 2006 the annual average exchange rate was 3,5245 lei/euro, whereas in 2016 it was
4,4908 lei/euro. During ten years the European currency appreciated by 27,4% as against the
Romanian Leu.
A less optimistic image offers the penultimate place occupied by the level of Romania’s
GDP/capita among the other 28 EU countries in 2017. Only Bulgaria has a lower level of
GDP/capita (6800 Euro), while Poland, Croatia and Hungary
Hungary are not too far from it (within a
marge of 3000 Euro).
So, one can say that, despite the progress recorded during the last ten years, Romania
remains one of the poorest countries of Europe.
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2.2 Contradictory realities
Is Romania's economic growth sustainable? This is the question! An expected GDP growth of
5.8% in 2017 would be a reason for joy and pride for the governors and the population?
A detailed analysis of Romania's economic and social situation is not the objective of this
paper. It is worth pointing out some delicate issues that come to correct the enthusiasm of
GDP growth over the last three years.
Several voices have been heard, arguing that the growth of Romania's economy is
overwhelmingly based on final consumption and, to a lesser extent, on increasing industry's
participation in GDP formation.
A first proof of this is the chronic deficit of the foreign trade balance over the past 27 years
with negative effects on the current account balance. Consumption of imported products,
i.e. the net imports, was supported by the money creation, a process that generated the
internal and external depreciation of the national currency.
However, things have been well-known for several decades. In his fundamental work, The
General Theory of Employment, Interest, and Money, J.M. Keynes warned of the
consequences of dependence on foreign investment and current account deficit:
“In an open system with foreign-trade relations, some part of the multiplier of the increased
investment will accrue to the benefit of employment in foreign countries, since a proportion
of the increased consumption will diminish our own country's favourable foreign
balance.”[5]
Can one than say that economic growth based mostly on final consumption is sustainable? Is
this real growth? Consumption itself is not necessarily bad! But long-term debt consumption
can not have beneficial effects. Than what should we do? Refrain from consuming?
It is hard to understand how, in a penultimate country in Europe with regard to the incomes
of the employed population, the hypermarket chains and the malls resist, multiply and even
make profits. The underground economy should be considered. Much of the incomes that
sustain consumption seem to have as source the underground economy. However, the data
provided by Eurostat (only 28% of GDP) seem to be lenient.
Ten years after joining the European Union, Romania remains a country of contrasts, a
country where 25% of the population live below the poverty line, the gross minimum wage is
320 euros (1450 lei) and the average of 697 (3131 lei), consumption remains extremely high,
reflected not only by the value of daily sales of goods, but also by the receipts of domestic
and foreign tourism operators.
An unemployment rate of 5-6% remains a praise for us compared to other European
countries unless we take into account the methodology of calculating the unemployment
rate and the two, three or four million Romanians who work temporarily or already
permanently in other European or extra-European countries.
We can not afford to address the situation of health and education systems, of small and
medium-sized agricultural producers, and of Romanian SMEs in general. However, regarding
the situation of enterprises in Romania, some observations are worthwhile.
With 22 companies per 1,000 inhabitants, Romania has the lowest value in the EU (average
of 43 in December 2014), indicating a still undeveloped entrepreneurial spirit. In spite of the
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significant increase in the number of firms, the degree of concentration in some economic
sectors remained important.[6]
Romanian companies face complicated problems: 285,000 companies (48% of the total)
have negative equity in 2014 compared to about 29,000 (10% of the total) in 1994. This
situation requires either recapitalization or exit from the market. On the other hand, the
Gross Value Added (VAB)/Company indicator (real convergence criterion, created by analogy
with the GDP/per capita indicator) shows that the economic force of Romanian firms is still
low. VAB/company in Romania is in December 2014 of 126,000 euros compared to an
average of 300,339 euros in the EU (42%).[7]
The enthusiasm for statistical macro-indicators has not diminished, but has increased over
the past ten years. Just like 30-40 years ago, we have to prove with more or less reliable data
that “on average” we are getting better and better! And if, by chance, a cavilar sounds up,
it's not so well for everyone, or it's not that good, we have the replies ready: “But..., who's
really going well today?”

Conclusion: The final question is:
Is it better in Romania in 2017 than it was in 2006?
The answer will, of course, be differentiated according to the incomes decile of each
interviewee, regardless of whether the sources of income are transparent or not!
It is indeed very difficult to determine the extent to which today is better or less good than
ten, twenty or thirty years ago. Generally, people forget the past difficulties, referring strictly
to the present. Therefore, the problem should be reformulated in the sense “Why do today's
living conditions seem to some people more difficult than in the past?”
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Abstract: Complex systems are a research field extraordinarily charming: they are
universally popular, not only in physics and chemistry, but also in biology, in
economics and social sciences. The science of complexity also deals with domains
that have long frustrated attempts to quantitative description rigorous: for example
in economy are undergoing a major developments related to the possibility of
simulating the interaction between agents that are modeled in such a way as to
renounce to the unrealistic assumption of the classical economy, as for example
that of behavior perfectly rational.
The main characteristics that were associated with the complexity relate to the
presence of numerous elements interacting, the non-linearity of the interactions,
the appearance in the overall level of emerging properties without a microscopic
analogue, and last but not least the ability of self-organization. Each of these
aspects deserves to be deepened, but it should be noted that a characteristic
common to the systems that we consider complex is the ability to amplify a small
local phenomenon bringing all the system in a state qualitatively new.
Consider for example a phase transition as that from water to ice, which occurs (at
temperatures below the freezing point) when local fluctuations give rise to a solid
region large enough that the gain in free energy, associated with the formation of
the solid phase, exceeds the energy cost relative to the formation of an interface
between the two phases: this region is therefore stable and acts as a nucleus of
condensation for further accretions, while a similar solid region, smaller size would
be condemned to death
Keywords: theory of Chaos, complex systems, deductive rationality,psychoeconomy themes grew, The persuasion,decision-making

Introduction
The introduction will summarize the relevant scientific literature for the chosen subject
area. Also, here will be formulated the research question and the reason why it is
important.
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1. Complexity and economy
One of the key concepts of science of complexity, self-organization, was formulated for
the first time in economics by Adam Smith, with the metaphor of the "invisible hand".
Arthur and Herbert Simon and are bound by a double red thread: on the one hand, they
are a challenge to the orthodoxy of classical and neoclassical economic science and, on the
other hand, they are the result of a personal approach to the search for a highly
multidisciplinary matrix.
Friedrich August von Hayek is one of the last representatives of the Viennese school of
economics, whose focus can be found in the individual decision-making contextualized in
the institutional historical framework of a complex society. What qualifies Hayekian
analysis is the study of the spontaneity of the results that emerge from relationships
between individuals.
Price system, cultural heritage, language, morality, currency: all these phenomena are not
the result of a deliberate action of some central authority, but the product of the
interaction of many uncoordinated individual actions Which, however, give rise to
spontaneous phenomena of organized complexity, or rather self-organizing systems.
Understanding how spontaneous self- organizing phenomena work, Hayek points out, it is
then important to influence their dynamics through interventions on social institutions, in
turn the fruits of the historical process of individual interaction.
In the 1980s, some economists developed a vision of the economic system based on
increasing returns, on positive feedback mechanisms for increasing profits, unevenly
declining unit costs and technological lock-in, all phenomena characterizing in particular
the knowledge-based sectors . According to this theory, economic systems are dissipative
structures and, as such, characterized by instability, irreversibility, discontinuities, sudden
qualitative changes, such as speculative ups and downs, monopolies, which the
conventional economy based on declining yields, is not able to explain.
For example, in the face of rising returns, technology always monopolizes the market at
the expense of others, giving rise to c.d. lock-in. The dominant version will be the one that
at the initial stages of the competition has been able to attract the most volume of
demand and it is no surprise that it is the best: in other words, events with little
probability can confine the economic system to one of the many distant points From
balance and this point may not be the best.
The technology dominates until it is spotted by a new one and the process reboots.
Growing yield theory is not intended to replace traditional economic theory but to
complete it. It is particularly useful for economic and industrial policy decisions as it
definitely proves the existence of sectors with different economic behaviors: those which
are driven by declining yields (e.g. agricultural and commodity) and those dominated by
rising returns (Typically knowledge-intensive ones).
The complex system concept from which it is part is almost "rudimentary": a set of subsystems interrelated, each of which is in turn a hierarchical structure, up to the lowest
level, given by a basic subsistence. In the Simonian conception, the concept of sub-system
does not refer to a relationship of authority between subsystems of different levels, but
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includes systems whose blocks (or sub-systems) are not bound by any authority
relationship: this means that relations between sub-systems are conceived In a much
more complex manner than can be done by referring to a hierarchical structure defined
only in terms of authority relationships.
It is also thanks to Simon that complex thinking has become subtly involved in culture and
management studies for more than fifty years. In managerial studies, the immediate and
major consequence of the introduction of notions such as self-organization, emergency,
non-linearity and strange attractors was the awareness that predictability, and with it the
prescription, Are out of question, if not impossible.
On the other hand, the same notions of complexity have fascinating interpretative
opportunities, for which it seems worthwhile to build a new managerial paradigm. The
theory of Chaos is part of a new set of scientific research known as Complexity theory and
aimed at analyzing the dynamics of so-called "complex systems" That is, those systems
formed from multiple components, which interact with each other are usually articulated
into different subsystems.
Complex systems are a widespread reality everywhere: life itself and its evolution are an
excellent example. The theory of Complexity is therefore an interdisciplinary science, as
evidenced by the important results achieved in specialized centers of study, such as the
Santa Fe Institute, thanks to the collaboration of scholars of different "scientific
extraction" guided by the conviction that all complex systems behave According to the
same dynamics (by specifying the specificities of the different disciplinary realities).
A fundamental aspect of the non-linear dynamic mechanisms that characterize complex
systems consists of state transitions, i.e. macroscopic changes that from a state of disorder
lead the system to a coherent, orderly state. In the study of these transitions, it is
important to analyze the relationships between the microscopic size of the system (single
unit) and the macroscopic dimension (conditioned by the interactive dynamics between
the units).
Each complex system normally tends to position itself in a state of microscopic balance, a
"harmonic" setting of each single component that, by not interacting in a coordinated
manner with other units, causes a state of macroscopic disorder.
If appropriately stimulated, the system moves to a more structured state where global
dynamics begin to emerge. It is important to identify the critical threshold that acts as a
watershed between the states of the system, that is, the "position" at which the transition
from a macroscopic disorder to a state of order is assisted. Under the critical threshold
(the value of which is relative that depends on the nature of the system being considered),
the system will be in a balance position, but of global disorder. Under the appropriate
conditions, the system will tend to move to the critical threshold;
This will result in the emergence of particular dynamics of interaction between individual
components that will progressively move away from the microscopic balance position,
contributing to making the system more structured. Above the threshold, however, a nonequilibrium state of the individual components is reached, while the system appears to be
in a state of global order.
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The forces that stimulate the system, determining its transitions between the different
states, may vary depending on the nature of the system: in the sciences such as physics,
chemistry, component behavior will be influenced by natural forces, while in social
systems they are complex, often rendering the prediction of the macroscopic behavior of
the system.
The idea of perfect, logical and deductive agents capable of reaching the optimal solution
of any problem (system in balance position) appears correct if the problems considered
are simple and limited; In reality this does not happen, since every agent is called upon to
make decisions in relation to a large number of complicated problems (using a metaphor,
one could imagine the individual's decision-making problems as an ocean, in which the
simplest they would be on the surface, while the more complex ones would lie deep .
There are two reasons behind the complexity of the hypothesis of deductive rationality:
1) the limited nature of the same, and hence the inability to come to perfect assessments
with regard to complicated problems;
2) the impossibility for agents to predict whether the behavior adopted by the subjects
they interact with will be perfectly rational: this will prompt each individual to carry out
subjective evaluations, contributing to the genesis of a world based on subjective beliefs
(and hence "Subjective beliefs about subjective beliefs").
Deductive reasoning makes sense with regard to objective and well-defined assumptions:
in the face of greater complexity or confusion in situations where it becomes impossible to
have a clear and exact perception of the problem it loses its significance.
The solution to such a context is advanced by modern psychology, agreeing to support
how men adopt an inductive attitude to overcome the lack of information (gap). Subjects
seek to grasp the essential features of a certain situation (by elaborating the available
information) to construct temporary models, hypotheses on which to work and to be able
to adopt a certain behavior: on the basis of feedback from the environment, they will also
be able to calibrate these models ad hoc, reinforcing those who have turned out to be
compliant and discarding the worst.
In other words, facing an unclear situation, each subject will try to get back to a known
configuration by trying to adapt, rework or generate hypotheses and behavioral patterns
that can compensate for existing information gaps: this approach is defined as an
inductive method. Now the problem becomes to translate this approach into a model
capable of explicating the essential traits of detected dynamics.
Some of our daily decisions are dictated by virtually immaterial motives, such as avoiding
losses or regrets. They involve fear, anger, frustration, envy, pride, honor, injustice, and
never as of late, the lack of optimism and trust. One of the most obvious effects of
the crisis we have experienced in recent years was to have violently shaken many of the
theories on which a financial system is based.
For decades, most economists have thought that irrational factors could not be included in
a reliable prediction model. On the contrary, such behaviors can be measured and should
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form an integral part of economic policies, but if irrationality also governs economic
decisions, how is it possible to identify communication models to make a decision in line
with the goal of the communicative message itself? If everything is irrational in the
choices, the forecasts are no longer need or, at least, the programs. Good news for
planners: studies in cognitive neuroscience and behavior show that irrationality follows
precise paths. And for that it can also be foreseeable.
Once again, we are faced with a new historical moment in which (at last) the general
sensibility
of the “psycho-economy” themes grew. The big step, if we want the great
cultural change on social security issues, policy makers acting in the context of
complementary pensions should realize that our actions are not rational.
All cheap models are to be reassigned to the real world. We listen to the real nature of
man, abandon the perfection of "theories" and rely on the evidence and learn to give
weight to irrationality and even to details. Sometimes we make "irrational" decisions,
casting, without understanding the reason. According to a new search, however, behind
those choices would not hide anything unreasonable, indeed: it would be a mathematical
calculation unknowing to determine the astonishing choices of humans.
Two researchers, Jerome Busemeyer and Zheng Wang of Indiana University and Ohio State
University, have proposed applying quantum theory to psychology: their studies suggest
that thinking in a "quantum" manner, not following the conventional approach based on
classical theory of Probability, can make important decisions, even when everything
around us is uncertain and we are not sure of either of the other options.
If quantum physics has to do with the concept of ambiguity (the state of a particle in
particular, the energy it contains, the place it occupies are all uncertain variants that need
to be calculated), likewise the quantum theory applied to the mind Humanity is
confronted with ambiguity and uncertainty. Sometimes we do not feel safe; we do not
know whether to choose one or the other alternative, maybe we're based on limited
information . "
"Our convictions do not go from one condition to another, as classical theories are
foreseen," the scholar continues. "We often experience a feeling of uncertainty over
various conditions simultaneously." Following the quantum theory, the mind could move
from one state to another, from one option to another, even when immersed in a climate
of general insecurity.
Once you have chosen, other alternatives would fall. Quantum Cognition is based on the
idea that human judgments are based on indefinite states that affect each other and do
not obey classical probability. According to the idea of quantum mechanics, there would
be a time before the choice in which there is a superposition of states.
The concept of superposition of states was spelled out by Shrödinger in a famous mental
experiment in which a cat and a poison vial were put in the same box: no external
observer could actually claim that the cat was alive or dead until the box came open. In
practice, the cat can be considered as being alive and dead at the time of opening the box,
or at the time of observation... This means that before deciding, all possible choices
coexist in our minds.
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When the subject decides, it is said that the system 'collapses'. This means that only one
of the possible alternatives will be the one that will be actually chosen, while the other,
coexisting in the system, will not be present in the final choice. But research does not
want to study the brain as if it were a computer capable of quantum calculations: it wants
to observe how abstract mathematical principles apply to human behavior. "Behavioral
sciences use a lot of probability models, for example, we wonder what the likelihood that
a person will act in a certain way or make a certain decision, but traditional patterns,
based on classical probability theory, are not enough."
The perception of reality is a mix of objective knowledge and subjective experiences. In
sense neurobiological, in fact, the feeling of being in reality depends on neuronal circuits
that connect the cerebral cortex (perception-cognition), i.e., precisely, to the "center of
emotions": this means that we have a sense of reality because we have emotions that
classify and order our perceptions and knowledge in relation to a sort of affective
hierarchy.
The illusion of being bearers of truth exclusivity is a symptom of a vision of reality much
more distorted than you can imagine. The currents of thought more open and less to
cultural constraints classics, instead see in truth a subjective perception, and then strip.
The expression "truth does not exist but many truths", leaves me baffled at a first
reading. It is necessary to get used, before accepting this affirmation, to recognize the
relativity of thought.
What we are and what we would like to be continually changing the theater of our
existence, make us choose actors and extras, make us move on the stage of life. Stretched
between a script to be followed and the purpose to obtain a favorable review, we assume
each time different roles and interpret creatively our days to produce emotions worthy of
being lived.
When a stimulus activates our emotional side, this starts above (produces projections)
until becoming the object stimulating the more rewarding the more it will be able to
approach the ideal image that we have created in our minds. As it will be much more
source of disharmony (points dystonic) the more we will perceive our real image as a
situation binding and frustrating because too far away from our dreams.
How do we influence by advertising and the image of a brand in our purchases? Our
choices perhaps do not depend for the most part by a real assessment of the product but
from our convictions derived from techniques of persuasion and reputation built by brand,
probably even without realizing. The techniques of persuasion are in fact designed to act
in a manner very thin on our psyche and on our decisions of consumption and orientate a
large part of our decisions on vast fields, in particular in the choices of pulse.
The consumer chooses, buy and consume a given product also because it knows the brand
and this differentiates it from the competition. The consumer will recognize in the brand,
in its principles and feel in a certain way represented by it. The brand therefore impinges a
lot in choosing a product and advertising plays a fundamental role in the construction of
these aspects.
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Let us make excite. The advertising acts in a particular way on our emotions and on our
irrational part in order to increase the conversion rate, i.e. the purchase of a product of a
certain brand. In the purchase and then intervenes not only our need of that product indeed in reality it is often needs induced - but the feeling and the idea of ourselves that
arouses that particular object/service.
The persuasion operates through 4 steps:
1. Creation of desire, induced by the action on our emotions and often from the need for
a sense of belonging to a specific community;
2. Rational justification: that object not we really need but we try in a rational way its
usefulness for our situation. The advertising then acts on validate and reinforce a decision
that has already been taken into reality by the customer because what we really is only to
be reassured on having done a right choice trusting the product of that brand. The
advertising must therefore indicate the positive characteristics of the product and to
anticipate the questions and concerns of the customer;
3. The creation of a sense of urgency: it is important that people perceive the hurry to
make the purchase of that product, of that specific brand in that moment. On this acts the
perception that many other people are pointing to the same product, its scarcity and the
possibility of having it in a short time;
4. Removal of deterrents: The product must be able to be purchased quickly and
smoothly in order not to doubt or difficulty that they discourage;
Our will and our real needs and demands therefore play a marginal role in the process of
choosing a particular brand. The excitement, the reputation of the brand and the sense of
belonging that creates the possessing of a certain object play all a predominant role and
psychology makes then the mistress.
Another aspect to be considered is the government of uncertainty . Reminds us that
almost all the things that happen in the real world are uncertain and that we must learn to
cope with this fact, rather than deny it. The renounce the illusion of certainty allows us to
enjoy the complexity of the world in which we live and to explore.
There are two important elements for understanding this dynamic of uncertainty: from
one side the unpredictability of certain key elements of the mechanism of collective
decision because of insufficient information that there are "from future" through the
expectations; on the other hand the fact that the psychology of economic operators
impels them to behavior which is not fully rational, which only recently have been
discovered and placed in relief from the behavioral economics but to which has not been
found (still) remedy.
The bases of both of these elements, poor predictability and deviation from rationality,
are essentially linked to the nature of the cognitive processes and social standards.Human
beings have never resigned of all to live in a world that is uncertain. In the past it appealed
to divination, reading the signs of the future. From the seventeenth century the birth of
the calculus of probability has provided a "logic of uncertain", freeing us from the need of
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certainty and from the yoke of the authorities who wanted, in various capacities, to be
custodian of the truth.
After the "avalanche of numbers nineteenth century", i.e. with the use of numerical data
not only to "get" in situations of uncertainty but also to venture explanations and to
make predictions about the future, Laws" of statistics were considered, just like those of
nature, tools of scientific analysis of the social and economic reality.
The statistics enable, if desired, to lie, saying the truth. Are numbers which have not
intentions or feelings, in the hands of human beings having intentions and feelings (not
always benevolent) and so as not the knife that kills but the person who uses it. Not the
numbers are lying, but those who are using them lie or tell the truth.

Conclusion
If the real image is the fruit of our emotions, i.e. exists because us so we perceive, it is
equally true that we can act to change it. Not with the logic and the "Willpower” but trying
to reduce the conflict that is in us. We can therefore understand how the dialog with our
unconscious becomes crucial to find harmony. Because found the alliance with our
unconscious, we can change the reality.
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Abstract: This paper’s main intention is to contribute a comparative study of
entrepreneurship literature. More specifically, attention is provided to concentrate
towards the entrepreneurship practices of developing economy. In analysing
entrepreneurship literature for food industry the concept of food adulteration is
introduced. Food adulteration is considered to be a national problem for
Bangladesh (developing economy). It is considered food adulteration acts
(institutions) in Bangladesh to be very old, which lowers the effectiveness of law
against the situation and thus the ill-practitioners (unproductive and destructive
entrepreneurs) are getting away with the crime committed. Suggestion of time to
time revision of the food adulteration act considering the current situation would
assist to handle the situation better, yet all the steps taken to tackle the situation
has failed and food adulteration is named as “silent killer” for the society (Daily Sun,
2012 and The Daily Star, 2012). The paper also identifies innovative, productive and
ethical entrepreneurship practices can be beneficial for both social and economic
development of a country; hence attempts to search for evidence to provide
solution for food adulteration crisis through the same entrepreneurial approach.
Keywords: Entrepreneurship; productive entreprenruship; innovation, food
adulteration; developing economy.
JEL classification: L26

Introduction
In Bangladesh, social media, daily newspapers, television channels consistently show that
various hazardous chemicals (e.g. sodium cyclamate, calcium carbide, formalin, and
cyanide, etc.) are mixed with or added to foods and foodstuffs and these chemicals are
12
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very dangerous to humans. Yet, determining the best way to influence consumers to
consume more healthy foods is challenging (Ahmed, 2012 and Hossain, 2011).
Furthermore, literature from Saguy and Sirotinskaya (2014) suggests to entrepreneurs
(mainly small and medium size) of Bangladesh’s food industry struggles to compete in an
innovative environment. Especially in regards to new product development and innovative
approaches of operation, which considers that social responsibilities benefiting both
industry and the firms. Whereas studies of entrepreneurship claims that firms which are
involved in innovation are less likely to be involved in food adulteration. As a result,
researcher intends to investigate the situation from entrepreneurship point of view.
It is evident that the current regulations, media coverage and other approaches against
the food adulteration have not been successful in bringing the rate down; hence the
researcher believes a social awareness approach (business model) with business
ethics/moral in the heart of it could be the vehicle for the society to establish sustainable
food safety in the country.

1. Comparative Literature Review
1.1 Entrepreneur and Entrepreneurship
According to scholars the major obstacle in creating a conceptual framework for the
entrepreneurship field has been its definition (Shane and Venkataraman, 2000). Up until
now, most researchers have defined the field of entrepreneurship merely in terms of who
the entrepreneur is and what he or she does. The drawback of this approach is that
entrepreneurship involves the connection of two phenomena: a) the presence of lucrative
opportunities and b) the presence of enterprising individuals (Venkataraman, 1997, cited
by Shane and Venkataraman, 2000). Hence, by defining the field of entrepreneurship in
terms of the individual alone, many entrepreneurship researchers have communicated
incomplete definitions that do not endure the scrutiny of other scholars (Gartner, 1988,
cited by Shane and Venkataraman, 2000).
Furthermore, there is no specific number identified in relation to how many people in the
society engage in an entrepreneurial behaviour. Though research suggests the number
may vary between 20 percent to over 50 percent people from the population (Shane and
Venkataraman, 2000). However, in regards to number of entrepreneurs in economy
Baumol (1990) assumed that the supply of entrepreneurship in an economy is continuous,
but argued that outcomes may contrast intensely depending on which kind of
entrepreneurial activity—productive, unproductive, or destructive—the institutional
matrix incentivises (Bjørnskov and Foss, 2016). As research suggests large and diverse
group of people are engaged in entrepreneurial behaviour, it makes it even more difficult
to establish or identify how many of them are essentially contributing toward the society
with a positive impact and study of productive, unproductive and destructive
entrepreneurship has been introduced since.
Moreover, entrepreneurship literature suggests societies often encourage
entrepreneurship for its social and economic benefits, such as innovation, job creation and
new products and services that increase market choices. Entrepreneurship also benefits
the individual with entrepreneurial behaviour or groups, offering creativity and problem
191

solving that can enhance quality of life. Entrepreneurship is not restricted within the
boundary of new firms or SMEs with profit motives; it can be viewed more largely as
problem solving mechanism. In addition to these, whether entrepreneurship is productive
and adds value to society or unproductive and rent seeking depends on the incentives
shaped by the institutional environment (Bradley and Klein, 2016).
1.2 Entrepreneurship and innovation in developing economy
Yunus (2006) in his lecture of Nobel price further argued that by re-defining the
entrepreneur in a broader way “we can change the character of capitalism radically, and
solve many of the unresolved social and economic problems within the scope of the free
market. Let us imagine an entrepreneur who, instead of having a single source of
motivation (such as maximising profit), now has two sources of motivation, which are
mutually exclusive, but equally compelling: a) maximisation of profit, and b) doing good to
people and the world. Each type of motivation will lead to a separate kind of business. Let
us call the first type of business a profit-maximising business and the second type of
business as a social business”.
In a recent research Ghalib, Hossain and Arun (2009) looked into a particular sector; dairy
industry. Dairy industry is also a significant part of child and general food sector
throughout the globe, as product ranges in this industry from milk, butter, cheese, ice
cream, ghee, beverages milk powder and many others. Hence researcher reflected on the
example for current case (child food adulteration) in consideration.
Gujarat Cooperative Milk Marketing Federation (GCMMF) is India’s largest food products
marketing organisation. It is a body of milk cooperatives in the state-level of India, 2.7
million farmers are members of this body who are managed by GCMMF, the main aim of
the cooperative is to provide remunerative returns to farmers while serving the interests
of consumers by providing quality products. Under the brand name of ‘Amul’ the
corporation have multiple products like milk, butter, ghee, cheese, ice cream, beverages,
milk powder and pizza. Through significant reduction of presence of rent-seeking
middlemen from dairy business in India, the Amul model has become a unique model of
cooperative development. Through its model Amul has empowered farmers through skills
of processing, procurement, marketing and recently of being in direct contact with the
customer of their (farmer) products through retailing (Kurien, 2004 cited by Ghalib,
Hossain and Arun, 2009).
In contrast in Bangladesh majority of the firms or organisations in the child food industry
are privately owned and as the economy of the country is currently going through
economic development, fundamentally majority of these organisations in the sector are
commercially motivated to achieve financial gains. Furthermore, for their fundamental
purpose of commercially driven motivation may have driven them towards food
adulteration in child food industry to achieve financial gains. Ghalib, Hossain and Arun’s
(2009) work provides the impression that an innovative model adoption improves
standard or quality of product and that is the expected social impact.
In order to be innovative an organisation or entrepreneur has to go through a process of
innovation. Kemp et al. (2003, cited by Lopez, 2006) proposed a 4 stage innovation
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process (see figure 1) which can be adopted by any organisation irrespective to the sector
or industry they are operating.
In the first stage of Kemp et al. (2003, cited by Lopez, 2006) innovation process, the
organisation or entrepreneur has a decision to make, whether to allocate financial and
human resources to innovation activities or not. In the second stage of the process, based
on allocated recourses the process will provide a measure of the intensity of these
activities at the firm level. In the third stage, it is expected the firm will receive innovative
output based on the allocation and activities from stage 1 and 2 respectively. The
innovative output could be a process or product innovations related to the firm’s
innovation intensity or intentions at the first place. Finally, the firm’s performance should
be related to the innovative output in the final stage (stage 4) of the process.

Figure 1: The innovation process and firm performance (Source: Kemp et al.2003, cited by Lopez, 2006)

In the study of innovation and productivity of firms in developing countries Lopez (2006)
found, large organisations or entrepreneurs are more motivated to engage in innovation
activities and to contribute innovations to the market, where skilled labour have a
significant and positive impact on the probability for these firms in undertaking innovation
activities and becoming successful eventually. In contrast, it is important to note, in case
of child food industry of Bangladesh, firm sizes could be a drawback. As majority of the
firms in the industry are expected to be small entrepreneurs and may lack in skills or
knowledge.
Furthermore Lopez (2006) identified performing in house innovation activities improves
the likelihood of becoming an innovator. In doing so the entrepreneur has to identify
whether they have the resources to run or operate the innovation activities internally,
rather than outsourcing the process of innovation.
Finally, the research concluded that innovative entrepreneurs performed better than noninnovative entrepreneurs in terms of labour productivity. Moreover, innovating jointly
with labour skills is the main element of firms’ productivity (Lopez, 2006).
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Alongside non-innovative intentions industries in developing countries encounters other
drawbacks from the entrepreneurs of the sector. Research suggests one of the major
obstacles for firms to become innovative is corruption. It is evident entrepreneurs from
the countries of developing economy are more likely to engage in corruption compared to
entrepreneurs operating in a developed economy. Tonoyan et al. (2010) suggested
preconditions which should be considered in countries of the developing economy to
reduce corruption. According the (Tonoyan et al., 2010) research effective
institutionalisation of the legal and financial frameworks is fundamental in reducing
corruption in developing economy. It is mentioned earlier in this current research that,
legal and financial framework in the food industry is not effectively established in
Bangladesh yet.
1.3 Innovation in food industry
According to Saguy and Sirotinskaya (2014) in their study on entrepreneurs (mainly small
and medium size) of Bangladesh’s food industry struggles to compete in an innovative
environment, especially in regards to new product development and innovative
approaches of operation, which considers social responsibilities benefiting both industry
and the firms.
In dealing with such vulnerable environment Earle’s (1997) work suggests innovation in
the food industry should combines technological innovation with social and cultural
innovation. The innovation should occur throughout the entire food system; including
production, harvesting, primary and secondary processing, manufacturing and distribution
(e.g., producer, seller, wholesaler, retailer, importer and others). If innovation can be
approached and established in such level ultimately a new and/or improved consumer
product and service can be sustained. In supporting Earle’s suggestions Sarkar and Costa
(2008) mentioned evidences of societies driving the food industry to open up to external
sources of knowledge in order to establish successful new products and technologies.
There are multiple areas where innovation can be incorporated in food industry.
Innovations can be focused or targeted in areas of food technology, for instance new
product development, process engineering, consumer needs or food qualities, if
sustainable innovation can be achieved in one area of food industry or food system,
positive impact or change can be expected from other sections or areas of the system. For
example if sustainable innovation in new healthy child food (new product development)
can be achieved that may influence in consumer eating patterns and in general social and
cultural areas. Hence it is suggested that food industry innovation strategies need to be
considering on the total mechanism or impact in the food system and concerned not only
with the technological changes but also with the social and environmental changes, so as
to produce food that satisfies the nutritional, personal and social needs and wants of all
communities (Earle, 1997).
In a more recent study with twelve food-manufacturing companies in six European
countries focusing on ways these firms in food industry innovates found their motivations,
and their emphasis is on product or process innovation. The study further suggested that
the traditional “demand-pull” versus “technology-push” versus “a mixture of both” debate
is too simplistic. Firms behave differently depending on their dominant “orientations”
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towards the process, the product, or the market, the types of market they supply,
company size, the nature of their ownership (public, private, co-operative), market size
and scope (Traill and Meulenberg, 2002).
1.4 Entrepreneurship in food industry
Majority of the enterprises in the food sector of Bangladesh are private. It is often
expected that entrepreneurship and innovation are bonded habitually, especially when
the enterprise is private. However, Hobsbawm (1969, cited by Baumol, 1990, p. 893) had a
different idea, according to Hobsbawm, “It is often assumed that an economy of private
enterprise has an automatic bias towards innovation, but this is not so. It has a bias only
towards profit.”
Baumol’s (1990) and Sauka’s (2008) studied on entrepreneurship where the researchers
categories activities of entrepreneurs into three categories; productive, unproductive and
destructive. According to researches an entrepreneur can be productive or have
productive contribution towards the society and economy through innovation. Whereas
unproductive and destructive entrepreneurs will practice unproductive activities like rent
seeking, corruption and organised crime. Furthermore, unproductive enterprises or
entrepreneurs constitute major threat to productive entrepreneurship.
Sauka (2008) defined productive entrepreneurship as “simply, to any activity that
contributes directly or indirectly to net output of the economy or to the capacity to
produce additional output (Baumol, 1993 cited by Sauka, 2008).” Innovation in this case is
given as an example of productive contribution from entrepreneurs. Innovation is also
referred as ‘productive entrepreneurship’ as the discovery of new attributes,
opportunities (Foss and Foss, 2002 cited by Sauka, 2008).
In the contrary Sauka (2008) defined unproductive and destructive entrepreneurship as,
entrepreneurial actions those are not desirable can be considered as unproductive or
destructive. Because not necessarily all action of entrepreneurs will be desirable. In fact in
reality, an entrepreneur makes no productive contribution to the real output of an
economy, and in some cases even plays a destructive role (Baumol, 1990).
The food (child) industry in Bangladesh is a bare reflection of this scenario, where a large
number or entrepreneurs are either unproductive or destructive. And again financial gain
can be the focal point for entrepreneurs to become unproductive in this sector.
Furthermore, researcher of this proposed project assumes unproductive activities like rent
seeking, corruption and organised crime are to be dominant in the industry. In relation to
guiding entrepreneurs to become productive, Baumol (1990) suggested if efforts are given
to adopt social objectives it is much easier for the entrepreneur to become productive.
According to Sauka (2008) for entrepreneurs to become productive, it is important to
welcome entrepreneurial behaviour. Literature on entrepreneurship and entrepreneurial
behaviour suggests number of actions which can be considered as entrepreneurial; for
instance, proactive behaviour, risk-taking, the development of new products and markets,
start-up of new organisation and growth in existing ones. Literature also suggests majority
of the actions mentioned here, may get influenced by external environments.
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Furthermore, Sauka’s (2008) research also found corporately larger SMEs are more
productive as an organisation, as entrepreneurs in the organisation have higher level of
education. This finding is connected with H3 and H6 of the proposed research, where
researcher assumed lack of education, understanding and awareness of the food handlers
in the country. If the hypothesises are proven correct, researcher would give emphasise
on bringing the results into the framework intended to be developed from this research.

Conclusion
A recent study among food consumer, producer and seller in Bangladesh shows 93.7%
consumers are aware that various food and foodstuff in Bangladesh contains hazardous
chemicals. More surprisingly 95.5% of these consumers are aware these adulterated food
and foodstuffs are harmful to their health (Hossain, Heinonen and Islam, 2008). However,
Huda, Muzaffar, and Ahmed (2009) believe this food adulteration is a major problem
especially in the urban cities of the country and raises major health concerns for urban
citizens of Bangladesh.
This article found evidence that if an innovative approach (mechanism) can be established
among the entrepreneurs in the industry it will enable firms or entrepreneurs to become
productive. Nevertheless, entrepreneurs need to be embracing entrepreneurial behaviour
to become productive. It is pivotal to know that many organisations embraces
entrepreneurial behaviour as they identify opportunity of growth through this approach
and regrettably becomes active in rent-seeking exercise. As a result it is also very
important for entrepreneurs in the industry to understand the expectation and notion of
entrepreneurial behaviour leading to productive entrepreneurs and innovators.
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Abstract: When speaking about the total number of highly educated individuals’
migration, it is easy to spot that it is rapidly increasing. The brain drain issues should be
taken very seriously especially in under developed and in the developing countries,
knowing that the human capital is globally mobile and that highly educated individuals
can without any issues market their knowledge around the globe. Dealing with it requires
a carefully tailored strategy for these countries, which are suffering from severe human
capital losses on annual basis. Since the labour markets of today are highly competitive, it
is necessary for these countries to secure good advancement and doing business
opportunities. The purpose of this research is to provide an insight into the key propulsive
factors and potential consequences caused by the brain drain. The method used in order
to conduct the research was a carefully designed questionnaire taken by the date subject
enrolled at the third and fourth years of state governed and privately owned universities.
This research shows that one of the key reasons for brain drain in underdeveloped and in
the developing countries is shortage of further educational advancement opportunities.
Keywords: brain drain, family income, higher education, students
JEL classification: J 24 Human Capital: Skills; Occupational choice; Labour Productivity

Introduction
The term “brain drain” appeared in the report of the London Royal Society in the year of 1963,
in order to describe exodus of British scientists to the United States [Avveduto & Brandi, 2004].
The term brain drain designates the international transfer of resources in the form of human
capital and mainly applies to the migration of relatively highly educated individuals from
12
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developing to developed countries [Beineet al., 2008]. Human capital is an aggregate that
outlines skills gained by certain individuals in terms of productive capacity [Heckman et al.,
2006]. While the size of human outflow is easily and objectively measurable, it is more difficult
to analyze the human capital embodied in it [Becker et al., 2004]. According to Docquier, Lohest
and Marfouk (2007) the term is commonly used to describe migrations of engineers, physicians,
scientists, and other very high–skilled professionals with university training. The migration
pressure has increased over the last years and is expected to intensify in the coming decades
given the rising gap in wages and the differing demographic futures in developed and
developing countries [Docquier, 2006].It is very important to mention that the brain drain
problems have always been under the scope of controversy. Brain drain has always been a
commonly accepted concern, especially for small countries where highly educated emigration
rates are high. Rizvi (2005) suggest that the most of the recent discussions concerning brain
drain have focused on its unfavourable economic impact on developing countries, particularly
in the fields of science and technology. “When both receiving and sending economies benefit
from brain drain migration, it is possible that the more advanced economy benefits more from
this process and for world inequality to increase as a result” [Mountford & Rapoport, 2007]. In
a global economy which relies itself mostly upon information, rather than natural resources, it
is very important for under developed and the developing countries to be able to control or at
least monitor human capital outflows. Unfortunately, in most cases, due to shortage of
technological solutions and the lack of financial resources they are not able to do so, although
they would probably benefit the most out of it. Due to ferocious global fight for talent, it is very
difficult to keep up with developed countries, which are always on the quest for “best and
brightest” minds from all sorts of scientific fields.
For students who have tendencies towards migrating after they graduate, it is very important to
be able to speak at least one foreign language. “English will be the language of the ‘globalised’
world” [Straubhaar, 2000].
The main hypothesis of the research relates itself to the relatively low total family incomes and
their influence on students’ decision whether to migrate, or stay in the country of origin after
they graduate. When dealing with brain drain issues, like the Republic of Serbia has been, it is
very important to identify what the key propulsive factors that indicate certain ways of
demographic changes are. In spite of wide spread information on brain drain in the Republic of
Serbia, there is a need for precise statistical analysis in order to quantify the phenomenon and
identify possible solutions to deal with it.
The importance of this paper lays in the contemporary data collected during academic year of
2017. The paper itself will try to depict current tendencies of the third and fourth year students
involved in the higher education process.
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1. Methodology
The research was carried out in Novi Sad, Republic of Serbia, Budapest, Hungary and Zagreb,
Croatia.
The focus group of the implemented research was constituted of the third and fourth year
students. Students from 17 different university departments, who are enrolled in the fourth
and third year of bachelor studies, were asked to fulfil the survey while still involved in the
higher education process within the Republic of Serbia.
They were asked various question related to the topic of brain drain. The questions were close
– end and open – end depending on the required information. The survey was administered at
the start of the second semester, because the total number of students is much higher on
lectures. After collecting the surveys, the data collected were tabled in Windows Excel program
in uniquely created table for data import, which allowed us use them later in SPSS quantitative
data analysis program. Due to the importance of analyzed subject, we have used multiple
methodological approaches in order to complete basic methodological approaches such as
objectivity and reliability.
A total of 743 questionnaires were given back, representing a 96% response rate among
students in attendance at the scheduled lecture at which survey was conducted.

2. Results
The hypothesis refers to the correlation between the total family incomes and students’
aspirations towards migration after they graduate. On the basis of the Chi-Square Test of
Independence which helped us to determine whether there is a correlation between total
family incomes and students aspirations toward migration, it has been concluded that there is
not a significant correlation between these two variables (χ2 = 5,52; df = 3; p = 0,137). At this
point it is possible to emphasize that relatively low total family incomes are not the only
propulsive factor for students to consider leaving the country of origin after they gain a certain
academic title. When it comes to highly educated, able – bodied individuals it is important to
mention that the overall conditions which refer to the better possibilities for self –
development, better technological solutions, knowledge transfer etc. could be the additional
key reasons for them to abandon the country of origin. With them leaving, countries’ overall
economic progress will be slowed down, since the demand for highly educated, young
individuals is always high, especially in under developed and in the developing countries. It is
possible to conclude that the hypothesis is proven to be correct, since the current financial
state is not the only propulsive factor for student to consider moving abroad after they
graduate.
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Graphic 1. Overall grade of further self – development opportunities by the surveyed students
Source: Calculation made on the research basis.

The chart shown clearly depicts and contributes to proving earlier exposed facts. Due to
shortage of further advancement opportunities, underdeveloped and the developing countries
will suffer huge losses of human potential. 332 data subjects have graded the self –
development opportunities relatively bad in comparison to these in developed countries.
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Graphic 2. Better educational conditions as one of the key reasons of potential migration
Source: Calculation made on the research basis.

The graphic shown, clearly depicts that out of 743 data subjects, 426 consider better
educational conditions one of the key reasons when it comes to making the decision whether
to migrate or stay in the country of origin.
What also favours above showed results is the fact, that almost all of the data subject can speak
at least one language, besides their mother tongue. English is the most common one as a first
foreign language, which is spoken by 690 data subjects.
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Source: Calculation made on the research basis.

What is also important to mention is the fact, that 127 data subject, have gained internationally
accepted language certificates from some of the languages?

yes
22%

no
78%

Graphic 4. Language certificates
Source: Calculation made on the research basis.

Conclusion
There are numerous reasons and propulsive factors which can be considered as the key ones
when migrations are involved. By analyzing total family incomes and students’ aspirations
toward migration as a result of low total family incomes, it has been shown that there is not a
significant correlation between those factors. On the other hand, it has been seen that there
are other propulsive factor that indicate student’s aspiration toward migration and should be
reconsider by the policy makers in the future. Those factors mainly relate to the better
advancement and better business opportunities. By securing these, negative tendencies and
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aspirations towards migration, due to insufficient opportunities for further self – development,
certain changes can be made on this field. Those changes would boost national economies
overall progress, which can be seen through new models of knowledge, based economy and
will secure better future for the country itself and the people within it. If under developed and
developing countries fail to address these issues in time, they will suffer major consequences in
terms of further economy and society development.
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Abstract: Rather regularly used nowadays, the idiom work-life balance (WLB)
proves to be an important phenomenon surpassing the simple prioritization
between work and personal life. Aware of the great mental, biological,
psychological, social and even economic impact that it has on each person, quite a
few companies began developing WLB initiatives. However, it is unlikely to register
many employees considering them, given the fact that those taking advantage of
the WLB programs are generally perceived as not committed to the organization
and therefore not deserving promotion. Hence, we plead for providing from an
early stage (even the very first cycles of schooling), some educational programs
focused on the key elements that drive a healthy balance between work and private
life. This way, awareness of work-life balance would be raised and future employees
would know how to use it in both their and their company’s advantage.
Keywords: work-life balance; education; organizational wellbeing; organizational
effectiveness.
JEL classification: I12; 126; I31; J22.

Introduction
Coined in 1986, in USA, the work-life balance concept is nowadays a common expression
meaning something different for each individual. This is due to personality traits, personal
circumstances, gender differences and other cultural and demographic variables
[Fleetwood, 2007]. According to Igret et al. [2016, pp.12], “work-life balance does not
mean we all must have an equal balance. We all interpret the concept differently and have
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certain expectations […] that vary over time and circumstances. ”Moreover, work-life
balance is ultimately each individual’s ability to maintain such stability between work and
life that enables him to be dynamic and productive at work and, at the same time, have a
healthy personal life [Mehta, 2014]. In other words, whenever a work-life balance occurs,
the employer works “constructively with employees to put in place arrangements, which
take into account the needs of the business as well as the non-working aspects of
employee’s lives” [Barrera, 2007, pp.20].
There are a considerable number of studies focused on framing the factors altering the
work-life balance. These resulted in identifying three main categories such as social (or
societal) factors, individual factors and organizational factors. Thus, as far as the social
factors are brought into discussion, age, gender, religion, education, income, family, life
partner, etc. are equally viewed as potential triggering factors. As for the individual
factors, being a matter of personal perception [Swami, 2007], work-life balance is strongly
related to each individual’s personality [Robbins and Judge, 2011; Costa and McCrae,
2001; Wayne et al., 2004; Devados and Minnie, 2013]. For example, extraversion was
found to facilitate the balance between work and family, and openness to catalyze
positivity in the work place, the latter being far more sensitive when neuroticism occurs.
The quality of work-life is also positively associated with emotional intelligence [Dulewicz
et al., 2003], given the high role played by managers in encouraging employees to care
about work-life balance while fulfilling their work-related goals [Alam, 2009]. Last, but not
least, an important category of influencing factors is the organizational one. Here are
included (flexible) work arrangements, work-life policies and programs, use of technology,
level of job stress etc., in one word the type of organizational culture [Bell et al., 2012].
Even if still strongly countered by inertial managers and organizations in general, there are
studies proving that productivity, performance, retention, job satisfaction, absenteeism,
and work-life conflicts are highly influenced by flexible and foreseeable schedule, and
shorter working hours [Baltes et al., 1999; O’Driscoll et al., 2003].
There are also studies showing that supervisor’s support reduces stress and conflicts
[Warner and Hausdorf, 2009], and implicitly sustains the work-life balance by encouraging
employees taking advantage of the company’s WLB initiatives. Otherwise, WLB policies
are strongly associated with a negative career impact [Kirby and Krone, 2002], as coworkers generally perceive the employees considering WLB as less committed to the
company and less ambitious, and therefore not deserving to be promoted since they do
not put in the same effort [Rogier and Padget, 2004]. As a consequence, companies’ WLB
initiatives may cause injuries for both categories of employees: those not taking advantage
of them become angry and perform worse, making their own justice, while those who
benefit of them feel depressed and under-rewarded [Hegtvedt and Clay-Warner, 2002].
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This can go no longer, and the solution comes not only from the organizations’ part, but
also from the educational sector, in general. The companies’ contribution should consist in
providing employees the proper support and encouragement, together with flexible
schedule and customized evaluation; and some of them really strive to fulfil their part with
good faith. However, we believe that work-life balance education should be introduced in
universities as well in order to prepare students for their future employment.
Such a program would be useful for young employees all over the world, since each
individual could assess and achieve his own work-life balance. Awareness of work-life
benefits would be raised and employees would learn how to deal with stress, no matter if
it is the work or home stress. Developing a better work-life balance would start an
important chain reaction: increased level of employees’ wellbeing leading to increased
employees’ performance leading to organization’s increased productivity.
Consequently, one can conclude that WLB is an important phenomenon that surpasses the
simple prioritization between work and personal life, as it impacts not only the individual’s
attitude, behaviour, and own wellbeing, but also the organization’s effectiveness and
success on the long run [Eby et al., 2005].

1. Methodology
Aiming to better understand the experiences and views on work-life balance of Romanian
employees who work in multinational enterprises, the present research gathered a
number of 128 respondents by means of convenient sampling and snowball effect
sampling technique. Due to the sampling techniques used, the identity of companies
participating in the survey is impossible to find, and therefore anonymity is assured.
Since the targeted segment has access to the Internet, and data gathering is fast, accurate
and cost effective, the method chose was the online survey. For that, a structured
questionnaire consisting of 56 questions with preset answers was designed.
Although the research was thoughtfully prepared, some limitations still occurred. On the
one hand, the sample was relatively small compared to the big population. On the other
hand, being gathered through a non-probabilistic method, the sample could prove a
propensity of answers coming from a too small number of multinational organizations,
thus the generalization degree is medium.
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2. Outcomes of the research
As figure 1 show, the age of respondents was predominantly between 20 and 25 years old
(66%), only 26% reporting ages between 26-30 years, 5% between 31-35 years old, 1%
under 20 years old and 0.5% over 40 years.

Figure 1 Distribution on age, gender, education and awareness of WLB programs existence

Considering that what is commonly called generation Y broadly comprises individuals aged
between 20-30 years old, and given the demographic structure revealed by figure 1, the
majority of respondents (over 90%) belong to Millennials (Generation Y). This delimitation
is important for the research because the perception of work, family, leisure activities, and
also the behaviours and attitudes toward them differ across generations. Since such a
large percent of respondents corresponds to the Generation Y, the study becomes
relevant especially for its perspective. Additionally, given the lack of interest shown to the
conducted study, it could also be concluded that baby boomers and the generation X hold
the higher-level positions in their organizations, hence their non-involvement into WLB
programs.
A rather uneven distribution is observed in respondents’ gender, as well: 61% are female
and only 39% are male. This is not a huge surprise considering the essential role that
women have in founding a family and raising children (figure 1).
As per education level, responses reflect a huge majority of high level studies, as
following: 69% - master degree, 22% - bachelor degree, and 9% - only the baccalaureate.
The above outcome (graduating the faculty), is strongly connected with the regular
requirement of multinational companies when considering potential employees.
Therefore, we can state that our respondents are predominantly young (women) faculty
(master) graduate.
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Related to their awareness of WLB programs in organization, less than half responded
affirmative (45%), while 31% thought that there might be work-life balance programs in
their organization but they were not aware of them and another 24% of respondents
declared that there are no work-life balance programs running in the company.
However, out of the 45% of people sustaining the existence of WLB programs in their
organizations, only a very small number (35%) benefited from them (figure 2). The simple
explanation of this situation is fear: fear of being judged by colleagues and superiors as
less loyal and committed and therefore not being promoted or fairly rewarded.

Figure 2 Taking advantages of work-life programs

Under these circumstances, there is no surprise that most employees frequently think
about their job, this fact causing a higher level of stress (figure 3). Whether they manage
or not to finish their work in time, their impossibility to disconnect and have a private time
leads to stress and anxiety, this negatively impacting their capacity of further working
efficiently.

Figure 3 Declared levels of stress and connection to job

The hardest aspect in balancing work and private life is dealing with the conflicting
situations between the two of them. Figure 4 shows that Romanian employees working in
multinational companies are not confident when it comes to managing conflicting
situations: only 30 people (23%) declared they manage well a conflicting situation
between work and life, 60 (47%) rather hesitating in this respect, and 38 (30%) of the
respondents have serious doubts regarding their capacity of balancing work and life. As
seen in figure 4 as well, the tendency is similar in case of dealing with a singular or
multiple conflicts and challenges. In order to find the correlation between the two
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statements, a correlation analysis was performed based on the received answers. The
resulted correlation is 99% so that it could be concluded that irrespective of the number of
employees involved in the conflicting situation, generally, they will have difficulties in
managing it.
Genuine appreciation and positive feedback grow employees, driving them to do their
best work. It generally matters more than money. The situation perceived by the
respondents is reflected in figure 5 where 66 respondents (52%) show being appreciated
at work for their efforts, 33% not so obviously appreciated (but still they do not feel
unappreciated), and 15% considers that their efforts are rarely or never appreciated.
Accordingly, the same number of respondents (52%) gets what was promised to them (be
it a salary raise, a new position, training etc.), and just 12% of the respondents had the
unpleasant experience to not receive what was promised.

Figure 4 Statements about conflict between the work and life domain

When it comes to work satisfaction, answers are rather symmetrical, in the sense that the
percent of those feeling they are accomplished (28%) is almost the same with those who
do not (30%). Also, surprisingly, 54 respondents (42%) cannot decide if they feel
accomplished or satisfied.
We can correlate this with the demographic segmentation of the respondents (above 90%
of the respondents are Generation Y representatives). Thus, the fact that almost one third
of the respondents do not feel accomplished can be explained by the fact that they are
still young professionals at the beginning of their working career. It is highly probable that
they have not found the field in which they want to activate. On the other hand,
Millennials are impatient and eager to see results. Only 44% of the respondents consider
having good chances for promotion, 37% do not possess clear information and do not
know if they will be promoted and 19% do not consider having chances to be promoted.
As promotions reflect appreciation and that the employee is capable and has the
knowledge to be set forth, fair yearly promotions in multinational organizations increase
the loyalty and engagement of the employees.
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Figure 5 Statements regarding accomplishments at work

Conclusions
On the one hand, we suggest organizations should continue developing flexible
arrangements and also encouraging their utilization. Since WLB programs were proved by
the conducted study as motivating factors, we sustain their importance for increasing
employees’ commitment and loyalty, the latter being beneficial for both employees and
organizations. However, it should not be forgotten that work-life balance programs are
not one size fits all type, thus employers must come up with different solutions so
employees can choose which is best for them.
On the other hand, we plead for the necessity of preparing young people not only for their
professional lives, but also for being able to maintain a balance between their work and
personal life. Concerning the conducted study, the small number of employees able to
handle work-stress and to act properly in conflicting situations reveals the lack of
education related to work-life balance. In our view, universities should start taking
responsibility for the development of a healthy society, and therefore offer realistic
courses on work-life balance in order to prepare students for their future careers.
Eventually, everyone should find his own balance providing him accomplishment and
happiness. Easier said than done, but with understanding, will and patience, it can be
achieved.
In the mean time, work-life balance remains an actual subject and therefore research
should be further developed.
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Abstract: Refinancing has been and still is a financial instrument that has allowed
both banks and borrowers to rescue credit contracts, especially in periods of
economic crisis. The financial and banking crisis started in 2008 has led to the
increasing use of this type of lending instrument, especially after 2010, both for
individuals and for economic agents, using this type of loan refinancing instrument.
Even though the refinancing started in the first place in the national banking
system, it helped to ensure the continuity of both companies and individuals, and
to prevent banks from entering as much as possible in the sphere of bad loans and
unwanted expenses. In this context, we should not ignore the idea that this type of
credit, together with the other types of credit instruments, can ensure the
sustainability of the growth of the economic activity at the primary and secondary
level, but also a sustainable nature of the financial-banking system Romanian.
Keywords: payments, balance, bank, mechanism, rescheduling.
JEL classification: E42, E59, G21, G38.

Introduction
Refinancing involves covering the ongoing credit balance through another credit (from the
same bank or another) obtained under more advantageous conditions. In the Romanian
banking system, all banks offer refinancing either through specific refinancing products or
through the adaptation of classic credit products. Real estate loans - potentiated by the
„Prima Casă (First Home)” Program - have managed to keep bank overhead in the years of
crisis, but to discuss the resumption of lending habits, personal loans have been able to
give signals, quite serious, of life after the crisis. Against this background, in the current
trend of increasing the volume of new loans, the natural step was to refinance the old
ones, being an important step in better accessing the loans conditions today.
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1. From excess to demand deficit
Under the conditions of abundant capital inflows, before the onset of the current
international economic and financial crisis, both in the form of foreign direct investments
and in the form of the financing of Romanian banks by foreign banks, as well as wage and
taxes policies the level of the current account deficit increased, reaching 13.4% and 11.6%
of GDP in 2007 and 2008 (equivalent to approximately 16.7 and 16.2 billion, respectively).
At the same time, the fiscal deficit registered values in a continuous increase in 2005-2009
(from 1.2 percent of GDP in 2005 to 5.7 in 2008 and 9.0 percent in 2009, according to
EUROSTAT methodology). As a result of the crisis triggered in 2008, capital flows to
emerging economies, including Romania, were disrupted, as well as the deleveraging
process in the banking sector, started in 2011 after the expiration of the Vienna I
Agreement, resulting in a substantial reduction in the financial resources available to the
economy.
This has led to economic contraction in 2009 and 2010 and then to the resumption of
under-potential economic growth in 2011-2013. Given that the public sector deficit was
not adjusted in 2009 (on the contrary, it reached the maximum), the overall adjustment of
the economy, reflected by the substantial decline in the current account of the balance of
payments (lower by 7.4% GDP in 2009 as compared to the previous year), reflects a
significant contraction effort of the private sector, namely firms and the population. Thus,
it was adjusted in 2009 by almost 11 percentage points of GDP, registering, for the first
time after 2000, a positive balance of the savings-investment balance of 4.9% of GDP.
In 2010 and 2011, Romania's external position, reflected by the current account balance of
the balance of payments, slowed down as a result of fiscal consolidation to sustained
deficit levels partially counterbalanced by relaxation (from the point of view of the net
saving position) in the private sector of the economy. In 2012, the external deficit
remained close to the two previous years (4.4 percent of GDP), and the broad fiscal
consolidation has created room for moderate investment growth in relation to private
sector savings.[National Bank of Romania, 2017]
The year 2013 represents a significant trend change in the direction of the evolution of the
current account of the balance of payments - adjustment of almost 3 percentage points of
GDP compared to 2012 (from a deficit of 4.4 to 1.1 percent of GDP) as well as the private
sector, which is on an adjustment path for the first time in the last four years (with an
increase in the net saving of 2.9 percent of GDP). The consequences of this simultaneous
adjustment of the private and public sector, along with deleveraging, are translated into a
change in the determinants of economic growth, namely a shift of emphasis on net
exports under a weak dynamics of domestic demand.
The dynamics of the demand gap implies reduced economic growth from one year to the
next and hence real convergence risks - an important component of the process of
alignment with the economic characteristics of the EU and euro area partners. The
significant demand deficit is one that partly determines the very low level of inflation
(reaching a minimal historical level).[Mayer, 2013]
The leverage indicator (calculated as debt / equity ratio) recorded a value of 1.6.
Aggregate data masks an important heterogeneity at microeconomic level, many SMEs
being over-indebted. Unlike private firms, state-owned companies have higher
capitalization ratios (the ratio between debt and capital being sub-unitary compared to 1.8
for private firms. However, state-owned companies have a liquidity and profitability
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position at lower levels towards private firms. The capacity of non-financial debt service
providers to domestic banks continued to improve over the course of 2016, with dynamics
being influenced by both the positive financial performance of the sector and the stockbased loan adjustments due to non-performing exposures by credit institutions. The ability
of interest-earning companies to raise interest rates has increased at aggregate levels,
with the EBIT / interest expense ratio increasing from 5.4 to 5.9 between June 2015 and
June 2016. Corporations have a value of more comfortable indicator than SMEs.

2. The crisis has trusted
Given that the main determinants of the use of GDP (aggregate demand) are either
gripped or unfavourable - in the first category, consumption and investment, including
government, are placed for the reasons outlined above, and the second category would
fall export as a result of the slower GDP growth of the EU countries as well as the political
and economic problems and the depreciation of the exchange rates of extra-community
partners - economic measures are needed to encourage a positive dynamics of growth
engines. This should be done by the state through proactive public policies - capable of
stimulating private and public consumption and investment.
Consumption incentives now have a favourable timing to implement, as their
implementation in the recent past, in the context of significant fiscal and external deficits,
was counterproductive. In fact, this approach fits into the theories formulated by some of
the classics of the economy. In the case of Romania, these principles are reinforced by the
very large share of consumption in the gross domestic product, i.e. about 70%. In addition,
the above-mentioned economic fundamentals allow at this time to increase this
component of GDP without jeopardizing macroeconomic balances.
At the same time, a prerequisite for stimulating consumption is the fact that the
manifestations of the crisis have produced important behavioural changes and
quantitative-structural adjustments in the field of consumption, as shown by all surveys in
the field. This phenomenon allows for the appreciation that, given the state of
development of the domestic producers sector, additional consumption will contribute, to
a small extent, to an increase in imports.
Table 1: The evolution of the balance of payments current account balance at the national level during 20122016

Indicator level (percentage
in GDP)
Cumulative saving rate of
the private and public sector
Cumulative share of private
and public sector
Balance of payments
current account balance, of
which:
Balance of the consolidated
general government
Balance of private sector

2012

2013

2014

2015

2016

21.60

25.00

25.90

25.30

23.40

26.00

26.10

26.30

26.00

26.10

-4.40

-1.10

-0.40

-0.70

-2.70

-3.00

-2.50

-1.80

-1.40

-2.40

-1.50

1.40

1.40

0.70

-0.30

Source:
National
Bank
of
Romania
(2017),
Raport
anual
http://bnr.ro/DocumentInformation.aspx?idDocument=25473&idInfoClass=3043
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2016.

Available

at

3. Non-performing loans against banking institutions
The capacity of non-financial debt service providers to domestic banks continued to
improve over the course of 2016, with dynamics being influenced by both the positive
financial performance of the sector and the stock-based loan adjustments due to nonperforming exposures by credit institutions The rate of non-performing loans reached a
level of 19.3 percent in December 2016, down from 26.2 percent at the end of the
previous year. Moreover, the number of new entrants in the 12-month period has kept its
downward trend in recent years.
The average default rate for non-financial companies was 3.6 percent in December 2016,
down from 4.3 percent a year ago. The persistence of non-performing exposures during
the credit expansion period continues to make a significant contribution to the
deterioration of the corporate portfolios of banks' balance sheets. Of the total exposure in
December 2016, the largest share is generated by credits granted before 2009: 17.7
percent, most of them having deferred payments of more than 90 days.
In terms of loans with a more recent date of credit, they were classified as bad credit
institutions, especially against the backdrop of indications of improbability of payment.
For approximately 48 percent of non-performing loans in December 2016, with a grant
date in 2016, banks used restructuring or refinancing measures consisting of changes in
the terms and conditions of loans to borrowers who are or are about to face with
difficulties in meeting financial commitments. These credits are in fact, to a large extent,
older loans, which the banks continue to restructure. However, most of these exposures
have good payment behaviour (about 93 percent of these loans have a payment delay of
less than 15 days). Moreover, for only 8 percent of these exposures, bankruptcy,
insolvency or reorganization proceedings were initiated (December 2016).[National Bank
of Romania, 2017]
The rate of non-performing loans for household loans continued to decline in the period
June-December 2016, but at a more pronounced rate than in the first half of the year.
Thus, it reached 7.1 percent in December 2016 from 8.8 percent in June 2016, from 9.1 in
December 2015. This dynamics is explained, on the one hand, by developments in volume
structure non-performing loans that took place in the context of the entry into force of
Law no. 77/2016 on the payment of real estate for the settlement of liabilities assumed by
credits, and on the other hand, the continuation of the measures for clearing the balance
sheets, as well as the significant improvement of the population's capacity to honour the
debt service.
Table 2: The nationwide evolution of the category "new borrowers" in 2012-2016

Category of new debtors
New debtors with
refinancing
New debtors with
restructuring
New debtors with over 90
days of delay

2012

2013

2014

2015

2016

16,297

18,093

35,327

99,877

131,053

5,122

5,109

3,903

5,877

8,974

80,755

57,867

40,932

39,122

34,783

Source: National Bank of Romania (2017), Raport asupra stabilității financiare mai 2017. Available
athttp://bnr.ro/DocumentInformation.aspx?idDocument=25533&idInfoClass=1182
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Credit institutions have also continued to support borrowers with difficulty in repaying
loans through various restructuring or refinancing operations. The volume of loans that
have been restructured or refinanced in 2016 has risen to around ROL 7 billion (from
about 6 billion lei in 2015), over 85 percent of which consisted of consumer credit.
Conversion of credits from foreign currency to lei continued in 2016, but at a much lower
pace. There were about 10,000 conversions of credits from different currencies in lei (the
equivalent of about 1.3 billion lei), down compared to the almost 18,000 conversions
concluded in 2015 (amounting to about 2.2 billion lei). Most of the conversions concerned
Swiss franc credits (approximately 70 percent of the credits, respectively of their value),
similar to those observed in the previous year.

4. Population debt
The total debt of the population reached 125.9 billion lei at the end of 2016, 2.5 percent
above the level in 2015, mainly representing loans granted by the domestic banking sector
(the share of total indebtedness of the population in GDP decreasing by to 17.3 percent to
16.5 percent between December 2015 and December 2016). IFN credit remains at a low
level in structure (4.8 percent of total debt), although in 2016 it recorded a sustained
growth rate (10.9 percent).[National Bank of Romania, 2017]

5. A possible economic and fiscal policy
In this context, and given the current economic parameters of Romania, the following
proposal on the rescheduling of loans for good debtors can be appreciated (by agreement
of the parties, with the provision of a tax incentive in the form of a tax deduction for the
two years following the rescheduling) may, through its favourable effects, contribute to
the settlement of the economic problems listed above.
From the point of view of the creditor, on the one hand, the actual value of the credit is
not reduced and, on the other hand, credit risk is reduced, as the probability of default by
the borrower decreases in the context of ease of debt service in the first two years, the
fiscal incentive, as well as the rescheduling of the loan for an additional period. Moreover,
in order to benefit from the provisions of the government scheme, some debtor debtors
return to the performing group by paying their accumulated debts, thus reducing the stock
of bad loans. For participating financial institutions, the rescheduling of loans leads to a
higher liquidity requirement, but it can be covered by the monetary policy adequacy
process to the current and prospective economic conditions, including the need to convert
minimum reserve requirements to levels in European developed economies.
In the context in which monetary policy transmission channels are clogged by the
deleveraging process (and underperforming loans), this measure makes the liquidity
liberated by recalibrating monetary policy in relation to the new economic fundamentals
geared towards the real economy rather than towards amplifying outflows of financial
resources, especially in foreign currency, of banks to parent entities.[ECB, 2015]

6. Refinancing as a necessity
The question of the necessity to apply the refinancing mechanism may also be raised in
the case previously described, but also in the following case. We could appreciate that the
level of demand for new household loans is low and the worrying trend of this sector
216

shows contractions that could be addressed by new liquidity flows - refinanced and
rescheduled loans - to good debtors who would benefit from a disposable income in
addition, a sustainable economic growth generator. [Argitis, 2017]
In this respect, an optional mechanism would be effective in which, without affecting the
fiscal deficit, the ERC would contract with a state guarantee (such as the First Home
Program) a financing line from EBRD, EBRD and / or EIB to allow it rescheduling, through
amicable agreement with borrowers, of loans to individuals with incomes up to, for
example, 5,000 euro net. The criterion used this time, unlike the previous scheme, could
be that of the maximum indebtedness borne by the debtor (between 35 and 40%).
The additional disposable income of borrowers (which, on average, reduce their
indebtedness from 65-70% to 35-40% and implicitly lower them the borrowing rate) will
also contribute to boosting consumption , economic growth, job creation, increased
budget revenues and a more substantial reduction in the balance of non-performing loans
in the banking system. The schemes outlined above are valid from the point of view of
economic analysis because they address the available income rather than the level of
wages, the increase of which is conditioned by the faster increase in labour productivity,
thus maintaining the competitiveness of goods and services produced in the country.[ECB,
2015]
Under the current circumstances, when the population is over-indebted and there are
limitations on wage increases, in my opinion the area where action is to be taken today is
that of increasing disposable income, and the schemes in question, and others that can be
imagined, can lead to an increase in disposable income without affecting the evolution of
productivity, competitiveness and macroeconomic balances.
If in the economic boom period, sometimes refinancing for spending, in many cases
without a strict necessity, is now undergoing a post-crisis convalescence, a "refinancing of
necessity" is required. The refinancing of the good-paying debtors, in the conditions of the
lack of trust of the banking environment towards the new natural and legal customers, as
well as the over-indebtedness of the latter, is a solution for re-launching credit on a
healthy basis - implicitly increasing the disposable income of the consumers and boosting
the growth economic.[Georgescu, 2014]

7. Link between GDP dynamics and national credit portfolio dynamics
In Romania, real GDP growth evolved in tandem with the real dynamics of credit in all
years between 2012 and 2016. It seems a parallel evolution that has strengthened over
time, supporting the idea of a directly relevant role for the banking sector in economic
growth. The year 2012 marks the first divergence: real GDP grew (modestly, by 0.7
percent), while the real growth rate of non-government credit became negative (-3.5
percent). In 2013, real GDP grew by 3.5 percent, while non-government loan continued to
decline in real terms by 4.8 percent. The same situation for 2014: GDP continues to grow
by 2.9 percent, credit continues to decline. Thus, the close link between GDP and credit
fades after the crisis. Still, the 2016 year marks a revival of the credit, with a 5.8% increase,
with an advance of 4.8% GDP this year. Credit analysis in the structure greatly tones the
conclusion of the parallel evolution, including in the pre-crisis period.[National Bank of
Romania, 2017]
Decoupling at one point between the credit cycle and the business cycle is normal, as
usually the two cycles have different amplitudes. History from other countries provides
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evidence that economic growth in the absence of credit is not such a phenomenon as it
would seem at first glance. Indeed, given that a country experienced unsustainable credit
boom, followed by a banking crisis, the likelihood of a resumption of economic growth in
the absence of credit is significant. In view of this normal development of the decoupling
that may occur between the cycle of credit and the economic cycle, the interest of the
authorities should be less in the direction of stimulating the resumption of funding under
any circumstances but of ensuring that the banking sector consistently fulfils its role in
economy throughout the credit cycle.[Hanson, 2015]
The question remains how big the role of the Romanian banking sector is in sustaining
economic growth. In literature, there is no consensus on the existence of a significant link
between bank lending and economic growth. On the one hand, they are supporters of the
idea that banks are promoting the advance of the economy by financing productive
investments and consumption. A third category of voices believe the truth is somewhere
in the middle: up to a certain threshold of financial intermediation, the contribution of the
banking sector to the development of the economy is positive. After that threshold, the
contribution becomes marginal or even negative.
In turn, housing loans may also have a lower direct role in generating economic growth.
The conclusion is supported mainly by three arguments. First of all, most real estate
transactions in Romania are done without the bank credit. The ratio of the total number of
real estate transactions to the total number of real estate loans was around 9: 1 in 2016
(and this report did not change significantly in the period of real estate exuberance). The
second reason is that the bulk of housing loans most likely had the purpose of acquiring
old buildings (transactions that do not generate gross added value - VAB). Thirdly, real
estate firms' contribution to added value generated by the non-financial corporation’s
sector is still low.
Companies resort relatively modestly to the resources of domestic banks to carry out their
business (including during the boom credit period). In 2016, about 16 percent of Romanian
active companies had a credit from banks. Resources contracted by domestic banks
represent 11 percent of their total liabilities. Under these circumstances, in the absence of
a significant change in the business model of domestic banks, the euro area credit cycle
and the decisions of the parent companies to rebalance could count more on Romanian
economic growth than on the domestic credit cycle.
The solution is to focus on lending to companies. Here is a great potential. About 17
percent of Romanian firms use the domestic banking sector's resources to fund their
business. Banking potential is also important: the firms we have identified as the most
performing in Romania can provide a demanding, sustainable funding for almost the
existing stock of loans to companies. The largest demand for this type would come from
industry, service and utilities, which would also be in line with the authorities' reindustrialization and infrastructure development programs. To capitalize on this potential,
banks must identify solutions to two challenges: to win the trust of companies that can be
a useful partner in business development company (and here an important role is
increasing expertise banks understand corporate activities) and provide products and
more and more personalized services. Authorities can stimulate banks to realize their
potential by imposing minimum requirements on the training of banking staff, especially
those involved in risk analysis and service provision to non-financial corporations. [Neagu,
2015]
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Conclusion
In 2016, the adequacy of the real monetary conditions in a broad sense in view of the
medium-term inflation target of 2.5 percent ± 1 percentage point, called for the NBR to
maintain the parameters of the main monetary policy instruments unchanged. The central
bank continued, however, to harmonize the reserve requirement mechanism with the
ECB's and other central banks' standards and practices in the EU by reducing the RIO rate
applicable to foreign currency liabilities of credit institutions. Such an approach of the
central bank was also justified by the increase of the structural liquidity surplus in the
banking system, implicitly by the positive value of the net position of banks' liquidity due
to the Treasury's injections from its lei and for ex accounts with the NBR; the level of
credit institutions' excess reserves fluctuated during the year, however, under the
influence of the asymmetric pattern of budget execution and the features of the debt
financing / refinancing process as well as the use of European funds.
In Romania, the direct role of bank lending in GDP formation may not be very high. This is
not due to both the still low level of credit in GDP (57 percent, as against 117 percent in
the EU in December 2016), but in particular the weaker link between credit and value
added in the economy. In this context, loan granted to companies is more correlated with
the economic cycle (compared to the one for the population), but also in this case many
nuances are needed. Loan granted to the population may have had a relatively modest
direct role in generating economic growth. Consumer loan (accounting for 59 percent of
the total credit extended to the population and 47 percent of the total non-government
credit in December 2016) was largely destined for the acquisition of imported goods. In
this way, the direct influence on the economic growth of this type of loan is relatively low,
because in the GDP equation the increase in consumption was counterbalanced by the
increase in imports (which contributes negatively to the formation of GDP).
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Abstract: The role of accountants is crucial for the development of the small and
medium-sized businesses. Most entrepreneurs are interested in working with a
professional accountant in order to avoid fraud, corruption and money laundering.
Very often, starting a business requires entrepreneurs to understand the national or
international laws and regulations. Small and medium-sized enterprises (SMEs)
collectively are a big business and they generate worldwide nearly two-thirds of the
jobs.
The entrepreneurs and professional accountants could have an important role in
combating corruption. This paper presents the way in which entrepreneurs are
fighting against private sector corruption using the financial information,
documents and the accounting system.
The objective of this research is to present an analysis of the entrepreneurs’ and
accountants’ activity in combating corruption, based on the questionnaires filled
out by managers from medium-sized enterprises in Romania. The final part of the
research reveals the results of the questionnaires, which indicate the importance of
the partnerships around the world between the accountancy profession, business
associations and public institutions, in order to reduce corruption and encourage
regional development.
Keywords: accountancy
entrepreneurship
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Introduction
The European Union is encouraging and supporting individuals and companies to set up
new businesses and to develop the existing ones. Despite the fact that most of the
European citizens prefer to work as an employee than a self-employed, the European
Commission has recently incorporated the promotion of entrepreneurship into its Europe
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2020 strategy. Entrepreneurs take corruption and fraud seriously because of their effects
on entrepreneurship. Corruption is affecting small and medium-sized businesses
worldwide and a lot of negative effects of the phenomenon can be noticed in the
European countries. There are many international organizations fighting against
corruption, such as: Transparency International, World Bank, International Monetary
Fund, Group of States against Corruption (GRECO), but the entrepreneurs and their
accountants are involved in anti-corruption at the national level.
The aim of this paper is to present the connection between entrepreneurs and
accountants fighting together against corruption. The role of professional accountants in
entrepreneurship has become more important after the recent economic crises (Ionescu L,
2016) and accounting information could help in discovering the corruption cases, fraud
and money laundering. Although there are no precise rules to determine the corruption
phenomenon, it involves two or more players to offer a bribe or other gifts to some public
servants or officials due to the low remuneration levels in the public sector (Zaman G. and
Ionescu L, 2014). The cash-flow or payment of bribes to corrupt officials can be identified
by the accountants in the financial or management reports and reported to the control
agencies or anti-corruption international organizations.
Corruption has a negative impact on entrepreneurship and could entail a decrease in the
European economy investments. There are numerous studies on corruption, but it seems
that increased competition and the development of entrepreneurship will reduce the size
of this phenomenon (Gil Avnimelech et. al, 2011). They believe that innovations,
entrepreneurship and competition are the most relevant factors to minimize corruption.

1. The Perception of Corruption
The Global Risk Report 2010-2011 describes the illegal economy nexus and its negative
consequences on globalization. Thus, illicit trade, organized crime and corruption are
chronic risks perceived as medium impact risks, highly likely to occur. These components
represent the illegal economy and have a significant and negative impact on global
stability. “The impacts of this nexus of risks can also spread far beyond emerging
economies. For example, illicit trade of intellectual property-protected goods reduces
incentives for innovation and investment. Trade in counterfeit medicines risks human
health globally. Security risks arising from fragile states – terrorism and geopolitical
conflict – may have broad consequences.” It is well known that globalization has
generated sustained economic growth for a generation, but also it has shrunk and
reshaped the world, making it far more interconnected and interdependent.
Corruption is different between countries in global economy and a continuing shift in the
balance of economic activity. However, corruption may depend on accounting or local
culture in each state (Jeacle I, Miller P, 2016). In Thailand, people are willing to regard as
“permissible” a wide range of behaviours from government officials that would have been
considered “corrupt” in the United States or Western Europe. A survey conducted by
World Bank in 2000 shows how corruption directly impacts people, the business
community, and the public officials themselves. In Romania, corruption is affecting public
sector performance and citizens wish to offer gifts or money to public servants. Thirtyeight percent of the public officials reported that they had been offered a gift or money
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for different services. This reveals the people culture and people’s perception on
corruption.
The Global Competitiveness Report 2016–2017 from World Economic Forum 2017
describes a time of rising income inequality, mounting social and political tensions, and a
general feeling of uncertainty about the future. According to this report, in emerging
markets, the end of the commodity supercycle has led to an abrupt economic slowdown
exposing the slow pace or lack of competitiveness - enhancing reforms in recent years,
most visibly embodied in the 2016 Brexit vote. Some progress has been made in curbing
corruption, which nevertheless remains a problematic factor for doing business in the
European countries.
Table no. 1. The list of most problematic factors for doing business in the European countries
Government bureaucracy
Restrictive labour regulations
Tax rates
Complexity of tax regulations
Inadequately educated workforce
Corruption
Insufficient capacity to innovate
Inadequate supply of infrastructure
Inflation
Source: Global Competitiveness Report 2016-2017

Global Competitiveness Report (GCR) is a cross-country benchmarking analysis of the data
base covering information from European countries, and indicates the perception of
corruption in each European country. Every country experiences corruption differently
and many factors are affecting this negative phenomenon. The influence of culture is
essential to the economic and entrepreneurship development, with significant
consequences on corruption. For example, Romania witnesses a real disconnect between
the citizens and the budgetary process, with little involvement of the people in the public
activity or debates (Transparency International, 2015). Despite the governments’ efforts to
minimize corruption, there are major concerns about public trust in politicians and public
officials. The table below presents the perception of corruption in the European countries
and my estimation in table no. 2.
We can see in table no. 2 how perception of corruption is growing in some European
countries, such as: Cyprus, Czech Republic, Bulgaria or Hungary and is reducing in United
Kingdom.
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Table no. 2. The Perception of Corruption in Bulgaria, Cyprus, Czech Republic, Hungary, Moldavia, Romania
and UK in 2012-2017 period.
Country

Score
2012
2013
2014
2015
2016
2017
Cyprus
3.4
7.5
7.2
10.1
14.7
15.0
Czech Republic
19.1
17.2
16.3
13.2
11.3
11.0
Bulgaria
13.1
13.0
14.1
11.4
12.9
13.0
Hungary
9.8
9.4
13.0
14.6
20.5
21.0
Moldavia
17.9
19.8
22.2
20.1
20.6
21.0
Romania
12.8
10.2
9.9
14.7
15.9
15.0
UK
0.4
0.9
0.8
0.5
0.2
0.1
Source: http://www3.weforum.org and my estimation

2. The relation between entrepreneurs and accountants in fighting against
corruption
The European Union is taking action in order to promote entrepreneurship and to
encourage change, collaboration and creativity. According to the Global Competitiveness
Report 2016–2017 from World Economic Forum 2017, innovation occurs in an ecosystem
where businesses, regulations, and social norms promote connectivity, creativity,
entrepreneurship, collaboration, and the adoption of the latest technologies to generate
new ideas and bring new products and business models to market. One of the most
important EU objectives is to provide a networked, connected environment promoting
creativity and entrepreneurship, fosters collaboration, and rewards individuals who take
the initiative and have new ideas.
Accountants are important advisers for entrepreneurs and provide practical resources for
owner-managers. Entrepreneurs are important clients for financial professionals and there
is a strong relation between owners, managers, accountants and employees. Fighting
corruption became a priority for entrepreneurs, investors, creditors and employees, while
accountants could provide vital information for anti-corruption procedures. Financial
reports could reveal important data for cash position and management information, but
entrepreneurs are unwilling to give up control of the business to outsiders in order to
protect their capital and assets. Professional accountants could discover corrupt practices
using the accounting system (Dietrich M, 2005) and auditors could discover the accounting
failure (Dunn J, 2002). The accounting system could generate corruption if accounting
principles and regulations are not properly implemented (Zaman G. and Ionescu L, 2014).
But the fight against corruption is possible with help from the government and
professional organizations, as the Association of Chartered Certified Accountants (ACCA),
International Federation of Accountants (IFAC), etc.
In order to combat corruption, a special attention must be paid to internal and external
payments to third parties. European growing public administration has a strong influence
on public corruption (Ionescu L. and Caloian F, 2014). According to the European
regulations, when corruption cases are discovered, the fiscal authorities and the police
must be informed. Invoicing and payments are approved by managers and entrepreneurs.
When the transactions are closed, accountants are preparing management reports, cashflow statements, budgets, statutory accounts for shareholders and other additional
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accounts for the management. Any suspicious transactions must be reported by the
accountants to the fiscal and financial authorities, and to the National Office for
Prevention and Control of Money Laundering (NOPCML), as well. In Romania, ensuring the
protection of the integrity, stability and reputation of the financial national system is a
priority for the National Office for Prevention and Control of Money Laundering
(NOPCML). Seminars and conferences on corruption and anti-corruption methods are
open for the public and entrepreneurs. All entrepreneurs are welcome to participate with
their employees and partners.
In order to understand better the entrepreneurs’ and accountants’ activity in combating
corruption in Romania we based our research on the questionnaires filled out by
managers from Romanian medium-sized enterprises. The questions addressed the
importance of entrepreneurship in Romania and the relation between entrepreneurs and
professional accountants. About 75% of the participants were entrepreneurs and 60%
were managers, with experience in small and medium-sized organizations. Thus, the first
question asked the participants to express their perception of the development of
entrepreneurship in Romania. The results revealed the following: 90% of the respondents
said YES (the development of entrepreneurship has important benefits for the national
and European economy), 7% do not find entrepreneurship important and 3% of the
respondents said they do not know. The results are presented in the figure below:
Figure no. 1 Perception of importance of entrepreneurship in Romania

7%

3%

YES
NO
I don't know
90%

Source: Data collated by author

We further asked the subjects to express their opinion on the importance of the
entrepreneurs / accountants relation in Romania. Here are the results: 75% of the
respondents said YES (accountants are important for all businesses), while the remaining
25% said they do not see the importance of the relation between entrepreneurs and
accountants. The results are presented in the figure below:
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Figure no. 2. The relation between entrepreneurs and accountants
The relation between entrepreneurs and
accountants

25%

Important
Not important

75%

Source: Data collated by author

In order to find out more information, the third question asked the respondents whether
they believed that entrepreneurs and accountants must fight together against corruption
in Romania and the results were very interesting: 95% of the respondents said YES, all of
them must fight against corruption procedures, while 5% of them said they do not know.
The results are presented in the figure below:
Figure no. 3 Entrepreneurs and accountants fighting against corruption
Entrepreneurs and accountants fight
together against corruption

5%

Important
I don't know

95%

Source: Data collated by author

Finally, we wanted to know the importance of entrepreneurship in fighting corruption in
Romania and also if the development of state institutions will help implement anticorruption methods. The results were very interesting: 85% of the respondents said
entrepreneurship is important in the fight against corruption, 10% of them said public
institutions could improve their anti-corruption instruments, while the remaining 5% do
not know. The results are presented in the figure below:
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Figure no. 4. The Importance of Entrepreneurship in Fighting Corruption
The Importance of Entrepreneurship Against Corruption

10%

5%

YES
NO
I don't know
85%

Source: Data collated by author

We notice in the figure above that most of the respondents think that entrepreneurship is
an important instrument in fighting corruption by creating jobs and opportunities on the
national market.

Conclusion
This paper addresses the connection between entrepreneurs and accountants and the role
of these independent players in fighting against corruption. Despite the evolution of
corruption in some European countries, entrepreneurship is an alternative to the
employment on the European market and a way to create new jobs, competitiveness and
economic growth. The partnership between entrepreneurs and accountants could help
identifying the corruption cases and discover fraud and money laundering. The
accountants’ mission is to report the corruption and fraud situations.
This analysis presents the entrepreneurs’ and accountants’ activity in combating
corruption and indicates the importance of the professional accountants for small and
medium-sized businesses.
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Abstract: In this study, we tried to explain the meaning of errors and frauds in
accounting. Firstly, technical information was explained about the concept of
auditing and accounting audit. Then, mistakes and frauds were examined in
accounting. At the end of the study, a questionnaire was prepared and took the
evaluated and the opinions of the Chartered Accountant (CA) and the Certified
Public Accountant (CPA), which are working in Çorum. As a result of the
questionnaire survey and face-to-face interviews conducted with 134 members, a
great majority of the members of the profession expressed their opinion that their
colleagues did not comply with professional ethics. In addition, according to result
of the study, we explored about that professional members are making some frauds
and mistakes in the area.
Keywords: Audit, Error, Fraud.
JEL classification: M42, M49

Introduction
Accounting is a kind of system that collects information systematically which are the data
of events and transactions of the financial nature for the enterprise in terms of money,
which is processed by recording, classification, and analysis, taking into account the needs
and aims of the persons concerned with the enterprise and providing the results in reports
(Büyükmirza, 2010: 27). The first function of the account is to recording to events. But that
alone is not enough. The results obtained from the recording must be processed into
meaningful information. A large number of people are interested in this information
because of the spread of the capital, especially due to the public offering operations in the
developing markets. Administrators use reliable, impartial, relevant, and consistent
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information that is generated by business owners, business owners, lenders, the
government, and public sector accountants. The party receiving this information can make
better decisions than the others. Deliberate or unintentional mistakes and deceptions in
the process of recording and reporting reduce the reputation of the accountancy
profession and cause damage to various individuals or institutions, especially the state. For
this reason, Chartered Accountant (CA), Certified Public Accountants (CPA), and their
employees are required to comply with both ethical and accounting principles.
In this study we just tried to describe that frauds and mistakes in accounting. A
questionnaire on the study was conducted and tried to take opinions of the Chartered
Accountant (CA) and the Certified Public Accountant (CPA) operating in Çorum concerning
mistakes and frauds in accounting.

1. Audit Concept and Audit In Accounting
The fundamental of the word of “audire” from Latin language and it means ‘hearing and
listening carefully'. Inspection comes to the point of examining, inspecting, and controlling
whether a job is done in accordance with the correct and method about accounting
records (Duman, 2008: 11).
Auditing can also be defined as a systematic process of collecting and evaluating evidence
objectively in order to investigate the degree of conformity between the assertions on
economic activities and events and the accepted criteria and to communicate the results
to the relevant users (Erdoğan, 2005: 1).
Accounting audit can be defined as the process of collecting and evaluating evidence
made by an independent expert in order to investigate the degree of conformity of an
economic unit or the information of the turnover with predetermined criteria (Bozkurt,
2006: 23). Accounting audit can also be defined as a systematic review that summarizes
findings based on work carried out on records, documents, and other evidence that forms
the basis of these tables in order to determine whether a company's financial statements
are organized in accordance with generally accepted accounting principles or other
accounting system required by the legal status of the company (Kaval, 2003: 25).

2. Errors and Frauds In Accounting
In the Turkish Dictionary published by Turkish Language Institution, it is making
description of error that wrong made unwillingly and unintentionally, or it described the
error that is lapse or flawed (Güvenç, 2009: 20).
Accounting errors can describe which is caused by forgetfulness, carelessness, or
ignorance, is not an intentional mistake made in accounting, records, and accounts
(Duman, 2008: 147). It can also be defined as activities and behaviours that do not
conform to accounting principles, rules, and principles of accounting mistakes made in
enterprises. Persons do not knowingly or willingly do so in their own interests about this
mistakes or errors. Errors and mistakes can stem from ignorance and negligence.
However, accounting mistakes made unintentionally can harm businesses as well as fraud
and corruption activities (Ertürk, 2010: 5).
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When we look at the literature studies in general, it can be seen that the words "error”
and “fraud" are often used together in the same sentence. This approach can cause both
of the words error and fraud to be perceived as unethical behaviour. Whilst in reality
accounting for errors and frauds, behaviours that do not comply with accounting
principles and rules come to mind, both words have different meanings as concepts
(Zeytin, 2007: 85).
The error often refers to mistakes made unintentionally (Çıtak, 2007: 22). The main
difference between fraud and error is whether or not there is intention. There are no
intentions in faults; it comes with ignorance, carelessness, and negligence. Fraud occurs as
a movement based on profit. It is to ensure that the person or persons who conduct the
fraud benefit if they are not entitled to it, themselves or others. In other words, those who
make mistakes are harming one another, but they do not have their own interests.
However, those who commit fraud harm the others and are also willing to benefit
themselves (Dumanoğlu, 2005: 349).
Certified fraud, with its short name ACFE (Association of Certified Fraud Examiners),
published a report in 2010 entitled "Professional Fraud and Abuse". They described fraud
that as an unfair advantage in that an employee intentionally improperly uses or seizes
resources and assets of the employer (Arens et al., 2006: 314).

3. Literature Review
Baspinar’s (2006) published his article named "Responsibility of the Auditor for Corruption
and Misconduct in Financial Statement Inspections", and he reached the conclusion that
audit may play a deterrent role for error and fraud, but the auditor should not be held
responsible for the prevention of error and fraud.
Erol (2008), in the article entitled "Expectations from Audit against Corruption (Mistakes
and Frauds) in Businesses", has reached the conclusion that most of the corruption in
businesses arises from the preparation or concealment of incomplete or fraudulent
financial reporting.
In its article entitled "Internal Audit and Deficiency-Excess Relation to Firms", Ondes
reached the result that internal control constitutes the first step in preventing actions that
are inconsistent with fraud, error, laws, and regulations in an enterprise and is essentially
a responsibility of the management.
Aytekin et al. (2015) published their article named "The Approaches of Practitioners
towards Error and Accusations of Fraud and Fraud Indicators: The Case of Balikesir
Province", and they suggests that female professionals are more likely to meet with fraud
indicators and that the level of participation of judges regarding errors and fraud differ as
the level of education increases, have reached the conclusion that their perception is
weak.
Bayraktaroğlu (2016), in his article titled "An Investigation of the Role of Effective Internal
Auditing in the Prevention of Accounting Errors and Frauds in the Enterprise", has reached
the result that an effective internal audit has a positive effect of reducing the possible
false and fraudulent accounting practices.
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4. Error and Frauds In Accounting And A Survey Application To The Society
Of Professional Accountants
4.1.

Aim of the Research

In the survey, it was sought to obtain opinions of the Certified Public Accountant (CPA)
and the Chartered Accountant (CA) operating in the province of Corum regarding the
errors and frauds under supervision.
4.2.

Research Method

The method of the survey is a questionnaire and the questionnaire that is held is about
the professionals who are working in Çorum province centre. Information on the number
of members of the profession was requested by face-to-face with Çorum Chamber of
Certified Public Accountants. There are 396 members registered in the room, separate of
the members are; 291 of them are in the centre, 192 of them are actively working in
accounting offices, and 18 of them are women and 168 of them are men. In addition,
there are 4 Chartered Accountants (CA) in Çorum province centre.
As a sample mass, 4 Chartered Accountants (CA) and 192 Certified Public Accountants
(CPA) located in Çorum province centre were determined from the room records. All the
accounting departments interviewed in Çorum, some were not able to participate in the
survey due to the intensity of their work, some left after filling in the questionnaire and
were taken back, and a large number of face-to-face surveys were conducted. At least,
survey has been offered to 134 members in the area.
As a result of face-to-face interviews, some information has been obtained that does not
reflect both professional experience and collectivism. According to the data obtained from
the analytical result, it has been estimated that within the scope of the survey study, at
least 128 professions must be reached with a margin of error of 5% and a 95% confidence
interval. In the 98% confidence interval, this number reaches to 141 professions. In the
scope of the study, a total of 134 questionnaires (134/192 (70%)) were made.
4.3.

Hypothesis of the Research

The hypothesis of the research is as follows:
H1 = There is a relationship between the profession’s title, tax practices, and tax rates.
According to this hypothesis, as the titles of the members of the profession differ, errors
and frauds are different. In other words, error and fraud tendencies of Chartered
Accountants are less than that of Certified Public Accountants.
H2 = There is a significant difference in the retrospective operations in the computerized
accounting program with the duration of professional members' activities. With this
hypothesis, as the seniority level (in years) of members of the profession increases, errors
and frauds tend to increase in retrospective transactions in accounting programs.
H3 = There is a significant difference in the retrospective operations in the computerized
accounting program with the training of professional members. With this hypothesis, as
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the level of education of professional members’ increases, errors and frauds tend to
increase in retrospective transactions in accounting programs.
H4 = There is a meaningful difference in the training of professional members, inefficiency
in supervision, and effectiveness in errors and frauds. With this hypothesis, it is argued
that insufficiencies and insufficiencies of controls increase the tendency to make error and
fraud.
4.4.

Reliability Analysis

Reliability analysis: reliability is related to the fact that measurements cannot produce
consistent and balanced results (Avci, 2008: 135). In other words, reliability analysis is
used to test whether data expressing the purpose of collecting data on the units
constituting the sample in any way and the constituents of the measurement tool are
consistent among themselves. Participants' testimonials, which form the instrument of
measurement, test whether all the expressions directed to the participant measure the
same (Ural and Kilic, 2005: 258).
The reliability of the proposals generated in the study was calculated using the Alfa
coefficient for testing. The reliability of the tests performed in the literature is given below
(Zeytin, 2007: 116).
0.00 <alpha <0.40, the scale is not reliable,
0.40 <alpha <0.60, the scale has low reliability,
0.60 <alpha <0.80, the scale is highly reliable,
0.80 <alpha <1.00, the scale is highly reliable.
As a result of the reliability test, the Cronbach alpha value was found to be 0.671, which
allows the questions in the questionnaire to be asked to explain whether they are
homogeneous or whether they constitute a whole to question. The result of the
evaluation of the alpha coefficient according to the evaluation criteria applied suggests
that the scale is quite reliable.
4.5.

Research Findings and Evaluation of Results

4.5.1. Assessment of the Demographic Data of Çorum Province Accounting Professional
Members
Within the scope of the study, 134 questionnaires were applied from the Certified Public
Accountants (CPA) and Chartered Accountants (CA) in Çorum. The demographic data
obtained as a result of the questionnaire survey are given below.
4 persons (3%) are Chartered Accountant (CPM), 130 persons (97%) are Certified Public
Accountant (SMMM). According to gender distribution, it is seen that among the
professionals working in Çorum, the majority of men are in the accounting profession.
Among the professionals working in Çorum, the proportion of males is 91.8% and the
proportion of females is 8.2%. When the age distribution of the members of the
profession was examined, 24 persons (17,9%) are between 28-35 years, 51 persons
(36,1%) between 36-43 years, 29 persons (21,6%) between 44-51 years, and 30 persons
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over 52 years old (22.4%). There are 20-27 year-olds in the survey questionnaires, but this
malpractice has not marked any professional members. This shows that the activity of
opening the accounting office in the accounting profession in Corum province is realized
after 28 years of age.
When the working period of the members of the profession is examined, 12 persons (9%)
who perform the accountancy profession between 0-5 years, 30 persons (22.4%) who
perform the accountancy professions are worked between 6-10 years, 26 persons who
perform the accountancy profession between 11-15 years (19.4%), 17 persons (12.7%)
who are engaged in accountancy profession for 16-20 years, 49 persons (36.5%) who are
accounting professionals for 21 years and above. Here is the demographic information
about the Certified Public Accountants who are working in the province of Corum. Their
opinions are presented in the following table.
Table 1: Evaluation of Accounting Errors and Frauds Opinions of Çorum Occupants Members
Causes of Accounting Errors
Ignorance
Inexperience
Neglect
Carelessness
Other
Total
Most Common Accounting Errors
Math mistakes
Registration errors
Transmission errors
Forgotten and repetition
Balance sheet errors
Total
Most Encountered Accounting Frauds
Intentional mistakes
Record before or after
Fitting accounts
Document fraud
Masking of the balance sheet
Total

Number of Persons % Of distribution
30
% 22,4
12
%9
15
% 11,2
64
% 47,8
13
% 9,6
134
% 100
Number of Persons % Of distribution
13
% 9,7
69
% 51,5
6
% 4,4
36
% 26,9
10
% 7,5
134
% 100
Number of Persons % Of distribution
12
%9
66
% 49,3
7
% 5,2
27
% 20,1
22
% 16,4
134
% 100

When Table 1 is examined, in the question of "What is the most important cause of
accounting mistakes?", the Chartered Accountant (CA) and the Certified Public Accountant
(CPA) gave the answer like that. 30 people (22.4%) said from "ignorance" and 12 people
(9%) answered the question "inexperienced", 15 people (11.2%) answered "negligence",
64 people (47.8%) gave the answer "carelessness", and 13 people (9.7%) gave another
reply. As it can be seen in Table 1, most of the professional members consider the most
important reason for accounting mistakes (47.8%) to be carelessness or (22.4%) ignorance.
Directed by Chartered Accountant (CA) and Certified Public Accountant (CPA), "Which type
of accounting mistake do you meet the most?" for inquiries from professionals 13 people
(9.7%) math mistakes, 69 people (51.5%) recording mistakes, 6 people (4.4%) transport
mistakes, 36 people (26.9%) forgotten and repetition, 10 people (7.5%) he gave the
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answer to the balance sheet mistakes. As seen in Table 1, most of the members of the
professions (51.5%) indicated registration errors and (26.9%) had forgotten and repetition
options.
Directed to question to the Chartered Accountant (CA) and Certified Public Accountant
(CPA) that "Which type of accounting family do you most often encounter?" and answered
from them like this: 12 (9%) of their opinions were intentional errors, 66 people's answers
(49.3%) registered before or after their time, 7 people's opinion (5.2%) fitting accounts, 27
of them answered (% 20,1) document fraud, 22 people (16.4%) gave the answer to the
questionnaire that masking the balance sheet. As can be seen in Table 2, the most
frequent answer is (49.3%) registration before or after the time.
Table 2 shows the opinions of the members of the profession who participated in the
study, indicating the possibility of error and frauds.
Table 2: Opinions of Professional Members about Error and Fraud Risks

Do
You
Have
Backward
Transactions on Your Computer?
Impact of Job Density and Tax
Applications to the Mistake
The Impact of Tax Applications and
Tax Rates To the Errors and Frauds
The Impact off Insufficient Audit to
Error and Frauds
Do You Benefit From the Tax Code
Voids?

Definitely
yes n/%

Yes n/%

No
Comment
n/%

No n/%

Definitely
No n/%

Total

26/%19,4

47/%35,1

7/%5,2

42/%31,3

12/%9

134/%100

40/%29,9

62/%62,3

1/%0,7

25/%18,6

6/%4,5

134/%100

30/%22,4

59/%44

7/%5,2

36/%26,9

2/%1,5

134/%100

24/%17,9

81/%60,5

2/%1,5

24/%17,9

3/%2,2

134/%100

0/%0

51/%38,1

0/%0

83/%61,9

0/%0

134/%100

We asked the professions the question "Do you have backtracked transactions in your
computerized accounting program?". The answer separated like this: 26 people (19.4%)
were definitely yes, 47 people (35.1%) were yes, 7 people (5.2%) had no idea, and 42
people (31.3%) he certainly gave no answer. One of the professionals said that "It is not
possible to say no if you thought about the circulation of the commercial documents
between the taxpayers. Because of this reason we have to make a registration and make
some correction for the past. However, it would be suitable a restriction such as the
periodical registrations made 3 months backwards for the correction with my opinion."
When Table 2 is examined, it is found that most of the professionals (54.5%) are
retrospective in computerized accounting program.
Directed to members of the profession the question of "Does the job density and tax
practices compel you to make mistakes?". 40% (29,9%) of professions answered were
definitely yes, 62 (46,3%) were yes, 1 (0,7%) had no idea, 25 (18,6%) were not, 6 (4% 5)
has certainly given no answer. Table 18 shows that a large proportion of the professionals
(76.2%) think that work intensity and tax practices are inaccurate. In face-to-face
interviews, members of the profession recently reported that the state had been
overloaded with work.
The question of "Are tax applications and tax rates effective in mistakes and tricks" asked
to the professional members. 30 members (22.4%) answered definitely yes, and 59 (44%)
answered yes. 7 people (5.2%) had no idea, 36 people (26.9%) answered no, and 2 people
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(1.5%) answered absolutely no. As it is seen in Table 2, most of the professional
accountants (66.4%) thought that tax applications and tax rates are effective in error and
frauds.
We asked the question "Is the supervision inadequate and effective in the mistakes?” to
the professionals. 24 people (17.9%) answered absolutely yes, 81 people (60.5%)
answered yes, 2 people (1.5%) had no idea, 24 people (17.9%) answered no, and 3 people
(2.2%) gave the answer absolutely no. When Table 2 is examined, it can be seen that most
of the professionals (78.4%) who participated in the study are inadequate in the
inspection and they think that they are effective in errors and frauds. It is a fact that
inadequate supervision firms are going to cheat.
When Table 2 is examined, it is seen that 38.1% of the professions declare that they
benefit from the gaps in tax laws. It is a more efficient method of reaching the goal by
pretending it is a mistake and performing open transactions on both sides, while dealing
with bigger crimes in different forms. It is too late or not possible at all because of the lack
of auditing. A profession has declared that "it is natural to benefit from the advantages of
the law in the name of avoiding tax, and it is natural to make use of the taxes that are not
imposed and the gaps in the tax laws."
4.5.2. Evaluation of Accounting Failure and Frauds for Members of Occupation in Corum
Province
The errors and frauds of the professional accountants’ opinions are shown in Table 3.
Table 3: The Opinions of Errors and Frauds for Çorum Occupation Members

Level of Competence of Audits
Accountants' Information on
Auditing
Fulfilling Accountant's Audit
Function
Accountants'
Appropriate
Behaviour
Relations to Professional Ethics
of Colleagues
Failure of taxpayers due to
delay of information
Freely
Determining
Bookkeeping Fee
Updating
Professionals'
Information
Criminal Practice for SelfRefraining
Punishment
in
Unethical
Behaviours

Definitely
yes n/%

Yes n/%

No
Comment
n/%

No n/%

Definitely
No n/%

Total

0/%0
13/%9,7

20/%14,9
58/%43,3

1/%0,7
5/%3,7

89/%66,5
51/%38,1

24/%17,9
7/%5,2

134/%100
134/%100

6/%4,5

57/%42,5

4/%3

57/%42,5

10/%7,5

134/%100

53/%39,6

62/%46,3

5/%3,7

11/%8,2

3/%2,2

134/%100

30/%22,4

47/%35,1

25/%18,6

23/%17,2

9/%6,7

134/%100

44/%32,8

66/%49,3

3/%2,2

15/%11,2

6/%4,5

134/%100

32/%23,9

22/%16,4

2/%1,5

34/%25,4

44/%32,8

134/%100

37/%27,6

61/%45,5

5/%3,8

20/%14,9

11/%8,2

134/%100

20/%14,9

54/%40,3

13/%9,7

30/%22,4

17/%12,7

134/%100

21/%15,7

41/%30,6

24/%17,9

27/%20,1

21/%15,7

134/%100

As seen in Table 3, in Turkey, especially in Çorum, the adequacy level of accounting audits
is rather low compared to Çorum professionals. We asked the question that "Is the level of
audit about accounting sufficient or not in Turkey?". They answered no. The majority of
the members of the profession (84.4%) gave no answer to the question.
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As can be seen in Table 3, we asked the question "Do you have enough knowledge about
auditors?" The participant answered like that: 13 people (9.7%) answered definitely yes,
58 people (43.3%) answered yes, 5 people (3.7%) had no idea, and 51 people (38.1%)
answered no. And 7 people (5.2%) gave answer to definitely no.
We asked the participants the question "Are you accountants performing the audit
function?". They answered like: 6 people (4.5%) answered definitely yes, 57 people
(42.5%) answered yes, 4 people (3%) had no idea, 57 people (42.5%) gave the answer no,
and 10 people (7.5%) answered absolutely no. When Table 3 is examined, it is understood
that half of the participants believe their knowledge is enough about auditing and the
others do not.
When Table 3 is examined, a large part of the professionals (85.9%) think that accountants
are in compliance with laws and professional regulations.
We asked to think about their opinions with question "There are those in my circles who
are in motion to think that they do not comply with professional ethics" to the appliers. 9
people (6.7%) definitely did not participate in this opinion, and 23 people (17.2%) did not
participate to this opinion. 25 people (18.6%) declared that they have no idea. 30 people
(22.4%) answered definitely participate and 47 people (35.1%) answered participate to
this judgement. As seen in Table 3, slightly more than half of the professionals (57.5%)
think that their colleagues do not conform to professional ethics. In face-to-face
interviews, some members of the profession have declared that some of their colleagues
have received all kinds of requests from taxpayers in order to win new customers or to
protect existing customers.
It is taking some failure to deliver the accounting information and documents to the
profession not on time. Members of the profession were asked to think about the idea
that "accounting information is not delivered in due time by taxpayers, so that it can be
erroneously processed". A great majority of the members of the profession (82.1%) stated
that they agreed with this opinion.
The bookkeeping fee of the members of the profession is determined by the Çorum
chamber of accountants. 54 persons (40.3%) of the professions agree that bookkeeping
fees can be set freely outside the room, while 78 persons (58.2%) do not agree that
bookkeeping fees can be set freely outside the room. In the face-to-face interviews, some
of the members of the profession stated that they set a base price for the bookkeeping fee
of the room and that professional members can adjust the price provided that they do not
fall below this base price. Some members of the profession also think that the free
bookkeeping of fees other than the room can lead to unfair competition.
A large proportion of professionals (73.1%) are professionals who constantly update
themselves and their knowledge, while some (23.1%) do not. In the face-to-face
interviews, some members of the profession think that members of the profession cannot
stay in the profession if they do not follow the legislation and laws, that is, they do not
update their knowledge constantly.
Members of the profession were asked to think about the idea that "Professional
members should be subject to legal sanctions when they cannot renew themselves". They
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gave unsuitable answers about this punishment because of main law orders. They said
that professionals who cannot renew themselves within the competitive conditions are
already punished by withdrawing themselves from the business area. As it is declared in
Table 3, professionals cannot perform their profession in the full sense when they cannot
renew themselves and they are deleted from the market, which is the greatest
punishment.
Members of the professions were asked to think about their opinion of "Members of the
profession are being punished with sufficient sanctions in unethical conduct". 21 people
(15.7%) participated strictly, 41 persons (30.6%) participated, 24 people (17.9%) had no
idea about this subject, and 21 people (20.1%) have absolutely disagreed and 27
participants do not agree with this topic.
4.5.3. Result of the Hypothesis Tests
Four basic hypotheses and hypotheses developed under the model of the study were
tested by Chi-square analysis method. The results are in the following table:
Table 4: Result of Hypothesis of Accounting Failure and Frauds for Members of Occupation in Corum Province
HYPTHESIS
H1= There is a meaningful difference between the
titles of professional members, tax practices and
tax rates on errors and frauds
H2= There is a significant difference in the
retrospective operations in the computerized
accounting program with the duration of
professional members' activities.
H3= There is a significant difference in the
retrospective operations in the computerized
accounting program with the training of
professional members.
H4= There is a meaningful difference in the
training of professional members, inefficiency in
supervision and effectiveness in errors and frauds.

Value

df

Chi-Square Test

5,095

4

0,278

Chi-Square Relation
Coefficient
Chi-Square Test
Chi-Square Relation
Coefficient

5,182

4

0,269

14,080
14,708

16
16

0,593
0,546

24,991

16

0,070

24,394

16

0,081

Chi-Square Test
Chi-Square
Coefficient

Relation

Result

-

-

Chi-Square Test
Chi-Square
Coefficient

P

Relation

27,273

16

0,039

19,247

16

0,256

+

When examining Table 4, hypotheses were tested at a significance level of 0.05.
When examining the first hypothesis of the study, the H0 hypothesis was rejected
according to the significance level of 0.05, and the H1 hypothesis was accepted. That
means that, according to the research, there are no significant differences in the titles of
professions, tax practices, and tax rates on errors and frauds.
When the research hypothesis of the second was examined, the H0 hypothesis was
rejected according to the significance level of 0.05, and the H1 hypothesis was accepted.
That is meaning according to research, there is no significant difference in the
retrospective operations in the computerized accounting program with the duration of the
members of the profession.
When the third research hypothesis was examined, the H0 hypothesis was rejected
according to the significance level of 0.05, and the H1 hypothesis was accepted. That is
meaning according to research, there is no significant difference in the retrospective
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processing of the computerized accounting program with the training of members of the
profession.
When examining the fourth hypothesis of the study, the H1 hypothesis was rejected and
the H0 hypothesis was accepted according to the significance level of 0.05. That is
meaning according to research, there is a significant difference in the effectiveness of the
members of the profession with their training, inadequacy of control, and mistakes and
tricks.

5. Result and Evaluation
Accounting is a scientific discipline that enables transactions related to money, the
inevitable element of life, to be carried out and the results presented to third participants.
The information obtained after the fulfilment of the functions of accounting, the function
of producing information, is not only itself; at the same time, it interests to third
participants also. The most important participant is not only the state, but also many
people or organizations such as businesses, business owners, banks, credit institutions,
and investors can be mentioned with this information. Since the information generated by
the accountant is directly influenced to economic decisions, information must be qualified.
the accounting information must be reliable, unbiased, relevant, and consistent. At the
same time, this is also a part of the accountability concept of social responsibility.
Errors and frauds that arise due to the human element constitute a serious obstacle to the
achievement of the specified objectives of the enterprises. While the error is an
unintended mistake, fraud consists of deliberate mistakes made to provide unfair
advantage.
It is discovered by the questionnaire research on accounting professionals in Çorum, those
errors and frauds are intensely present.
According to the research, Çorum professionals’ majority (51.5%) give the answer that
there is registration error for the question of "Which type of accounting mistake do you
meet the most?" Registration mistake means that an operation is recorded with mixed
account names without any other intent. This error can result from ignorance and
carelessness.
The research has revealed that the majority of professionals (49.3%) answered the
question "Which accountancy company do you meet the most?" with the answer
registration before or after the time. In face-to-face interviews, some of the members of
the profession defend the view that taxpayers are not bringing the documents in due time
and this is the main reason for delivering.
It is the desire of problem is pressure of the taxpayers to the accountants, especially those
who worry that the accountants are cheating. This is an obvious example of the fact that
48.5% of them are required to be shown higher than their profits. In the same way, 59% of
the respondents were asked to reduce their tax base by increasing their expenditures or
reducing their income. However, 38.1% of the accountants try to make use of the tax
loopholes; 44.8% say that fraud can be applied due to high tax rates and inflation.
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It has been determined that the members of the profession give different answers
according to their education situation in the question "Is the supervision inadequate, is it
effective in mistakes and frauds?" This difference is seen between the graduates of
General High School and Trade Vocational High School. Those who graduated from the
Vocational School of Commerce tend to participate less. This confirms the hypothesis that
"H4 = the training of professionals, there is a significant difference in the effectiveness of
insufficiently inspecting errors and tricks".
In order to prevent mistakes made in accounting, members of the profession must
continuously improve themselves and encouraged the staff they employ to be
continuously trained. At the same time, errors can be reduced by checking the operations
after the operation is finished. Accounting frauds could be blocked with ethics education
and supervision of the professionals of accounting. Professional members should be
continuously trained and supervised in ethics. However, it is not enough for the
prevention of accounting frauds with training and supervision for professional members. It
has been discovered in the research that taxpayers want to be sanctioned to professions
for the result of their recording or general results. For preventing accounting frauds, it
should also be required for taxpayers to be trained and supervised.
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Abstract: The Danube region covers from upstream till downstream regions of nine EU countries,
(Germany, Austria, Hungary, Czech Republic, Slovak Republic, Slovenia, Bulgaria, Romania and
Croatia) and five non-EU countries (Serbia, Bosnia and Herzegovina, Montenegro, Ukraine and
Moldova).These countries can be divided into highly developed economies, medium developed and
less developed. The region is facing socio - economic disparities which may be consider as an
obstacle for cohesion policy and for the successful development of the region.
The creation of macro-regional cooperation forms requires more complex efforts and therefore, a
new type of economic diplomacy, at the Danube level since its regional policy implementation
instruments which may offer options to turn the peripheral countries in EU regions into better
models of cohesion and further integration. This may involve a new concept of economic diplomacy.
This paper is bringing some new approaches on the issue of macro-regional dimension of
competitiveness and the way cooperation between different stake holders like universities and
industries may be integrated in the context of EUSDR economic diplomacy and may increase the
competitive identity of the region.
Keywords: community of practice (CoP), economic diplomacy, macro-economic region, smart
specialization in regional context, macro regional competitiveness, knowledge based economy,
university- industry interaction.
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Introduction
EU policy for the Danube region is one of the macro-economic strategies that are in force
in EU in order to give a new identity to the Union, but it also addresses to growth and
competitiveness constraints. The EU macro-regional strategies are seen as a new EU
1
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regional policy implementation instruments which may offer options to turn the
peripheral countries in EU regions into better models of cohesion and further integration.
There are two older main working models of macro-regional strategies started in 2009 and
2011. The EU Strategy for the Danube Region (EUSDR) was the second macro-economic
strategy of the European Union adopted in 2011 after the Strategy for the Baltic Sea
Region (EUSBSR) which was adopted in 2009. All macro regional strategies are considered
new forms of EU’s regional policy governance, putting a new layer on the evolution of the
concept of economic diplomacy. We may see now that beyond the national level there is
already the level of macro-regional economic diplomacy and the level of EU economic
diplomacy as per figure below:

Figure 1. Evolution of the concept of economic diplomacy in EU
(Source: Author’s interpretation)

As per the figure above, the economic diplomacy of the region brings together actors from
EU, at national and regional level, and EUSDR has already experience in the field. Worth to
mention that the European Commission adopted the first ever single report on the
implementation of a macro-regional strategies on December 2016, which gives to these
strategies an important weight, in terms of the best practice for economic diplomacy.
The Danube region countries can be divided into highly developed economies, medium
developed and less developed. The issues of cohesion and increased competitiveness are
crucial from the angle of economic diplomacy. Compared to the Baltic Region Strategy, the
Danube Strategy has a special focus in terms of priorities areas on competitiveness
targeting especially economic convergence. Competitiveness has multifaceted dimensions,
and many other priorities may contribute to its enhancement. A special attention has to
be given to the linkages between competitiveness and high education, skills and business
environment in order to reduce the economic gaps between member countries and
regions.
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This paper examines the obstacles in defining economic diplomacy objectives to overcome
the development gaps. Creating economic diplomacy interactions, is a challenging option
due to the lack of understanding of this process and its benefits. The research indicates
that creating regional model of cooperation between universities and regional industries
should be build based on the knowledge and best practice. Most of the actors involved in
smart specialization processes are largely set to facilitate active economic diplomacy. On
the other hand, universities and businesses as well, along with diplomatic state authorities
should work together. Only this collective approach, common to co-working and inter
disciplinary cooperation, may increase an important economic diplomacy objective :
capacity to get dominant position in the international value chains.
Our experience indicates that communities based on University – Industry practice,
involving informal or professional diplomats are essential tools at macro-regional level, in
order to increase cohesion between various stake holders engaged in the process of
governance of the macro-region. In the new era of knowledge-based economy, a new
competitive identity for the region and a real economic convergence of the member states
will be not possible without knowledge management in all strategic objective and
priorities areas of the macro-region introduced into the diplomacy instruments.

1. Economic diplomacy prospects
In the literature there are several approaches of the concept of economic diplomacy,
acoording to EUSDR strategies. Expert opinions of researchers stress that economic
diplomacy is needed to support forms of regional collaboration based on sustainable
exploitation of natural resources of cross-border regions and regional cooperation
(.Dr. Edita Stojić Karanović, Research Professor, Former Director of the Institute of
International Politics and Economics, Belgrade, President of the International Scientific
Forum “Danube 0 River of Cooperation).
Indeed EUSDR economic diplomacy should address to several important challenges which
has to be addressed like:
• environmental threats (water pollution, floods, climate change)
• connectivity, trade and logistical facilities;
• insufficient energy connections
• uneven socio-economic development
• uncoordinated education, research and innovation systems
• shortcomings in safety and security
The Strategy agrees that better coordination and cooperation between the
countries and regions is needed to address these challenges and, in this regard, the
involvement of economic diplomacy is essential. One important role of the strategy which
economic diplomacy has to tackle is the significant amount of the disparities of territorial
cohesion, and the high degree of economic, social and cultural heterogeneity, which may
create social and economic divides which may be harmful to cooperation. The challenge
for the future of the region, according to our analyses, is the real economic convergence
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of the “peripheral” states in terms of development and the strategic response that
competiveness and smart specialization may bring. From a Romanian prospective, the
economic diplomacy of the less developed country of the region should target the
economic convergence of the region.
Danube riparian national states or regions should be prepared to challenge the smart
specialization since regional disparities in economic convergence and development are so
high, but main actors of the process should become economic actors. Their capacity to
create an innovative ecosystem depends also on economic diplomacy. The success of the
region may depend on diplomacy interaction with universities and industries, in order to
create competitive advantages in the new global environment.
The creation of macro-regions in the EU can be understood in connection with the New
Regionalism (NR) theory. The NR has been used to address diverse concerns, which could be
best approached from a regional scale such as, environmental impacts, homogeneity and
cohesion, divergent regional development (Soderbaum 2003, Ortiz-Guerrero, 2013). The
main challenges for the implementation of macro-regional strategies are considered to be in
the existence of a deeply heterogeneous areas (Ganzle, 2011). NR is linked to the new
concept of urbanism, sustainable communities, and smart specializations. Smart
specialization, a concept launched by Dominique Foray, is the main objective of a macro –
regional strategy. Application of this concept has led to recent debates, since we are
entering in a new phase of knowledge based economy.
One way to look this disparities is the capacity of some countries in the region to build trust
and communities of practice, as per ideas developed by Etienne Wenger. This perspective
promotes a regional development by empowering local actors, creating connectivity among
them, bringing new interests to the regional agenda, and facilitating the creation of new
capabilities and innovative initiatives (Ortiz-Guerrero, 2013). Collaborative strategic planning
could be seen as one of the key theoretical roots of the New Regionalism perspective, useful
for the implementation Danube macro-region. Collaborative planning (Healey, 2004) is
concerned with the transformative influence of planning upon existing structures (Wallis,
1994). Macro-regions may not create new-institutions, but rely on more informal
governance structures to solve their complex shared problems. The recognition macroregion governance system, informal institutionalized networks of collaboration and multiple
areas of intervention put in front need to approach regions from a holistic perspective,
(Ortiz-Guerrero, 2013).
Collaborative planning implies recognition of networks and communities of practice, and
macro-regions can be seen as networks (Harrison, Growe, 2014). Communities of practice,
which is not just a simple network, is a term introduced in order to better explain an old
process of communication towards common goals by individual groups (Wenger 1998). The
merit of Wenger is to look at this process as a collective learning experience in a shared
domain of human activity.
It is our opinion that, the main way to create communities of practice is to involve economic
diplomacy of the member states in the objectives of EUSD as figure below:
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Figure no 2: Objectives and priorities of EUSDR
(Source: www.eusdr.eu and authors)

2. Communities of practice by diplomatic involvement
A community of practice is more than an ad-hoc reunion of people or a network between
friends . It has an identity defined by a shared, structured interest. Therefore, membership
implies a commitment to a certain field, and a shared competence and distinctive from
other people. Domains of CoP are fast growing, due to even more interdisciplinary world
we are living. It involves, in many cases, creativity and out of box thinking not recognized
as “expertise” outside the community. Young entrepreneurial minds can look into all
manners of dealing with a certain would-be product or service. They may value their
collective competence and individual creativity, and learn from each other without to be
noticed outside the group.
In many cases, diplomats should recognize that groups of people may develop such
unique expertise. It is not enough that people in diplomacy have common creative
inclinations. They have interact and learn together and they do this only when they form
a community of practice. In pursuing their interest in their domain diplomats and
economic actors as well may engage in joint activities and discussions, assist each other,
and share knowledge. They create an environment that enable them to mutual transfer of
knowledge.
As per our evaluation, diplomatic circles may become ideal places for such communities
and even to attract economic actors to join. Even more, attracting clusters and economic
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concentrations in this filed may be the best way to manage innovation in today global
competitive environment.
Active economic concentrations cooperating and competing in the same time are based
on strategic alliance. We consider that this alliances are build to share and manage
knowledge and best qualified to become CoP. A simple model of understanding complex
interactions between the players it is shown in Figure 1,bellow, in which the cooperation
area could be named as high potential area for CoPs.

Figure 3. Actors of economic convergence
(Source: Authors’ interpretations)

What we see clearly from all the model of viable economic convergence is the capacity to
cooperate between different actors. Knowledge and Acknowledge that trust is the very
essence of economic performances of such actors. Bringing economic diplomacy inside is
beneficial not only for the trust management, but also for the innovation processes and
developing CoP s as well. Most of the alliances should bring together actors able to
manage innovation and knowledge in what we call today knowledge-based economy.

3. Knowledge based economy
The concept “knowledge-based economy” asserts the fully recognition of the role of
knowledge and technology in economic growth in spite of the fact that knowledge and
technology, as “human capital” has always been central to progress. Its relative
importance grew in mankind history from agrarian societies to industrial ones, and in the
knowledge based ones. While in agrarian society, physical labour was prevailing, in
transitional industrial ones, the fixed capital and physical labor were still dominant, now
we can see the dominance of knowledge in any product or service created by man. But
even if companies are forming clusters and networks there are still constraints to manage
knowledge alone for any markets and they have to enter into smart specialization
processes.
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The developed economies are more strongly dependent on the production, distribution
and use of knowledge than ever before. Output and employment are expanding fastest in
high-technology industries. The share of high-tech products in the total value of
production and exports nearly doubled in the last decade. Service sectors are becoming
more knowledge-intensive, especially research and education, communications and
information and we assist to an unprecedented contribution of all these sectors in the
value chain formation and vertical integration of all manufactured products. Indeed, it is
estimated that more than 50 per cent of Gross Domestic Product (GDP) in the major OECD
economies is now knowledge-based.
If we consider technological development, we can assert that industries are moving faster
than ever from industry 1.0, dominated by machines, to industry 2.0 based on
automation, to industry 3.0 based on Internet. In the last 3 – 5 years only, we reached the
dawn of technological revolution industry 4.0, which is emerging. That means that
Internet is going beyond connection of people in order to connect things becoming
Internet of Things (IoT), as per figure nr. 2:

Figure 2: Technology evolution
(Source: authors’ view)

So far, about the smart specialization healthy trends are as follows: the process is not a
planning doctrine or a method, but rather a community of good practice; it is vertical,
always looking to the value chains of new products or services; it is targeting market
opportunities; it is very much related to economic concentrations; it is more niche
related and cross sector; it is exploratory, inclusive, cyclic and visionary; it is an
entrepreneurial discovery.
We are not quite sure how these trends will fit into the future emerging IoT technologies
which may enable that everything may be connected with everything, machines,
communities, people, processes and data like in figure no. 3:
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Figure 3: From IoT Technology to smart everything (SE) and Smart Danube (SD)
(Source: authors’view)

Therefore, the future belongs to a highly interconnected world, where old classical
manufacturing or service sectors will reshape and combine unpredictably. There will be
more disruptive technologies and deeper smart specializations but it is not quite clear how
much product verticalization of the production will act. What we define now as smart
specialization or RIS3 (Research and Innovation strategies for Smart Specialization) as a
strategic approach to economic development through targeted support for research and
innovation may be in constant and unforeseen development.
The process RIS 3 ensures the participation of different regional actors in activities like:
developing a vision, identifying the place-based areas of greatest strategic potential,
developing multi-stakeholder governance mechanisms, setting strategic priorities and
using smart policies to maximize the knowledge-based development potential of a region,
regardless of whether it is strong or weak, high-tech or low-tech. This is a complex process
which may be leading to new knowledge avenues.
According to forecasted scenarios, in 2025, Europe will be “characterized by ubiquitous
digitalization of almost every sphere of our daily life. The Internet of Things has
established itself far beyond the manufacturing sector and now increasingly takes its way
into the private sphere of society”.
From smart specialization the technological development is imposing the concept of
smartness which implies an accelerated digitalization of societies. According to our
assessment from smart cities societies are moving to smart regions and smart everything,
closely related to digitalization of all the aspects of human life. IoT concept is describing a
transition to a growing degree of personalization which will occur everywhere in the world
but having a territorial “fingerprint”. From a macro-region perspective point of view is
reasonable to foresee that the Danube region may develop a specific such fingerprint like
a smart Danube region but this has to be shared by less developed part of the region.
During discussions and interviews with different stakeholders in the Danube region,
mainly with the occasion of seminars, conferences and work shops, a certain amount of
evidence based on testimonial showed that there is a clear gap of trust and capacity of
associations between stakeholders in the region. Most of the stakeholders form the upper
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Danube region (Austria, Baden Wurttemberg or Bavaria) showed a significant capacity to
form communities of practice than compared with stakeholders from Romania or Bulgaria.
What we see in the figure is a balanced approach to the region development but, in the
same time we have to pay attention to the goal of “Building prosperity’ considered by us
the most crucial and challenging one. In spite of the fact that regional and cohesion policy
in the whole EU worked to some extent efficiently, there are serious limits in its
achievements due to inability to tackle with them complex issue of regional
competitiveness. Global crises led to a kind of introversion towards national internal
development prioritizations at EU national member states level, fact which is not in favour
to a further integration and convergence. In the same way, in spite of the fact that
Danubian states are hoping to join EU, the enlargement policy has been more cautious.
On the other hand, EU can only be globally competitive and successful, when and if
knowledge economy and smart specializations are prevailing in a harmonized manner at
EU regions as well. Regionalization in economic terms is about local value chains and
“vertical specialization” able to compete internationally empowering the unequal regional
partner to cooperate. It concerns the EUSDR neighbors as partners irrespective of their
gaps in development. In this respect, enlargement process of non EU Danubian states as
well as the convergence and deeper integration of the less developed states downstream
the Danube are a vital challenges for the success of Danube Strategy. Macro-regional
integration will be, in this respect, a vertical integration, able to bring to the global market
better products from the region, trough stimulation of smart specialization.
In the last report regarding implementation of macro-regional strategies areas where
more has to be done are related to education initiatives, competitiveness activities, in
particular for SMEs and measures related to demographic challenges and brain drain.
Capacity to deal with implementation issues and to improve cooperation remains also a
problem.
One important challenge for the Danube Region is to improve cohesion among developed
and less developed countries and regions through increased competitiveness and
through cooperation. This is important for all the countries of the Danube Region but
especially for those with low technological competitiveness.

4. The Role of economic diplomacy in the Danube Region
An important number of diplomatic networks are functioning in the Danube Region and
the diplomatist of each country has special units tackling with EUSDR.
There important diplomatic efforts supporting economic development but the question
are how many of them are strongly and directly related to the economic convergence. If
we are analyzing the phenomenon of economic concentrations the Danube region we may
notice the followings:
• Strong economic concentrations an clusters are located in the developed part
of the macro-region , in Baden Wurttemberg, Bavaria and Austria and there the
implication of the universities is stronger; Cross- clustering, networking and high
specialization is concentrated to the upper region companies and networks
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• Most of the clusters and networks in the developed part are better fit to
cooperate in networks of clusters or networks at the regional level, acting like a
powerful engine of smart specialization;
• The other countries in the region, in spite of the fact that they developed also
clusters and networks; they are only at the beginning of their becoming strong
alliances in smart specialization or technological change.
• The participation of universities and companies form less developed countries in
the region such as South East Europe, Moldova and Ukraine at
in cooperation initiatives of smart specialization among clusters or Horizin 2020 at
EUSDR level is very weak.
Therefore, new synergetic in the Danube Region implying economic diplomacy, have to be
strengthened via upgrading existing networks especially in the inferior part of the river
basin. Indeed at least in this part of the Danube economic diplomacy has to be more
dynamic towards smart specialization. The Industrial convergence of the region on
regional value chains which are forming in the region finds the enterprises, universities or
clusters in the less developed downstream countries occupying a very modest place. The
regional specializations occur at the regional level with a weak contribution from the less
developed countries. This contribution to the regional specialization of the poor countries
is mainly located in the inferior parts of the regional value chains. In other words,
governance of the regional value chains and trends in macro-regional specializations or
capacity to compete on in global value chains is by far ensured from the developed group
of countries already mentioned .
As initially observed, compared with other macroeconomic regions, greater economic
disparities are an obstacle for cohesion policy and for the successful development of the
region. Based on our research, region has to cope with issues like smart specialization, and
knowledge based economy and competition an essential process for the whole region but
the regional divide in terms of organization culture may act adversely. On our opinion the
regions, with obvious high economic, social and cultural disparities may be successful if
the downstream less developed countries will succeed to embark in a road of enhancing
trust and cooperation at every segment of the society. Management of trust is the missing
essential link to start with. In a simple but essential understanding, CoP means groups of
people which share a problem, a constraint and get together in order to reach a common
understanding and knowledge in order to be able to solve that problem or constraint.
Knowledge comes from the interior of the group and therefore CoP is the solutions for
smart specialization processes which may occur only through this way of building
communication and trust. Thus, groups of people are creating a long, cyclical structured
dialog which enables them to create new bodies of experience and knowledge
management. Usually CoPs is sharing knowledge, competencies, abilities visions and
options. Schematically, beneficial circle of CoP may look like figure below where
Knowledge K is first externalized by the group, then internalized and afterwards combined
in order to give a new response to the challenge: externalization, internationalization,
combination, strategic respons, CoP validate, CoP validate. In this respect, building CoP is
the viable solution in order to cope with the accelerated pace of technological change
presented in this paper.
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Conclusions
According to our vision, economic diplomacy should facilitate real changes for the region,
creating a regional network of CoPs, which may act as a catalyst of the change, enabling
the region to move faster than the other. Such diplomatic efforts may be centered to the
interaction between universities, research institutes and industries, which will have to
redefine the objectives of smart specialization in the “smart region Danube” perspective
that may mean adapting specialization faster to the accelerated technological change.
In the new era of knowledge-based economy, and with the faster competition among
regions, a new competitive identity for the region and a real economic convergence of the
member states will be more and more challenging. The knowledge management in all
strategic objective and priorities areas of the macro-region may be re-evaluated from the
angle of competitiveness of the region, in global and modern terms, for a “Smart Danube”
market place.
Therefore, CoP culture should generate trust, to avoid divergences of opinion and isolation
in the region. Most of the performing companies, clusters, networks engaged in smart
specialization processes are, to a great extend CoPs, but the challenge of the future for the
region is to interconnect CoPs in networks of networks, adapted to the pace of
technological change.
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Abstract: In this paper the author analyzes empirically the perception of teaching
staff in technical higher education regarding the quality of university education
services. The research was conducted online and the respondents were the
teaching staff in University POLITEHNICA of Bucharest, the largest technical
university in Romania. The tool used was the questionnaire consisting of closed and
open questions that allowed in-depth data collection. Teachers have provided some
suggestions for improving the quality of educational services among which:
reducing the number of students in the groups, modifying the curriculum and
content of the disciplines where appropriate and involving master students in
research activities.
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Introduction
Quality is the ability of a bidder to produce/assure the characteristics of goods or services
at a certain level determined on the basis of customer expectations [Bruhn, 2001].
Especially, the quality in technical higher education is primarily related to the quality of
the human resource [Manea, 2015, 2017); Manea et al, 2017]. When talking about the
quality of an educational service, both the provider (the teacher) and the beneficiary (the
student) participate in its realization. The quality of higher education services is an
important objective that can increase economic efficiency [Kang, James, 2004; Seth et al.,
2005]. The perceived quality of service is a component of customer satisfaction [Zeithaml
et al., 2013].

1. Research methodology
This research is an empirical, quantitative research, which was conducted online on a
number of 138 respondents, teaching staff at POLITEHNICA University in Bucharest. The
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tool used was the questionnaire, which contained 20 closed, open, dichotomous and
multihomous questions.
ions. In order to study the perception the previous experience in the
university is needed, so teachers with a minimum of 2 years of experience in UPB have
been considered.
1.1. Research objectives
1. Identifying teachers' perception about the working environment in UPB.
2. Identifying teachers' perception about the UPB's salary package.
3. Identifying teachers' perception regarding the quality of teaching in UPB.
1.2. Research hypothesis
1. Most employees (over 51%) perceive favorable the working environment from
f
UPB.
2. The majority of teachers (over 51%) are satisfied with the salary package.
3. Teachers in UPB believe that the teachingis a quality one, but there is always room for
improvement.

2. Data analysis
In order to identify teachers'
eachers' perception about the working environment in UPB we need
to know their seniority within the university (Figure 1).
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Figure
ure 1.Teacher distribution according to seniority

As can be seen, most of the respondents have a seniority within the university of 11-15
years (43%).
In order to identify perceptions regarding the working environment of UPB, several
variables were taken into account, namely: teamwork (Figure 2), relationship with the
direct hierarchical superior (Figure 3) as well as opportunities for training, development
and professional promotion. (Figure 4).
Fig. 2 shows how satisfied the respondents are with teamwork at the workplace.
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Figure 2. Respondents' satisfaction regarding the working environment of UPB

It can be seen that 60.9% of respondents are satisfied with the working environment of
the UPB. On the opposite side there is 4.3% that are not satisfied with the working
environment.
Figure 3 shows the satisfaction of the respondents regarding the relationship with the
direct hierarchical superior.
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Figure
ure 3.Relationship with the hierarchical superior

It can be noticed that the respondents are satisfied with the relationship with the
hierarchical superior directly in the ratio of 39, 1% and very satisfied in the proportion of
34, 8%. There are also 4% of employees who are dissatisfied with the relationship
relations
with the
hierarchical superior directly.
directly
Figure 4 shows the perception of employees about opportunities for training, professional
development and promotion from University POLITEHNICA of Bucharest.
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Figure 4.Training,
Training, Professional Development and Promotion Opportunities in UPB

It can be noticed that the 52% of respondents are satisfied with the training, professional
development and promotion opportunities within UPB. However, there are 7.8% of
respondents dissatisfied and very dissatisfied.
The data analysis in the above figures shows that the perception of respondents about the
working environment in UPB is generally favorable or very favorable, although there are
also a small percentage of dissatisfied respondents. This confirms the hypothesis that
“Most
Most employees (over 51%) perceive favorable the working environment in the UPB”.
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Figure 5.Respondents'
Respondents' satisfaction regarding the UPB's salary package

Only basic salary and related bonuses of the respondents was taken into account, not the
income (which for most employees are higher due to scientific research projects). Thus,
the hypothesis according to which “Majority
“ ajority of teachers (over 51%) are satisfied with the
salary package” is infirmed.
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In order to achieve the third objective of the paper (Identification of teacher perception
regarding the quality of teaching in UPB), open questions were used to allow respondents
to express themselves freely. Table 1 summarizes their responses.
Table 1.Perception of the quality of teaching

Questions
What does the quality of
the teaching process
mean to you?

Predominant answers
- Professionalism on both sides, respect and involvement
- The exigency of the exams
- Training, education, adequate and up-to-date
knowledge, participatory approach
- Well-trained teachers and students open to personal
development
- Appropriate material basis, study programs correlated
with the labor market
What do you think we
- Promoting all the opportunities offered by UPB
need to do to attract more - Teachers anchored in economic realities and with
students to our
experience in the business environment
- Output-oriented marketing
university?
- Collaboration with industry
- Contracts and projects where students are involved and
paid
- Perspective of employment at the end of the faculty
What qualities should
- Interested in knowing, smart, determined
have the ideal student for - Intuition, creativity, intelligence, sense of humor, ability
you?
to analyze and synthesize
- Open to new, eager to acquire knowledge, adaptable
- To be altruistic, energetic, sociable, willing to experience
If you consider it
- Reducing the number of students in groups
necessary, please provide - Modifying the curriculum and the content of the
some suggestions for
discipline in accordance with the requirements of the
improving the quality of
labor market
educational services in
- Involving students in research activities
UPB
- Developing entrepreneurship
- Attracting foreign students to Erasmus exchanges and
masters programs
- Well-trained teachers who prove their vocation for the
tutoring profession
- Reduce the number of hours in the baseline and limit the
number of hours spent in hourly payment
- Developing the practical nature of disciplines, real case
studies
- I do not consider it necessary
As can be seen from the above table, the teachers perceive favorable the teaching in UPB,
although some respondents considered it necessary to offer some suggestions for
improving the quality of the educational services, thus confirming the last hypothesis
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(Teachers in UPB believe that the teachingis a quality one, but there is always room for
improvement).

Conclusion
The data analysis from this research shows that the perception of the respondents
regarding the working environment of UPB is favorable or very favorable one. Although
there are also dissatisfied respondents, their percentage is small.
Also, with regard to the UPB's wage package, we can see that only 38.8% of respondents
are satisfied with it, 30% of them are neutral, while 21% are dissatisfied. Percentages may
mean that those who considered the answer to the question neutral have other sources of
income (scientific research projects, consultancy, hourly payment) also.
The quality of the teaching is a priority for the respondents, so they considered it
necessary to offer suggestions for improvement. They also suggested ways to attract
students by developing the practical nature of disciplines and by developing
entrepreneurship.
The limits of the research derive from the size of sample (small), unrepresentative in order
to be generalized at the level of all the teaching staff of UPB.
Although it is an empirical research, this study can provide sufficient information for a
further in-depth research.
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Abstract: Associating the `educational` term to the `marketing` generates a specialized domain,
by applying methods, politics and marketing strategies in the area of education. Due to
cultural, social and complex role of the education, the educational marketing represents a part
of the services marketing, social marketing and non-profit organizations. By offering mandatory
educational services, financed by the state budget, the school units’ through their activity the
principles of social marketing, regardless of the financial benefits that result out of performing
those services.
This article proposes to place under educational marketing under conceptual level in the area
of services marketing, the works of references in the area of educations marketing not being
too many, a consequence of the fact that this is a new domain.
Keywords: education, educational marketing, social marketing, service marketing,
JEL classification: M31, I23

Introduction
Education is a human oriented activity and a mean to develop the human personality
which determines the development of the society. Firstly, education occurs inside the
family, afterwards taking a new shape inside the school units, inside the church, but the
mass media influence is not to be avoided neither, which cannot be controlled by the
human being, but has a very strong impact. Learning inside the educational units is a
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systematic activity, managed with the objective to gain as much knowledge, aptitudes,
personality shaping competences, as possible.
The purpose of the educational marketing is to maximize the effects of an educational
process and bring into harmony the individual interests together with the collective ones,
when it comes to learning. Thus, by a larger definition of education, this presumes the
process that develops the capacities, ideas and human behaviors. (Gyönös, 2011).

1. Educational Marketing – conceptual determinations
In 1985, the „Strategic marketing for Educational Institutions” by Philip Kotler and Karen F.
A. Fox appeared and it offered solid foundations of marketing for the basis activities of the
school units. In 1993, the work of John H. Holcomb came to surface, named “Educational
marketing”, referring to the public schools systems in America. His work offers methods
for more efficient educational services by improving the activities of the pupils, the
members of the administrative council, the school directors etc. Andrew Hockley in his
book entitled “Educational management”, tacked subjects related to the organizational
culture, human resources, the consumer behavior, the financial management and also the
projects management in the school units.
In 1976, in the “Magazine of Pedagogy” from Romania, was published the article of M. C.
Demetrescu - `Social marketing for education`. Among the most important paper works in
Romanian language, we can name the ones belonging to the university professors Gabriel
Brătucu and Ana Ispas, “Introduction into the Social Marketing” respectively „Social
Marketing” (At the beginning of 1990, a study has been conducted showing that the
educational marketing was interpreted in a very narrow context of the communications
marketing definition. The standpoint of this study is a hypothesis supporting the idea that
in order to ensure the success of the market universities, there is a great need for the
managers to examine the process of decision taking and also to examine how it is
perceived by the potential student. Also in that time, the conclusion came up, that any
student can be considered also client for the educational product. (Manea, 2015)
Only after two decades since the first debates on the introduction of the marketing
subject into the practice of educational management, the adepts of the educational
marketing have strongly claimed that the education can be `marketed` in a social, ethical
and educationally responsible way (Stachowski, 2011), so that the educational marketing
term has become a formal one, being introduced in the second half of 1980 in the United
States of America and Great Britain, moment marked by launching of some publications,
like `how to promote your school`, that were based on marketing models previously
developed in the lucrative sector. The emergence of the marketing term into the
university management lexicon is also framed by Maringe and Mourat (2012) at the
beginning of 1980.

Educational Marketing, component of the services marketing
In definition context, the service can be defined, by facts, processes and performance, of
being composed by all those actions and reactions that the consumers perceived to have
259

purchased (Agrawal, 2001). By larger definition, the services represent any act or
performance that can be offered to any other party, an act that is essential and intangible
and does not lead to obtaining the property right over anything, and the production of
that act can be or cannot be related to a physical product (Enasel, 2012). Referring to the
essence of services, those are defined by economical activities that create value and offers
benefits to the consumers in certain moments, specific places, as a result of the action to
generate the desired change in the name of the one that receives the service (Lovelock &
Wright, 1999).
From all ranges of definitions encountered in the major literature, the most
representatives for the different stages of the conceptualization of services marketing are
considered to be the ones made by the Marketing American Association (1960), Leonard L.
Berry (1980) and Philip Kotler (1986). According to the American Association, the services
represent activities, benefits or utilities that are offered on the market or performed in
close relation to the sale of a good.
The definition given by L. L. Berry proves to be particularly concise and it tells that the
service is an activity, an effort, a performance. According to the definition provided by P.
Kotler, the service represents any activity or advantage that can be offered to the other
and that in essence, it has an intangible character, not having as a result the property right
of one thing over the other. Most of the definitions encountered in the specialty literature
are emphasizing on the fact that services are `activities with a result that is not material
and cannot stocked`; they do not apply to products that have an independent existence.
(Enache, 2003).

2. Educational Marketing, component of social marketing
The main purpose of social marketing is the development of constructive approaches that
stand as a support for the desired changes of behavior and it stands of the grounds of the
principle of emphasizing the perception of the audience, of the fact that the benefits of
the new behavior are surpassing the costs of adopting the respective behavior (Kotler &
Lee, 2009). The social marketing concept has its roots in the rhetorical question of the
american academician Wiebe of 1951: `Why can´t we sell our brotherhood in the same
way as we are selling the soap?’, an idea that found productive grounds in the paper work
of Kotler, in 1969, sustaining that marketing is a social activity, universally spread, which
goes beyond the spectrum of tooth paste, soap or iron sale (Kotler & Levy, 1969).
Those first steps are representing the foundation of the introducing the formal term of
`social marketing` by Kotler and Zaltman, when by their pioneer work, they have formed
the ground of the demonstration of marketing use for analysis, planning and control of the
social changes problems.
An argument stands as a pillar for the embracing of the concept of philosophy and
marketing tools in the case of social causes and it resides from the marketing discipline
that offers the context for the development of new solutions for the social problems we
are facing and that most commonly dazzle and frustrate the society (Lefebvre, 2013).
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At bottom, social marketing stands on two main pillars: firstly, it focuses on people, their
needs and domains,, aspirations, lifestyle and freedom of choice;
choice and secondly, social
marketing main objective is changing the involved behavior, the target of all the social
soci
marketing projects being the segments of priority population and not the people
(Lefebvre, 2011) and it is a systematic process of management for the strategical
allocation of the resources to solve social
social problems at wide scale (Lefebvre, 2013).

Figure 1: Evolution of the social marketing concept

focus on behavior

the emergence of
the three levels:
down range, middle
and ascent

building the
planning process

incorporation of the
social networks into
the social marketing

Source: Adaptation to the classification of Dibb & Carrigan, (2013)

Into a more recent definition, the social marketing is a process that applies the principles
and techniques of the marketing to create, communication and deliver value in order to
influence the audience target behavior for the benefits of the society (public
(publ health,
safety, environment, community), as well as the respective target audience (Kotler & Lee,
2009, p.51).
From a more practical approach, the social marketing defines an organized effort led by a
group with the intention of this group to convince the
the others to accept, change or give up
to some ideas,
s, attitudes, practices and behaviors (Cihovska, 2013). Being a field enriched
with challenges and opportunities, the social marketing has become in the last years an
instrument to change the largely recognized behavior that is used by nonprofit
organizations and governments for the social welfare promotion. (Pang & Kubacki, 2015).

Conclusions
Educational marketing represents the extension of the application of marketing into the
educational sector, approached
approached by the school units for differentiating on the education
market and to develop ling term relations with all the stakeholders, from all categories.
Marketing orientation has as main arguments that the higher education passes through an
era of change, affirmation
firmation that gives the impression to be part of
of the TINA syndrome
(“There-Is-No-Alternative”),
Alternative”), maybe even an era of the
the radical changes (Stensaker &
D'Andrea, 2007). Therefore, in front of the environment challenges, the paradigm of the
higher education to be continuously restructured from the grounds in order to facilitate
the entrepreneurial spirit and a coordinated strategy, that focuses on the consumer
cons
(Judson et al., 2009).
Taking into account in this chapter the numerous defining characteristics of the
approached sectors until now, there can be enunciated a series of conclusions regarding
the context of educational marketing. On one side, having the
the characteristics of the
educational act related to the intangibility of its finality (excepting one diploma that is in
fact a way of certifying that the educational objectives related to knowledge,
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competences and abilities have been accomplished), the involvement of the `client` in
delivering the service (educational objectives that cannot be reached but only with the
help of contact people, for the accomplishment of the education objectives; it can be
proved the point that the educational marketing represents an area of the big sector of
services marketing.
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Abstract: This paper details the findings of a research evaluation of ‘Enhanced
Triage’ (ET), an integrated decision making model piloted in England by the Suffolk
Youth Offending Service (SYOS) in partnership with Suffolk Police between 1st
February and 30th September 2015. The use of the ‘Enhanced Triage’ – a welfare
approach to young offenders was introduced and adopted the use of joint decision
making between the police and the youth offending service, and made a wide range
of support services available to young offenders to make more effective use of
restorative justice.
The research provides evidence in relation to how effective decision-making
practices and outcomes are for children, young people and their families. Based on
face-to-face qualitative interviews and focus groups with n= 70 participants and an
anonymous survey n= 73, the findings suggest that through Enhanced Triage and
the integrated decision making process, disposal decisions concerning young
offenders are more consistent and through the assessment process, more likely to
deliver improved outcomes for young offenders as well as victims of crime and the
wider community.
Keywords: Welfare, Justice, Triage, Youth-Offending
JEL classification: D78 Positive Analysis of Policy Formulation and Implementation;
K42 Illegal Behaviour and Enforcement of Law

Introduction
This conference paper draws upon an evaluation of ‘Enhanced Triage’ an Integrated
Decision Making Model-piloted jointly by the Suffolk Youth Offending Service and Suffolk
Police during 2015 [Manning, 2015]. The pilot followed trends in the evolution of Youth
Justice (YJ) policy in England and Wales, and certainly since the financial crisis of 2008, of
being largely supportive of increased shared services and multi-agency working. According
to Pitts [2015] the coalition government in 2010, led by then Prime Minister-David
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Cameron, pledged to cut £2 bn. from the Ministry of Justice’s (MOJ) £9 bn. budget. At the
same time Pitts [2015,p.35] observed that, according to data available to the UK
government, 50,000 families were experiencing multiple social, economic and health
problems with a further 70,000 families close to achieving that status. These budgetary
cuts would also cause significant staffing cuts to policing and other agencies falling under
the MOJ umbrella and this would create an imperative to reallocate traditional police
functions to other agencies, or for them to work more effectively and efficiently together.
This included serious consideration of whether the interventions settled upon,
represented value for money in terms of reducing the number of young offenders entering
the Youth Justice System (YJS) for the first time and all the concomitant costs associated
with resource allocation, but also the costs to victims of crime. This has been the
trajectory of Youth Justice YJ policy since the New Labour government of the 1990s,
although the outcomes for young people were not always favourable for them and a brief
discussion of this trajectory will place the ‘Evaluation of Enhanced Triage’ in context.

Pursuing the contradictory goal of Welfare and Justice
Radical reforms of the YJS in 1998 had already redefined the principal aim of the new YJS
to be ‘the prevention of offending’ with the enactment of the Crime and Disorder Act
[1998] [CDA, 1998]. However, the motivation for the reform was to settle a perceived
conflict of striving to resolve the contradictory goals of addressing the welfare needs
which led young people to offending behaviour in balance with other priorities such as
public protection [Home Office, 1997; Field, 2007]. Central to this reform was the
formation of multi-agency Youth Offending Teams (YOTs) with practitioners from a range
of professions including social workers, police and probation officers [Field, 2007]. It was
intended these multi-agency YOTs would work together towards the common purpose of
preventing offending, however, academics such as Bateman [2011] suggested this new
emphasis would put pressure on existing practitioner cultures rooted upon a welfare
perspective-such as social workers, to act against the cultural norms of their profession.
This had the potential for professional conflict but also, unsatisfactory outcomes for young
people [Field, 2007]. Scraton and Haydon [2002] also argued that despite the 1998 reform,
contradictions remained as existing justice theory and policy, whilst inextricably linked,
continued to be locked in a debate of how to secure rehabilitation and just deserts in
punishment from a welfare and care approach. It can be argued that the financial crisis of
2008 added a further complication as regardless of ideology-reduced funding and a lack of
resources would impact on the YOTs ability to deliver better outcomes for young people.
Albeit despite periodic shifts in political ideology, the welfare approach had been widely
accepted as the dominant model [Pratt, 1989]. This is reinforced by guidance from the
Sentencing Guidelines Council [2009, p.3], which states, “a court must have regard for the
welfare of the offender”. This is underpinned by s.44 of the Children and Young Persons
Act [1933], which also requires the court to consider the welfare of a young person
presented at court [Crown, 1933]. None the less, the YJ reforms offered opportunities to
try new approaches for dealing with young offenders, for example by diverting them away
from the formal YJS.
Souhami [2012]; Burnett and Appleton [2004] and Smith [2005] argue that whilst failing to
settle the welfare/justice debate, the reform provided an alternative framework to deal
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with the problems of offending behaviour with the development of supportive
intervention strategies. One such strategy involved the use of Restorative Justice (RJ), an
evolving model of justice that supported the aims and purpose of the YJS reform-cited in
the CDA [1998] and s.142 of the Criminal Justice Act [2003]. R J allowed young offenders
to make reparation for the harm caused to those affected by their actions and, was wholly
consistent with the renewed interest of attempting to reform offenders, started by the
reform but continued by the Coalition and Conservative governments since 2010
[Cavadino, Dignan and Mair, 2013]. Restorative justice also seeks to repair the harm
caused to the community in which the offending occurred, and this is achieved by the
offender accepting responsibility for their conduct, acknowledging it was wrong and by
providing them with an opportunity to make amends [Cavadino, Dignan and Mair, 2013].
This process encourages offenders to behave in a better way in the future, therefore,
having a rehabilitative effect on them [Cavadino, Dignan and Mair, 2013].
The introduction of Restorative Justice was significant as there are a number of
philosophical problems in any attempt to align the YJS with one particular approach or
justification for punishment. However, It is significant that the reforms in 1998, followed
by supportive policy and legislation such as the Criminal Justice Act [2003]; the Coalition
Government policy: Breaking the Cycle [2010] and most recently, the Legal Aid, Sentencing
and Punishment of Offenders Act [2012], have embedded restorative justice in the YJS.
Fundamentally, it forms the basis of most intervention strategies operationalised by YOTs
[Cavadino, Dignan and Mair, 2013]. Enhanced Triage, the subject of the evaluation, is a
contemporary evolution of such a supportive strategy. Albeit, Smith [2005] also highlights
that intervention strategies intended to reduce crime and support welfare principles had
considerable potential for ‘net widening’ or punitive outcomes and there was evidence of
this during the evaluation of ET. Whether this has been the general trajectory has been
another unresolved and on-going debate since the CDA 1998 reforms, despite changes of
ethos in the approaches operationalised by political, justice and policing approaches to
Youth Justice.
There are, however, opposing debates on the subject of RJ. Empirical research has
suggested that the outcome of RJ interventions may be that victims question the sincerity
of apologies made by offenders in RJ conferences and this reduces their effectiveness
[Shapland, Atkinson, Atkinson, Colledge, Dignan, Howes, Johnstone, Robinson and Sorsby,
2006]. Research by Miers [2004] and more recently by Hayes, Mc Gee, Punter and Cerruto
[2014] also question the effectiveness of restorative justice to prevent offending, although
Hayes et al (2014) concluded restorative justice is most effective to prevent offending
when offenders perceived the process was fair and consensual.
This is important because in 2010, the political and legislative landscape changed and
introduced new considerations that highlighted the importance of strong partnership
working and privately funded initiatives across the spectrum of criminal justice services.

1. Evolution of Policy; Breaking the Cycle and the Legal Aid, Sentencing and
Punishment of Offenders Act [2012]
In a time of austerity for public services, The Ministry of Justice Report-Breaking the Cycle:
Effective Punishment, Rehabilitation and Sentencing of Offenders [2010, p.72] challenged
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YJS partners to find more cost effective Youth Justice interventions. However, the
legislation which followed: The Legal Aid, Sentencing and Punishment of Offenders Act
(2012), retained as a legislative provision, the opportunity for the police use of nonstatutory community resolutions (CRs). Properly used, CRs still required the involvement of
victims and the use of restorative justice measures. The Association of Chief Police Officers
(ACPO) had already published a report: Restorative Justice Guidance and Minimum
Standards [2011] which laid out the criteria for an effective restorative justice
intervention-this included an admission by the offender, the involvement of the victim and
a structured process that sought to repair the harm caused by the commission of the
offence. CRs seemed to introduce an effective method for resolving low-level crime.
However, without clear guidance, concerns began to be raised that CRs were not being
used appropriately and allowed several contacts to be made with the police before any
examination was made into the causes of the offending behaviour by young people. This
led to the publication of a Home Office report ‘A Revised Framework for Recorded Crime
Outcomes’ [2013] which reinforced the need for police discretion, whilst ensuring a victim
oriented approach within a transparent framework. Whilst the emphasis was placed upon
officers using their professional discretion to achieve the best outcome for offenders and
victims, practice in Suffolk suggested that a closer examination of the use of CRs would
potentially produce a better outcome for all parties to the resolution, by consistent
decision-making and enhanced RJ interventions.
The intention of ET was to produce this consistent decision making whilst still allowing for
the police use of discretion to administer one CR. Thereafter, a more detailed assessment
was to be made of the characteristics of the offender as well as the crime, and a joint
decision made by staff from Suffolk Constabulary and SYOS to determine the appropriate
disposal [Manning, 2015]. The potential benefits to victims and young offenders arising
from effective RJ encounters cannot be understated and this is supported in a plethora of
Youth Justice literature, including a systematic review of research concerning ‘Restorative
Justice, Reparation and Victims’ to determine best evidence of ‘What Works’ in
Restorative Justice [Sherman, Strang, Newbury- Birch and Bennett, 2007].
From a financial perspective, an examination of the Durham model of ET (cited in the
Youth Out-of-Court Disposals report as evidence of best practice), suggests there was
potential for many positive outcomes. The report highlighted a 74% reduction of FTEs in
the period 2007-2012 and a 50% reduction in re-offending after an intervention. At the
same time, Durham YOS suggested the £670,000 per year investment was delivering a cost
benefit of £1.5 million per year (estimated) as a saving to the Criminal Justice System.
These claims were considered in the context have of the ET pilot.

2. Enhanced Triage- the evaluation.
The ET model proposed that police officers engaged in the pilot area would administer one
CR disposal to a young offender aged between 10 and 18 years. Thereafter, any
consideration of further out of court disposals for those who reoffend would be referred
to SYOS and a new integrated process for a decision to be made on the most appropriate
disposal option. Additional resources were put in place and included an extra police officer
who became the victim liaison officer responsible for early contact with victims of crime
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and to secure victim involvement to the RJ programme [Manning, 2015]. This new process
was wholly consistent with guidance from the Youth Justice Board (YJB) [2013] that lays
out the protocols, which should be in place between the police and the YOS for joint
decision-making. It was intended that practitioners from SYOS would make a detailed
assessment of the cases referred to them in partnership with a seconded police officer,
and then make a joint decision on the most appropriate disposal option.
Outcomes from the joint decision making process could include taking no further action,
referring the matter back to the police for further investigation, consideration of a
prosecution, application of a statutory Youth Caution, or the voluntary engagement of
young people on the locally agreed, non-statutory triage programme-ET. There were two
levels of voluntary intervention-Level 1 for less serious offending, involved two to four
meetings with a YOS practitioner during one month including an exploration of the causes
of the offending behaviour, access to welfare support through the extended family and an
emphasis on RJ. Level 2 for more serious offending would involve a 3 month programme
of voluntary engagement aimed at young people with more complex needs. These
interventions would tackle wider issues than just the offending behaviour and would
involve family members. Exit strategies were also put in place to ensure there was support
for young people when they completed the intervention. These interventions were wholly
consistent with YJB guidance [Manning, 2015]. The YJB guide-Youth Out-Of- Court
Disposals: Guide for Police and Youth Offending Services [2013] emphasises that all
decisions should be solid, accountable, transparent, consistent and properly recorded. To
assist decision makers, a Youth Gravity Factor Matrix, was devised as a guide for deciding
the most appropriate option. This guide also considers whether the disposal option
reflects ‘public interest’ principles as well as the sufficiency of the evidence. For those who
voluntarily engaged with triage, restorative justice (RJ) and other appropriate
interventions, would be utilised to increase the young offender’s understanding of the
impact of their offending behaviour, whilst also addressing the contributory factors which
may have led to this behaviour.
2.1 Research Aims
1. to provide a detailed relative cost analysis which will consider both financial and
time efficiency savings achieved by Suffolk Constabulary, Suffolk YOS and
potentially, the wider Criminal (Youth) Justice System (CJS/YJS).
2. to consider the impact on SYOS in terms of workload and the capacity required to
effectively deliver the ET model, and whether seconding two police officers to the
pilot is sufficient/economically viable to offset the anticipated increased workload.
3. to provide evidence in relation to how effective decision-making practices and
outcomes are for children, young people and their families and this will also
include early consideration of police understanding of Youth Diversionary Practices
(YDP) and referrals. Success indicators will include, for example, an increase in the
number of Triage rates for North Suffolk; and increase in overall workload for SYOS
in the Northern area; a reduction in reoffending rates and a reduction in the
number of criminal convictions for young people; increased use of restorative
Justice and earlier and more effective engagement with victims.
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2.1.1 Participants
Table 1- Participants

18 members of SYOS-interviews and focus groups
19 police officers-interviews and and focus groups
73 police officers-online survey
16 young offenders-interviews
16 parent/carers-interviews
Source: (Manning, 2015)

Profile of Offenders
According to data provided by SYOS, n= 109 young people were referred to SYOS for
assessment during the ET pilot. This represented an increase of 109% from n=52 during
the same period in 2014.
1. The average age of young offenders triaged to a level 1 intervention was 14.5 years
and for level 2, 14.71 years.
2. The average age of all young people receiving a youth caution 1, youth caution 2 or
a conditional caution was 15 years.
3. Of those referred to the pilot, n=13 males and n=9 females were triaged onto level
1 and n=33 males and n=13 females triaged to level 2.
4. For all categories of caution, n= 27 were males and n=14 were females.
Economic Evaluation
In order to determine potential cost and efficiency savings to the commissioners, a
process model of a typical intervention (level 1 and 2) was compiled and costed against all
the essential criteria of these interventions. This included the time spent taking the initial
report of a crime and all the processes of gathering evidence and processing the
offenders. This costing included all the on-costs of setting up the project with additional
resources as well as potential savings by diverting young people away from the formal YJS.
This data was shared with the Centre for Justice Innovation in London who had developed
a costing model to estimate the cost avoidance by diverting young people away from the
formal YJS.

3. Enhanced Triage-The findings
Evaluation of the qualitative data gathered during the evaluation indicated a number of
positive outcomes. There was outstanding support from police officers and YOT
practitioners but for different reasons. Police officers readily identified with the
considerable time saving and improved resource management by reduced investigations,
consistency in decision making but also, perceived better outcomes for young people.
YOS practitioners welcomed the opportunity to gain early access to young people to aide
them through the problems which led to their offending behaviour but also, to help them
understand the consequences of their actions through supportive interventions and the RJ
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process. There was outstanding support for diversion strategies through ET rather than
statutory interventions. YOS practitioners also reported an increased satisfaction from
victims of crime and this may have been associated by the utilisation of a police officer as
a single point of contact with victims of crime. This appeared to have provided some
legitimacy to the RJ practice in the eyes of the victims.
Young offenders reported positively concerning their opportunity to engage in the ET
process rather than the formal YJS. There were some issues identified by young people
and their families in terms of the explanations given to them by the police about what ET
was seeking to achieve, but generally, the participants were appreciative of the
considerable time and effort exercised by the police and SYOS on their behalf.
In terms of economic impact, on conclusion of the pilot, n=68 (62%) of the 109
participants referred to SYOS, were dealt with by a level 1 intervention and at that time
none of them had reoffended. The pilot was too short in duration to make any long-term
conclusion but it is likely that the quality of the intervention through ET was more
supportive of their welfare needs and aided a greater understanding of their offending
behaviour, rather than the alternative police administered Community Resolution. This
represents a potential significant reduction in terms of first time entrants to the formal YJS
with the all the concomitant costs. There was some evidence of re-offending by those
young offenders who were triaged at level 2, but the reoffending rate was lower than the
national average published by the YJB, therefore also reducing entrants to the formal YJS.

Conclusion
The evaluation demonstrated considerable support for the use of ET as an effective means
of dealing with young offenders at a much earlier stage of their displaying signs of deviant
behaviour. Many benefits were identified such as; consistency in decision making; a closer
and improved working relationship between Suffolk Constabulary and SYOS in the pilot
area; disposal decisions being made far more quickly; victims of crime being consulted
much earlier and informing the decision making process; more effective delivery of
restorative justice and a strong perception that the process is far more time efficient and it
delivers better outcomes for young offenders. Improved joint decision also made it likely
that less young offenders were being arrested and taken into custody. In the long-term,
this would result in a considerable cost saving to the commissioners.
Early indications from data provided by SYOS indicated that the ET process had an impact
on reoffending rates and reducing demand on the police and other resources. None of the
22 young offenders dealt with by level 1 of triage reoffended. In respect of offenders dealt
with by way of level 2 triage or a caution, there was evidence of reoffending but at a rate
lower than the national average in statistics provided by the Youth Justice Board.
However, this was a short-term analysis.
The evaluation demonstrated that ET is on most occasions, far more effective than the
police use of Community Resolutions. From interviews and survey data, both police
officers and YOS practitioners were able to identify beneficial outcomes for young people
in terms of consistent decision making and decisions being made earlier. Police officers
identified significant savings in police time, increased victim involvement in restorative
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justice and increased victim satisfaction. Practitioners from SYOS also articulated strong
support for ET-citing a number of improved outcomes for young offenders when
compared with inappropriate or over use of community resolutions.
Finally, as stated earlier, 62% (n=68) of the 109 referrals to SYOS during the pilot were
dealt with by a non-statutory triage disposal option. None of those young offenders dealt
with at level 1 of triage reoffended. This represents a potentially, significant reduction in
the number of FTEs into the Youth Justice system when considering those young offenders
may have been dealt with instead by a youth caution. However, the low levels of
reoffending also assist with demand reduction for all agencies involved in youth justice
system, and the wider community by making less citizens a victim of crime.
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Abstract: The virtual immersion has captured the attention of many researchers,
regardless of their activity domains or industry. Nowadays, the virtual reality could
have promising implications for the future of education. Despite the fact that this
technology is most often met in the entertainment and marketing industry, it began
to gain attention of scholars as well. This paper presents the role of virtual
immersion in education, its implication and the applications in/through the
educational software. The level of immersion that VR provides is the reason that
makes it promising for the future of e-learning. Learners become fully engaged, and
this makes the learning experience more interactive and entertaining. This helps
them assimilate information at ease. This technology can also support children by
designing 3D characters in activity books, and hence the stimulation of children’s
intellect and senses, as well. The TIMV 3D, is a platform proposed by the team of
AVRENG Lab. from University POLITEHNICA of Bucharest. It is a flexible and
interactive instrument that can be used in any educational activity. The role-playing
enabled by the platform in case is part of gamification, the very trendy approach in
what the actual digital generation is concerned.
Keywords: virtual reality, immersion, e-learning, education, technology
JEL classification: C61, C88, I2,

Introduction
Starting from the few scholars and practitioners studying the future of education, it
becomes pretty obvious the latter’s strong connection with technology. Considering the
virtual dimension development and the well-recognized ubiquitous feature (the
omnipresence of the technology when it comes to one’s life and personality), the full use
of technology in the future won’t be a surprise anymore.
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Known as a pathfinder, Michael Zappa envisioned in 2011 (Envisioning Technology
Research Foundation) the evolution of the educational process. [Zappza, 2012] As a “man
of the planet”, according his self-characterization (born in Stockholm, living in Amsterdam,
Berlin and London, currently settled in Sao Paulo, Brazil), Zappa chose to post the outcome
of his work on a site belonging to the Indian Ocean (domain.io).
Envisioning foundation (established on Zappa’s radical opinion) aims acting as the
“accelerator of the future”. This is a self-managed foundation (without an official “chief”).
Considering their own experience, its members predicate the wide scale use of
interoperable self-managed teams. The mission of the foundation is to develop the
knowledge related to the role of the fastest changes. Envisioning is what the future
research could become: a world without constrains enabling real study and real spread of
the undistorted outcome [Zappza, 2012].

1. How will the next generation's education look like
Basing their allocution on a rich international study, the foundation depicts the future of
worldwide education as consisting in a replacement of the traditional education by the
online education, leaning against some already existent pillars reverberating in the future
educational process [Zappza, 2012]. In this view, its main features will be:
Disintermediation or simply skipping the “middleman” when it comes to education. This
replaces the traditional teacher-student model of interaction with a brand new scenario
centred on the Artificial Intelligence. The latter is seen as a tool for enhancing the process
customization on each student’s needs, meanwhile the teacher is only concerned with
providing knowledge. Among the supporting items, one could list [Zappza, 2012]: learning
mechanisms oriented to student, evaluation algorithms, S2S educational platforms (StepTo-Success), algorithms oriented to activity, algorithms oriented to teacher, algogenerated lessons (generated by algorithms), tele-presence, and mobile educational
platforms.
Tangible Computing - this concept widely introduces computer inside the physical systems
(especially human body) by means of intelligent devices using Internet of Things. This
connectivity will have a deep impact on the learning mechanisms. As educational support,
3D printing, reactive materials, journeys digitally organized, reactive furniture, will be
used.
Virtual /physical studios which brings together the whole online/offline. As support, new
technologies, such as Head-Up Display technology, retinal displays, neuro-informatics,
holography, Immersive Virtual Reality (existent nowadays in only conceptional or SF
format) will be developed.
Certainly, this is not the Holy Truth, but, in our opinion is important to understand how
our “eccentric” strategists think about the future of education. They do not just envision
the school fully immersed in technology, they also depicts the replacement of traditional
school by the “educational process” based on full mobility, man-machine symbiosis, and
especially on constantly improved technology [Zappza, 2012].
The digital era opened the Big Way. If during the ‘70s communication, dissemination and
novelty within educational activities depended on classrooms and on teacher’s
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community, now, 10-15 years after the digital boom, changing lessons or impressions
between students from Australia with others from Sweden by means of Virtual Reality /
Augmented Reality technologies became absolutely normal. It is obviously that using
VR/AR technologies instead of a written story, of some photos or of a multimedia movie,
the student better understands the transformation of the caterpillar in butterfly, for
example.

2. Learning Management Systems (LMS) platforms
A LMS, as an e-learning platform, brings forward the use of Internet and IT&C in general as
an important part of the educational processes.
Irrespective of the terminology used (online learning, virtual learning, distribute learning,
learning by network or learning by Internet, etc), it is ultimately about the synchronous
and/or asynchronous mixture of teaching - learning activities. This basically happens by
means of networks or individual computers or others electronic devices [Ghinea et al.,
2017].
2.1. The future of e-learning
There are so many assertions regarding the future e-learning, losing sight of its already
existence. At global level computers industry undergoes a continuous development. In the
same time, the computing power exponentially increases (see the power of the Quantum
Computer). The number of high speed Internet connections increase daily too, and the
opportunities to study on a LMS platform won’t be an issue for students any more. Mobile
technologies become more and more sophisticated and faster, their graphics are
constantly improved and companies develop a various LMS platforms for their operating
systems [Zappza, 2012]; [Lipsitz et al. 1973]; [Huettel, I.,S. et al. 2009].
Generally speaking, the current process of education is expensive, lasts long, and delivers
difficult to predict outcome. E-learning enables complementary tools for the traditional
learning methods, in order to make them more efficient and even more easily quantified.
Some of these modern tools are listed bellow [Zappza, 2012]; [Huettel, I.,S. et al. 2009]:
Personalized learning is the one designed to meet the needs and the aspirations of each
ESC. Personalization goes beyond individualization, as it gives to ESC a greater freedom in
choosing what to learn, when and how to learn.
However, the choice is still limited, because ESC+ has preset goals to fulfil. There is the
possibility to approach the learning in a dedicated, personalized way, fact that could
enhance the understanding and therefore the intelligence of young people.
Micro-learning refers to the smaller education units and to the short-term learning
activities. Also, the term micro- includes the micro-perspective in the context of learning,
education and training. The concept is predominantly used by multinational companies,
especially because it can be integrated into the employees’ daily routine. Unlike traditional
learning, micro-learning uses media-based technology, thus reducing cognitive employee
load. Because of this, the selection of micro-learning objects and also the pace and
synchronization of its activities are important for didactic projects.
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Gamification is the use of game mechanisms in a job related context in order to capture
the interest and enhancing the involvement of users in solving specific problems and
therefore acquiring and/or developing certain skills and/or knowledge.
2.2. Long-run future: automated learning
A Matrix scene Matrix shows the main character sitting on a futuristic dentist chair and
having connected his head to a series of electrodes, unloading airborne programs
featuring martial arts lessons. At the end of the process, Neo opens his eyes and says:
"Now I know Kung Fu!”
This automatic way of learning may sound like a dystopic future for many of us. In spite of
the conservatives, there are people who would substantially benefit if this automatic
learning method had ever be achieved. For example, an activity requiring high visual
cortex performance, such as catching a baseball, could be replicated as following: a
professional in catching the ball will snap a fMRI procedure, recording everything that
actually happens in his brain as he goes through the whole ball grip. A fMRI technique,
functional Magnetic Resonance Imaging, is a functional neuro-imaging procedure that
uses MRI technology for measuring brain activity by detecting associated changes in blood
flow [Zappza, 2012].
As a next step, transfers everything into the brain of the one who wants to learn
professionally catching the baseball ball follows. The process is called neuro-feedback, and
consists in a succession of images showing the ball being caught is transmitted by a large
number of times until the neural path is achieved. Interestingly, there is no need for
paying attention to the process run. Gradually, the brain becomes familiar with that new
model (which usually happens through the learning process). Research has shown that
rendering this model through fMRI can lead at least to sustainable improvement of
memory [Huettel, I.,S. et al. 2009] [Miller, E.K. et al., 2001].

3. Enhancing by AR/VR technologies
We are now able to feasible mix Augmented Reality with geo-location, recognition and
tracking technologies. The
novelty of instant information
coupled
with
enhanced
perception lead to an
important
role
for
Augmented Reality systems in
people’s and companies’ way
of working.
Figure 1: Milgram's Continuum of real to virtual environments

Milgram defined a continuum
of Real to Virtual environments, where Augmented Reality is one part of the general area
of ìMixed Reality (Figure 1) [Ghinea, M., wet al., 2015]. In Augmented Virtuality and Virtual
Environments, [Azuma, R., 2001] the surrounding environment is virtual, while in AR the
surrounding environment is real. This concept focuses on Augmented Reality and does not
cover Augmented Virtuality or Virtual Environments.
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Until recently, most AR interfaces were based on the desktop metaphor or used designs
from Virtual Environments research. One main trend in interaction research specifically for
AR systems is the use of heterogeneous designs and tangible interfaces. Heterogeneous
approaches blur the boundaries between real and virtual, taking part to the both worlds.
Tangible interfaces emphasize the use of real, physical objects and tools. Since in AR
systems the user sees the real world and often desires to interact with real objects, it is
appropriate for the AR interface to have a real component instead of remaining entirely
virtual.
Virtual Reality (VR) is rather about the creation of a virtual world that users can interact
with. The latter are apart of the real world and immersed in a full synthetic environment,
while the immersive experience is achieved by the wearing of a VR helmet (e.g.: Oculus
Rift). On the other hand, Augmented Reality (AR) blends virtual reality contents with the
real world. As a result, users can interact with virtual contents while continuing to be in
touch with the real life around them. This experience is achieved by the wearing of AR
glasses (e.g.: Google Glasses).
Technically speaking, the main difference between the two systems seems to be a
transparency mask issue. VR scenes are completely opaque over the entire display (i.e.
you cannot see the real world around you). AR glasses are transparent (you see the real
environment) and pixels where virtual contents are drawn have an opacity value in order
to overwrite the real world light information. From this point of view, VR is simply a
transparency mask limit case of AR, where transparency has a null value over the entire
display [Romiszowski, 2004].
It seems that VR and AR are two different worlds that do not overlap. But what if we
imagine VR and AR on the same next generation device? Why should not have a unique
system providing both AR and VR experiences? Well, it is not as simple as it could look like.

4. The TIMV 3D platform – a new approach of the e-learning platforms
During the last decade, together with the evolution of computer hardware and software and
the Internet technologies (like Web 2.0.), a lot of e-Learning applications have been
developed, either proprietary or open source. One of the most used open source LMS
platform (Learning Management System) is Moodle platform. There are an impressive
number of universities, educational institutions and companies which implement Moodle in
order to sustain their training activities. However, one can find a huge number of e-Learning
platforms spread all over the world, each with its own specific or personalized features
required by LMS rules. Although these platforms are very flexible, really useful for students
and teachers, and allow a good administration of the content and a various evaluation
methods, they lack users interactivity and “business and pleasure” fusion.
There is a lot of research concerning the relation between e-Learning / MOOC’s efficiency
and effectiveness and the student increasing online time. The findings speak about boredom
quickly installed and user attention decrease, leading to a decrease of performance.
Considering this, the authors developed the TIMV 3D platform which combines the Moodle
specific format with a virtual world of users in a limited space like campus, city, or even our
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entire planet. In order to simplify the educational activities, we insert on this platform
several instruments that make it more divers and attractive [Graham M., et al., 2012]
[Steuer, J., 1993].
4.1 The novelty of the TIMV 3D platform
The platform is flexible and allows further developments, both in terms of campus
configuration and facilities, as well as support applications for educational, social and
recreational activities.
The platform allows the import of 3D objects (textured mesh) created in any 3D application
(Cinema 4D, Blender, 3D Studio Max etc.), and then exported in portable collada format
(.dae) or directly from the Google Warehouse library.
Along with 3D mesh, various animations can also be imported. The programming part is
done in LSL (Linden Scripting Language):http://wiki.secondlife.com/wiki/LSL_Portal).
The platform also includes a physics engine that allows creating and running various
simulations, designing a multitude of exciting experiments, hard or even impossible to
replicate in the real world [Ghinea, M., wet al., 2015] [Steuer, J., 1993].
Even though the platform provides a wealth of facilities and gadgets, planning and deploying
education, learning and evaluation activities should consider not only the technological wow
factor, but also the clear objectives and a full understanding of the target groups needs.
a. The campus. The TIMV 3D platform is a software product conceived by a team of
students from University Politehnica of Bucharest. It integrates the Moodle platform and a
compatible client application, called Singularity viewer.
On the platform, the virtual activity is run within a virtual campus created on the Second
Life technology (each student could identify himself by using an avatar) [Steuer, J., 1993]
b. Selecting and configuring the avatar. After logging on the TIMV 3D platform, the user
becomes present through an avatar in the TIMV Campus landing zone. In this area, there is
a teleport panel for fast navigation to various areas of the campus as well as a series of
panels to select an avatar as prominently (see Figure 2) [Steuer, J., 1993].
To select an avatar, a click on the desired panel is enough. A confirmation window for the
transfer of content will be displayed on the screen. An object named Avatar name hands
over a folder named "Avatar Name". By choosing the Keep option, after accepting the
content, the name can be retrieved in the Inventory panel. We go to the Inventory panel
and look for the Avatar Name folder previously transferred. By only clicking on this folder
and selecting the Replace Outfit option from the context menu, the avatar
metamorphosis, gaining the look of the selected features. We close the Inventory panel.
For an advanced avatar configuration, we can access the Appearance option by rightclicking the avatar (see figure 3). In the open window, we have a number of options for
changing the avatar's appearance (shape, hair, eyes, ears, nose, mouth, chin, torso, legs,
clothing, gravity, jump, cleavage, balancing).
After operating the changes, the OK button should be pressed. There is also the option of
creating various outfits that can be saved with Make outfit. Once saved, they will be
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retrieved in the Inventory panel,
panel as well [Ghinea, M., wet al., 2015] [Steuer,
Steuer, J., 1993].
1993 To
access a particular outfit in the Inventory panel,
pane right-click
click on that folder and choose
Replace outfit.

Figure 2: Receiving area

Figure 3: Advanced avatar setup

c. Navigating within the platform.
platform The avatar can be manipulated by commands similar to
any MMORPG (massively multiplayer online role-playing
role playing games) platform using the arrow
keys and thee mouse. The mouse centre wheel is for changing the position of the 3D
camera. By approaching the extreme avatar of the camera, it switches to the first person
mode (that is, we see the world through the eyes of the avatar). There are configured and
the PageUP and PageDown keys that can be used to make the avatar fly.
The PageUp button elevates the avatar and the Page Down key lowers it. Interaction with
virtual world objects can be done with mouse click or right click to display contextual
options menus. For fast navigation in various areas of the campus, the teleports panels are
provided (see Figure 4) [Steuer,
Steuer, J., 1993].
19

Figure 4: Transporter panel

Figure 5: Teaching tools

In order to make the TIMV3D platform a truly useful tool for the educational process, we
have developed a number of applications that are directly available in the virtual world.
These include: whiteboard
hiteboards that are available in the classrooms as showcases;
presentation screens that allow access to any web page or web
web applications (wiki spaces,
google docs, wallwishers, google forms etc.),
etc.) study screens (tutorials), webcam screens,
through which the teacher, a guest or students can be displayed in real-time
real
by live
streaming, videoconferencing system available by clicking
cking on the video-interface
video
on the
classroom chair, screen sharing
haring (available
available by clicking on the laptop on the chair)
chair allowing
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the share in the virtual world of a computer screen, and integrate Powerpoint
presentations, Prezi, or any graphical materials useful as course support (see Figure 5)
[Steuer, J., 1993].

CONCLUSION
By developing and implementing the TIMV 3D platform, we created a flexible, attractive and
interactive tool that can be used in educational activities. It provides a collaborative and
challenging environment in a virtual world within which individuals can assert them
individually, or as a member of a community.
Key features of the platform are: the support for education, learning and assessment, social
interaction, role-playing, learning by playing. It is a trendy mean at hand of younger
generation.
The only limit in this virtual world is imagination!
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Abstract: The feeling of security and our intrinsic perception of risk is an aspect that
is both fundamental to our individuality, but also to how we make the inherent
decisions necessary to further our own and others wellbeing, but security is just
that, a ‘feeling’. Our sense of risk is calculated by a series of trade-offs, contributed
by what we associate our individual sense of value to, and what could positively or
negatively affect that wellbeing, whether financially, physically or mentally. Our
sense of risk however, is plagued with cognitive and emotional biases; therefore
our perception is rarely ever based on the reality, meaning that as a society we are
inherently bad at efficiently making meaningful trade-offs. [Schneier, 2008] With
this in mind, this is where digital security and identity directly counteracts with that
of our natural affinity to associate value to our more tangible assets and
possessions. Almost universally, individuals and businesses alike, do not associate
the appropriate level of value, therefore do not perceive the risk to the data that
we store, or that of the information that we actively disseminate out about
ourselves. This is also contributed by our irreverence to categorising the internet
and our digital footprint as a modern and impactful socio-technical institution. One
of our cognitive biases, the availability heuristic, illustrates that we assign the
probability of risk of an event or threat, based on how many examples we can bring
to mind. [Sunstein, 2004; Schneier, 2008]We watch in the media that cybercrime
and fraud is happening constantly, but only to the larger organisations, so when we
associate risk, we naturally think that it will not happen to us as an individual or
smaller business, because of those biased examples that we can summon to mind.
The reality is that cybercrime and fraud is one of the most pervasive threats to
multiple aspects of our wellbeing but sits perfectly just outside of our cognitive
reasoning of risk.
Keywords: Risk; Security; Cybercrime; Wellbeing; Trade-offs
JEL classification: D91
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Introduction
Our nature is to be contradictory and emotional creatures, inherently forming our capacity
to make decisions based upon a multitude of purely subjective and contextual rationale,
constructed from our experiences, exposure and perception. Often in paradoxical conflict
between our evolutionarily intuitive limbic responses, and our more discerning and
analytical neocortex, intimating that our decision-making process is likely to be
beleaguered with illogical impracticalities.[Anderson, R, 2008]The concept of heuristics for
instance, illustrates the manifold cognitive shortcuts that we undertake to make sense of
that internal conflict, in order to make what we perceive as rational judgement.[Albar and
Jetter, 2009] These heuristics however, are contributed to by idiosyncratic and emotional
factors; memory, vivid events, imagination, vernacular, and fundamentally; our perception
of risk. The ways in which we calculate the probability of risk in decision-making are
biasedly reinforced by these heuristics, as we determine the likelihood based upon feeling
rather than objective reality. Security is an excellent example of this. [Sunstein, 2004;
Schneier, B, 2008; Slovac, P, 2000; Albar and Jetter, 2009; Pfleeger and Caputo, 2012]
Conceptually, both security and risk are mutually dependent upon one another, as our
intrinsic acuity of risk regulates how we view decisions that would affect our safety or
wellbeing, whether physically, mentally or even financially. [Pfleeger and Caputo,
2012]Furthermore, decision making, especially in regards to risk and security, requires an
individual to make a series of trade-offs, strategic choices that will have a positive or
negative impact upon personal or economic wellbeing. However, these factors, whether
it’s time, money, effort or even consideration, will be dependent on the individuals’
specific sense of value and where that is placed. This connotes that security, risk and the
inherent trade-offs we make are mutually and correspondingly, completely
subjective.[Schneier, B, 2006]
Attitudes towards physical security and personal safety is one aspect that again, is explicit
to an individual’s assemblage of heuristic pathways, but what happens when an element
of security, seemingly by its observable construction, is intangible and exploits these
instinctive shortcuts. An ethereal concept for the majority, digital security, data and the
internet provides this exploitation and presents new ‘qualities of risk’.[Beck,
1992;Anderson, R, 2008]When addressing considerations around privacy, cybercrime,
online fraud and child safeguarding, societally we are still inexperienced at combating and
calculating the risk around these factors. It is imperative that before we grasp the
heuristics around perception, we must first understand how the internet and the
technological foundation in which it is built, has become a distributor of these new
risks.[Levi, Doig, Gundur, Wall and Williams, 2016]

1. The Abstract Risk of a Technological Institution
Stereotypically, those that are ‘digital immigrants’ often dismiss social media, the internet
and technology with a dystopic irreverence. Whether an individual’s perception around
the pervasiveness of technological advances, is either utopic or dystopic, it is inescapable
that we have created an impactful and ubiquitous socio-technical institution.[Prensky, M.,
2001] [Downs, Ademaj and Schuck, 2008]A cross-cultural organisation that is essentially an
accurate paradigm of the concept of ‘reflexive modernity. ’Ulrich Beck describes one of the
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primary facets of reflexive modernisation, as not just structural changes, but “a changing
relationship between social structures and social agents.”[Beck, 1992;Sunstein,
2004]Technological propagation has done this at phenomenal rapidity, with social media
as an exponential catalyst in the cumulative aspect of individualisation. One could even
argue that the overall agency of an individual and their possible contribution to
modernisation and the shaping of culture are vastly increased, reflexively creating identity
and narrative in an abstract and intangible space, less constrained by class structures and
traditional institutions. [Halpern and Gibbs, 2013]

A specific example of this would be our own social media feeds and the way we habitually
now consume contemporary mass media. We ‘like’ and ‘follow’ our celebrities, subjects of
interest and news, based upon our own judgement and demand. Not like previously
where individuals would generally process information filtered by their own external
context, and less pervasive forms of media. The result? Definitive choice in the
information that we process, which amalgamates into our own addictive and
individualised self-conditioning. This forms a tailored and reinforced confirmation bias,
where people will only seek out and therefore only process information that is desired in
the first place and reject the alternative. [Halpern and Gibbs, 2013; Jonas, Schulz-Hardt,
Frey and Thelen, 2001]This orchestrates, not only the amplified agency, but what Bech
described as ‘rampant subjectivism’ on a platform to critique and deliberate existing
institutions. [Beck, 1992]This coincides as well around the role social media and the
internet plays in relation to both the positive and negative consequences of social
inclusion. Previously marginalised individuals or communities, otherwise excluded from
their context of traditional institutions, such as religion or government, given the
opportunity to seek out people who believe what they believe. [Verdegem, 2011]
“When people seek new information, these information search processes
are often biased in favour of the information seeker's previously held beliefs,
expectations, or desired conclusions.” [Jonas, Schulz-Hardt, Frey and Thelen,
2001]
Another core aspect of reflexive modernity, is that contemporary society is categorised by
the universal distribution of irreversible, socially produced new qualities of risk, that have
not existed in the current iteration before. [Beck, 1992]In previous stages of modernity
and industrialisation, you have generational expanses of time for the distribution of these
new qualities of risk to promulgate, and for individual and societal perceptions of risk to
understand and accommodate appropriately. However, within the instance of recent
technological progress, new qualities of risk such as cyber dependent crime, hacking,
malicious software and online fraud, have proliferated at such an alarming rate, that it
often circumvents our ability to comprehend or perceive it as risk. [Levi, Doig, Gundur,
Walland Williams, 2016]
This risk paradox lies between some of the following main factors. The first, as Bech
himself illustrates, that the primary risk of reflexive modernity, is the exponential social
dependency on increasingly intangible institutions. [Beck, 1992; Verdegem, 2011] Socially,
professionally or domestically, we are entirely reliant on technology for the majority of
socio-economic functions, which makes it that cross-cultural ubiquitous institution.
[Sunstein, 2004] The second is that this institution mechanically circumvents more
traditional forms of control. Technology and the internet, while simultaneously eroding
engendered trust in traditional institutions by amplifying individualism, is subsequently
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not as accountable. You cannot place institutional trust in an entity that is universally
immaterial, and the new risks that it promulgates are not held responsible to any one
form of government or traditional organisation.[Beck, 1992] Finally, because of our
dependence, we are therefore familiar with it. Familiarity and the increasing intuitive
aspects of technology, lead to another one of our cognitive heuristics. We associate risk
with the unknown, but we are often complacent with aspects of our lives that we have
grown accustomed to. Although the internet and social media is physically manifested
through our devices, it is simultaneously both familiar and unknown, and we are often
ignorant to the risks that it exposes us to. It is because of this risk paradox, that seemingly
ostensible and archetypal threats to welfare, evades our heuristic patterns and our
attitudes to online protection. [Schneier, 2006; Schneier, 2008; Slovac, 2000]

2. Attitudes to Digital Security and Data Protection
“Security is both a feeling and a reality. And they're not the same (…) based
not on probabilities and mathematical calculations, but on your
psychological reactions to both risks and countermeasures.” [Schneier,
2008]
With the data and information in which we store and disseminate becoming increasingly
diverse and fundamentally valuable, it has become one of the primary catalysts for the
distribution of these new qualities of risk. The concept of ‘Data Capital’ infers its literal
and essential worth in contemporary economics, where “capital is a produced good, as
opposed to a natural resource, that is necessary for the production of another good or
service” [MIT Technology Review Custom, 2016]. As by far the most valuable asset for an
organisation or business and arguably the most sensitive for an individual, data is
paramount. Therefore, individuals and groups with more nefarious intentions to exploit it,
become apparent. The difficulty is, that coupled with technological progress and the
diffusion of data for expediency, whether in regards to its ownership, access or storage, it
becomes cognitively challenging to conceptualise. This serves only to protract the risk
paradox as the main principle behind digital security is to protect information, which in
this form, is habitually unrecognised as invaluable socio-economic capital, and important
to innumerable factors around our welfare. [Downs, Ademaj and Schuck, 2008;
Between these paradoxical, socially produced risks and our cognitive heuristics, it is
unsurprising that large swathes of both the population and organisations, especially small
to medium enterprises, do not take appropriate action to mitigate the threats posed.
[Klahr, R, Shah, J.N, Sheriffs, P, Rossington, T and Pestell, G, 2017]If we are unable to
calculate the probability of a risk correctly, based upon its objective likelihood, the
strategic trade-offs that we make based upon the associated value, will often be incorrect.
This is frequently observable at the corporate level of an organisation, where detachment
from the realities of the threat of cybercrime and data breaches, leads to deficient tradeoffs.[McFadzean, Ezingeard and Birchall, 2007] Consequently, a comprehensive lack of
investment, whether it’s in consideration or financial. The repercussions of getting this
calculation wrong has been surely evident in recent times with strains of ransom ware
such as WannaCry in May 2017, and the sheer level of businesses affected by both cyber
enabled and cyber dependent crime. [Klahr, R, Shah, J.N, Sheriffs, P, Rossington, T and
Pestell, G, 2017; Levi, Doig, Gundur, Wall and Williams, 2016]
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3.1.

Prospect Theory in Data Protection and GDPR

Further elucidating the elements behind how we make the trade-offs necessary in regards
to risk, is prospect theory. In security, one of the most consistent trade-offs we make is
often economic, a certain level of monetary investment required, whether it is to install
countermeasures to a presented risk, or to train ourselves or our staff. The specific
monetary value and its allocation however, will be of course subjective. The key principle
behind prospect theory is that “decision making under risk can be viewed as a choice
between prospects and gambles.” [Kahnemanand Tversky, 1979] An evaluation between
the fact that a definitive gain is better than a chance at a larger gain, and that a certain
loss is worse than the chance of larger loss. Additionally, the former can be dependent on
whether the option is outlined as a positive advantage, where an individual has an
increased likelihood to be risk-averse. A negative outlook however, and the individual is
more likely to be risk seeking. This is subsequently called the ‘Framing effect’. One cannot
help but draw suppositions between the overall principle behind the both prospect
theory, the framing effect, and general attitudes towards digital security and data
legislation. [Schneier, B, 2008;Kahnemanand Tversky, 1979; Kahneman, 2002]
With the new General Data Protection Regulations (GDPR) coming over the horizon as of
May 2018, the legislation will seemingly change the narrative around how we regard the
nature of data capital, but also the accountability of its ownership. As a result,
authoritative entities will have greater legislative powers to fine organisations in the event
of a data breach. [Albrecht, 2016] At present however, emphasis from the private sector,
is often on the possibilities of large fines of up to twenty million Euros, or four percent of
global turnover if subject to a breach. [LuPiba, 2017] This is often with the intention to
motivate organisations into action. Businesses and individuals are presented with a choice,
either take a certain and initial financial loss in the form of digital security investment and
reformation of data capital, or take the chance at an even greater loss. [Kahneman and
Tversky, 1979] Prospect theory indicates that if given the opportunity, in this negative
scenario, individuals will generally be more risk-seeking if imparted with a choice between
a certain financial investment/loss, versus that of a gamble between no loss at all or a
larger loss in the form or a fine. This also applies to digital security regardless of legislation,
as the same choice is presented at the possibility of being affected by an intangible risk
such as malicious software or hacking, versus introducing mitigating countermeasures.
[McFadzean, Ezingeard and Birchall, 2007; Kahneman and Tversky, 1979]
3.2.

The Availability Heuristic in Cybercrime and Fraud

The premise behind the availability heuristic is elegantly simple, we assess the
commonality or probability of an event or risk, based on the examples that we can easily
recollect. A valuable heuristic, especially when regarding instances of crime rates, natural
risks and threats to you or your community. [Sunstein, 2004; Schneier, 2008] Those
examples that you can easily bring to your mind, assist your decision making as “common
events are easier to remember than uncommon ones” [Schneier, 2008] However, I elude
back to the methods in which we habitually consume contemporary mass media,
especially the news. Large, multi-national and impactful data breaches reach the news
with perceived regularity over the past few years. The examples? Large conglomerates
and businesses being targeted by hackers and nation-states, whether it is for high value
financial gain, intellectual property or reputational damage. The objective reality is that
behind those instances, it is actually rare in comparison to the breaches and attacks being
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felt on the larger business community and individuals personally affected by cybercrime
and fraud.[Levi, Doig, Gundur, Wall and Williams, 2016; Klahr, Shah, Sheriffs, Rossington
and Pestell, 2017] Those however, are not the examples you recall. You are reminded by
the vernacular and sensationalism present within the news, so when you make decisions
based upon your context, you biasedly assess the probability incorrectly. Additionally,
cybercrime and the intrinsic stigmatisation in regards to scams and fraud, also lead people
to avoid sharing it with friends, colleagues and members of the community. [Titus and
Gover, 2001] This aspect, interspersed with the recurrent inability to associate the
intangible threat with a criminal element or risk, leads to dramatic under reporting in this
crime type. This further uses the availability heuristic to biased decision making, as we
make assessments by social comparisons. An emotional and personal narrative from an
individual in a comparative context is far more impactful than a pallid statistic. [Schneier,
2008; Levi, Doig, Gundur, Wall and Williams, 2016; Klahr, Shah, Sheriffs, Rossington and
Pestell, 2017]

4. Conclusion
Using Ulrich Bech’s paradigm of reflexive modernity, it is possible to propose that the
internet and data capital could be conveyed as an expounded form of this model. As a
contemporary distributor of new qualities of risk and by its functionality, promoting both
individualism and subjectivism, it has become a new socio-technical institution. Due to the
increasing dependence on this intangible foundation and the notion that innumerable
facets of its structure inherently circumvents a number of our cognitive heuristics, leading
to fundamental and dangerous biases. This risk paradox, results in individuals not
associating the value of the data capital in which they store and disseminate, therefore
not assigning the right level of consideration to a factor of our modernity, that we would
do otherwise to other elements of traditional capital. [Beck, 1992; Anderson, 2001]
The countering of our cognitive heuristics and the subjectivity of security and risk further
reinforces the rationale that digital security has little to do with technology in its purest
sense. Countermeasures and accurate strategic trade-offs can only be made if the
perception of the risk and the objective probability is synchronised as closely as possible.
[Schneier, 2008] Due to the rapidity of technological promulgation, our societal narrative
has been unable to efficiently adapt to these new risks and threats to our welfare.
Education and awareness around data legislation and digital security needs to be
designed, not around conceptualising the threats themselves, but instead around our own
intrinsic motivations behind trade-offs. Within organisational structure and public safety,
the repercussions need to be framed positively to form non-mandated cultural change
that leads to information security awareness. [Siponen, 2000; Pfleeger and Caputo, 2012]
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Abstract: The steady growth of the world trade appears to be stopped, parallel to
nationalist tendencies in politics. A very modern Dilemma for the European States
Economies is whether to adopt a policy of free trade or of protectionism. European
Governments and economic associations were hoping for more growth and jobs
from deals such as CETA and TTIP, but this deals were stopped under the new US
President. The opponents of the EU's free trade agreements with Canada and the
USA are increasingly because they fear the softening of environmental, consumer
and social standards as well as more power for corporations. The controversy is
great; the dimensions of the agreements being debated are enormous. The
economic output of the EU and the USA together account for almost half of the
global gross domestic product. The paper presents the aspects of the actual debate
on protectionism and why so many experts see the „end of the globalization”. It
explains why the future of globalization in the 21st century seems more uncertain
than at the end of the 20th century and it points out the opportunities for a modern
Romanian Economy.
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Introduction
In recent decades, world trade has risen faster than production. Structural changes can be
observed under the influence of globalization. Since the 1990s, the expansion of world
trade has also been accompanied by strong opposing tendencies. These include increasing
regionalization through the formation of economic blocks and free trade zones, as well as
state protectionism. Protectionist measures in countries and groups of countries, as in the
case of various products and product groups, impede free trade in the world. The
protectionist instruments include tariff and non-tariff trade barriers. Since the 1970s, the
various forms of non-tariff trade barriers, which are also referred to as new protectionism,
have increased in particular. Many industrialized economies scramble for trade barriers
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on the markets, for example in the textile and clothing industry. Due to high agricultural
subsidies, market access is denied to many developing countries.
Under the influence of globalization and increasing internationalization, structural
changes in world trade can be examined. The share of trade in agricultural and
agricultural raw materials did not grow as strongly as trade in semi-finished and finished
products from industrial production. The shift in manufacturing processes from Western
Europe to East Asia, for example, has contributed to this. However, it is still the case that
the industrialized countries exchange their technologically sophisticated industrial
products against the labour and commodity-intensive products of the developing
countries. However, individual emerging markets have succeeded in penetrating into
typical export domains of industrialized countries, for example in electronics and electrical
engineering, automotive.
The movements of production and capital beyond all national borders, so what we call
globalization, is essentially confined to OECD countries in North America, Western Europe
and East Asia, as well as some emerging countries such as Brazil, India and, above all,
China. At the moment, free trade is most developed between the EU countries. To the
outside, however, the EU raises import tariffs. The revenue flows into the EU budget and
amounted to over 16 billion euro in 2014.

1. Free-Trade as a win-win situation?
Ricardo's theory of comparative cost advantages has proved that free trade is a win-win
situation for all countries involved. But despite these higher orders by mathematics, the
theory did not seem to be correct: Ricardo's contemporaries noticed that England was
getting richer - while the Portuguese economy was stagnating. As the British economist
John Maynard Keynes (1883-1946) later examined, Ricardo's theory applies only when
there is full employment in all participating countries.
However, for many years the free trade remained only a bare theory. In practice,
Europeans and Americans used protectionism in the 19th century to industrialize
themselves. The tariffs in the USA, which demand an average of between 35 and 50
percent – from 1820 to the Second World War – were particularly high. It was not until
1948 that American duties continually declined. The US did not dismantle their duties
until they were undisputedly the global economic supermarket (see Table 1). By the way,
this pattern can be observed in all industrialized countries: they introduced free trade
only when their own producers were among the world market leaders and they no longer
had to fear competition.
The first international free trade agreement called "General Customs and Trade
Agreement" (GATT) was concluded in 1947. In 1995 this treaty was replaced by the World
Trade Organization (WTO), but the objectives remained the same: tariffs and other
barriers to trade were to be gradually abolished. In 1995 free trade was also extended to
services, this separate GATS agreement also became part of the WTO. It is right for the
industrialized countries not to levy any tariffs. This artificial protection would only result in
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companies withdrawing from competition and collecting monopoly profits that
consumers would have to pay.
2. Is Free Trade harmful for eastern European countries economies?
Eastern European countries are developing countries and Keynes Theory concludes that
free trade is detrimental for them. The developing countries are today in a situation
reminiscent of Germany or France in the nineteenth century: they must try to reduce the
technological distance separating them from the industrialized countries. However, the
developing countries today are much more difficult than the Germans or the French 200
years ago. In the nineteenth century the technological gap between the richest and the
poorest countries was at most 4 to 1, as was calculated by the South Korean economist
Ha-Joon Chang, who is currently teaching in British Cambridge. However, the gap between
rich countries and the poorest countries has grown to about 60 to 1. Even emerging
markets was behind 5 to 1 when it comes to the productivity of their economy.
This means that if today a developing country wants to defend itself against the
supremacy of the industrialized countries, import tariffs of 40 per cent are not enough (as
the US had raised in the 19th century), but tariffs over 100 per cent. But instead, the
developing and newly industrialized countries are being forced to accept free trade
agreements and WTO agreements that provide declining tariffs.
Table 1 Average duties on manufactured products for selected countries; weighted average as a percentage of the value
of the goods

Country

1875

1913

1925

1950

Germany

4-6

13

20

26

France

12-15

20

21

18

U.K

0

0

5

23

Italy

8-10

18

22

25

U.S.A.

40-50

44

37

14

Source: adapted from Ha-Joon Chang

Some of the later industrializations, at an early stage of development, attempted to
protect their own economies by means of high tariff barriers. As soon as they were more
developed, they reduced tariffs. The USA and Great Britain were still importing industrial
goods at the beginning of their industrialization in the 19th century, with high tariff
barriers. Germany and the German Reich also protected their manufacturers by high
tariffs until the middle of the 20th century.

3. Protectionism
Under protectionism is understood government intervention in cross-border transactions
(and especially free trade) with the aim of protecting domestic producers from the
competition with foreign producers. Protection can be motivated by structural and/or
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employment policy when industries such as agriculture or mining are protected, which are
no longer internationally competitive. In developing countries, the educational patient is
sometimes referred to when it comes to growing young sectors and forcing them to
remain competitive. In theory, protectionist measures can, under certain conditions, also
help to promote future industries at the expense of other countries and to secure
pioneering advantages for their own economies. In addition to customs duties,
quantitative import restrictions and prohibitions, as well as regulations, subsidies and
taxes are used as instruments, which disadvantage foreigners from other countries.
However, the protection of individual sectors is usually bought by the fact that consumers
have to pay higher prices because cheaper foreign goods are discriminated against.
Moreover, the efficiency-enhancing effects of the international division of labour are not
used. In the case of structure-conserving protection, production factors are bound in over
dated uses, although they could contribute to a higher prosperity elsewhere. In addition,
protected industries tend to have less incentive to improve their competitiveness through
innovation and better work organization. Finally, in the case of one-sided protectionist
measures, retaliation threatens and in extreme cases a harmful protection spiral.

4. The End of Globalization!?
Since the fall of the Iron Curtain, nothing has shaped the economic and social life of the
world as much as the opening up of borders and the intertwining of production and value
chains between states and continents. "Globalization has been the strongest economic
power over two decades," said experts from the Swiss major bank Credit Suisse. But now
he is no longer sure that this will continue. They have given a study on the subject with
the title "The end of globalization or a more multipolar world". Scientists from the world
economic institutes also speak of a "turn of the century". And the deputy head of the
International Monetary Fund (IMF), asks: "Can globalization still meet expectations?”.
However, experts are recognizing signs that globalization is stopping. It may only get a
different face, as some of them say. A consensus is that globalization, as we know it, does
not continue its triumphant progress unchecked. This is due to profound economic
changes such as a slowdown in the international goods trade and a renaissance of
regional value chains. In addition, there are political factors that slow down globalization.
For decades, governments have been vainly struggling for further global trade
liberalization because industrialized and emerging countries cannot overcome their
conflicts of interest.
The International Monetary Fund dealt with this economic change in July 2016 in a paper
for the G20 Finance Ministers. In this, the experts of the Washington organization have
largely reverted the continuing weakness of the global economy to two factors: on the
one hand, the international exchange of goods does not revive the global economy as
much as in the previous decades. On the other hand, the efficiency of the world economy
is only increasing a small measure. The analysis of the IMF states that the long-term
slowdown in trade coincides with a weaker growth in productivity, which is an important
explanation for the disappointing economic development.
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Conclusions
More expensive French wine brought two British economists 250 years ago to think about
the customs-free exchange of goods. Today the free trade is mainly for highly developed
nations.
Free trade agreements always assume that symmetry must prevail in the agreements and
that all countries should reduce their duties as far as possible. An alternative might be
that the international agreements take into account the different stages of development.
The developing countries have, of course, long since realized that they are disadvantaged
by free trade agreements, which is why the international WTO negotiations are
interrupted again and again. TTIP, the agreement between the US and the EU, can
therefore also be interpreted as a welcome detour for Americans and Europeans to
implement free trade outside the WTO.
There is lot to debate about whether free trade is the right way to go, or whether certain
protectionist measures are better for the states and for global trade. Developing countries
could also benefit from free trade and they can increase their own prosperity on their
own. However, the specialization of the individual countries on specific industries is a
danger. This would mean a great dependence on the respective industry. Protectionism
also offers the possibility to cushion structural changes. This slowed down the decline in
coal mining in Germany, for example. It is also important to protect such industries, which
are only in their development and development. The path to competitiveness can be
facilitated by protectionism. There are therefore good arguments for both approaches,
which cannot be dismissed by hand.
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Abstract: Currently, the data management process combines resources from many
areas. Information and Communication Technology manages the result of resource
processing and helps develop a data set. Effective data management minimizes the
risk of errors. The errors may be the result of involuntary data omission. The
efficient centralization of large data is achieved through the computer assisted and
knowledge management. Software programs are created according to the needs of
the user. The user centralizes, stores, selects, or processes the data efficiently in
order to get quick answers to any questions. European funds have raised a number
of questions based on numerous information. Managing the necessary data in order
to get European funds can be done with the help of IT Management. IT users need
to combine resources properly to link the interlocutor's question to the respondent.
In Romania there are a number of anomalies in the computerized data
management process. Current computer software users claim that they are
deficient and improvements are needed. User-generated anomalies must be a new
resource base for processing by IT technologies for managing European funds. With
the help of this exploratory research, we have outlined a level of satisfaction with
the users of the computer programs created in order to manage the European
funds.
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Introduction
Currently, European funds are managed with the help of technology. The creation of
software applications designed to centralize and manage data is necessary, especially
when the data volume is large. People who want to develop a business with European
funds write drafts that they give for approval with the specially created MySMIS
application. Those who accessed and used the application are not very pleased and believe
that it needs improvements especially on the data processing and data collection side.
European funds have a high degree of access and with the help of improved IT programs
the processing of information will be achieved more quickly and efficiently.
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1. Literature review
This paper aims to investigate the decision-making environment and IT systems for
decision-making, intelligent systems and technologies, and also how to use these
technologies to improve decision-making in accessing European funds.
Under the current economic and social conditions, making the right decisions has become
a difficult task. Due to the increase in the amount of data and the difficulty of managing
and processing it, the decision-making process is no longer considered an exclusively
human activity.
Information and communication technologies support decision-making through the
computerization of decision-making and the emergence of new information and decisionsupport systems. Decision support systems have a role to play in supporting the manager
in addressing the complex environment and the situation on which a decision is to be
taken.
An important step in accepting these systems, implicit in their development over time,
was the understanding and acceptance of the idea that these tools are not intended to
replace the decision-maker, but to support and assist it.
Under the conditions of developing the knowledge society and knowledge-based
organizations, the complexity of managerial problems has increased, and decision-support
IT systems have begun to be made using solutions based on artificial intelligence
technologies. The goal of approaching intelligent technologies in delivering decision
support systems was to use human reasoning both to lead to solutions for complex
decision-making issues and to increase knowledge within the organization, enhancing the
quality of the managerial process.
A well-developed IT infrastructure, along with IT systems, is an indisputable support for
decision makers who face a multitude of issues. This informational society in which we live
is deeply influenced by the development of information and communication technologies,
which causes a substantial change in the information process, a process centered around
the notion of information, and which determines the structural and functional definition
of the information system.
New information technologies have positively influenced all areas of activity by making
decisions. Decision-making tasks are becoming more and more difficult to accomplish
without the human decision-maker being assisted by computer tools, known as decisionsupport IT systems The main storage medium for European funds is MySMIS. Through this
information system, potential beneficiaries in Romania will be able to request European
money for the 2014-2020 programming period.
The application is unique and looks the same for all operational programs. The link is made
to each guide individually and the completion instructions will also be customized. The
operational programs managed by MySMIS for the 2014-2020 programming period are in
the figure below.
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Figure: 1 EU funding programmes 2014-2020

Source: 1 http://euroco.ie/funding-opportunity/eu-funding-opportunities-2014-2020/

When accessing MySMIS2014 Front-office first step is creating a user account. The
information must be real and compliant with the identity document (for Romanian
citizens/residents) as the data entered with the MAI database is verified. All required
fields must be filled in. After completing all registration steps, an account activation email
is sent to the email you filled in the registration. The link is active for 30 minutes. Login to
the user account can be done in two ways: email or user name generated by the system
and received by the user with the activation link. Password recovery for account based on
email and verification on, serial act id.
After the account has been entered, there are several options: Enrollment request for a
project (Creation of legal entities, Choice of a legal entity already created to which the
user has already been enrolled, Change of account password, Modification of profile data,
Electronic identification of the user), Create Legal Entity Account/Authentication
(Downloading the digital signature registration form, Digital Signature of the downloaded
document, Uploading the electronically signed document), after the electronic
identification has been accomplished, the legal entity can be created by completing the
required data and downloading and electronic signing of the related declarations for the
legal/empowered representative for that entity.
Once the legal entity has been created, users can enroll and associations of legal entities
can be created at the level of projects in that entity's portfolio.
Following the creation of the legal entity, user enrollment can create projects in a system
that can associate legal entities, also based on an association code requested by the entity
that created the project. The flow is the same as the request/acceptance enrollment. In
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order to enroll, in a legal entity to create and edit projects for that legal person, it is
necessary to know the enrollment code obtained from the legal entity where the
enrollment is sought. After the enrollment request, the entity's acceptance must be
received. Once received, you can create and edit projects for that legal entity. Creating
projects in the system involves defining a title and choosing the call on which the project
will be submitted. The user enrolled in a legal entity will be able to see and choose from all
the projects created on that legal entity. The system allows attaching documents,
provided that for that step, it was allowed to attach documents to the definition of the
Back-office call.
After completing and completing all the steps you will be able to generate the request for
funding in the requested structure and with the data entered. This document will be
electronically signed by the personally identified personally as legal/empowered
representative for that legal entity. Only the person who is the legal/empowered
representative of the entity may submit the application for funding.
Also through MySMIS are submitting projects and for the small companies that want to
attract European money from the Regional Operational Program, managed by the Ministry
of Development, as well as companies that access European funds for information and
research technology projects within the Competitiveness Operational Program managed
by the Ministry of European Funds.

2. Results and discussions
The research involves identifying the degree of satisfaction of those using the MySmis
application to request European funds. The application is a platform that helps transmit
and centralize data more easily.
1. What are the sources of information about the MySMIS application?

Figure: 2 The sources of information about the MySMIS application
Source2 : The author`s own design

18% of respondents say they have been informed about how to access European funds
on the internet and 16% through the Ministry of European Funds. About 5% of the media,
family and friends, and 3% other sources such as courses organized specifically for people
wishing to qualify as a "European funds access specialist" and "project manager".
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2. How long have you been using MySMIS?
Respondents interested in accessing European funds claim that 67% know the MySMIS
application from the time it was tested for the first, and about two or one year after,
respectively 16% and 17%.
The percentage of 67% shows the entrepreneurs' availability to attract European funds is
quite large and they are open to developing their businesses.

Figure: 3 Using the MySMIS application
Source: 2 The author's own design

3. What do you think are the strengths of MySMIS application?
Respondents say they are pleased with 20% of the application because it manages all of
the operational programs and 10% has its components and application guides.

Figure: 4 The strengths of MySMIS application
Source: 4 The author's own design

4. What do you think are the weaknesses of the MySMIS application?
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Figure: 5 The weaknesses of the MySMIS application

Source 5: The author's own design
Figure: 6 The degree of content of MySMIS users.
Source: 6 The author's own design

Respondents support between 15% and 20% of the data loading and processing of the
application, such as: Loading the elements of the CV row in a row 15%, Charging each item
of expenditure in the budget as well as related supporting documents 20%, Registration of
new legal entities
in the application 15%.
5. How content

are you with MySMIS?

Figure: 7 The operational programs used by the respondents
Source: 7The author's own design

20% of respondents are satisfied with how the application works and only 5% are
dissatisfied.
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6. What is
operating
program
are using?

the
you

Figure: 8 Need to improve the program
Source: 8 The author's own design

8% respondents applied for PNDR and POCU programs, 7% for POR and POAD, 6% POAT,
5% POIM and POC and 4% POCA.
7. Do you think this program needs improvement?
Respondents consider 33% that the application needs improvement, and 17% are
unnecessary.

Conclusions
For the 2014-2020 programming period, art. 122 (3) of Regulation (EU) No. 1303/2013
creates an obligation for Member States to ensure the electronic exchange of data
between beneficiaries and the management and control system structures, allowing
beneficiaries to submit all the necessary information in one submission. To meet these
obligations, Romania is developing the integrated MySMIS2014 computer system.
MySMIS2014 was launched on March 28, 2016. Currently, the Call Definitions module
(dedicated to AM), Application for funding (dedicated to grant applicants), Project
Evaluation and Selection (for MAs and applicants), Contracting (for MAs and applicants),
respectively Acquisitions (for grant applicants).
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The European Union funds Member States through its Multi-annual Financial Framework
(MFF). The current MFF runs from 2014 to 2020 and involves a maximum spend across
Europe of €960 billion (or £812 billion, at September 2016 exchange rates). The MFF is
now a fairly complex piece of financial machinery, developed over a number of years, to
try and take account of different needs of Members of the EU.
The Structural Funds are intended to promote smart, sustainable and inclusive growth,
increasing economic activity and employment across the EU. The Structural Funds are
composed of two similar sized funds: the European Regional Development Fund (ERDF)
and the European Social Fund (ESF). In Scotland, funding is split between two Programme
areas: Highlands and Islands (accounting for around 20% of total funding), and Lowland
and Uplands Scotland (essentially the rest of Scotland).
Structural funds flow into the complex landscape of economic development. It is not a
straight forward task to track the ultimate recipients of the funding. However, data is
available on the funding provided to Delivery Agents. Delivery Agents are often the
organisations taking the lead on behalf of a group of partners. They will usually spend and
claim a significant proportion of the structural funds directly, but may also distribute some
of the funding to other partners.
A new approach is needed to develop decision support systems, highlighting new ways to
implement decision algorithms through a system that has been implemented in
accordance with advanced engineering programming principles. MySMIS storage should
be improved to allow applicants to complete the Human Resources section by uploading a
PDF resume to upload a single job post for similar items in the Human Resources section
and to supplement your budget in offline format and upload the post in the system.
Trends imposed by the current level of software technologies allow implementation
decision-support systems using the latest technologies.
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Abstract: The role of patrimonial valuation is very important in dynamising the
business that are carried out by Romanian companies. More and more Romanian
companies state-owned or with private or mixed capital use the support of the
authorized expert evaluators ANEVAR for certain specific needs for patrimonial
valuation of assets or businesses, for various purposes.
We consider that a first necessity established by the Romanian legislation for
companies is to evaluate the buildings they own, for tax purposes, which must be
carried out with a certain rhythm.
Secondly, we refer to the necessity and usefulness of valuation or revaluation of
fixed assets (intangible, tangible and financial) or current assets (stocks, receivables,
etc.), in order to reflect their actual market value in the annual financial statements,
for the accurate presentation of these assets in these reference accounting
documents that can be searched and used by various external users interested in
the course of such business.
Third, but not necessarily lastly, we will focus on the necessity and utility of
patrimonial valuations for various ongoing business activities, which are required
for various situations such as: entry or exit of business owners; purchases or sales of
existing business, mergers, divisions or liquidations of business and other situations
stipulated in the Romanian normative acts.
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1. CONCEPTUAL ASPECTS OF THE ROLE OF ASSET VALUATIONS
In this first part of our communication, we want to approach the following issues: 1) the
main concepts and definitions used in the valuation of different types of assets; 2)
fundamental principles used in valuation and the principles used in the business valuation;
3) economic actors using information provided by the asset evaluators; 4) situations
requiring valuation for businesses or for different assets; 5) incentives for buyers and
sellers to trade with businesses or assets.
According to the latest edition of the 2011 International Valuation Standards, the following
types of values are mentioned and defined: 1) Value type; 2) Investment value; 3) Fair
Value; 4) Special value; 5) Market value; 6) Synergy value1.
We continue to present these very important definitions in the evaluation. Value type - an
explanation of the fundamental assumptions of estimating a value. Investment value - the
value of an asset for the owner or a potential owner, for a particular investment or for
exploitation purposes. Fair value - the estimated price for the transfer of an asset or
liability between identified, knowledgeable and resolute parties that reflects the interests
of those parties. Special value - an amount that reflects the particular characteristics of an
asset that are valuable only to a particular buyer. Market value - The estimated amount for
which an asset or liability could be changed on the valuation date between a willing buyer
and a resolute seller in an unbiased transaction after appropriate marketing and in which
the parties acted each knowingly, prudently and without constraint. Synergy value - an
additional element of value created by combining two or more assets or rights, whereby
the combined value is greater than the sum of the separate values.
In the Glossary presented in the ANEVAR Standards for property valuation, Edition 2017,
are presented, among other things, the types of approaches used in the evaluation, from
which derive the methods and procedures actually used by the evaluators in this activity.
We would like to focus on: 1) Valuation Approach; 2) Asset Based Approach; 3) Cost
Approach; 4) Market Approach; 5) Income Approach.
Valuation Approach means one of the three main ways of estimating value. Each valuation
approach includes different methods that can be used to apply the approach principles to
the asset types or specific situations.
Asset Based Approach is a method of estimating the value of an enterprise or equity in an
enterprise, based on the sum of the net value of the individual assets and liabilities.
Because each asset and liability can be measured using any market, cost, or income
approach, it is not a distinct approach.
Thus, the Cost Approach is a valuation approach based on the economic principle that a
buyer will not pay for an asset more than the cost of obtaining an asset of the same utility,
whether by purchase or by construction.
Market Approach is a valuation method that provides an indication of the value by
comparing the subject asset with identical or similar assets whose price is known.

1

IVSC, Standardele Internationale de Evaluare 2011, ANEVAR, Bucharest, 2011, p.12
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Last but not least important typology of approach is the Income Approach and stands out
as an valuation approach that provides an indication of value by converting the future cash
flows into a single capital value.
It is imperative to briefly refer to the fundamental principles of valuation and to explain
very briefly those used in the business valuation.
The fundamental principles used in the valuation are equally valid for the valuation of the
real estate, business or intangible assets.
The most important valuation principles are: 1) The principle of anticipation; 2) The
principle of substitution; 3) The principle of change; 4) The principle of the demand and
supply; 5) The principle of contribution; 6) The principle of competition; 7) Balance
principle; 8) Best Practice Principle; 9) Compliance principle; 10) The principle of externality
(external factors).
To evaluate a company, a business, using a series of distinct principles, which we will
continue to refer.
Estimating reasonable value of a business is based on experience and judgment based on
information, but it must be based on a well-defined theoretical foundation.
The principles listed below have been synthesized from the combination of economic
theory, enterprise valuation standards, market realities, and the logic common sense(Pratt
S., Niculita a, 2008).
Principle 1: The assessment will be based on performance evaluation standards.
Mandatory enforcement of these standards is not a "fashion" or a mandatory legal
regulation.
Principle 2: Evaluation of an enterprise is conducted only by authorized evaluators with
adequate training and experience in evaluating the type of business and its location;
Principle 3: Evaluation is not an exact science. It is only the estimation of another type of
value, defined by taking into account all relevant factors; in other words, the final view on
the value of an enterprise (as any other type of property) cannot be measured precisely,
but only by a reasonable amount so as to allow a transaction to be carried out with the
object of that property;
Principle 4: The value of an enterprise that will continue its normal operating activity in a
foreseeable future derives from the future anticipated incomes; so, the value is based on
the perception of market players on future incomes (cash flow), generated by business
acquisitions;
Principle 5: When the value of an enterprise is perceived as the equivalent of future
benefits, it may include a transferable component and a non-transferable component
(goodwill);
Principle 6: The best source of value is the market. This means that, if the market provides
enough and reliable informations, the most appropriate and relevant valuation approach
for an enterprise and its individual assets is the real market approach;
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Principle 7: Approaches and evaluation methods are interdependent each other, the effect
of interdependence being to obtain close indications of the value required by the client;
Principle 8: The estimated value through an evaluation activity is valid only at a certain
date, called the date of the valuation. Fast and inevitable changes of consumer behaviour
generates social, economic and administrative changes whose values can be estimated
only for a certain and unique moment.
Principle 9: The minimum limit of an enterprise value is company’s net asset value upon
liquidation.
Principle 10: Separation of the non-operating assets, their separate valuation at market
value minus the expenses generated by the sale and the addition of this value to the
results obtained by applying the selected valuation methods;
Principle 11: A particular approach or a method of evaluation is usually the most
appropriate, being recognized as preferred by the market participants;
Principle 12: When calculating the value of each share, the value of the share in a minority
package is less than the value of a share in a majority stake;
Principle 13: The size of the value is influenced by liquidity (Stan S., Anghel I, 2013 ).
In the process of evaluating both the different asset classes and types of business, will be
of interest too the actions and results of various actors in the economy.
Among those interested in the specifics of the evaluation activity can be considered:
1) Any investor holding a capital may have the following intentions:
a) The purchase of assets, of an enterprise, of a business as a whole, in order to assume the
function of productive exploitation and to manage it. In this situation, several strategies
are possible: the acquisition of an enterprise to carry out a productive activity on its own;
the development of an activity (external growth - by taking over a competitor through the
merger); its diversification (multiple-activity companies);
b) The purchase of goods, businesses or parts of an enterprise (share portfolio) in order to
obtain from the amount thus invested the highest return under the assumed risk;
2) Shareholders or associates who are interested in a fair valuation of the firm to know its
prospects of evolution, an evolution that will dictate the future investment behaviour (first
of all the sale of some of the shares held / purchase of new shares or social parts). The
study of the company value development will bring to light the concrete results recorded
by the company's manager, helping them in the decision to keep in or to release him from
function;
3) Banks are interested in knowing: a) the level of indebtedness, the quality of the
guarantees and the future financial potential of their clients, the position in a rating logic in
order to model and flexibly, according to the client, ; b) potential economic and financial
performance of enterprises, useful in the activity of consulting, counselling, custody and
placement services;
4) Investment funds and financial institutions for the management of their portfolios;
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5) Insurance companies for the calculation of insurance premiums or guarantees offered
by natural persons or enterprises;
6)The management team of each enterprise is permanently interested in knowing the
value estimates associated with the enterprise that manages it by the market or the
community of professionals to substantiate various managerial aspects: investment
decisions, financing, labour contract clauses, strategies in case of mergers, divisions or
liquidations of the firm, liquidity flows in different situations;
7) Suppliers and creditors of an enterprise to substantiate and negotiate more or less
favourable terms of payment or to substantiate the debt conversion decision;
8) Employees who may require wage claims;
9) State, that is often interested in the valuation of businesses or assets in the form of land,
buildings or means of transport, especially for tax reasons. There are several situations
during the course of the business that require an evaluation to be made for enterprises or
for different assets, namely: 1) sales transactions; 2) legal actions with patrimonial purpose
(merger, division, liquidation, shares, etc.); 3) changes in the number and composition of
shareholders; 4) changes in the size and structure of capital; 5) the need for managers to
be aware of the value of their business and its evolution over time; 6) comparisons
between enterprises in the same field and of the same size; 7) the necessity of listing on
the stock exchange; 8) the willingness of the economic actors to make investments in time,
by buying or selling different assets, under conditions that are as advantageous as possible.
When the valuation is made on the occasion of a business or asset transaction, the
buy/sells motivation is viewed differently from the seller or buyer.
For the seller, there are a variety of motivations that lead him/her to participate in the
enterprise deal (business): 1) the decrease of the business level or the market share held;
2) the urgent need for liquidity (regardless of business profitability); 3) strategic
considerations; 4) economic degradation; 5) property type change due to government
policy (privatization or nationalization); 6) natural causes (the heirs of the owner do not
want to keep the business).
For the buyer, the objectives are found in the estimated returns for the investment to be
made. In addition, the motivation to buy a business can also be determined by: 1) the
desire to strengthen its position on the market; 2) the desire to have one's own business;
3) business profitability; 4) diversification the activity to reduce risk; 5) intensification of
vertical integration process.
In addition to the factors that influence the value of an enterprise, its price also depends
on the criteria used in the evaluation: a) objective criteria; b) subjective criteria.
At the end of this first part of the communication we would like to draw some conclusions:
1) International bodies (IVSC) and national (ANEVAR) are constantly concerned with the
updating of international valuation standards and their adaptation to national specificities
(as ANEVAR does);

305

2) The evaluation activity is based on thorough conceptual and normative bases as well as
very clear principles, which are also periodically reviewed, depending on the requirements
of the economic environment in each country;
3) The results of enterprise and asset valuation actions generates interest in a growing
number and range of economic actors in the market for the most diverse motivations;
4) Business and asset valuation actions are becoming more and more necessary and
required because the economic actors mentioned in our communication want to
participate in various transactions with highly valued assets and to base their choices, of
the market values of these assets and not only according to their subjective judgment
criteria.

2. ISSUES REGARDING THE VALUATION OF BUILDINGS FOR TAXATION AND
THE IMPORTANCE OF THIS ACTION FOR AUTHORITIES AND TAXPAYERS
In the second part of our communication we sought to capture the following aspects: 1)
the provisions of the normative acts that made mandatory the valuation for the taxed
buildings; 2) the main provisions of the valuation standard that relate to the elaboration of
taxation; 3) some changes in the buildings valuation for tax purposes for 2017.
Starting in 2015, the regulations on the building tax system have also been amended in
Romania and it started the implementation of this operation based on the valuations of
these assets by authorized evaluators.
In this respect, Law no. 227/2015 regarding the Fiscal Code has been amended and
supplemented, with the following aspects: natural persons who on 31 December 2015
owned non-residential buildings or mixed-purpose buildings were obliged to submit
declarations by 30 June 2016 inclusive, for determination the tax on the basis of an
evaluation of these assets, which will take place in the following years, under the
conditions and at the intervals stipulated by normative acts.
In determining the taxable value of a building under evaluation standard ANEVAR 2015
GEV 500, entitled "Determining the Taxable Value of a Building" (currently upgraded with
the 2017 version), three approaches can be used: 1) market approach 2) income approach
; 3) cost approach.
The market approach applies only if the land associated with the real estate, which is part
of the valuated building for tax purposes, is not an individual share, and the taxpayer
provided information to the evaluator on the land surface.
The market approach consists of two stages: 1) the estimation of the market value of the
real estate that includes the building subject of taxation, as well as the contribution of the
land corresponding to it; 2) allocating the market value obtained in step (1) between the
value of the building and the value of the land.
The market approach applied to both the whole real estate (stage 1) and only the land
(stage 2) will look physically identifiable comparable. Information on comparable data from
specialized sites or other sources will not be used if these comparables cannot be
identified physically. Physical identification means the possibility of field inspection of the
property during the valuation or subsequent verification. Comparable inspection is
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mandatory if there is insufficient detail in the scripted information to allow the
identification of all the elements of comparison and the application of the adjustments.
The income approach applies only if the land is associated with a real estate, which is part
of the valuated building for tax purposes, is not in the individual quota and if the taxpayer
has provided the evaluator with documented information on the land area.
Application of the income approach consists of two stages: 1) estimation of the market
value of the real estate that includes the building subject of taxation as well as the
contribution of the land corresponding to it; 2) the allocation of the market value of the
real estate property obtained in step (1) between the value of the building and the value of
the land.
The income approach will be applied for valuation of rented real estate and real estate
properties for which there is an active rental market. The active rental market means the
existence of at least three comparable rented assets at the time of estimating the taxable
amount.
In the case of real estate rented at the date of the valuation, the rent level of which is
different from the market rent, the evaluation report will use the market rent. If there is no
comparable market information, the income approach will not apply.
Cost approach, according to Evaluation standard ANEVAR 2015 GEV 500 ”Determining the
taxable value of a building” consists in estimating the new cost from which will be
deducted the physical and/or functional impairment, as appropriate. There will be no
economic / external depreciation. The evaluator has to choose between the two new cost
types - replacement cost and rebuilding costs - and use one of these types consistently in
the application of this approach.
When it is used the replacement cost, it is not appropriate to determine functional
impairment. When using the reconstruction cost at historical or cultural monument
buildings, total depreciation is the cost of restoration and it is not appropriate to cause
functional impairment.
Next, we will point out some changes that were made for the year 2017 in the evaluation
of buildings for taxation, changes revealed by an ANEVAR reference specialist, Adrian
Vascu, former president of this body in the years 2008-2009 and 2014-2015 and posted on
the ANEVAR website
For the year 2017 no significant changes were made to the rules in force on 31 May 2016,
when the evaluation operation was completed in 2016.
Thus, the ANEVAR guidelines published on the site with the entry into force of the new tax
code remain valid in early 2017, with the additions listed below:
1) Period of implementation of the assessment was 1 January to 31 March 2017;
2) Legal entities that have completed their latest revaluation with the valuation date
December 31, 2013 may avoid raising the tax rate to 5% by carrying out the tax assessment
in the first quarter of 2017;
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3) Valuation reports for taxation are made only by authorized evaluators registered in the
Official Gazette (anevar.ro) who must use the 2017 parable;
4) Certified evaluators are required to register in BIF the valuation reports;
5) Valuation reports for taxation may not have effect for 2017 if they date the report after
31 March 2017;
6) Evaluation date is December 31, 2016;
7) Annex 4 of the GEV 500 was updated on 29 December 2016 so that in the case of mixeduse buildings only the non-residential area would be valued if it had been allocated a
distinct cadastral number. In all other cases, the entire area of the building will be valued in
the case of non-residential use;
8) In the case of a mixed-use flat, the entire apartment will always be valued under the
non-residential use assumption. It is wrong for the evaluators to report only the taxable
value of the non-residential area in the valuation reports.
At the end of this part of the communication we will refer to some conclusions and
proposals:
1) In this type of valuation, the most appropriate and used valuation is the cost approach;
2) This approach implies the use of building valuations made in 1965 and updated with
indices up to the present day;
3) The cost approach also involves taking into account a specific methodology for
determining physical impairment and taking degrees of impairment in some tables
provided by ANEVAR, depending on the type of buildings, in which are built in the
environment serve as shelters for various activities;
4) The establishment of valuation has enabled the legislator to use higher tax rates for the
non-residential use of these premises, as opposed to their residential use, which is not
likely to benefit taxpayers;
5) We believe that the ANEVAR methodology for valuating buildings for tax purposes
should have allowed, in addition to functional impairment, the calculation of the
depreciation of buildings from economic / external causes that affect the value of buildings
and it is natural to be taken into account;
6) We also appreciate that our norms (the Romanian Parliament, the Government of
Romania and the Ministry of Public Finance) and the system of building tax on the use or
use of the buildings for non-residential purposes should be reviewed, as they are currently
high or very high.
3. OPINIONS ABOUT OTHER TYPES OF ASSET VALUATIONS AND THEIR IMPORTANCE FOR
BOOSTING THE BUSINESS
There are several moments and situations in the process of evaluating when different asset
categories that requires such operations to take place. We would like to mention the
following: 1) to guarantee bank loans for investment in fixed assets (land, buildings,
inventories, other high value assets requiring loans); 2) when inventorying the assets,
liabilities and equity of enterprises; 3) on the occasion of the liquidation, merger or division
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of the various undertakings; 4) when the divorces take place and the object of the divorces
is also property; 5) on insurances for different risks of housing, cars, stocks and other
assets available to individuals or businesses; 6) for tax purposes, for land, buildings and
means of transport belonging to natural or legal persons; 7) on the occasion of different
transactions in the real estate or other assets of high value; 8) other situations requested
by different economic agents.
From all the situations mentioned above, we would like to refer to two such valuations
that are of great importance for business dynamics, such as: 1) valuation for guarantees in
case of bank loans; 2) valuations when inventories of assets, liabilities and equity in
enterprises.
For evaluations, for guarantees in the case of bank loans, it is used the EVALUATION GUIDE
- GEV 520 entitled "Credit Guarantee Assessment"
Following are the most important aspects of this guidance currently applicable in Romania.
This guideline establishes principles for the valuation of the real guarantees of the nature
of tangible assets, which we will continue to enumerate.
1) When evaluating the real guarantees, the evaluator shall estimate their market value;
2) The necessary documents for the evaluation report will be made available to the
authorized evaluator by the applicant for the report. The evaluator must prepare and
submit to the applicant the list of documents and information necessary to carry out the
valuation.
3) The term of the valuation reports will be determined by the credit institution and
evaluator and may vary depending on the specific aspects of the subject property. The
minimum length of time for the preparation of an evaluation report is three working days
from the date of receipt of all the documents necessary for its elaboration and the
inspection of the property;
4) The tangible assets that will be subject to valuation based on the provisions of this guide
are mainly: a) real estate (land, apartments, individual housing, commercial spaces,
industrial premises, offices, hotels, etc.); b) movable goods (equipment, machinery and
installations, furniture, stocks, etc.);
5) The evaluation includes all the research, information, reasoning, analysis and
conclusions necessary to reach the estimated value. This activity begins when the
evaluator accepts an evaluation and ends with the presentation of the conclusions of the
evaluation to the client;
6) The stages of evaluation of such assets are: a) definition of the evaluation problem; b)
setting the terms of reference of the evaluation; c) data collection and ownership
description; d) market analysis; e) applying evaluation approaches; f) analysis of the results
and the conclusion on the value; g) reporting;
7) In order to express a conclusion on the value of a good, the evaluators will use specific
methods that fit into the three valuation approaches recognized by the Valuation
Standards in force: a) market approach; b) income approach; c) cost approach;
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8) Quantitative and/or qualitative techniques are used in the market approach. They can
be used, both separately and in combination with each other. Quantitative techniques are:
a) data pair’s analysis; b) analysis of secondary data; c) statistical analysis; d) cost analysis.
Qualitative techniques are: a) analysis of relative comparisons; b) trend analysis; c) ranking
analysis; d) interviews;
9) To estimate the value of free land, the evaluator can use different methods: a) direct
comparison; b) extraction from the market; c) allocation (proportion); d) analysis of land
plot and development; e) residual; f) the capitalization of the rent/lease land;
Evaluation of such assets is done in three credit-related moments: 1) at the credit granting
stage; 2) during the course of the credit; c) in the forced execution phase.
From what is presented in this part of the Communication, we have drawn the following
conclusions:
1) Involvement of natural and legal persons in lending actions for the purchase of real
estate would be preferable by prior consultation of specialized evaluators in order to
determine the necessity, timeliness and feasibility of such investment;
2) Each bank should systematically review the list of authorized evaluators to carry out this
operation when contacting credits during the course or forced execution in order to
recommend to the clients of the banks that have taken credit, permanently the best
specialists in this field;
3) The regular professional training that ANEVAR carries out annually with the evaluators
on the credit guarantee area is carried out systematically and with the mandatory
participation of specialists from the banks.
At the end of this third part of our communication, we will refer to the valuation of the
inventory of the assets, liabilities and equity of enterprises.
The basis for this assessment is the Order of the Minister of Public Finance no. 2861 of
October 9, 2009 for the approval of the Norms regarding the organization and
performance of the inventory of items such as assets, debts and equity.
Inventories and valuation of elements such as assets, debts and equity may be carried out
with both employees and service contracts with legal or natural persons with appropriate
training (here are also offices and asset valuation firms).
In relation to asset valuation (we will refer only to intangible and tangible assets), we take
into consideration the following aspects during the inventory:
1) The inventory of intangible assets is carried out by establishing their existence and
belonging to the holding entities, and in case of patents, licenses, trademarks and other
intangible assets, it is necessary to prove their existence on the basis of the titles of
ownership or other legal documents certifying the legal rights;
2) Land inventory shall be carried out on the basis of the documents evidencing their right
of ownership and other documents, according to the law;
3) Buildings are inventoried by identifying them on the basis of ownership titles and their
technical file;
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4) Special constructions and equipment such as: electricity, heat, gas, water, sewerage,
telecommunications, railways and the like, are inventoried according to the rules
established by their owners;
5) Tangible assets that are out of the entity during the inventory period (ships,
locomotives, wagons, planes, cars, etc.), that are left for a long period, power machines
and energy equipment, machinery, equipment and workstations, measuring apparatus and
equipment, control and adjustment facilities, and means of data transport for off-site
repairs are inventoried prior to their temporary departure from the entity's management
or by written confirmation received from the entity in which they are located, according to
their approved procedures.
6) In the inventory lists of intangible and tangible assets which are in progress, for each
item, the following shall be mentioned on the basis of the spot finding: the name of the
object and the value determined according to the execution stage, based on the value in
the existing documentation currency) as well as the volume of work done at the inventory
date.
7) The materials and tools received from the beneficiaries for assembly and not
incorporated in the works are separately inventoried;
8) Investments put into operation in whole or in part, which have not been registered as
tangible assets, are registered in separate inventory lists. Also, investment works that are
no longer executed, being suspended or abandoned, are registered in separate inventory
lists, mentioning the causes of the cessation or abandonment, the approval of cessation or
abandonment and the measures proposed in relation to these works
Of course, the provisions of this normative act are much more numerous and more
detailed and do not only concern aspects related to the evaluation of these assets that
must be inventoried.
At the end of this part of our communication, we will mention some conclusions and
proposals regarding the involvement of evaluators in the inventory operation, hopefully
useful for the beneficiaries.
1) The purpose of the inventory is to establish the real situation of all the elements of the
assets, debts and equity of each entity and the evaluators have a very important role in
this action;
2) Appraisers who are co-opted in this inventory action must perform professionally their
duties, according to the standards, the requirements of ethics of the profession and only
accept missions related to their professional qualification (to evaluate only the goods for
which they are qualified).
Professional accountants and appraisers are specialists in economics and business, working
in commerce, industry, financial services, education, and the public and private sectors as
independent expert or advisers (Ionescu L, 2016). ;
3) We propose that public institutions and private entities, that have very complex or
unique or atypical asset management, for which they do not have their own valuation
specialists, should be obliged, by regulations, to use the inventory to authorized appraisers.
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Conclusions
1) Assets valuation is very important for all categories of market economy actors and these
specialists should appeal without reservation whenever the opportunity and efficiency of a
business is at stake, without any holds and reserves for financial reasons, because that is
the only way to avoid further damage or subsequent failures;
2) Public or private entities need to realize that serious business and investment are
initiated, maintained, and developed only if, in addition to legal professionals, accountants,
human resources and other specialists, they appeal with all confidence to the appraisers,
who can prevent the mistakes in the business and financial management. Assets valuation
could prevent the corruption practices in public or private sector accounting (Ionescu, L.
2017);
3) From an economic and political point of view, the current stage in which we are calls for
the strengthening of business and professional connections with similar entities in the
European Union and around the world, in order to be permanently connected to the
elements of progress in these areas and avoid the unpleasant experiences of those who
have failed in business and life.
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Abstract: There is agreement in Romania that implementing the circular economy is
a good thing to do. Unfortunately this does not mean that the good thing is done.
The same applies to the introduction of the euro. There is a risk that the
implementation of the circular economy is in the same way and with the same
arguments repeatedly postponed as in the case of the euro. A major argument to
postpone the introduction of the euro has been that real convergence is considered
insufficient yet and that pensioners would end up with a low income. There is a
danger that in Romania the circular economy is praised like the euro, but not
implemented because of transaction costs and insufficient convergence.
Overcoming the fear for the circular economy and for euro introduction needs
courage and learning that both the circular economy and the euro introduction can
foster real convergence and not the other way round.
Keywords: circular economy, euro, courage and learning for Romania.
Portia: Good sentences and well pronounced.
Nerissa: They would be better if well followed.
Portia: If to do were as easy as to know what were good to do, chapels had been
churches, and poor men’s cottages princes’ palaces. It is a good divine that follows
his own instructions: I can easier teach twenty what were good to be done, than
be one of the twenty to follow mine own teaching.
William Shakespeare, The Merchant of Venice, Act 1, Scene II.
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1. The circular economy and the euro: curiosity without implementation
kills the cat
There is agreement in Romania that implementing the circular economy is a good thing to
do. Unfortunately this does not mean that the good thing is done.
The same applies to the introduction of the euro. However, there is a risk that the
implementation of the circular economy is in the same way and with the same arguments
repeatedly postponed as in the case of the euro.
A major argument to postpone the introduction of the euro has been that real
convergence is considered insufficient yet and that pensioners would end up with a low
income. Real convergence is measured as real GDP per capita in Romania as a percentage
of the GDP per capita of the EU. There is a danger that in Romania the circular economy is
praised like the euro, but not implemented because of transaction cost and insufficient
convergence.
Overcoming the fear for the circular economy and for euro introduction needs courage
and learning that both the circular economy and the euro introduction can foster real
convergence and not the other way round.
Shifting towards a new model of economic development such as the circular economy is a
transitional process with gains and losses, it will involve considerable transition costs but it
could create opportunities for economic and industrial renewal if it is a well-managed
process. These opportunities include increased real convergence. Not only policymakers
but also the whole population should learn this and have the courage to enter into
complex processes that increase real incomes in relation to average EU income.
The transition to a circular economy is a complex process involving fundamental changes
to production-consumption systems that affect the environment. These include financing
mechanisms, consumer behaviour, government intervention such as tax policy, and
technological, social and business innovation. Managing the transition will also require a
better understanding of broad societal trends and the drivers of production and
consumption patterns.
Also, the circular economy is gaining attention in Europe and around the world as a
potential way for our society to increase prosperity, while reducing dependence on
primary materials and energy. In Romania a learning process is needed to understand that,
if well managed, the swift introduction of the circular economy, like the introduction of
the euro, can increase prosperity rather than diminish it. With its system-wide
perspective, the circular economy has the potential to help Romania make better
decisions about resource use, design out waste, provide added value for business, and
proceed along a secure route to society-wide prosperity and environmental sustainability
for future generations. Most importantly, under the right rules, the circular economy can
shift the economic mix to increase the number of jobs at the same time.

2. What is a circular economy and what is going on?
A circular economy is a regenerative system in which resource input and waste, emission,
and energy leakage are minimised by slowing, closing, and narrowing material and energy
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loops. This can be achieved through long-lasting design, maintenance, repair, reuse,
remanufacturing, refurbishing, and recycling. This is in contrast to a linear economy which
is a 'take, make, dispose' model of production.
The European Commission has adopted an ambitious new Circular Economy Package to
help European businesses and consumers to make the transition to a stronger and more
circular economy where resources are used in a more sustainable way.
The proposed actions will contribute to "closing the loop" of product lifecycles through
greater recycling and re-use, and bring benefits for both the environment and the
economy. The plans will extract the maximum value and use from all raw materials,
products and waste, fostering energy savings and reducing Green House Gas emissions.
The proposals cover the full lifecycle of products: from production and consumption to
waste management and the market for secondary raw materials. This transition will be
supported financially by the European Structural & Investment Funds (ESIF), which
includes €5.5 billion for waste management. In addition, support will be provided by €650
million under Horizon 2020 (the EU funding programme for research and innovation) and
investments in the circular economy at national level.
The circular economy package mentioned before, adopted by the Commission on 2
December 2015, has created an important momentum to support the transition towards a
more circular economy in the EU. This package included legislative proposals on waste,
with long-term targets to reduce land filling and increase recycling and reuse. In order to
close the loop of product lifecycles, it also included an Action Plan to support the circular
economy in each step of the value chain – from production to consumption, repair and
manufacturing, waste management and secondary raw materials that are fed back into
the economy. The Commission committed to undertake the detailed list of actions within
its current mandate.
The transition towards a more circular economy brings great opportunities for Europe and
its citizens. It is an important part of our efforts to modernise and transform the European
economy, shifting it towards a more sustainable direction and causing it to create new
jobs and higher incomes.
There is a strong business case behind it which enables companies to make substantial
economic gains and become more competitive. It delivers important energy savings and
environmental benefits. It creates local jobs and opportunities for social integration. It is
closely interlinked with key EU priorities on jobs and growth, investments, the social
agenda and industrial innovation.
The wider benefits of the circular economy also include lowering energy consumption and
carbon dioxide emissions levels. Hence, the circular economy has strong synergies with
the EU’s objectives on climate and energy and with the Commission’s recently adopted
package on 'Clean Energy for all Europeans' .1 It also is instrumental in supporting the EU’s
commitments on sustainability, as outlined in the Communication ‘Next steps for a
sustainable European future’ 2 and in particular to reach Sustainable Development Goal
12 on sustainable consumption and production patterns. Delivering on the EU Action Plan
for the circular economy is therefore a clear priority for the Commission. Key actions have
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been undertaken in areas such as food waste, eco-design, organic fertilisers, guarantees
for consumer goods, and innovation and investments. Circular economy principles have
also been gradually integrated in industrial best practices, green public procurement, the
use of cohesion policy funds, and through new initiatives in the construction and water
sectors.
The EU Action Plan has undoubtedly contributed to mainstreaming the concept of
"circular economy" as a first step of a long-term endeavour. The Commission remains fully
committed to implementing its Action Plan and to working across different policy areas to
support the circular economy. This commitment is also reflected in an increasing number
of financing opportunities for concrete projects.
Ensuring a successful transition to the circular economy, however, requires efforts on
many different fronts and does not stop with delivering on actions put forward by the
Commission. In Romania and its regions many actors from the public and private sectors
have to move forward, and develop circular economy strategies.

3. What is euro introduction and what is going on?
Even though Romania is part of the EU for quite some time, it hasn’t switched to using the
Euro. Actually, there are very few places that accept payments in Euros in the country and
the exchange rates in those cases would be very, very poor.In other words, right now, your
best bet and basically only option is that of exchanging your US Dollars or Euros into Lei,
the national currency. And you’ll still have to do that for some time starting now, because
Romania doesn’t have any serious well-managed plans to switch to Euros anytime soon. It
had a number of plans but the dates have always been pushed back. The latest "plan" is to
introduce the euro by 2022. This by the way may be more difficult than 2019 which was
the previous plan as the Eurozone will make substantial institutional steps in the
meantime.
There are various reasons for the postponements, including:
– the very low wages and buying power of the Romanians and the Romanian Leu
(currently, 1 Euro sells for about 4.7 lei)
– the fact that people are still confused about using single-digit currency. Most people still
talk in hundreds of thousands and millions when referring to prices, even though 4 zeroes
have been cut off the Lei’s tail to help with the transition (until several years ago, the 10
lei bill was 100,000 lei and the 100 lei bill was 1 million).
So… when will Romania switch to Euro?
Estimates were that in 2015, Romania will switch to using the Euro. Things have been
pushed back to 2019, but recent talks have pushed back the date even further. Right now,
the official date considered for Romania to join using the EURO is sometime in 2022.
The country’s foreign minister stated recently that Romania already meets almost all the
requirements to adopt the Euro, but it’s delaying the switch in order to protect the lowincome people (especially the older folk who receive state pension – and it’s common for
many to have pensions of under 100 Euros per month).
Do Romanians want to switch to a circular economy and to Euros?
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Very few people understand the impact that adopting a circular economy and the Euro
would have on their lives and more don’t really care. It is, up to a point, very difficult to
anticipate the full effects switching to a circular economy and to Euros would have on the
country’s economy and its people, but most predict some difficult times if we were to
switch to a circular economy and to using Euros.
With these in mind, the number of people who want Romania to switch to using Euros is
dropping. For example, in 2014, 74% of the Romanians wanted to switch to Euro, but the
percentage dropped to 68% in 2015 and kept dropping all the way to 55% in late 2016. In
the same manner momentum for introducing a circular economy can pass by and
therewith an opportunity to create growth and jobs. Introducing the circular economy will
need the support of a large part of the population of Romania, of the European Union and
its Single Market rules and of many firms and government organizations.
This drop in ratings is probably the consequences of the rise in popularity of EU skeptics in
Europe. The European Commission has not only taken the initiative to launch the circular
economy in the EU and Romania. In his State of the Union speech the President of the
European recently offered technical and financial help to Romania and other eastern noneuro countries to adopt the euro.

4. The history of Euro adoption or the way of delays
In May 2006, it was announced that the Romanian government planned to join the
European Exchange Rate Mechanism (ERM), a prerequisite for euro adoption, only after
2012. The Romanian government announced in December 2009, that they now officially
planned to join the euro zone by 1 January 2015. In April 2011, the Romanian government
announced it would strive to comply with the first four convergence criteria by 2013, but
would not be ready to join the ERM II before 2013–2014.
EIU analysts suggested in May 2012, that 2016-2017 would be the earliest realistic dates
for Romania's adoption of the euro. However, in October 2012, Valentin Lazea, the NBR
chief economist, said that "the adherence of Romania to euro currency in 2015 is difficult
for Romania". The governor of the National Bank of Romania confirmed in November
2012, that Romania would not meet its previous target of joining the eurozone in 2015. He
mentioned that it had been a financial benefit for Romania to not be a part of the euro
area during the European debt-crisis, but that the country in the years ahead would strive
to comply with all the convergence criteria. Concerns about its workforce productivity
were also been cited for the delay.
In April 2013, Romania submitted their annual Convergence Programme to the European
Commission, which for the first time did not specify a target date for euro adoption. Then
Prime Minister Victor Ponta stated that "eurozone entry remains a fundamental objective
for Romania but we can't enter poorly prepared", and that 2020 was a more realistic
target. In April 2013, the National Bank of Romania submitted draft amendments to the
Romanian Constitution to the European Central Bank (ECB) for review. The amendments
would make the NBR's statue an organic law to ensure "institutional and functional
stability", and would allow for the "transfer of NBR tasks to the ECB and the introduction
of the euro as legal tender" using organic law. In 2014, Romania's Convergence Report set
a target date of 1 January 2019 for euro adoption.
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As of April 2015, the Romanian government concluded it was still on track to attain its
target for euro adoption in 2019, both in regards of ensuring full compliance with all
nominal convergence criteria and in regards of ensuring a prior satisfying degree of "real
convergence". The Romanian target for "real convergence" ahead of euro adoption, is for
its GDP per capita (in purchasing power standards) to be above 60% of the same average
figure for the entire European Union, and according to the latest outlook, this relative
figure was now forecast to reach 65% in 2018 and 71% in 2020, after having risen at the
same pace from 29% in 2002 to 54% in 2014. Finally, the Romanian government also
expressed its commitment fully to join all pillars of the Banking Union, as soon as possible.
However, in September 2015 Romania's central bank governor Mugur Isarescu said that
the 2019 target was no longer realistic. The new target date has become the year 2022, as
Teodor Meleșcanu, the foreign minister of Romania has declared on the 28th of August
2017 that, as they "meet all formal requirements", Romania "could join the currency union
even tomorrow". However, he thinks Romania "will adopt the euro in five years, in
2022".The Maastricht Treaty originally required that all members of the European Union
join the euro once certain economic criteria are met. As of June 2016, Romania meets 5 of
the 7 criteria:
Convergence criteria

Assessment
month

Excessive deficit
procedure

Country

HICP
inflation Budget Debtrate
deficit to-GDP
to GDP ratio
None open (as
of 31 March
2012)

2012 ECB
Report

Reference
values

Romania

Reference
values
2013 ECB
Report

Romania

Max.
3.1%
(as of 31 Max.
3.0%
Mar
(Fiscal
2012)
year
2011)
4.6%

Open
5.2%

Reference
values

33.3%

None open (as
Max. of 30 Apr 2013)
2.7%
Max.
Max.
(as of 30 3.0%
60%
Apr
(Fiscal (Fiscal
2013)
year
year
2012) 2012)
4.1%

Open (Closed in
June 2013)
2.9%

2014 ECB
Report

Max.
60%
(Fiscal
year
2011)

Exchange rate

Longterm Compatibility of
interest
legislation
rate

ERM II
member

Change in
rate

Min. 2
years
(as of 31
Mar 2012)

Max.
±15%(for
2011)

Max.
5.80%
(as of 31
Mar
2012)

Yes
(as of 31 Mar
2012)

No

-0.6%

7.25%

No

Max.
Min. 2
5.5%
years
Max. ±15%
(as of 30
(as of 30 (for 2012)
Apr
Apr 2013)
2013)

No

-5.2%

6.36%

Yes
(as of 30 Apr
2013)

Unknown

37.8%

Max.
None open (as
1.7% of 30 Apr 2014)
(as of 30
Max.
Max.
Apr
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Min. 2
Max.
years
Max. ±15% 6.2%
(as of 30 (for 2013) (as of 30
Apr 2014)
Apr

Yes
(as of 30 Apr
2014)

2014)

Romania

2.1%

3.0%
(Fiscal
year
2013)

60%
(Fiscal
year
2013)

None
2.3%

38.4%

2014)

No

0.9%

5.26%

No

None open (as
of 18 May 2016)

2016 ECB
Report

Reference
values

Romania

Max.
0.7%
Max.
(as of 30 3.0%
Apr
(Fiscal
2016)
year
2015)
-1.3%

Max.
Min. 2
4.0%
Max.
years
Max. ±15%
(as of 30
60%
(as of 18 (for 2015)
Apr
(Fiscal May 2016)
2016)
year
2015)

None
0.7%

38.4%

No

0.0%

3.6%

Yes
(as of 18 May
2016)

No

Criterion fulfilled
Criterion potentially fulfilled: If the budget deficit exceeds the 3% limit, but is "close" to this value (the
European Commission has deemed 3.5% to be close by in the past), then the criteria can still potentially be
fulfilled if either the deficits in the previous two years are significantly declining towards the 3% limit, or if
the excessive deficit is the result of exceptional circumstances which are temporary in nature (i.e. one-off
expenditures triggered by a significant economic downturn, or by the implementation of economic reforms
that are expected to deliver a significant positive impact on the government's future fiscal budgets).
However, even if such "special circumstances" are found to exist, additional criteria must also be met to
comply with the fiscal budget criterion. Additionally, if the debt-to-GDP ratio exceeds 60% but is "sufficiently
diminishing and approaching the reference value at a satisfactory pace" it can be deemed to be in
compliance.
Criterion not fulfilled

Prime Minister Sorin Grindeanu said that Romania will adopt the euro only after wages in
the country come close to those in other European Union (EU) member states.
'Let's make sure that this monetary convergence will be made simultaneously with income
convergence. We believe that the swap to euro can be made only after Romanians'
revenues will be close to those of other citizens of EU member states," Sorin Grindeanu
said at a meeting of the Inter-ministerial Committee for the Eurozone held at Victoria
Palace. The discussions were broadcast live on the government's website.
Romania has second lowest minimum monthly wage out of 20 EU member states, of 1,450
lei ($341/321 euro), after Bulgaria, a study made by international consultancy KPMG
showed at the beginning of April. However, Romania has posted the sharpest increase of
the minimum wage in 2017, of 16%, among the 20 member states included in the study.
According to KPMG, Luxembourg has the highest minimum wage of 1,999 euro followed
by Ireland with 1,776 euro and Germany with 1,772 euro.
Grindeanu noted that a lot of debate on the future of the European Union is going on and
that this could be an opportunity for Romania, not an obstacle.
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5. Euro lessons learned for the development of the circular economy in
Romania
In the case of the euro adaption, or better in case of the non-adoption of the euro, it
became clear that the argument to have income growth first and then make a societal
innovation such as introduction of the euro did not work until today. It brought only delay
after delay, broken promises after broken promises. The causality runs from euro
adoption to income growth, not the other way round.
Romania should accept the help of the EU proposed by Mr Juncker in his recent State of
the Union speech to manage the complex process of euro adoption.
These are important lessons learnt for the case of launching the circular economy in
Romania. Romania should get all the support it can get from the EU, in particular for the
governance process of introducing the circular economy. Furthermore implementation of
the circular economy in Romania should not wait for further per capita income growth in
relation to the EU.

Conclusion
The circular economy, in contrast to the linear economy of the past century, can combine
at this juncture environmental sustainability and economic sustainability and social
sustainability. The latter is the case because the circular economy can be more socially
inclusive with a focus on exploiting human talents so that there is no human waste.
Thus the launch of the circular economy in Romania does not only need the courage to
think the other way round but it needs above all a way of collective learning. I think this
4th ICESBA conference shows that this learning has already begun. But it must continue
and be put in deeds and good planning hereafter! Like in the words of the play of William
Shakespeare: Good sentences and well pronounced - They would be better if well followed!
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Abstract: On a global scale wellbeing is increasingly acknowledged as a significant
concern for societies and future global economies (OECD, 2014). In the United
Kingdom there is increasing concern over state provisions and the promotion of
individual responsibility for health and wellbeing in relation to children and young
people’s position as ‘human capital’ to be invested in for the longer term benefit of
society (Tucker, 1998; Foley, 2008). As part of Public Health Suffolk’s Commissioning
strategy to improve health and reduce health inequalities for people in Suffolk, the
University of Suffolk was commissioned between January and May 2016 to conduct
a research study of adults and young people on issues related to health, wellbeing
and life chances in Suffolk. The researchers carried out qualitative focus groups with
young people and a workshop with frontline children’s services staff to identify any
unique or factors or barriers similar to the national picture in accessing health and
wellbeing provision in Suffolk. The key findings highlighted that young people in
Suffolk experienced similar health and wellbeing issues as those found nationally.
As a largely rural county the limitations of services across the county of Suffolk
highlighted issues of access to and availability of wellbeing support services.
Although across the county younger participants (12 to 15 years old) were satisfied
with health and wellbeing services and support in schools, the older young people
(16 to 19 years old) reported significant concerns across the county around mental
health and wellbeing amongst their age group. However there were a number of
resilience factors identified across all ages in terms of support strategies and
networks that young people valued within Suffolk.
Keywords: Public Health; wellbeing; young people; rurality
JEL classification:E71 , I31, I38
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Introduction
In the UK Public Health England is responsible for the delivery of public health services
through local health strategies. With the evident rise in individual chronic and more
specific conditions due to increased reporting, particularly mental health and wellbeing
issues, it is all the more important for local service providers to audit, assess and ensure
local healthcare provision provides for the changing needs and demands on its services.
Individual needs can be multiple and complex and may occur as a consequence of
individuals inability to cope with stresses in life, which can also be caused by, and
exacerbated as a consequence of, wider external social factors of exclusion, discrimination
and social deprivation. However, on a global scale wellbeing has increasingly become
acknowledged as a significant concern for societies and future global economies (OECD,
2014). Within the UK there is increasing focus around state provisions and the promotion
of individual responsibility for health and wellbeing in relation to children and young
people’s position as ‘human capital’ to be invested in for the longer term benefit of society
(Tucker, 1998; Foley, 2008). However, despite concerns across the education and health
sectors of a ’ticking time bomb’ (Mental Health Today, 2016) in children and young
people’s rising mental health issues (Claveirole, 2011; Law et al, 2015), until recently there
has been little acknowledgement or research and evaluation of actual experiences of
mental health provision. Thus the impact of lower levels of wellbeing and rising mental
health issues are of concern for the future economy, and current impacts and reliance on
limited resources (particularly health services) (Dryden and Harries, 2017).

1. Research Design
The purpose of the study was to explore and provide a narrative of experiences of young
people (aged 12 to 21) in Suffolk. The key objectives for the funded research were defined
by the funder, Public Health Suffolk, as part of a wider county evaluation:
1. Summarise the national perspective on health, wellbeing and life chances.
2. Identify particular advantages or challenges for young people living in Suffolk.
3. Consider why young people in Suffolk do not appear to be achieving as well as
they should be academically.
4. Examine the barriers to health, wellbeing and life chances that young people
in Suffolk face and how to reduce these.
5. Identify local and national similarities and differences between young people.
The participants comprised of adults (over 24) and young people age 12 to 19). The
research incorporated appropriate qualitative focus groups with children (age 12 to 15)
[n=7] and discussion workshop methods with adult staff [n=17] and youths3(age 16 to 19
years old) [n=7] to engage participants in an exploration of and deeper reflection on issues
affecting their experiences and to engage contributors in knowledge exchange and
opportunities to explore differing perspectives, clarify definitions, and identify practical

3

’Youths’ adapted from the United Nations definition of older teenagers and young adults between 16 to 24
years.http://www.unesco.org/new/en/social-and-human-sciences/themes/youth/youth-definition/
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concerns and potential resolutions (Hogan, 2003). Key questions were devised accordingly
for the following age groups:
Children’s focus groups (12 to 15):
1.

What do health, wellbeing and life chances mean to you?

2. Thinking of health, wellbeing and life chances can you tell us about what
it’s like and your experiences of growing up in Suffolk?
3. Do you have any ideas or recommendations about health, wellbeing and
life chances in Suffolk?
Adult staff workshop and youths (16 to 19) workshop:
4. How do you define health, wellbeing and life chances? Explore how you
think health, wellbeing and life chances can be measured.
5. What are your experiences of young peoples’ health, wellbeing and life
chances in Suffolk?
6. What recommendations do you have for young peoples’ health, wellbeing
and life chances in Suffolk? How might any recommendations be achieved?
2.1

Ethical considerations

The research project was subject to university ethical approval and Suffolk County Council
Governance procedures, complying with ethical guidelines (BSA; BPS; UKRIO; Code of
Practice for Research), and followed the principles of the Singapore Statement of Research
Integrity. Written and verbal consent was obtained for all young people (age 12 to 19)
from both the young people themselves and their parents/guardians prior to participation.
To ensure that disclosure procedures were in accordance with good practice guidelines, a
facilitator was provided by SCC and the role of the facilitator was discussed with
participants before the focus groups took place.

3. Findings and discussion
3.1

National perspective

The national context is drawn from selected published research sources up to 2016
illustrating health and wellbeing of UK children and young people aged from eight to
twenty-four years old. However the subsuming of children and young people’s health and
wellbeing needs into wider healthcare, health provision and evaluation research data has
resulted in a lack of recognition of the unique nature of the health and wellbeing needs for
this specific group (Kennedy, 2010).
In the UK 5-10% of children experience low levels of wellbeing and as they progress into
adolescence the decline in their wellbeing increases (The Children’s Society, 2015).
Children in care and /or those with lower income/living standards or family deprivation,
are more likely to be at greater risk of poor long term outcomes (Bradshaw, 2005) and to
present with a higher occurrence of emotional disorders (NCH, 2007). Reporting of
children’s wellbeing difficulties (NSPCC, 2015) and the numbers of children accessing
online counselling services (ChildLine, 2014) is on the rise. Dissatisfaction, peer bullying,
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low self-perception and negative body image are key issues for pre-adolescent children
(Jabob’s Foundation, 2015). Conversely, younger children were more inclined to evaluate
their lives as generally positive with family, friendships and local areas being positive
aspects in their lives.
For older young people education, employment, health and well-being, and housing were
their key concerns (YMCA, 2016). Exam pressures particularly around A-levels4, and the
quality and cost of higher education study and employment concerns for related to lack of
work experience, job opportunities and low pay were their primary concerns. Health and
wellbeing is the third area of concern for young people, with mental health recognised as
the biggest issue facing young people today, closely followed by self-confidence, body
image, lower self-esteem and overall wellbeing. However opportunities to improve health
and wellbeing through physical activity and sport are hampered by lack of community
spaces and costs. Additionally, affordable housing has a huge impact on their overall
wellbeing.
Growing UK policy concerns around children and young people’s health and wellbeing,
particularly mental health, have led to increasing strategy reviews. Despite the
identification of strategies for better access to high quality integrated mental health
services and a substantial financial investment in NHS Child and Adolescent Mental Health
Services (CAMHS), there has been a significant increase in the number of children and
young people requiring specific mental health services. Greater emphasis on education
and awareness strategies are now seen as key to supporting children and young people’s
mental health (Fraser and Bilshen, 2007). However, the UK continues to have low ranking
in children’s wellbeing and life satisfaction surveys (Rees et al, 2016), with the Kennedy
Review (2010), recognising a need for better joined up and collaborative working
between the NHS and wider service providers.
3.2

Rurality

Rurality is seen as both an individual perception and a social phenomenon and was a key
theme identified as both an advantage and as a disadvantage to young people living in
Suffolk. Children experienced rurality as an advantage in the sense of belonging to and
connection with their local community. They held expectations of future possibilities for
employment within the area, suggesting that there were good ‘opportunities’ for young
people generally, both within their specific localities and across Suffolk. However, youths
experienced rurality as a disadvantage due to lack of facilities and opportunities. They saw
no advantages whatsoever of living in rural Suffolk, and more broadly provided negative
views of what it is like to live in Suffolk. The youths identified rurality within the county of
Suffolk in relation to associated health and wellbeing support services for young people as
problematic since many organisations were closing down rural services or centralising
them in towns.

Adult staff saw both advantages and disadvantages, with a potential for the lack of
resources to be negated by community engagement. They suggested that support
4

a public exam taken in England and Wales by children aged 17 or 18.
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networks, predominantly families and schools, can play a huge part in the longer term
outcomes for young people. However, difficulties in access to services both in terms of
geographical location, travel issues and availability were seen as a county-wide issue,
although no specific services were mentioned at this point. However, one Youth Support
Worker (YSW) identified a general lack of funding for and provision of in-county services
for young people, resulting in the use of costly, but more readily available out of county
services (unspecified).
3.3

Education

Suffolk is perceived as an affluent county, in which it has been identified that students are
not achieving the success they deserve5. Suffolk young people and adult staff saw the
potential of schools as a location for, and provider of, positive relationships, self-identity
and holistic education around health, wellbeing and life chances. However, a variety of
limitations within the wider education system were pinpointed as threats to potential
opportunities. These were identified as lack of resources and implemented provision
(over-use of supply teachers, under-staffing, and lack of special educational needs
support);the prioritization by schools of exam results above mental health care needs;
bullying resulting in stress; and differing levels of pressure to succeed from both family
and school. The youths also emphasised a very real need for specific sexual health and
relationships education and also expressed wider concerns about the lack of awareness
and understanding by teachers of young people’s mental health issues. They suggested
teachers are not ‘trained’ to deal with young people’s mental health problems.
3.3.1

Issues of personal safety

Similar to both the national and international picture children mentioned bullying as an
issue resulting in distress and “upset” for those involved. Children felt that friendship
groups could be unkind as well as beneficial, whereas youths more specifically talked
about sexual threats and abuse and the impact of ‘bad’ relationships on their mental
health. They highlighted particular notions of safety and protection issues in school, and
in wider society, with one group of youths commenting on the lack of support from
professionals when incidents had occurred and impacted on their schooling.
3.3.2

Pressures: family and school expectations

The children expressed positive and negative views around pressure in their lives in regard
to educational achievement. They were very aware that pressure was part and parcel of
school life “picking my GCSE’s this year” and that in order to achieve and be successful
they would have to cope with these stressors. Specific examples highlighted greater
pressure from home compared to school, as family expectations were centred on young
people achieving better results than their parents had. Equally young people also felt a
sense of obligation to not let their parents or their teachers down and that the pressure
exerted on them by schools and teachers was stressful and not always recognised by
adults as to the potential harm to wellbeing.

5

Health and Wellbeing Suffolk Board. Joint Strategic Needs Assessment (2015) The State of Suffolk Report June 2015. Available online
at http://www.healthysuffolk.org.uk/health-and-wellbeing-board/useful-documents/ (Accessed 24 February 2016)
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Whilst the adult staff concur that pressure can be positive in the sense of motivation and
achievement, they also stated that academic attainment is not necessarily an indicator of
positive wellbeing. The overarching view by staff and young people was that education is
(and should be) the hub through which better health and wellbeing outcomes can be
achieved. They felt, however, that there was a need to redress the dominance of academic
achievement in favour of a more holistic approach.
3.3.3

Self-awareness and relationships

Young people were generally confident and aware of their own and others' needs, and
articulated that their own self-awareness and relationships was the key to overcoming
issues and positively addressing their health, wellbeing and life chances. The youths
identified themselves specifically as members of an outreach group in which they found
supportive relationships, understanding and acceptance. As a group these young people
were unified by their shared experiences.
3.4

Barriers

Adult staff and older youths (age 18 to 19) focused on the lack of adolescent services, and
inconsistencies and lack of respect within service provision for individuals’ mental health
needs.
3.4.1 Stigmatisation and labels
The adult staff identified social stigma and the labels that young people experience as
barriers to positive health and wellbeing. The use of such labels and the societal
interpretation of these were identified as beyond the control of young people.
Professionals highlighted that, once a young person is attributed with a medical or social
label, it can ’define’ how people respond to them which can impact their behaviour. The
youths often identified with these negative labels and the associated stigma, with some
groups being frequently and incorrectly referred to or ‘mis-gendered’ by others. The young
people acknowledged there were a need to address wider discrimination and argued that
such stigmatisation needed to be challenged across the county and within services
through better education.
3.4.2

Socio-economic status

Socio-economic status was identified by the adult staff as a key factor in influencing and
determining the expectations and opportunities available to young people across Suffolk.
The adult staff reflected on the differences and unequal nature of young people’s life
chances across Suffolk was dependent on financial stability, social status, and home-life
stability. However, the adult staff agreed that although life chances vary, they might be
overcome. Some of the children (age 12 to 14) concurred that opportunities did vary
across the county according to geographical location.

3.4.3

Overcoming barriers in service provision and delivery

Variation in general service provision for young people across the county was noted as a
key concern. However, there were varied practices and differing experiences for young
people with Mental Health provision. Highlighting a lack of joined up working, ’silos of
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working’ and inconsistent and fragmented provision of resources and a lack of useful
effective communication between agencies. Professionals also perceived inadequate
signposting to services for young people, and specifically identified the need for
practitioners to actually listen. Professionals recommended the need for forward thinking
and effective structural planning in terms of health and wellbeing service provision across
the county particularly to address availability and accessibility. Practices need to be
challenged and shifted towards person-centred, culturally respectful and context
appropriate preventative and integrated care.

Conclusion
Health, wellbeing and life chances are central to providing a firm foundation for young
peoples’ lives both now and in the future. Good mental health and resilience are
fundamental for an individual’s success in the short and long term (HM Government
2011). The overall findings conclude that Suffolk children are predominantly positive
about their health, wellbeing and life chances. Conversely, the youths highlighted a lack of
available resources, mis-understandings by both health and education professionals and
felt they are not listened to by adults and their problems are dismissed as ‘teenage-angst’.
Service provision in Suffolk has been varied and differential in provision and practice and
across services. However, it is evident that many practitioners value collaboration with
young people towards achieving better outcomes through implementing early holistic
intervention health and wellbeing strategies around social, emotional and cognitive
development (Early Intervention Foundation, 2015). Despite high-profile national and local
awareness that health, wellbeing and life chances are central to young people’s current
and future success, young people remain sceptical. However, moving forward the Suffolk
Health and Wellbeing Board (SCC, 2017) has identified key priority objectives for delivery
of holistic, joined-up mental health services support that is accessible for all.
Since conducting this research, the UK government has positioned wellbeing and mental
health high on the political agenda (PMO, DfE, DWP, DoH, Charity Commission, DoBEIS
and May, 2017) emphasizing strategies to be rolled out in education (MHFA, 2017),
industry and across communities to provide support for those with mental health issues.
However these strategies have yet to be implemented or evaluated in terms of real impact
for those with wellbeing and mental health issues. There is yet to be any significant
programmes implemented with younger children given the age of first identifying with
wellbeing and mental health issues is increasingly below secondary school age (Mental
Health Foundation, 2016).
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Abstract: Internal entrepreneurship is one of the most controversial issues in recent
years, both academically and practically at the application level. It is possible to
define internal entrepreneurship as entrepreneurial activities carried out in an
existing enterprise. There are also some studies in the literature that consider
internal entrepreneurship as corporate entrepreneurship. On the other side; new
business venturing, innovativeness, self-renewal and proactiveness could be
regarded as main elements of internal entrepreneurship. The issue of this study
includes the level of internal entrepreneurship activity affecting the financial
performance of enterprises. The effect of internal entrepreneurship on financial
performance has been tried to be measured perceptually. In this context, a survey
study was carried out on the companies operating in Corum machinery industry.
Corum is one of the considerable cities in machine manufacturing industry of
Turkey. Corum has a long history in the industry and a large part of its exports
constitute machine manufacturing. It is observed that all of the enterprises
operating in the machinery manufacturing industry are made up of family
businesses. The results of the research show, in general, that enterprises with high
levels of internal entrepreneurship activity have a high financial performance.
Keywords: internal entrepreneurship, financial performance, SMEs
JEL classification: M10, G30,

Introduction
It is known from academic studies that there are many factors that affect the processing
performance. On the other hand, how to measure the performance of the business is the
subject of debate. Financial performance should be measured not only by financial data
but also by non-financial data. Internal entrepreneurship is one of the most controversial
issues in recent years, both academically and practically at the application level. It is
possible to define internal entrepreneurship as entrepreneurial activities carried out in an
existing enterprise. On the other hand in new economic conditions, the ability of
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businesses to survive and survive in a highly competitive environment depends on their
ability to renew themselves and adapt quickly to ever-changing environmental conditions.
It is very important for organizations to be flexible in order to be able to respond to rapidly
changing customer needs and desires. It is very clear that internal entrepreneurship,
which is also referred to as a new management tool by some researchers, can provide this
advantage to businesses. The concept of internal entrepreneurship has recently been the
subject of academic studies and its effects on business performance began to be
investigated. In this study, the effect of the internal entrepreneurship on the performance
of the enterprise was tried to be measured by a questionnaire study made in the Çorum
machinery industry.

1. Definition of internal entrepreneurship
The notion of entrepreneurship is used for the first time by Frenchman Richard Cantillon.
The origin of the word is based "entrepreneur", which is used by the the sense of
entrepreneurship. This term was used by Cantillon in 1755 to describe the gain in
economic parameters and to define uncertainty (Hiscrich&Peter, 2002); (Culhane, 2003).
Internal entrepreneurship refers to entrepreneurship in an existing business, and this
process involves creating new things, creating opportunities, revealing entrepreneurial
behaviors, and doing new jobs, regardless of the control of existing resources (Antoncic,
2007). At the same time, internal entrepreneurship is a concept used to emphasize
entrepreneurial activities in existing organizations in order to change the competition
profile in business or to revitalize businesses with a focus on innovation
(Kellermanns&Eddleston, 2006); (Zahra, 1996).
At macro level, internal entrepreneurship aims to develop strategic innovation,
competitive position, organizational profitability, processes, services, possibilities and new
ideas (Rigtering&Weitzel, 2013). In this context, regardless of size, internal
entrepreneurship, defined as an ongoing process within an existing enterprise, refers to
the continuation of other innovation activities such as new services, technologies,
management techniques, strategies and competitive development (Antoncic&Hisrich,
2001). In another words, innovative entrepreneurs demonstrate their ability to constantly
perceive opportunities and transform opportunities into marketable ideas, thus being
seen as driving forces for change.

2. The Dimensions and Importance of Internal Entrepreneurship
It is very natural that internal entrepreneurship is an important tool for providing
competitive advantage because this concept emphasizes profitability in the existing
organization, strategic renewal, innovation, knowledge acquisition and action for
international success. In its own systematic internal entrepreneurship emphasizes the
increasing or strengthening ability to acquire new strategic direction, innovative skills and
capacity as a result of initiative thinking (Hornsby et al., 2002).
That’s why facilities for demonstrating international activity are being forced to innovate
and to achieve change adaptation. Competitive enterprises have started to look for ways
to improve their internal entrepreneurship as a result of these progressions. Otherwise,
any business will face some consequences such as stagnation, personal loss and regression
(Kuratko&Hodgetts, 1998). That is important as internal entrepreneurship reveals the
relationship between what is and what should be in an existing organization, the elements
that each organization faces in the entrepreneurial process can be different.
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In general meaning, there is the idea of recognizing the current opportunities at the core
of entrepreneurship in order to create value and bringing together the resources within an
organization to create new opportunities. It is possible to say that; entrepreneurship
attitude involves three basic facts such as opportunity, resource and organization. The
core of entrepreneurship necessities to be together of three basic elements to create
value (Naktiyok, 1996).It is seen in the literature on internal entrepreneurship; the
academicians accept the dimensions of internal entrepreneurship as risk taking,
innovation, autonomy, competitive entrepreneurship, new product development.

3. Internal Entrepreneurship and Firm Performance
In modern management, business performance is a concept that describes how effectively
the results of an enterprise are achieved, whether they have reached their predefined
goals, or how their superiority, when compared to their competitors, can be used
effectively to improve performance. In other words, business performance is the sum of
the dimensions that relate to each other, explaining the level of achieving their goals as a
result of their activities at a given time (Lumpkin&Dess 1996).
As it is understood from the studies done internal entrepreneurship has a more positive
impact on both financial and organizational dimensions of internal entrepreneurship,
especially in business environments where high risk and intense competition are
experienced (Wiklund& Shepherd, 2005); (Zahra &Covin, 1995).
On the other hand, it is suggested that the tendency of internal entrepreneurship has
long-term sustainable positive effects on the growth and financial performance of the
business (Zahra&Covin, 1995); (Wiklund&Shepherd, 2005); (Naman&Slevin, 1993);
(Covin&Slevin, 1991).

4. Methodology
4.1. Sample of the research
Questionnaire forms were sent to senior managers of 82 companies operating in
machinery industry in Çorum by sampling easily through survey method. A total of 29
questionnaires were evaluated after selected incorrect coding.
4.2. Data Collection Tools
The scale developed by Naktiyok (2004) was used to determine the levels of internal
entrepreneurship in the study. A 5-point Likert-type instrument was used for internal
entrepreneurship scale. (1= not important, 5= very important). The five-word financial
performance scale developed by Savsar (2014) was used to determine financial
performance. At this scale, to evaluate the financial performance, the grades expected
from participants will be between 01-100.
4.3. The Purpose of Research, Hypotheses and Model
There are many factors that affect both the overall performance of the businesses and
their financial performance. It is thought that the internal entrepreneurship level may
have an effect on the financial performance of the enterprises. The main aim of the study
is to test whether the internal entrepreneurship levels have an effect on financial
performance. The following hypothesis has been developed for this purpose.
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Hypothesis 1: Internal entrepreneurship has an impact on the financial performance of
businesses.
The variables, researches and scales used were examined by literature review. The survey
form was sent to 82 enterprises and 29 of them were evaluated. The collected data were
analyzed. The research model generated by the motivation of the research is as shown in
Figure 1.

Financial Performance

Internal Entrepreneurship
Figure 1: Research Model

4.4. Results
When the demographic information is analyzed, it is seen that 6 participants (20.7%) are
individual business, 14 (48.3%) are limited companies and 9 (31%) are incorporation
companies.
At the operating periods of the enterprises, it is determined that the number of
enterprises which survive more than 21 years is 12 (41.4%).
According to the management type of business, it is seen that the number of enterprises
managed by business owners is 20 and it refers to 69 % of all enterprises.
Regarding the number of staff employed in the business, it can be said that the number of
enterprises employing fewer than 49 staff is 15 (51.7%) and that the number of
enterprises having 50-149 staff is 14 (48.3%).
The distribution of gender of the participants who answered the questionnaire is: 25 male
(86.2%) and 4 female (13.8%).
Their distribution of age is: 13 participants (44.8%) are between the ages of 36-45 and 10
participants are between 46-55 ages group (34.5%). The majority of participants are
middle age group.
At the education levels of the participants, it was found out that 14 (48.3%) of them were
undergraduates and 10 (34.5%) of them were graduated from primary school.
According to their experience periods in the sector, it was determined that there were 10
(34.5%) who had more than 21 years’ experience and 9 (31%) who had 11-15 years’
experience.
Finally, at the participants' positions in the business, it is seen that 20 participants (69%)
are in owner-manager position.
Correlations, averages, standard deviations (at the individual level) and other key variables
for the variables of the study are given in Table-1.
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Table 1: Mean, Standard Deviation and Correlation Values of Variables
Variables

Average

standard
deviation

1

1. Internal entrepreneurship

3,7280

,69156

1

2.Financial Performance

3,5190

,61447

,453**

2

1

**p<0.01

When the results are examined, it appears that their average values are close to each
other. In addition, a meaningful relationship was found between internal
entrepreneurship and financial performance at 1% level of 0.453. Results of regression
analysis made to test working hypotheses are also given in Table-2.
Table 2: Results of Regression Analysis
Hypothesis 1: internal entrepreneurship has a significant effect on the financial performance of
businesses.
Variables

Beta

t

Sig.

Constant

2,018

3,494

,002

Internal entrepreneurship

,403

2,641

,014

R

R

2

F

Sig. F

Result

Accepted
,453

,205

6,976

,014

Table 2 shows the results of regression analysis and hypothesis evaluations.
First, the statistical validity and significance of the regression analysis models were tested.
The results of the ANOVA analysis that tests the validity and significance of models show
that the model is significant and valid because F is larger than ± 1.96 and less than 0.05
from p values.
After analyzing the validity of the model, we have looked at the R2, which is the regression
coefficient showing the relationship between the independent variables and the
dependent variable, and R, which describes the variation of the independent variables
over the dependent variables.
The R value is 0.453 and the R2 value is calculated as 0,205. From this point, a moderate
relationship was found between dependent variables and independent variables in the
models.
On the other hand, when the validity of the research hypotheses was examined, it is
adopted the H1 hypothesis based on the beta coefficients indicating the relationship
between the model independent variables and the dependent variable.

Conclusion
Recently, the significance of non-financial assets has begun to increase over business
assets. Therefore, how to measure the performance of the business is a matter of debate.
Today, as it known that there are many factors affecting the business performance of
business in today. Internal entrepreneurship is defined as entrepreneurial activities in an
existing business.
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Four components: innovation, new entrepreneurial orientation, organizational renewal
and proactive behavior were discussed as elements of internal entrepreneurship in the
study.
A questionnaire study was conducted for Çorum city machine industry in order to measure
the effect of internal entrepreneurship on financial performance.
The survey form prepared for this purpose was sent to 82 businesses but 29 of them
answered the questionnaire. The results of the research were evaluated in the SPSS
software. The results obtained are similar to those of previous academic studies.
According to the results of the research, internal entrepreneurship activities in enterprises
have a positive effect on financial performance.
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Abstract: The paper seeks to explore how shifts in property rights have been used
to develop innovative models of organization that internalize the socio-economic
costs of the immediate post-Communist era, in Romania. Using Bromley’s (1991)
definition of property as a triadic relationship, the case of apartment block
infrastructure is used to show how a common property regime has provided a more
optimal outcome than either an open or private property regime. How far
collaboration and common ownership can be extended, through technology, into
wider patterns of production and consumption is therefore a logical next question.
There is considerable debate about the extent to which knowledge is becoming a
greater source of value than products, as technology and globalization combine to
drive the marginal cost of (re)production and delivery close to zero (Evans &
Wurster 1997, Botsman & Rogers 2010, Mason 2013). Some companies are seeking
to manage networks and use on-line rating systems to both establish trust and build
communities of interest. Wikipedia has demonstrated how such networks can
enable the emergence of commons spaces that can outperform privately controlled
spaces. In Romania there is found to be much interest in collaborative consumption
and emergent signs of collaborative approaches to production, but, as yet no
significant technology driven common ownership models..
Keywords: Collaboration; Commons; Property; Technology; Romania
JEL classification: D23; D62; L29; O31; P14; P26

Introduction
The use of technology to disintermediate, internalize externalities and reformulate
markets is driving a significant shift of power relations between producers and consumers.
Increasingly markets are being shaped by forces of collaboration, expressed through
digital networks. These forces are often blurring the boundaries between production and
consumption, not least since the source of financial value in markets is increasingly
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knowledge more than products. There seems to be a shift in both the production and
consumption of benefit streams, which is at heart, a debate about property rights. This
paper will seek to explore, through some cases, how state, common and private property
regimes have shifted in Romania. There will then be an examination of the extent to
which technology is shifting the contemporary balance of property rights in markets.
Finally there will be a discussion of the extent to which the Communist heritage of
Romania continues to influence models of business.

1. Property & Externalities
The failure of capitalist and Communist economic systems to internalize the full costs of
industrialism’s production and consumption through historic notions of stewardship has
been widely documented (Corkendale 1988, Gillespie & Thomas 1989, Jacobs 1991,
Peterson 1993, Diamond 2006). The challenge with problems of externalities is how to
align the externalities interests of the producers and the consumers. Central to resolving
problems of externalities is therefore about improving economic and social efficiency
through innovative models of organisation and that, almost by definition is related to
regimes of resource governance, that are usually referred to as property rights. If one was
therefore able to limit only specific activities which have harmful external consequences,
then one could at once prevent externalities from affecting those beyond the property
boundaries, without undermining the property right itself. This is, Bromley (1991) argues,
because, contrary to popular belief, property:
…. is a benefit (or income) stream, and a property right is a claim to a benefit stream that
the state will agree to protect through the assignment of duty to others who may covet, or
somehow interfere with, the benefit stream.... Property is not [italic in original] an object
but rather is a social relation that defines the property holder with respect to something of
value (the benefit stream) against all others. Property is a triadic relation involving benefit
streams, rights holders and duty bearers.
Thus “it is not [italics in original] the resource itself which is owned: it is a bundle, or a
portion of rights to use a resource that is owned” (Alchain & Demsetz 1973). Rights to
exploit land for agriculture, hunting, minerals and fishing, etc. were therefore often
historically controlled by different parties.
Bromley's (1991) argument means that not only may property be unpackaged by the
owner, in order to divide and sell various benefit streams, but also that claims may be
made on behalf of society over some of the benefit streams(Taylor 1997). Historically
claims made by the state, on behalf of wider social, or environmental interests have been
made through legislation to directly restrict an activity, or taxation to increase its cost.
However, the emerging legitimacy of free markets as the solution to socio-economic
problems, associated with neo-liberalism and the reforms of Thatcher and Reagan, gave
rise to the idea that the state may be able to represent society's interests effectively by
creating a value in reducing external costs and thus converting a negative externality into
a potential benefit stream (Gillespie & Thomas 1989). This process resulted in a new global
market place for the trading of emission reductions with the Kyoto Protocol (Grubb 1999)
and associated European emission trading scheme (Taylor 2004), for example.
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Whilst business always seeks entrepreneurial means to charge for accessing and/or
consuming benefit streams, advanced forms of capitalism have sought to commoditize
benefit streams, as a means to add value (Porter & Millar 1985). As the former
Communist countries of Eastern Europe were recast as emerging markets during the
1990's, the collision of Communist systems with unchecked market forces gave rise to new
definitions of Bromley's (1991) triadic relationships. Infamously described by Fukayma
(1989) as “the end of history”, where market forces and private property rights were the
outright winners and the interventionist state and ideas of society, rooted in Rousseau and
Hegel (Ryan 1984) lost. However, the triumph of private property is only part of the story.
The failure of state owned property revealed that such regimes were not the same as
common property; they were simply open access regimes (Boiler 2014) , and something
that is owned by everybody is, de facto, owned by nobody and treated as a free good.

2. The Infrastructure of Residential Living
Residential water metering in the early part of the naughtiness, described by Taylor
(2004), is a case in point:
….drinking water is provided centrally, consumed individually, but paid for communally and thus treated as a free good. It therefore provided no incentive to restrain usage, and
placed residents of apartment blocks in a prisoner dilemma, where everyone realizes it is in
the collective interest to reduce consumption, but a fear that neighbors will simply free ride
- and not reduce their usage, but still enjoy lower bills arising from the conservation efforts
of others - maintains the status quo.
Following significant increases in prices for all utilities, during 2002 many residents of
blocks took measures into their own hands and started installing water meters in a bid to
escape the prisoners’ dilemma and gain personal control over consumption costs of the
resource. Unfortunately the seemingly reasonable demand by newly metered residents
that they ought only to pay for the volume of water that they consumed was without legal
basis and has created a raft of additional problems.
Back in 2002, block administrators were under no obligation to take account of the fact
that a meter indicated that a family’s bills ought to be lower than if calculated on the
traditional communal division of costs. Yet even as the number of metered apartments
grew geometrically the absence of meters provided by the water company at the entrance
to each staircase (a defined communal unit within a block) meant that the water company
could not assign unattributed consumption (losses) to a particular group of residents. The
water companies have no interest in who consumes how much; rather they simply want
the total amount leaving their plant to be paid for. Thus without stair meters they blocked
the use of meters as well.
In Bucharest and some major cities the water companies have begun a program of
installing meters at the stairs of blocks. This has enabled block administrators to start
using the meters as the basis of cost calculation. However, attempts to shift losses onto
those without meters created huge disparities in bills and conflict between neighbors. The
problem was compounded by the facts that there was no legal basis to discriminate
against those without meters, and that the poorest members of society were those who
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could not afford meters and yet it was precisely those people that were being asked to
shoulder all of the losses.
In the autumn of 2003 the government further embedded the emerging chaos, by allowing
block administrators to use meters as the basis of calculation, without providing a clear
indication of what should be done with the losses. Rather than address the root of the
problem, the government had allowed those with some measure of wealth to offload some
of their financial burden upon the poor. Now that meters are being fitted to stairs you
might well ask where are the losses? Surely a system of metering would encourage
residents to fix leaky pipes and reduce such wastage?
Many residents have discovered that if you leave the tap running at a very low level
continuously the meter does not register the flow, thus enabling you to escape payment.
However such usage is captured at the water company’s stairs meter, thus creating
“losses”. In some blocks administrators divide such losses between all residents, thereby
encouraging neighbors to monitor each others behavior. However the more common
practice is to simply shift the costs to non-metered residents, who have no measurable
means of defense. Such problems are compounded by a practice of meter readings being
taken by residents themselves, inevitably leading to the creation of fictional losses that are
being stored up as future debts and conflicts.
The case illustrates the economic and environmental inefficiency of state controlled open
access property regimes, but also demonstrates the limitations of private regimes in
improving equitable outcomes. The difficulties of residential housing in fact demonstrate
that the challenge in Romania is often not so much how to replace state property with
private property, but how to make common property regimes work, key problems being
trust and the tension between free riding and unequal abilities to pay.
Lin Ostrom (1990), who won a Nobel prize for her work on common property rights
defines common property as having defined boundaries, rules of governance, principles of
what may be taken out (if it is a production commons), or put in (if it is a consumption
commons) and how, and a system of sanctions to punish rule breakers.
Despite early problems, described above, the management of apartment block
infrastructure has gradually, but inexorably, and almost universally, shifted from an open
access regime to a common property regime

Figure1: The management of apartment block infrastructure
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Let us take the example of the physical condition of apartment buildings in Romania, as
another example. The entrances and stairwells were, for many years, in poor condition,
with plaster crumbling, paint peeling, and smelling like a toilet. However, once residents
placed access controls (intercom activated locks) on the exterior doors a dramatic
improvement took place. Suddenly the interior public spaces were repaired, painted and
a different quality of living was created. Yet, in fact all that had really changed was a shift
from an open access to a common property regime. The resource boundaries could be
controlled and mechanisms to contribute to its maintenance could be developed.
Nowadays almost all apartment blocks have such entrance locks in place and it is easy to
forget how awful apartment buildings used to be.
The example of apartment blocks is an instructive one, for not only did it improve
efficiency and overall outcome, by internalizing the costs and benefits of maintaining the
resource to a defined group of commoners, it invested commoners with a stake in their
surroundings. The motivational impact of this cannot be over-estimated.

3. Collaborative Production & Consumption
The idea of having a stake in the work environment has been taken forward o the largest
scale in Romanian business by especially the booming local IT sector. At this stage the
idea of gamification and the playful work environment paired with an agile working
method is an answer to the problems of engaging employees in a market where
knowledge is more valuable than products (Evans & Wurster 1997) and severe talent
shortages exist (Deloitte 2017). Although not altering the ownership structures of
companies the shift in the source of value from products to people has led to a dramatic
shift towards a less hierarchical, more democratic and egalitarian approach to the
organization and delivery of work. The numerous and fast growing IT outsourcing
companies flourishing in cities like Cluj, Iasi and Bucharest are, often unconsciously,
enabling adhocracy as organizational cultures (Mintzberg 1989). These cultures are
dynamic, project based, serving global clients and whilst they leverage, at least initially,
the cost advantages of the Romanian labor market, they are driven by the key human links
far more than any amount of process. In organizations like Evozon, Arobs, Yonder and
others the boundary between work and private life is blurring as organizational and
personal growth are combining into a mission that is producing phenomenal growth.
Across the world technology is enabling the smallest businesses to access global markets
and doing away with the need to choose between richness and reach (Evans & Wurster
1997) as the most obscure niches become viable opportunities when geographic
limitations are removed. The likes of eBay and Amazon market place are disintermediating
traditional business models and simultaneously opening up new ones. A fault-line is
emerging between industrial commodification of private rights and organizational
hierarchies and the networked disintermediation of a global circus of connected and
collaborative communities.
Some companies have gone so far as to allow customers to identify and manage their own
benefit streams, preferring to simply manage, or aggregate, a web, or network, of
interconnected consumers who both consume and rate their experiences for other
consumers. Amazon has revolutionized the customer experience by getting consumers to
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do the work previously done by the company and its market research agents themselves.
To do this Amazon and its imitators (Air BnB, Booking.com, etc.) have realized that the real
value in some markets does not come from physical control of property rights. It flows
from gate-keeping access to them in ways that make it so easy to use that they have
become ubiquitous. Enabling the review process to become more democratic, more of a
common property, has proven both engaging and allowed the company to open and
explore whole new market places. Not waiting for governments to create a market, such
as with emissions reductions, “Amazon's business model [is] the classic strategy for
capturing externalities” (Mason 2016). Of course, because the company controls the
technology platform any common rights are really no more than leasehold and without
defined term. Nonetheless frustration at the damage Amazon is doing to traditional
bookshops has combined with a realization that an on-line community can thrive in a
niche as a counterpoint has given rise to hive.co.uk. Very similar to Amazon, this on-line
bookshop, however, asks every customer to which independent local bookshop they
would like to donate part of their purchase price. In other words, according to Amazon
style, customer feedback rates first enabled on-line networks to overcome problems of
trust, but, as they spread, are increasingly creating space for values based communities to
flourish by challenging the utilitarian principles of profit maximization.
Easily dismissed by Marxists as false consciousness, the combination of technological
change and globalization is, however, enabling both the breakdown of the barrier
between the company and customer and owner and employee. At a global level,
Wikipedia has demonstrated how the commons can compete with the private and win. It
has done so by replacing extrinsic interest with intrinsic interest and then combining that
with global scale and ongoing peer review processes. The self correcting global brain pool
that has created the world’s encyclopedia has destroyed the capacity of any single
company or organization to capture more knowledge internally in order to compete.
Given that “Information goods exist in potentially unlimited quantities and, when that is
the case, their true marginal production cost is zero” (Mason 2016), the scope to extend
the Wiki model is clearly tremendous. Effectively the wiki model socializes knowledge
under the auspices of collaborative control.

4. Technology & Collaboration in Romania
Managers of IT companies that I have spoken to, in Romania, are clear that the dynamism
and complexity of global economic change is such that the only way to organize is some
form of collaboration, which leverages collective knowledge by enabling networks.
Unfortunately money alone has turned out to be insufficient as a motivator globally (Pink
2009) or in Romania (Deloitte 2017) and whilst there has been a wave of interest in
intrinsic motivation (Gladwell 2005,Pink 2009, Duhigg 2013) to drive business
engagement, most of it has not connected the intrinsic yearning to the need to collaborate
within a community. As value is becoming less tangible in economics and insecurity is
rising (James 2007) the appeal of the commons is a return to the certainties found in
belonging to community as a source of identity (Taylor 2013). Our rights are, once again
becoming contingent upon our duties, which are codified in the norms of behavior of our
tribes and communities. In short, we are seeing the re-emergence of virtue ethics,
pushing the hegemonic ethic of utilitarian economics as a legitimate end in itself back
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(Curry 2011). Cooperation, as a legitimate form of organization is re-establishing itself
wherever technology disrupts traditional markets. This is not to say that Fordist notions of
capitalism and competition are about to wither and die any time soon, but they are being
challenged, pushed back and changing.
At the local level, in the case of Romania, however, there are signs that the rediscovery of
the commons is changing the nature of business and social organization. The rise of the
commons as the foundation of community life in most apartment blocks is gradually
creeping outdoors. First, the small areas of green space around apartment blocks are
slowly, but steadily, being transformed from waste grounds to cared for spaces, where
littering is frowned upon and plants are actively nurtured. Second the exterior of buildings
continues to be transformed, as insulation and other improvements are undertaken to
improve both the economics and the aesthetics of apartment living. We are even seeing
the start of such regimes as the foundation for community energy schemes
The chaos of overcrowded city streets is being addressed, quite incidentally, through
technologically innovative communal approaches to transportation. Ride sharing sites
such as Bla Bla Cars have proved popular, initially with students, but quickly gainer wider
acceptance. Whilst for aspirational and executive type’s car sharing company Cluj Pony
has seen remarkable growth, enabling customers to rent cars by the hour, on an
occasional basis, or with a pre-paid account. The cars themselves are the essence of
contemporary urban tech chic – Mini’s and Smart cars. Meanwhile the tech taxi firm Uber
is growing fast in major cities across Romania and proving popular for the way that it’s
online rating system motivates drivers to behave well. Equally well the rating system for
ride sharing sites has been critical in persuading female customers to use such services
(Botsman & Rogers 2010). Why do such rating systems prove so effective? In contrast to
traditional taxi drivers, Uber drivers “know their behavior today will affect their ability to
transact in the future” (Botsman & Rogers 2013).
On-line rating systems are overcoming problems of trust and improving service without
the need for managers, or the motivation of individual ownership. As such rating systems
are an ideal mechanism for enabling common and collaborative regimes to flourish
(Phelps 2013).
Technology is not just challenging the way companies do business in Romania, it is
challenging markets and paradigms of thinking that underlie the need to own physical
assets, in favor of collective and shared solutions. Technology, even in Romania, is
“fuelling a world where usage trumps possessions… where access is better than
ownership” (Botsman & Rogers 2013). Whilst on-line rating systems are enabling
relationships of trust to emerge in what is a very low trust society (Hampden-Turner &
Trompenaars 1997). This is a remarkable transformation in a country where Communism
left a legacy of mistrust towards anything that smacked of collectivism.
Whilst it is not true to say that there is significant evidence of the emergence of a large
scale cooperative, or employee owned economy in Romania right now. It is fair to say that
Romania, like many countries, is experiencing a surge of interest in common and
collaborative usage of technology to deploy new models of business. Whilst the
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experience common property regimes that dominate residential apartment block
infrastructure are creating a wider space for collaboration beyond the tech economy.
Businesses like Uber, Cluj Pony, Bla Bla Cars and others are shifting the customer
experience from the corporate control of point A to the collaborative experience of point
B.

Figure 2: Shift the customer experience from the corporate control to the collaborative experience

Networks of customers and values communities are both identifying and constructing
notions of value themselves and between themselves.
Beard Brothers is one of the early examples of a self-organizing groups that seeks to use
technology to create a commons that can collaborate to solve practical problems for those
in need in society. It is an NGO, but is really no more or less than an activist version of
eBay or free cycle; matching resource capabilities to resource needs and, like Wikipedia,
simply removing the profit element. Their success speaks volumes about the desire of the
tech community to contribute to a Romanian society which is more collaborative than the
extreme individualism described by Hampden-Turner & Trompenaars (1997).
Romanians have become used to a measure of partnership in controlling resources. The
convenience and simplicity of technology and associated rating systems is likely to
transform latent potential into emergent reality. The huge protests last winter against the
government’s abuse of the common space that is the law prove this. The booming IT
sector, short of trained people, is likely to generate a new wave of not just collaborative
customer experience, but of commonly owned businesses and services.
One Romanian IT company has already structured its finances in such a way that anything
project teams deliver above a companywide ROI percentage target remains with the team
to spend in any way that can be agreed by the team members. If this is not an exercise in
learning how to be a commoner what is? Several IT executives, interviewed for this paper,
have indicated that they believe customer owned membership type schemes will emerge
that, unlike the Wiki model, will involve financial transactions amongst a limited group of
stakeholders, who themselves are the common owners of the resource. Such a structure
is likely to emerge, if only to leverage the desire to work for oneself, in a booming
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economy, within a larger team and overcome the need for financial resources with the
power of the collective.

Conclusion
The solution the failure of State (open access) property regimes has been found in
common property, as a more effective means of internalizing the externalities arising from
living in apartment blocks, than private property. Thus despite a widespread rejection of
all things collective after the 1989 revolution, defining common property regimes as
different to open access regimes has created new models of organization and delivered
superior outcomes to what went before, or the alternative of atomized private regimes.
Thus collaborative common consumption regimes can be said to work in Romania.
Despite considerable growth of the IT sector and enthusiastic use of technology solutions
to practical problems no large scale model of a production based commons exists on or
off-line. There is, as yet, no John Lewis, no Wikipedia or Mondragon. However, The online rating system has proven a remarkably effective way of both constructing trust and of
changing behavior. Collaborative behavior is just beginning to move beyond consumption
and adopt a more entrepreneurial nature. Nonetheless, given the success of establishing
commons regimes in a country so predisposed against anything collective, the potential
for the emerging shoots of a productive digitally driven commons is found upon fertile
ground.
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Abstract: The purpose of this paper is to present a discussion upon the value of
youth employment. The focus is placed specifically upon the findings of a study
investigating the effectiveness and impact of a social enterprise community café
within the east of England. Social enterprise cafés are proving to be positive ways of
engaging young people in employment opportunities, increasing wellbeing and
community cohesion within the most deprived areas of the country. High levels of
deprivation and unemployment across particular districts in Suffolk mean young
people within these areas are not fulfilling their life potential. Thus exploring the
impact of a newly formed self-sustaining community café invested in engaging
young people within Suffolk is of particular interest. A mixed methods approach
was implemented, adopting both qualitative and quantitative methods.
Quantitative analysis of customer surveys in addition to one-to-one semi-structured
interviews with stakeholders and young people were utilized. The qualitative data
suggests that young people felt pride and gratitude when discussing their
experience and the opportunities offered to them. Stakeholder interviews also
reveal an enthusiasm regarding the unique support available for young people
typically presenting with complex needs and tainted aspirations. Data from
customer satisfaction surveys suggest that the majority of the public describe the
café environment, food and drink as excellent in quality. The results provide insight
into the value and potential for self-sustaining social enterprises to improve youth
employment, and subsequent quality of life, within areas of high deprivation.
Keywords: Youth; employment; social enterprise
JEL classification: I31, J64, L31

Introduction
Youth unemployment is a global economic issue, carrying negative consequences both
individually and across society as a whole. According to the International Labour
Organization (2016) 10.9% of young people (aged 15-24 years) across the UK were NEET
(Not in Education, Employment or Training). Although the rates of unemployment
amongst young people in the UK are lower than during the peak of the 2008 recession
(Bell & Blanchflower, 2010), the number of NEET young people is still an increasing
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concern, particularly in areas of high deprivation. Across the East of England parts of the
Waveney district, particularly the town of Lowestoft, are some of the most deprived in the
country, with more than one in five children living in poverty. In Lowestoft, youth
unemployment remains high, compared with national and local benchmarks, and there
are areas with up to a quarter of the population claiming benefits (Bond, 2017; Bond &
Manning, 2015). A significant proportion of young people are subsequently failing to
achieve their full economic and life potential. According to Smith and Dogaru (2016),
Suffolk has a higher proportion of NEET young people when compared to the rest of
England and this is on the rise. Evidently, increasing the amount of employment
opportunities and raising the aspirations of young people in Lowestoft is of vital
importance.
Research consistently suggests that public spaces, such as community cafés, have a
positive influence upon people’s well-being, particularly in areas of high deprivation
(Warner, Talbot and Bennison, 2012). Furthermore, the creation of social enterprises that
strive for economic self-sufficiency as well as achieving social goals may address imbalance
in disadvantaged areas (Bertotti, Harden, Renton and Sheridan, 2012). Oldenburg (1999)
suggests that the ‘third place’ between work and home, such as cafés, provide a neutral
environment which enables the development of informal relationships, a sense of equality
and feelings of acceptance.
A number of social enterprise cafés have been established across England. For example,
The Camden Society, a charity based in London, owns several ‘Unity Kitchen Cafés’, each
one a social enterprise café providing a public service but also employment opportunities
for individuals living with disabilities (The Camden Society, 2017). Providing employment
opportunities in deprived areas is of increasing importance, particularly for young people
where unemployment leads to lower self-esteem, negativity and a perceived lack of
control (Winefield, Winefield, Tiggemann and Goldney, 1991). Additionally, tackling youth
unemployment may reduce the extent of unemployment during adult life (Gregg, 2001).
Research conducted by Bertotti et al. (2012) evaluating a social enterprise café in London
suggests that the benefits for volunteers were widespread, allowing them to develop
confidence and skills which could lead to paid employment. Social enterprise cafes within
deprived areas thus appear to have numerous benefits, including increasing community
cohesion and well-being, social equality, employment opportunities and local economic
sustainability. Considering the deprivation and high rates of youth unemployment
associated with the town of Lowestoft, a self-sustaining social enterprise café which brings
business and employment opportunities has the potential to be highly beneficial.
In order to explore the impact of Sams1 Coffee House, a social enterprise café developed
by Access Community Trust based in Lowestoft, during the first 9 months of trading, the
University of Suffolk were commissioned to conduct an independent evaluation.
Stakeholder and young people’s perspectives in addition to data from customer
satisfaction surveys will assist in determining whether Sams Coffee House has the
potential to be a self-sustaining initiative, as well as a service for young people.

1

It should be noted that the absence of an apostrophe in Sams is deliberate. The logo was designed by the
young people in Lowestoft, we have respected the design and the identity of Sams throughout the paper.
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1. Research Design
A mixed methods approach using both quantitative and qualitative methods was utilised,
encouraging young people’s participation, in order to gain an in-depth insight into the
impacts of the project (Bryman, 2006). The approach taken was both flexible and adaptive
to the context of the participants and involved working collaboratively with key
stakeholders and young people. It is acknowledged that individuals who experience
unemployment and access support services are the experts in their own lived realities, and
as a result, data collection is broadly ethnographic. Qualitative data collection will enable
individuals in direct contact with the service to share their idiosyncratic experiences and
perceived impact of the project upon their lives. The evaluation also involved collection of
customer experience surveys for statistical analysis. Use of quantitative data collection will
enable analysis of customer experience of the café itself, as well as identifying the
objective impact of the project on the well-being of young people.
Individual semi-structured interviews were conducted in order to build up a rapport with
the participant, allow for open-ended discussion and to gather in-depth data (Reid,
Flowers and Larkin, 2005). Informed consent forms were collected from all participants
prior to audio recording. Participants included young people aged 16-26 (N = 14), who
were volunteering or working within Sams Café, as well as stakeholders (N = 11), including
internal staff members and individuals from external organisations. While the stakeholder
interviews were conducted in an unoccupied room, the young person interviews took
place in the café space itself. The data collected from interviews were analysed using
thematic analysis to identify any recurrent themes across both young people and
stakeholders in order to ascertain the quality of service and impact of the project on
young people (Braun & Clarke, 2006). In order to protect participant identity and preserve
confidentiality, it was used anonymization. Informed consent forms were collected from
all participants prior to audio recording.
In addition to the qualitative interviews, an anonymous satisfaction survey was handed
out to customers visiting Sams café (N = 43). The survey consisted of 15 questions, asking
participants to rate their experience of certain aspects of the café, such as service, food
and drink, on a 1-5 point Likert scale. Participants were also given space to make written
notes regarding any potential improvements they would like to see relating to the
products on offer at the café. Quantitative analysis of survey responses using SPSS was
utilised, focusing upon descriptive statistics.

2. Findings and Discussion
Provision of voluntary and paid work experience is important in a geographical area in
which youth unemployment remains high. In 2015, 375 young people between the age of
18-24 across Lowestoft were claiming Job Seekers Allowance and approximately 10% of
16-18 year olds were NEET (Bond, 2017; Bond & Manning, 2015).
During the nine months of trading, Sams Coffee House successfully supported 17 NEET
young people into voluntary or apprenticeship posts in preparation for future employment
or further education. During their time with Sams Coffee House, these young people
engaged in training modules including Work Etiquette, Customer Service, Food Hygiene
and Health and Safety and also participated in emotional wellbeing assessments and
learning plans to identify their individual needs. Young people are employed within Sams
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Coffee House for an average duration of 6 weeks. Of those 17 young people supported by
Sams Coffee House during the first 9 months, 13 went onto employment, education or
training, including paid employment, paid apprenticeship schemes and higher education
courses within local colleges, a success rate of 76.5%.
2.1 Deprivation and Blocked Opportunities
Participant narratives generally portrayed a negative view of Lowestoft with regards to
available opportunities for young people. Furthermore, participants continually suggested
Lowestoft was perceived as an area of high deprivation, which in concordance with
statistical data (Dogaru & Smith, 2016). Stakeholders also described a lack of aspiration
held by these young people, potentially resulting from views passed down through
generations, lack of available coordinated support, academic and social pressures, poor
coping mechanisms and the deterioration of the town’s industry.
The young people described Lowestoft as lacking in community cohesion, motivation and
opportunities, and held a very negative view of the town. They suggested that the decline
in the area is a result of failing industry, with shops closing along the high street and
reductions in the fishing industry. The gradual decline in businesses appears to contribute
greatly to the young individuals’ perceptions of blocked opportunities.
Young person: “Yeah, I mean there’s nothing really in this town anymore in terms of
industry or like say in the high street all of the shops are starting to close down, like
there’s no sort of opportunities in Lowestoft anymore.”
The young people interviewed described Lowestoft as a place in which the young people
don’t wish to live, describing the town as “unforgiving”. One young person suggested that
they are disappointed with the lack of enthusiasm from the state in providing what the
community needs, especially regarding young people of the town.
2.2 Addressing Real Needs
The consensus around a perceived lack of opportunity across young people within
Lowestoft reinforces the necessity to build local businesses which have the capacity to
offer employment opportunities. It was clear from the young people and stakeholder
narratives that there is an urgent and desperate need for the types of services that Sams
Café provides.
2.2.1. Providing Opportunities
All stakeholders described Sams as place providing opportunities for young people and as
a service that attempts to break the perception of blocked opportunities.
Stakeholder: “I think it [Sams Coffee House] provides opportunity. I think one of the
biggest problems facing young people here is just lack of opportunity and also
perceived lack of opportunity.”
The social enterprise café was described as a service that enables young people to feel as
if they belong, particularly with those who are difficult to engage and are presenting with
various complex needs. Due to the diversity of the stakeholders’ roles and experiences, a
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wealth of insight into the various projects and training on offer for young people was
discussed and how this increases social inclusion and employment prospects.
According to stakeholders, talks revolving around employment and sexual health as well
as projects involving catering and hospitality training, allotment gardening and
photography are some of the opportunities on offer at Sams. Providing such variety of
services, projects and opportunities for the young people was of uppermost importance to
all stakeholders interviewed.
Frequent discussion around the employment and training opportunities within Sams Café
suggest young people feel gratitude toward the opportunities provided. Several
individuals described how they were initially asked to join the team at Sams; many then
stating that after volunteering for a few weeks they were offered funded apprenticeships.
Many young people discussed completion of a food and hygiene online course, as well as
various other training courses, such as safeguarding and customer service qualifications.
Provision of such qualifications alongside training while on the job appears to provide
many of the young people with confidence and a sense of aspiration for further
development. The young people also describe involvement in the youth club, as well as
other projects external to Sams, organised through the Trust, such as allotment projects
and projects assisting school children struggling with academic work. Involvement in
additional projects appears to have evoked a sense of investment and gratitude,
encouraging the young people to give back after receiving support themselves.
2.3. A Holistic Service
From Stakeholder narratives, it is clear that achieving a holistic service to young people is
of vital importance.
Stakeholder: “…that’s what it is, we’re able to operate so much from here and have
this as a central point for all of that, and that really does allow us I think to bring
together quite a comprehensive service of different things and it’s all based on the
needs of what those young people tell us, because it’s one place, they can really
shape that with us.”
Individual records with each young person’s information regarding their, aspirations, skills,
strengths, areas for development and existing mind-set in terms of confidence, selfperceived skills, and general well-being are documented. Areas for development are also
identified and whether these can be attained within Sams’ provision, including referral to
other staff members, such as well-being practitioners or employment mentors.
Stakeholders stated that in the first nine months, they successfully supported 17 young
people from being NEET into permanent employment or education, suggesting potential
for real economic benefits arising through small social enterprises.
The young people discussed their perception of Sams, what the service is about and the
support provided to young people. The young people describe Sams as being a friendly,
welcoming service, open to a whole variety of individuals, providing support and activities
for school-aged children, individuals with learning disabilities and deprived young people,
as well as serving the general public.
2.3.1. Well-being and Mental Health
In addition to low aspiration, many stakeholders suggest that poor mental health within
young people is becoming more of a concerning issue, as a result of perceived deprivation,
limited opportunities and a sharp reduction in child and adolescent mental health services
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available. Many stakeholders reiterate that whilst employment opportunities are crucial
for the young people, additional conversations and support around mental health and
well-being are of increasing importance.
In addition to the employment and training opportunities provided by Sams, young people
described a variety of supportive services available, including their own personal
experience of that support. Many young people were highly complementary of the staff
working within Sams, suggesting that these individuals were supportive and understanding
of their needs and issues they presented with. Several of the young people described
having problems with drug use, mental health and homelessness when they first arrived at
Sams. Many continued to suggest how the staff at Sams and Access Community Trust
helped them through these presenting issues, enabling them to live a more fulfilling life.
This improvement in subjective well-being amongst young people is in accordance with
previous literature focusing on impacts of youth unemployment and community café’s
(Bertotti et al., 2012; Warner et al., 2012; Winefield et al., 1991).
2.4 Diversion and Purpose
All young people described their life prior to employment at Sams, many suggesting they
were in problematic circumstances: for example, via involvement with the wrong people,
drug usage or without accommodation and employment. Thus engagement in
employment through Sams Café enabled diversion away from previous activities which
young people described as problematic.
Young person: “…I was doing violence, doing stupid stuff I shouldn’t be doing, and
now I’m a normal person who works to pay my way.”
For many of the young people, an improvement in quality of life was described after
engaging with Sams, probably as a result of acquiring a sense of purpose. One individual
reported wishing to have as many hours as possible within the coffee house due to
feelings of boredom and purposelessness when she does not attend. Additionally, a sense
of pride for the work they do, whether that is voluntary or paid can be inferred from the
interviews. The sense of pride expressed by the young people also comes across when
some describe having recommended Sams to friends who are in similar situations to which
they used to be.
2.5 Customer Satisfaction
A customer satisfaction survey was conducted in August-September 2016, using a paper
and pencil questionnaire. The questions related to the setting in general (greeting, person
serving, cleanliness, interior decoration, value for money) and the food and drinks being
served. Forty-three customers completed the survey. Of them, 19 (43%) had not visited
the café before. All customers declared that they would recommend Sams to friends and
family. While almost all customers rated the quality of the setting and the quality/range of
food and drink as being good or excellent, there are some items that have been rated as
‘good’ rather than ‘excellent’, in particular the interior decoration (including tables, chairs
and floor), selection of food (the only item that was rated ‘poor’ by one customer), and
selection of cold and hot drinks. Positive outcomes from customer surveys suggest that
Sams Café has the potential to be a self-sustaining social enterprise, as well as providing
employment opportunities for young people.
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Conclusion
Youth unemployment is a global economic issue, as well as carrying several potentially
damaging consequences for the individual. Overall, the findings suggest Sams Coffee
House provides highly effective yet bespoke services for young people seeking
employment opportunities and support in an area of significant need, this is reflected in
both the narratives of young people and stakeholders. The individualised approach to
supporting young people enables Sams to effectively help young people who have
complex needs and who may find other more universal service provision hard to access
and engage with. Narratives provided by young people indicate a sense of gratitude
toward Sams for providing paid employment or voluntary positions, particularly in
Lowestoft – an area perceived to be deprived with limited opportunities. Additionally, it
became apparent that to the best of their knowledge, they believe that there are no other
services like Sams within Lowestoft. The perceived uniqueness of Sams is also reflected in
interviews with stakeholders.
All stakeholders consider Sams Coffee House as a unique social enterprise bringing
individuals together from diverse areas of employment to create a comprehensive service.
Several comparisons were made between state-funded employability services and Sams. It
is suggested that while the services are not in competition, Sams does provide a more
informal step toward employment with less prerequisites. Positive results from customer
satisfaction surveys also suggest potential for economic benefits arising from initiatives
such as social enterprise cafes, which provide a public service as well as employment
opportunities for NEET young people. The social enterprise initiative provides a sound
example of a self-sustaining and successful model of welfare, which supports young
people with complex histories into employment, training and education when statutory
provisions had failed them.
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proposal should create a quality label for EU personal pension products and
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Introduction
Europe is facing an unprecedented demographic challenge. For every retired person in
2060, there will only be two people of working age, compared to four today. Our social
and welfare systems are already coming under pressure. Part of the answer lays in
occupational and personal pension schemes complementing state-based pensions.
However, the European market for personal pensions is currently fragmented and uneven.
The offers are concentrated in a few Member States, while in some others they are nearly
non-existent. This variation in supply is linked to a patchwork of rules at EU and national
levels, which impede development of a large and competitive EU-level market for personal
pensions.
This is the reason why the Commission launched recently a proposal that will lay down the
foundations to offer consumers a new pan-European option to save for retirement.
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The proposal will equip pension providers with the tools to offer a simple and innovative
Pan-European Personal Pension Product (PEPP). This new type of voluntary personal
pension is designed to give savers more choice when they are putting money aside for old
age and provide them with more competitive products. Consumers will benefit from
strong information requirements and distribution rules, also online.The PEPP will be
portable between Member States, i.e. PEPP savers will be able to continue contributing to
their PEPP when moving to another Member State.
Pan-European Personal Pension Products will have the same standard features wherever
they are sold in the EU and can be offered by a broad range of providers, such as
insurance companies, banks, occupational pension funds, investment firms and asset
managers. They will complement existing state-based, occupational and national personal
pensions, but not replace or harmonise national personal pension regimes.

1. Grounds for introducing a Pan-European Personal Pension Product
In the area of pensions, EU has adopted the following major initiatives in recent years:
•

1998 Directive on safeguarding the supplementary pension rights of employed and
self-employed persons moving within the Community1;

•

2014 Directive on the portability of supplementary pension rights2, aimed at
promoting worker mobility by reducing the obstacles created by certain rules on
occupational pensions;

•

2016 Directive on institutions for occupational retirement provision (‘IORP2’)3,
which strengthens governance, information disclosure and cross-border
requirements for occupational pension funds.

Further non-legislative measures taken by the Commission in the pensions area include
the ‘Track and trace your pension in Europe project’4, proposing the creation of a
European tracking service to help people track information about their pension
entitlements across Member States, and the RESAVER project5.
The proposal for a PEPP framework does not affect the three directives mentioned above,
as they target occupational pensions. With regard to non-legislative initiatives, the PEPP
framework could be integrated into future projects.
The proposal aims to increase the take-up of personal pensions in the EU. It is consistent
with the EU policy of encouraging complementary retirement savings in order to achieve

1

Council Directive 98/49/EC of 29 June 1998 on safeguarding the supplementary pension rights of
employed and self-employed persons moving within the Community, OJ L 209, 25.7.1998, p. 46.
2
Directive 2014/50/EU of the European Parliament and of the Council of 16 April 2014 on minimum
requirements for enhancing worker mobility between Member States by improving the acquisition and
preservation of supplementary pension rights, OJ L 128, 30.4.2014, p. 1.
3
Directive 2016/2341/EU of the European Parliament and of the Council of 14 December 2016 on
the activities and supervision of institutions for occupational retirement provision (IORPs), OJ L 354,
23.12.2016, p. 37.
4
http://ttype.eu/
5
http://www.resaver.eu/. The RESAVER project is a sector-specific occupational pension fund
designed to make it easier for research staff to keep their pension arrangements as they move between
research institutions in different EU countries. It also includes a personal pension option.
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pension adequacy, as set out in the Commission White Paper on pensions in 20126. In line
with this, the 2015 Pension Adequacy Report concluded that increased entitlements from
supplementary (that is, occupational and personal) retirement savings could, alongside
other measures, mitigate the impact of lower pensions from public schemes in some
Member States. The 2017 Annual Growth Survey reported that broad coverage (i.e. wide
availability and increased uptake) of supplementary pensions could play a key role in
retirement income provision, in particular where public pensions may be inadequate, and
should be promoted by appropriate means, depending on the national context.
The proposal is in line with EU policy on strengthening consumer protection, in particular
by developing a low-risk default investment option, requiring full transparency to PEPP
savers, specifically on costs, and allowing savers to switch provider with a cap on switching
costs.

2. Objectives of the proposal
Across the European Union, individuals who wish to supplement their pensions are saving
for retirement in many different ways, for example by investing in real estate, life
insurance and other long-term investment products. Personal pension products are
another option. However, personal pension markets are unequally developed and
personal pension products are unequally affordable across the European Union. People
who wish to save more for retirement need a greater choice of suitable personal pension
products that rely on capital markets-based investments. An additional public policy
challenge is the need to ensure the long-term sufficiency of retirement income from a
combination of state, occupational and personal pensions.
Market fragmentation prevents personal pension providers from maximising risk
diversification, innovation and economies of scale. This reduces choice and attractiveness
and leads to increased costs for pension savers. It also contributes to a lack of liquidity and
depth in the capital markets compared with other jurisdictions such as the United States
of America, where pension funds play a bigger role as institutional investors. Moreover,
some existing personal pension products have insufficient features7 and their availability
and cross-border portability is limited, with hardly any cross-border activity by suppliers or
savers.
An EU initiative on personal pensions could therefore complement the current divergent
rules at EU and national level by adding a pan-European framework for pension, for
individuals who wish to use this additional saving option. This framework will not replace
or harmonise existing national personal pension schemes. It will offer individuals a new
voluntary framework for saving by ensuring sufficient consumer protection with regard to
the essential features of the product. At the same time, the framework will be flexible
enough to enable different providers to tailor products to suit their business model. It will
encourage providers to invest in a sustainable manner in the real economy over the long
term, particularly in infrastructure projects and corporates, thus matching the long-term
liabilities under the PEPP.
6

White paper An Agenda for Adequate, Safe and Sustainable Pensions, COM (2012) 55 final,
16 February 2012.
7
This concerns for instance distribution, investment policy, provider switching, cross-border
provision, or portability. For instance, some existing personal pension products do not allow savers to switch
providers.
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The Commission’s Action Plan on Capital Markets Union of September 20158 stated that,
‘an “opt in” European Personal Pension could provide a regulatory template, based on an
appropriate level of consumer protection, that pension providers could elect to use when
offering products across the EU. A larger, “third pillar” European pension market would
also support the supply of funds for institutional investors and investment into the real
economy’. In the action plan, the Commission also announced that it will ‘assess the case
for a policy framework to establish a successful European market for simple, efficient and
competitive personal pensions, and determine whether EU legislation is required to
underpin this market’.
The European Parliament, in its Resolution of 19 January 20169, expressed concern about
the lack of available and attractive risk-appropriate (long-term) investments and costefficient and suitable savings products for consumers. While reiterating the need for
diversity in investor and consumer choices, the European Parliament stressed that ‘an
environment must be fostered that stimulates financial product innovation, creating more
diversity and benefits for the real economy and providing enhanced incentives for
investments, and that may also contribute to the delivery of adequate, safe and
sustainable pensions, such as, for example, the development of a pan-European Pension
Product (PEPP), with a simple transparent design’.
In June 2016, the European Council called for ‘swift and determined progress to ensure
easier access to finance for business and to support investment in the real economy by
moving forward with the Capital Markets Union agenda10.’
In September 2016, in its Communication Capital Markets Union — Accelerating Reform11,
in light of the strong support expressed by the European Parliament, Council and
stakeholders for the Capital Markets Union action plan, that it will ‘consider proposals for
a simple, efficient and competitive EU personal pension product’.
Table 1: Total investments assets as per OECD definition of pension funds (Billions USD)
World
United States
Total EU27 (no Cyprus)
Japan
Canada
Switzerland
Rest of the world
Total - World

2005

2015

weight

Increase
2005/2015

as a % of
GDP 2015

GPD 2015
IMF

9,711
3,110
1,316
687
413
1,141
16,378

14,250
5,058
1,327
1,196
793
2,931
25,554

56%
20%
5%
5%
3%
11%
100%

47%
63%
1%
74%
92%
157%
56%

79%
31%
30%
77%
118%

18,037
16,307
4,382
1,553
671

34%

74,197

Source: OECD

Subsequently, in its Communication Mid-term Review of the Capital Markets Union Action
Plan, the Commission announced ‘a legislative proposal on a pan-European Personal
Pension Product (PEPP) by end June 2017. This will lay the foundations for a safer, more
cost-efficient and transparent market in affordable and voluntary personal pension savings
that can be managed on a pan-European scale. It will meet the needs of people wishing to
enhance the adequacy of their retirement savings, address the demographical challenge,
8

COM(2015) 468 final, p.19.
European Parliament, Resolution of 19 January 2016 on stocktaking and challenges of the EU
Financial Services Regulation: impact and the way forward towards a more efficient and effective EU
framework for Financial Regulation and a Capital Markets Union, 2015/2106(INI), point 20.
10
European Council conclusions of 28 June 2016, EUCO 26/16, point 11.
11
COM(2016) 601 final, p. 4.
9
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complement the existing pension products and schemes, and support the cost-efficiency
of personal pensions by offering good opportunities for long-term investment of pension
savings12.
This proposal for a PEPP framework comprises a complementary voluntary scheme
alongside national regimes, enabling providers to create personal pension products on a
pan-European scale. It aims to channel more household savings away from traditional
instruments, such as savings deposits, towards the capital markets.
Table2: Overview of households’ financial assets and personal pension market in EU28
Households
Financial Assets
(2015 except for
PP Market 2014)

Total financial
assets
(% GDP)

Total financial
assets (TFA)
(EUR Billion)

Currency &
deposits
(EUR Billion)

Currency &
deposits
(% of TFA)

Occupational
pension
entitlements
(EUR Billion)

Netherlands
United Kingdom
Belgium
Denmark
Sweden
Cyprus
Malta
Italy
France
Portugal
Spain
Austria
Germany
Greece
Finland
Luxembourg
Ireland
Bulgaria
Hungary
Croatia
Estonia
Czech Republic
Latvia
Slovenia
Poland
Lithuania
Slovakia
Romania
Total

325%
324%
309%
294%
281%
259%
257%
251%
222%
212%
187%
182%
182%
148%
144%
140%
139%
135%
124%
121%
113%
110%
108%
102%
97%
92%
77%
72%
228%

2,195
8,262
1,266
799
1,280
46
24
4,120
4,841
380
2,009
620
5,503
259
301
72
356
61
133
53
23
186
26
39
408
34
61
114
33,470

409
2,006
373
133
179
29
11
1,273
1,379
168
848
252
2,153
172
90
36
132
23
38
29
7
97
9
20
195
12
38
40
10,149

19%
24%
29%
17%
14%
63%
46%
31%
28%
44%
42%
41%
39%
66%
30%
50%
37%
38%
28%
55%
29%
52%
34%
50%
48%
36%
62%
35%
30%

1,317
4,024
80
171
379
4
0
251
0
22
165
40
786
3
24
2
116
5
5
10
3
13
3
3
37
2
8
6
7,479

Life insurance
Personal
Personal
and annuity
Pension Market Pension Market
entitlements
(EUR Billion)
(% TFA)
(EUR Billion)
139
825
179
216
112
2
2
574
1,665
47
149
73
920
6
28
9
44
1
6
2
0
10
0.2
3
18
1
4
1
5,037

9.7
No data
43.4
78.8
11.0
Low PPP
2.1
37.2
49.9
2.3
83.5
8.1
215.1
Low PPP
12.0
No data
4.7
0.2
3.5
0.3
0.3
11.4
0.3
1.9
0.9
0.05
1.5
0.2
578*

0.4%
N/A
3.4%
9.9%
0.9%
N/A
9.0%
0.9%
1.0%
0.6%
4.2%
1.3%
3.9%
N/A
4.0%
N/A
1.3%
0.3%
2.6%
0.7%
1.5%
6.2%
1.1%
4.8%
0.2%
0.1%
2.4%
0.2%
2.3%*

Source: Eurostat

The proposal aims to ensure that consumers are fully aware of the key features of the
product. Regarding investment policy, consumers will have a choice between a safe
default investment option and alternative options with different risk-return profiles.
Consumers will benefit from EU-wide portability, full transparency of the costs of the PEPP
and the ability to switch providers (with switching costs capped).
From the point of view of providers, the proposal intends to enable a broad range of them
to offer the PEPP (banks, insurers, asset managers, occupational pension funds,
investment firms) and to ensure a level playing field. The PEPP could be provided online,
including advice, and would not require a network of branches, allowing easier market
access. Passporting rules would help providers enter new national markets. Standardising
the key features should also reduce providers’ costs and help them pool contributions
from different national markets in order to channel assets into EU-wide investments.
The flexibility around other features, such as the conditions for accumulating pension
contributions, is intended to enable consumers to benefit from national tax incentives
12
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available in their Member State of residence, provided that the providers adapt the PEPPs
to the national criteria for tax incentives.
In order to encourage Member States to grant tax relief on the PEPP, the Commission has
adopted a Recommendation on the tax treatment of personal pension products, including
the pan-European Personal Pension Product13, alongside this proposal.

3. Impact assessment
The proposal is based on a study carried out by Ernst & Young on behalf of the European
Commission on a European personal pension framework. The study, completed in June
2017, maps in particular the tax requirements and other legal requirements applicable
across all Member States, and assesses the market potential for a PEPP. The main
conclusion of the study is that tax regimes across the EU are very diverse, and this requires
sufficient flexibility in an EU framework on the PEPP to adapt to national criteria. In
addition, the study concludes that the PEPP would see the personal pension market grow
in value from EUR 0.7 trillion to EUR 2.1 trillion by 2030 with the PEPP, versus EUR 1.4
trillion without the PEPP (assuming the PEPP would benefit from the existing national tax
incentives for personal pension products).

The proposal is also based on technical advice from the European Insurance and
Occupational Pensions Authority (EIOPA)14 on developing an EU single market for personal
pension products. This advice builds on an earlier EIOPA preliminary report Towards a
single market for personal pensions15. The technical advice recommends:
• choosing the PEPP over harmonisation of national regimes; and
• defining key PEPP features at EU level, while leaving certain other tax-sensitive
features to national law.
As part of the key features, the technical advice recommends in particular the inclusion of
a safe default investment option and detailed requirements on transparency of
information to PEPP savers. The proposal is in line with these recommendations.
The PEPP framework would have a positive economic impact. According to the EY study, it
would result in the assets under management in the personal pension product market

13
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EIOPA’s advice on the development of an EU Single Market for personal pensions products (PPP),
July 2016,
https://eiopa.europa.eu/Publications/Consultations/EIOPA%27s%20advice%20on%20the%20development%
20of%20an%20EU%20single%20 market%20for%20personal%20pension%20products.pdf
15
EIOPA, Towards an EU single market for personal pensions, 2014, available at:
https://eiopa.europa.eu/Publications/Reports/EIOPA-BoS-14029_Towards_an_EU_single_market_for_Personal_Pensions-_An_EIOPA_Preliminary_Report_to_COM.pdf
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growing from EUR 0.7 trillion to EUR 2.1 trillion by 2030 with the PEPP versus EUR 1.4
trillion without the PEPP, assuming that tax incentives are granted to the PEPP.
It would also have a positive social impact as more people would be able to complement
other sources of income in retirement with PEPP and thus improve the adequacy of their
pensions. It would in particular have a greater impact for workers in non-standard
employment, self-employed and mobile workers who have not sufficient or no access to
state or occupational pension systems. The positive social impact would be higher in
Member States with a limited choice and limited take-up of personal pension products at
present.
No significant environmental impact is expected, although encouraging providers to take
into account environmental, social and governance factors in their investments
(associated with disclosure requirements) can have a positive effect in terms of
sustainability.
The proposal has implications for the EU budget. In particular, the additional tasks for the
European supervisory authorities will require an increase in resources as well as certain
operational investments. These tasks include:
• authorisation of PEPPs;
• the development of additional guidance; or
• a central register for all authorised PEPPs.
Costs of EUR 1 000 000 have been estimated for 2019, including a one-time investment for
operational matters, and will total around EUR 1 200 000 per year by 2021. Under the
current co-financing arrangements of the ESAs, 40 % of this funding will be included in the
EU budget and will, as such, not go beyond what is set out in the current multiannual
financial framework that runs until 2020.

Conclusions
It is important that the Commission’s initiative to offer a simple voluntary personal
pension product designed to give savers more choice and enhanced portability in order to
address the needs of the increasing number of mobile workers. The Commission’s
proposal should complement existing state-based, occupational and national personal
pensions, but will not replace or harmonise them. For pension products it is of utmost
importance for savers to have confidence in the product, the provider and the supervisor.
The product should be well-designed, understandable for the customer and attractive
both for customers and for its providers.
To put it simple, a pension product can be seen as a three party arrangement between the
pension’s savers, the pension provider and the tax authorities. The pension provider
usually takes the responsibility of reporting and tax payments on the behalf of the pension
saver to the tax authorities. The pension product can be distinguished from other types of
long term saving products primarlily by means of that the contract clauses are strictly in
conformity with such taxation regulation that give a more favourable tax treatment than
for other similar investments of the same maturity.
In order to achieve the goals set in the Capital Market Union action plan in relation to the
creation of the PEPP workable solutions should be sought. Taking into account the
diversity of the national social and labour legislation and that a significant part of the
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product features are not harmonized it should be considered wheter a directive would be
the more appropriate legal instrument. We have doubts that the form of a regulation
would allow for quicker uptakes – the reason is that even if the instrument is a regulation,
the Member States would still need time to provide for the national measures regarding
the non harmonised features of the PEPP (less time would also be needed if the
instrument is a directive in order to transpose it into national legislation).
A very clear distinction should be made in the regulation between individually managed
PEPPs and collectively managed PEPPs. The type of management of the product depends
on the type of the provider. Therefore, there are three categories of providers in this
regard:
- Credit institutions and investment firms that can manage PEPP only individually
- IORPs and insurance undertakings that can manage PEPP only collectively (assets are not
individualised)
- management companies and alternative investment fund managers (where allowed
according to national law) that can manage PEPP individually as well as collectively as
undertakings can provide both services – management of a fund as well as individual
portfolio management
The management approach (individually vs collectively) is related to the relevant
legislative provisions at the first place. Secondly, the transfer of assets from one
compartment to another, or from one provider to another also depends on the type of
management.
Regarding supervision and cooperation there should be a clear division of responsibilities
and powers between national competent authorities (NCAs), home and host competent
authorities and EIOPA. After granting of authorisation by EIOPA, NCAs should supervise
compliance with the regulation on an ongoing basis.
Protection of the savers is not ensured in the cases when PEPP authorisation has been
withdrawn or the NCA has withdrawn the license of the PEPP provider. There are no
provisions stipulating the consequences for savers of such withdrawals like potential
transfer of the product to other PEPP provider or the redemption of the funds/assets of
the saver. This is a long term product with retirement saving element and the interests of
PEPP savers and PEPP beneficiaries should be protected in the best possible way.
In the case of a transfer (between compartments or between providers) it is of utmost
importance that the regulation clearly defines when the capital guarantee is to be
ensured. There is a switch between providers - the transferring provider should cover the
capital protection if needed. It should also be made clear whether there is a possibility for
partial transfer - to transfer only part of the assets (cash) to another provider or to
transfer all assets but partialy in goods, partialy in cash.
Any new initiative raises doubts whether the impact on the market is as beneficial as
expected. The offers for personal pensions within the EU are concentrated only in a few
Member States, while in some others they are nearly non-existent. This variation in supply
is linked to a patchwork of rules at EU and national levels, which impede development of a
large and competitive EU-level market for personal pensions. The PEPP will allow
consumers to voluntarily complement their savings for retirement, while benefitting from
solid consumer protection:
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•

PEPP savers will have more choice from a wide range of PEPP providers and benefit
from greater competition.

•

Consumers will benefit from strong information requirements and distribution rules,
also online. Providers will need to be authorisedby the European Insurance and
Occupational Pensions Authority (EIOPA) to provide the PEPP.

•

PEPP will grant savers a high level of consumer protection under a simple default
investment option.

•

Savers will have the right to switch providers – both domestically and cross-border –
at a capped cost every five years.

•

The PEPP will be portable between Member States, i.e. PEPP savers will be able to
continue contributing to their PEPP when moving to another Member State.
The regulatory framework that the Commission is proposing today will create
opportunities for a wide range of providers to be active on the personal pension market:
•

Providers will be able to develop PEPPs across several Member States, to pool assets
more effectively and to achieve economies of scale.

•

PEPP providers will be able to reach out to consumers across the whole EU
through electronic distribution channels.

•

PEPP providers and savers will have different options for payments at the end of the
product's lifetime.

•

PEPP providers will benefit from an EU passport to facilitate cross-border distribution.

As discussions are now starting in earnest in the Council and Parliament, legislators should
be aware of the opportunity that PEPPs provide as an EU-wide pension plan and the gap it
fills in the EU regulatory maze. It also responds to the call in the Capital Market Union
Action Plan for a long-term savings instrument for households. Legislators should ensure
that it remains an attractive proposition, which will not be easy because of the huge
differences in the national administration of pension savings and the acute sensitivity that
exists to any changes in this domain.
Overall, it is clear the proposal will create a quality label for EU personal pension products
and increase trust among consumers. It will lead to consumers having greater choice
between providers and ensure a level playing field for providers. The proposal may also
contribute to the creation of a single market for personal pensions and encourage
competition between providers to the benefit of consumers.
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