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THE JOURNAL ,,ECONOMY AND SOCIOLOGY”
AT ITS 65th ANNIVERSARY

In 2018, the scientific-theoretical journal ,,Economy and Sociology” marks the 65th
anniversary of its foundation, years of hard work, professionalism and dedication.

The journal ,,Economy and Sociology” was founded in 1953 by the Academy of Sciences of
Moldovan SSR, Sociology Department of the Institute of Philosophy, Sociology and Law.
A special contribution to the founding and development of the journal brought the correspondent
member of the Academy of Sciences of Moldova, the founder of the sociological school in the
Republic of Moldova, PhD in economics, Professor Andrei Timus.

Over the years, chief editors have been: Matienco B.T. (1958-1985), Grosul la.S.,
Ursul A.D. (1989), Singur G.N. (1990-1991), Certan S.E. (1992), Ciobanu V. V. (1993-2006).

In 2006, the journal was taken over by the National Institute for Economic Research (NIER)
of the ASM, the editor-in-chief being Professor Gheorghe Iliadi, and since 2016 this position has
been taken by me.

During 65 years the journal ,,Economy and Sociology” became a platform with authority for
scholars in economics and sociology. Throughout these years, all aspects of economic and social
development have been reflected in the pages of the journal: trends in the development of the
national and global economy, living standards, social structure and quality of life of the population,
etc. Over the last few years, more and more articles have been discussing the current issues of
entrepreneurial development, economic competitiveness, innovation, financial stability,
demographic dynamics, etc.

The authors of the journal are representatives of different research institutes and universities
in the country and abroad, contributing to the presentation and development of methodological
aspects in economic and sociological research, elaboration and consolidation of the theoretical
bases on sustainable socio-economic development.

Since 2015, the journal has been edited only in English, which has contributed to the increase
of the representatives of foreign authors as well as its international visibility.

Thus, the journal has strengthened its position as a high-level scientific platform that debates
the most current issues in the economic and social fields, an academic publication presenting the
results of the original scientific research that adds value to the development of economic and
sociological science.

The journal ,,Economy and Sociology” is positioned as an edition focused to the needs of
specialists in the field, including practitioners, and indisputable offers the opportunity to receive
current and qualitative information on new phenomena and trends in the national and world
economy.

The anniversary gives me the opportunity to address the current journal management team
wishes for prosperity, beautiful achievements and great successes. A special respect and thanks to
the authors of the journal for the original publications, which presents the results of their own
researches with a scientific novelty, theoretical and practical significance.

The journal develops and improves continuously. We are proud of our publication and do
best efforts to improve its scientific level, its international visibility, thus to be a true business card
not only of the National Institute for Economic Research but also of the entire scientific community
in the Republic of Moldova.

Editor-in-chief of the journal ,,Economy and Sociology”
Alexandru STRATAN,

Correspondent Member of ASM, PhD, Professor,
Director NIER
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SME SUPPORT POLICY IN THE REPUBLIC OF MOLDOVA
AND ASSESSMENT OF ITS IMPACT ON BUSINESS DEVELOPMENT
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National Institute for Economic Research, Republic of Moldova
Alexandru STRATAN?, Correspondent Member of ASM, PhD, professor,
National Institute for Economic Research, Republic of Moldova
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Establishment and legal development of small private businesses in the Republic of Moldova became
possible only since the 90s at the initial stage of market reforms. Despite the absence of a regulatory
framework for business development in this period, the rapid growth in the number of small enterprises has
been noted. Although the owners of newly established, privatized and reorganized small enterprises (SE)
were lacking in business knowledge, and public administration employees did not have a clear
understanding of the role of small and medium enterprises (SMEs)in the economy, however, already in
1992-1994 the basics of entrepreneurship development policy have been laid. Over the last years, state
policy aimed at supporting SMEs has been developed considerably in the Republic of Moldova, but the
business environment is not favorable enough.

The paper presents the multifaceted analysis of the state support policy of SMEs in the Republic of
Moldova and the assessment of its impact on the business from different perspectives — government,
international ratings and entrepreneurs. The results of the research revealed that, quite a large number of
entrepreneurs over the years pointed to deterioration in the business environment conditions; however, the
opinions of certain groups of entrepreneurs vary significantly. This means that the government's economic
policy does not consider enough the entrepreneurs’ opinion regarding the general business climate changes,
as well as the specific problems faced by different groups of entrepreneurs. The research methodology is
based on an analysis of statistical data; the legal framework and policy documents; the main international
rankings, as well as the results of surveys of different groups of Moldovan entrepreneurs — women, young
people, people with disabilities, which were implemented with the participation of the authors in the period
2016-2017.

Keywords: small, medium and micro enterprises (SMEs), SME support policy, policy assessment,
business development, barriers for entrepreneurs.

Infiintarea si dezvoltarea juridicd a micilor intreprinderi private din Republica Moldova a devenit posibild
inca din anii '90 la faza initiald de trecere la relatiile de piatd. In ciuda absentei unui cadru de reglementare
pentru dezvoltarea afacerilor in aceasta perioada, s-a observat cresterea rapida a numdarului de intreprinderi
mici. Desi proprietarii intreprinderilor mici nou infiintate, privatizate si reorganizate nu posedau cunostinte in
afaceri, iar angajatii administratiei publice nu aveau o intelegere clard a rolului IMM-urilor, cu toate acestea,
in perioada 1992-1994 au fost stabilite principiile politicii de dezvoltare a antreprenoriatului. /n ultimii ani,
politica statului care vizeaza sustinerea intreprinderilor mici si mijlocii s-a dezvoltat considerabil in Republica
Moldova, insa mediul de afaceri nu este inca suficient de favorabil.

Lucrarea prezinta analiza multilaterala a politicii de sustinere a IMM-urilor in Republica Moldova
si evaluarea impactului acesteia asupra afacerilor din diferite perspective — guvern, ratinguri internationale
si antreprenori. Rezultatele cercetarii au ardtat ca majoritatea intreprinzatorilor, de-a lungul anilor, au
indicat asupra deteriorarii conditiilor mediului de afaceri, desi opiniile anumitor grupuri de antreprenori
diferd semnificativ. Aceasta inseamnd ca politica economicd a guvernului nu ia suficient in considerare
opinia antreprenorilor privind schimbdarile generale ale climatului de afaceri, precum si problemele
specifice cu care se confruntd diferite grupuri de intreprinzdatori. Metodologia de cercetare se bazeazad
pe: o analiza a datelor statistice; cadrul juridic si documentele de politici; principalele rating-uri internationale,

1 © Elena ACULALI, eaculai@yandex.com
2 © Alexandru STRATAN, alex_stratan@yahoo.com
3 © Alexandra NOVAC, alecsandra_novac@yahoo.com
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precum si rezultatele chestionarii diferitor grupuri de intreprinzatori din R. Moldova — femei, tineri, persoane
cu dizabilitati, care au fost implementate cu participarea autorilor in perioada 2016-2017.

Cuvinte-cheie: intreprinderi mici, mijlocii si micro (IMM-uri), politici de sustinere pentru
IMM-uri, evaluarea politicilor, dezvoltare a afacerilor, bariere pentru antreprenori.

CmaHognenue u ne2aibHoe pazgumue Mauvblx 4acmuulx npeonpuamuti 6 Pecnybnuxe Monodosa
CMano 803MOUCHLIM Uty 8 90-e 2e. Ha HAYATLHOM dmane npogedeHUs pulHOYHbIX pedhopm. Hecmomps na
omcymcemeue HOpMaAmusHO-Npagosotl b6asvl Ol paszsumus OusHeca, @ 2Mom Nepuod Obll OmMeueH
Ovicmpolll  pocm  KOaudecmsed Manvix npeonpusmui. M xoms 'y 61adenvyes GHOBb CO30AHHUIX,
NPUBAMUSUPOBAHHBIX U PEOPSAHUZ0BAHHLIX MAILIX HPEONPUSMULL OMCYMCMBEOBANU 3HAHUS BE0eHUs.
busHeca, a y pabomHuKos 0peanos nyoauuHo20 YNpasieHus He ObLI0 YemKo20 NOHUMAHUS POIU MAlblX U
cpeonux npeonpusmuti (MCII), mem He menee, yoce 6 1992-19942. Obinu 3a100ceHbl OCHOBbL NOIUMUKU
passumusi npeonpurumamenvcmea. 3a npoweduiue 200vl 6 Pecnybonuxe Monodosa zocyoapcmeeHnnas
noaumuka, Hanpagnennas na noddepacky MCII, nonyuuna snauumenvroe pazgumue, 0OHAKO buznec-cpeoa
NO-NPEdNCHEMY OCIAEM sl HeOOCMAMOYHO OIA2ONPUSIMHOUL.

B cmamve npedcmasnen mrocoacnekmuulil aHanu3z 20cy0apcmeenHo noaumuxu noooepoicku MCIT
6 Pecnybnuxe Mondosa u oyenka ee 6030elicmausi Ha OU3HeC ¢ Pa3HblX MOUeK 3PeHuUsl — NPAsUmMenbLCmad,
MEJNCOYHAPOOHBIX pellmune08 U npeonpuHumamenei. Pesynbmamusl uUCcie006anus NOKA3AMU, HMO
00Ccmamo4Ho OobUIOe KOTUHECTHBO NPEONPUHUMAMmenel 3a NOCAeOHUe 200bl YKA3bI8Aem HA YXYOuleHUe
VCRo8ull 0e1080U Cpedbl, NpU MOM MHEHU ONPeOeleHHbIX 2pYnn NpeonpuHumMamenetl 3HAYUMeIbHO
paziuyaromes. Jmo o3Havaem, 4mo IKOHOMUYECKAS. NOIUMUKA NPAGUMETbCIEA He GNOJIHE YHUMbIEAem
MHeHUsl npeonpunumMamenetl, Kacaiowuecss oowe2o usmenenus OusHec-cpeovl, a MAK’Ce KOHKPEHHbIX
npobiem, ¢ KOMOpbIMU CMATKUBAIOMCS OmOeabHble 2epynnvl npeonpunumamenei. Memoodonozust
uccnedosanus 6a3upyemes Ha AHAIU3E CIMAMUCTIUYECKUX OAHHBIX, 3AKOHOOAMENbCmEa U OOKYMEHNO8
NOAUMUKY, OCHOBHBIX UHOUKAMOPO8 MENCOYHAPOOHBIX PelimUuHe08, d MaKdice Ha Pe3yibmamax Onpocos
PA3TUYHBIX 2PYRN MOAOAGCKUX NPEONPUHUMAMENel — HCEHUWUH, MOA00edHCU, TH00ell ¢ 02PaAHUYEeHHbLIMU
B03MONCHOCTIAMU, KOMOPblEe ObLIU PEanu306ansl Npu yHacmuu asmopos 6 nepuoo 2016-2017 ze.

Knwouesvie cnosa: manvie, cpeonue u muxponpeonpusmusi (MCII), norumurxa noodepaicku MCII,

OYEeHKA NOAUMUKYU, pazeumie OusHeca, Oapbepsbl npeonpurHumMameretl.

JEL Classification: 020, 029, P29, L26, L38.
UDC: 334.722 (478)

Introduction

The SMEs sector has formed and passed through a considerable development in the Republic of
Moldova during the period of market reforms, since 1991 and to date. Throughout this period the
government has been developing and implementing a policy of development of small, medium-sized and
micro enterprises (SMESs), to which various support measures were used, including the adoption of laws,
government policies and targeted programs, as well as the establishment of institutions whose activities are
directly aimed at the development of small private businesses.

Certain aspects of SME support policy in the Republic of Moldova were addressed in scientific
publications, research projects and reports of international organizations — OECD, World Bank, etc.

In most of cases, research is focused on the access of SMEs to finance, which in Moldova is largely
limited. For example, Bartlett et al. [2] noted that poor access to financial resources hinders the development
of SMEs and pointed on the main cause of this problem — underdeveloped banking system. At the same
time, the economic crisis of 2008-2009 exacerbated the problem of access to financing sources, as credit
resources declined not only in the region, but also on a global scale. V.Cerbusca [4] analyzing various
aspects of the SMEs financing in Moldova, also notes that the crediting of small business (along with the
use of money from family and friends), and obtaining credit resources for Moldovan SMEs is quite a difficult
problem. Kirchner and Giucci [7] mentioned that the insufficient SMEs access to finance in Moldova must
be analyzed and discussed from two points of view: not just from the perspective of the problem related to
the development of the banking sector, but also from the SMEs development perspective — concerning the
improvement of financing their activities.

Another significant problem of SMEs which is reflected in different researches is the high regulatory
and administrative burden in the Republic of Moldova. In particular, a survey conducted by the National
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Confederation of Employers of the Republic of Moldova has shown that in the list of the most problematic
factors for the development of enterprises in the Republic of Moldova there are the following: political
instability, a high fiscal burden, lack of adequately trained workforce, poor access to finance, corruption and
bribery [14].

Given the pro-European orientation of the country, the Government of the Republic of Moldova has
committed itself to take into account in the policy the requirements of the SBA for Europe, which fixes the
priority directions of the EU in supporting SMEs. As a result, once in every 2 years, the OECD assesses the
implementation of the principles set out in this document, noting the achieved progress and the most
important challenges. Thus, in the most recent report (2016), the main challenges were: (i) insufficient
attention to the practical implementation of strategies and initiatives, monitoring and evaluation of the
achieved results; (ii) shortcomings in the banking sector, which makes it difficult for SMEs to access
financial resources; (iii) limited assistance to SMEs aimed at increasing the competitiveness of Moldovan
goods in European markets through support for innovation, internationalization and greening [11].

Studies, in which a special attention is paid to the individual groups of entrepreneurs, mainly focus
on the group of women entrepreneurs, meaning the different roles of women and men in the labor market,
in the family and other spheres of life [13; 19].

According to the authors, although the public policy of entrepreneurship development in the country
is carried out around 25 years using a variety of methods and institutions, that were successful in other
countries, the state activity does not lead to the desired positive results. One of the reason of this is the fact
that the policy does not consider enough the entrepreneurs’ opinion regarding the general business climate
changes, as well as the specific problems faced by different groups of entrepreneurs.

The paper includes the following topics: (i) a brief analysis of the key indicators of the development
of SMEs in the Republic of Moldova; (ii) characterization of the SMEs support policy in the country,
including: the history of its formation, the basic elements of support and new directions; (iii) assessment of
the public business development policy by various institutions.

The basic methods of the research include: analysis of statistical data, reflecting the development of SMEs
in the Republic of Moldova; research of the legal framework and policy documents on the country's business
support; assessment of the main international rankings in which Republic of Moldova is present related to the
development of business. In order to identify the entrepreneurs’ opinion regarding the business environment
change, as well as the barriers faced by their businesses, were used the results of surveys of Moldavian
entrepreneurs that have been implemented with the active participation of the authors in the last years.

The main indicators of SMEs sector

The scale of the SMEs sector in the Republic of Moldova's economy is significant. In 2017 the
National Bureau of Statistics of Moldova (NBS) had records of 54.3 thousand economic agents, of which
the absolute majority (98.6% = 53.57 thousand economic agents) were SMEs.

The structure of the SMEs sector includes 3 groups of enterprises - micro, small and medium that
differ according to their size (number of employees, sales and assets of the enterprise). Micro-enterprises
prevail in the total number of SMEs (86.2%). Small enterprises make 11.3%, medium-sized enterprises —
2.5% of SMEs (Table 1).

Table 1
Main indicators of SMEs sector in 2017
. Including

Indicators Total SME Medium small Micro
Number of enterprises, unit. 53573 1328 6061 46184
% of Total 98.6 2.5 11.3 86.2
Average number of employees, persons | 323277 103460 112028 107789
% of Total 61.2 32.0 34.7 33.3

Source: Calculated by the authors on basis of the National Bureau of Statistics of the Republic of Moldova [10] -

The SMEs sector has been demonstrating a steady growth tendency during the whole period
of economic reforms since the beginning of 1990s. Like in previous years, in 2017, the positive tendency of
sustainable growth in the number of SMEs remained steady (53573 units in 2017, compared to 51626 units
in 2016) (Figure 1). The growth of companies throughout the years came primarily at the expense of micro
and small enterprises, which have a more limited capacity. During 2015-2017, the total number of SMEs
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registered within the statistical bodies marked a slight increasing trend, of 5.9%. In this period, within SMEs,
a more significant growth in the number of enterprises was produced in micro enterprises, up by 6.3%.
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Figure 1. Dynamics of the number of enterprises in 2015-2017, thousand units
Source: The National Bureau of Statistics of the Republic of Moldova [10].

An important indicator that allows evaluating the quantitative and qualitative elements of the SMEs
contribution in the economic development of the country is their share in GDP. This figure (Starting with
2007 till 2010 inclusively, and also in 2012 and 2016) has been characterized by a downward trend for many
years: just in 2011, 2013, 2014 and 2015 this indicator registered a growth (Figure 2).
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Figure 2. The share of SMEs in the GDP during 2006-2016, %
Source: The National Bureau of Statistics of the Republic of Moldova [9].

Characteristics of the SME support policy in the Republic of Moldova

Establishment of SME support policy in the Republic of Moldova. State policy for SMEs
development in the Republic of Moldova has already more than a 20-year history. In the early 90s at the
stage of market reforms, the regulatory framework for business development has not yet been formed, but
there was a very rapid increase in the number of SE in the country. The owners of the newly established,
reorganized and privatized SE, often doing business by necessity, having no other employment opportunities
and income, acquired business experience in the course of work, in the absence of the necessary knowledge
and often not having entrepreneurial skills. Employees of public administration authorities that had to regulate the
activities of small business still had not had a clear understanding of its significance and development of the concept.
However, already in 1994, the first law specifically aimed at supporting small businesses was adopted, the State
program to support entrepreneurship and small business for the period 1994-1997 was adopted and a financial
institution — the Fund for support of entrepreneurship and small business development was established.

Analysis of business support policies made in the following years (since the second half of the 90's), showed
that the changes concerned not individual accents, but the most significant characteristics of the system. As a result,
over the past 20 years, the policy of SMEs development in the Republic of Moldova underwent the following
important changes [1]:

No.2 /2018



ECONOMIE §1 SOCIOLOGIE / ECONOMY AND SOCIOLOGY 17

» In the 90s one of the main tasks of the state policy was to give impetus to the establishment of private
business and creation of a competitive environment. That is, in the first place, it was necessary to stimulate growth
of small private enterprises. At the present time, continuing to support the increase in the number of SMEs, the
government declares the care for development of potential and increasing competitiveness of enterprises in order to
ensure sustainable and qualitative growth of the national economy.

> In the early stages, the business development policy was directed towards the entire SME sector.
However, this sector is made up of a large number of different groups with different specific problems and needs to
be supported. At present, there is already some experience to identify the characteristics of individual SMEs groups,
in order to take account of their needs in the implementation of policy.

» In the first decade of the formation of SMEs, business support has been actually seen as a function of the
state, although in legal documents there was mentioned the possibility of cooperation with the business community.
However, business establishment involves greater cooperation and dialogue between SMEs and public authorities
that it is now gradually beginning to be realized.

» Since the early years of economic reform and until recently, the main role in the regulation and business
support was assigned to central public administration authorities. And until now, policy on SMEs is carried out
largely at the national rather than at the local level. However, it is understood that since the main contribution is
made by SMEs at the local level, their support should also be carried out not in the center but in the regions.

> In the 90s, the government declared the preferential use of direct economic business support methods
(tax credits, soft loans, etc.). In 2000-s, there is marked the shift towards the use of indirect methods of state support
aimed at improving the operation of business support institutions and generally improving the general conditions
for business development.

Currently, SMEs development policy includes the following major components:

> Legislation regulating the establishment and business development that is primarily focused directly
on SMEs.

» Documents, policy, in particular, public policies and targeted programs designed specifically to
support the SMESs sector.

» Institutions supporting SMEs.

The development of legislation regulating SMEs. The process of formation of the legislation that opened
the possibility to engage in private business activity started in Republic of Moldova during the period of USSR,
under the conditions of collapsing of the planned economy. Thus, even in 1986-1991, as a result of the adoption
of the Law "On individual labor activity", "On Cooperation in the USSR" and "On general principles of
business people in the USSR", active persons obtained legal rights for opening their small private business. At
the same time, the legal framework introduced the concept of "small enterprise", meaning that it needs special
measures of state support.

In 1992-2000, at the initial stage of market economy, basic legislation governing the development and
support of small business in the Republic of Moldova was established:

» In 1992, law "On Entrepreneurship and Enterprises” was adopted;

» After 2 years, the country's Parliament adopted the first Law "On the promotion and protection of
small business”;

In the early 2000s, the approach to the state regulation of the sector of small enterprises (SE) at the legislative
level has changed: from preferential support for individual SE groups to the establishment of common conditions
favorable for the business environment. After 2016 and up to the present time, SMEs development policy is
governed primarily by the law "On support of small and medium-sized enterprises"”, which focuses primarily on the
creation of the institutional framework and the development of the main instruments of SME support policies —
strategies and programs.

Although the legislation on entrepreneurship is already formed nowadays in the Republic of Moldova, it
continues to develop, in particular:

» The regulatory reform continues aimed at eliminating contradictory norms of the legislation.

» The requirements for assessing the influence of the regulatory impact on the business environment in the
development of any legislation are increasing.

» The European trends, in particular, the EC recommendations — the provisions of Small Business Act for
Europe and the requirements of RM-EU Association Agreement are taken into account in the Republic of Moldova.

Government strategies and programs designed for SMEs. The Republic of Moldova has accumulated years
of experience in making and implementing public strategies and programs to support SMEs. Since 1994, when the
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first government program focused on SE was adopted, similar policy documents were implemented almost the
entire period in the country at the national level.

Nowadays, the use of national strategies and programs in the Republic of Moldova is the main method of
state support for SMEs. National Strategy, which is being implemented at the national level today, Strategy for the
development of small and medium-sized enterprises 2012-2020 has continuity with the previous document, and
takes into account the real economic situation and the prospects for the development of SMEs. Within this
document, the Government implements the following priority areas: (i) the harmonization of legal and regulatory
framework to the needs of the SMEs sector; (ii) improvement of SMES' access to finance; (iii) development of
human capital through the promotion of entrepreneurship competencies and culture; (iv) improving the
competitiveness of SMEs and encouraging the spirit of innovation; (v) promoting the development of SMEs in the
regions; (vi) development of partnership in the field of entrepreneurship; (vii) development of women's
entrepreneurship; (viii) development of green economy for SMEs. An integral part of the Strategy is the Action
Plan for its implementation, which contains a specific list of measures for each priority area for the next 3 years.

Along with the Strategy for the development of small and medium-sized enterprises 2012-2020, Moldova
has implemented state programs focused on fairly narrow segment of business. The main target national programs
implemented in 2018 are the following:

» Program on Attracting Remittances into the Economy (PARE 1 + 1) is designed to attract investment
and remittances to rural development through the creation and development of SMEs. The program operates on the
basis of "1 + 1": every leu invested in business resulting from the funds earned abroad will be supplemented by 1
leu from the state (not more than 200 thousand lei). The target group of the program: migrant workers and recipients
of remittances - relatives of the first degree.

» Program ”Effective Management of Business” (GEA) provides for the organization of free courses on
basic training modules necessary for potential or new entrepreneurs — financial management, accounting, business
planning, human resources management and work legislation; VAT registration and enforcement of the legislation;
accounting by domains of application; marketing; international marketing; business planning; external economic
activity and customs relations.

These targeted programs include awareness, training and financial support to entrepreneurs components.
However, they are designed for a small number of individuals, so they are correctly assessed as a "point" support
for SMEs.

Institutional support for SMEs. Among the public institutions involved in the support of SMEs, it is
necessary first of all to mention the Ministry of Economy and Infrastructure, which aims to develop public policies
for SMEs. In particular, it justifies and prepares for the Government strategic directions of SMES support at the
national level; it monitors and evaluates their implementation. However, in the process of reorganizing the structure
of the Ministry, the Department of SME Support Policies was merged with 2 other departments. SMEs are currently
regulated by the employees of the Business environment regulation and SMEs Section, which is entrusted with a
wide range of functions that go beyond the SMEs policy.

From 2007, the Organization for SMEs Sector Development (ODIMM), a State Agency, under the Ministry
of Economy and Infrastructure is activating. The main objectives of its activity: implementation of the state policy
in relation to SMEsS, coordination of all types of financial assistance to SMEs and work with entrepreneurs.

ODIMM develops and implements targeted state programs. SMEs Support Fund is a part of the agency,
which currently provides credit guarantee services to SMEs. The Fund provides loan guarantees for start-ups and
already working SMEs, including those whose access to traditional financing sources is limited.

A number of state institutions are involved in the provision of certain services to business, sometimes on
concessional terms. Among these are: International Exhibition Centre "Moldexpo™; Organization for Investment
and Export Promotion (MIEPO); networked business incubators, providing support to start-up entrepreneurs,
working in the districts; Agency for Innovation and Technology Transfer (AITT) etc.

New directions and priorities for SMEs development policy in the Republic of Moldova. In recent years,
the Moldovan Government specifically harmonizes the SME support policy with the principles of the Small
Business Act for Europe, and starting with 2014, is guided by the Association Agreement between the European
Union and the European Atomic Energy Community and their Member States, of the one part, and the Republic of
Moldova, of the other part (RM-EU Association Agreement). Below there are presented some of the new directions
of the state policy for SMEs development in the Republic of Moldova.

Clusters. Improving the competitiveness of SMEs and increasing their contribution to economic and social
development cannot be achieved just by the efforts of state institutions, but it also involves businesses initiatives
through their cooperation and integration in all forms. One of the promising possibilities of SMEs growth potential
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is their co-operation in the form of clusters. The Government has developed and adopted in the summer of 2013 the
Concept of cluster development of the industrial sector of the Republic of Moldova. Currently, has been elaborated
aresearch project “The analysis of the potential of clusterization in the Republic of Moldova in the industrial sector”
allowing identifying in which sectors and regions of the country cluster initiatives could have a greater chance of
success.

The statistical analysis for the mapping process led to the identification at the regional level of several
industries that have a higher degree of specialization. Among them can be highlighted [7]:

» manufacture of beverages (in the Classification of Economic Activities of Moldova—C110) in the Central
region, the South region and in ATU Gagauzia;

» manufacture of wearing apparel, except fur (C141) in the North region, the South region, in ATU
Gagauzia;

> manufacture of wire and cable; manufacture of connection to them (C273) in the North region;

> manufacture of bakery and pastry (C107) in the Central region and in the South region;

» manufacture of other textiles (C139) in the Central region.

Women entrepreneurship. Research of the participation of Moldovan women in the economy, including
entrepreneurial activity, showed the existence of gender inequality. Although the women from the Republic of
Moldova have significant experience and have a good education, their entrepreneurial potential still remains largely
untapped. Women are owners and managers, to a greater extent, of small enterprises (by number of employees) and
enterprises and businesses in a developing stage. Support for women's entrepreneurship, until recently, was carried
out in the framework of employment and gender equality policies. But in 2016, adjustments were made in the
Strategy for the Development of the SMES sector in the period 2012-2020, in particular, a new priority had been
added — “The development of women's entrepreneurship in the Republic of Moldova", which provides for specific
measures supporting women's entrepreneurship.

"Green' economy. The low level of competitiveness of the Moldovan SMEs does not allow them to
actively promote their products on the European markets. Given the high share of agricultural production and
processing industry in the Moldovan economy, the competitive advantage for Moldovan producers could be
products related to "green” economy. A survey conducted by NIER (National Institute for Economic Research),
showed that even businessmen who are aware that the greening of business will provide them with a competitive
edge, face significant financial problems and difficulties of an administrative nature. In order to reduce the above-
mentioned barriers, "The development of green economy for SMEs" priority, which provides more precise
measures of support, was added in the 2016 in the Strategy for the Development of the SMESs sector in the period
2012-2020.

Evaluation of public policy by the Government, international rankings and Moldovan entrepreneurs

All major policy documents adopted by the Moldovan Government point on the need to improve conditions
for business development. In particular, measures aimed at creating a favorable business environment are provided
by the National Development Strategy “Moldova-2020", Government's action programs, the Roadmap for the
improvement of competitiveness, Strategy for the Development of the SMEs sector in the period 2012-2020 and
other national strategies and programs. Accordingly, the public administration reports and speeches of their leaders
are often marked by measures aimed at improving the business climate, which is accompanied by a positive
evaluation of activities by the Government. For example, at a meeting with the representatives — development
partners and business community, Prime Minister of the Republic of Moldova Pavel Filip presenting on 02/05/2018
the work of the government indicated that already several actions have been taken, including the reduction of the
number of institutions with control functions from 58 to 18, reduction of the number of permissive acts by about
60%, simplification of the reporting procedures [8].

Nevertheless, according to the results of international rankings and surveys of entrepreneurs, held with the
participation of the authors, the business environment in the country has not improved significantly.

Republic of Moldova’s position in international rankings. The research carried out in recent years by well-
known international institutions and rating agencies, first of all, World Bank (Doing Business) and World Economic
Forum (The Global Competitiveness Report) provide an opportunity to compare the business climate in a number
of countries, including Moldova. These ratings do not only present the trends in changes of the situation in a
particular country, but also demonstrate the rhythm of these changes in comparison with other countries.

Moldova in Doing business — 2018. In the World Bank rating — Doing Business 2018, Moldova remained
on the same position as the previous year. Thus, in the Doing Business 2018 ranking, Moldova ranks 44th out of
190 countries. Rating is based on 10 key indicators (Table 2).
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Table 2
Position and evolution of “Doing business” indicators for the Republic of Moldova

2017 2018 2017 2018

Position of the Republic of Moldova 44 44 .| 72,80 | 73,00 +0,20
1. Starting a business 44 23 +21 | 91,96 | 93,76 +1,80
2. Dealing with construction permits 165 165 .| 51,77 | 51,98 +0,21
3. Getting electricity 73 80 -7 | 74,60 | 74,65 +0,05
4. Registering property 21 20 +1| 8257 | 82,60 +0,03
5. Getting credit 32 42 -10 | 70,00 | 70,00 .
6. Protecting minority investors 42 33 +9 | 66,67 | 66,67 .
7. Paying taxes 31 32 -1 | 84,62 | 84,55 -0,07
8. Trading across borders 34 35 -1 92,32 | 92,32 .
9. Enforcing contracts 62 62 ..| 60,87 | 60,87 .
10. Resolving insolvency 60 65 5| 52,61| 52,56 -0,05
Number of countries 190 190

Source: The Doing business reports 2017, 2018 [17; 18].
Note: "+" indicates an improvement of the situation; "'-" shows a worsening;

The lowest positions in the ranking Moldova registered in the "obtaining building permits" indicator
(165th position), which did not change its position as compared to the previous year and "access to electricity"
(80th place), marking a worsening with 7 positions. The most significant worsening was marked by the "getting
credit" indicator (10 positions). However, some indicators have improved their position in the ranking.
Improvement of the position in the ranking was marked only by three indicators: the ,,business registration”
indicator (+21 positions), the indicator "protection of minority investors" (+9 positions) and the "property
registration™ (+1 position).

The report also uses the indicator ,,Distance to Frontier” score (DTF), which is based on a scale of
reference used from 0% (if the weakest performance is observed) and up to 100% (for compliance with the best
worldwide available procedures).

Moldova recorded a total score of 73.00 points for the DTF indicator in 2018, reflecting a slight
improvement of +0.20 points over the previous year.

Moldova in the Global Competitiveness Report. According to the Global Competitiveness Report
(2017-2018), Moldova has ranked 89th position of the 137 countries that participated in the study. In
comparison with the Report 2016-2017, Moldova’s ranking increased by 11 positions. Global
Competitiveness Index has 12 indicators — factors determining the level of competitiveness (Table 3).

Table 3

Position and evolution of the Reiublic of Moldova in the Global Comietitiveness Index
Global Competitiveness Index 100 89 1+11
Subindex A: Basic requirements
Institutions 128 119 1+9
Infrastructure 86 88 1-2
Macroeconomic environment 100 81 1+19
Health and primary education 95 97 1-2
Subindex B: Efficiency enhancers
Higher education and training 91 83 148
Goods market efficiency 107 97 1+10
Labor market efficiency 91 94 1-3
Financial market development 129 124 1+5
Tehnological readiness 58 53 T+5

No.2 /2018



ECONOMIE §1 SOCIOLOGIE / ECONOMY AND SOCIOLOGY 21

. Modification
Indicators 2016-2017 2017-2018 2017-2018/2016-2017
Market size 124 120 144

Subindex C: Innovation and
sophistication factors

Business sophistication 127 120 1+7
Innovation 133 128 T+5
Number of countries 138 137

Source: The Global Competitiveness Reports 2016-2017; 2017-2018 [15; 16].

Taking into account the different levels of countries development, the importance of these factors on
the level of competitiveness is not identical in all countries. Depending on the factors’ contribution to the
competitiveness, the Report identifies three stages of countries, namely: competitiveness determined by
factors (i) production, (ii) efficiency and (iii) innovation. In this standing, Moldova is at stage I, namely
competitiveness due to factors of production (unqualified or low qualified labor; predominant use of natural
resources). At the same time, maintaining competitiveness at this stage of development requires, first, a
well-functioning of public and private institutions (pillar 1). In this context, has to be noted the unfavorable
position of the country in these indicators. Institutions indicator gives an unfavorable position for several
areas of critical importance to business development: property rights (126th), judicial independence
(position 132nd), favoritism in decisions of government officials (123rd), the efficiency of legal framework
in settling disputes (126th).

It is important to underline that the improvement with 11 positions of our country in the ranking in
2017-2018 as compared to the previous year must be analyzed in the context of a considerable descent
(worsening of the situation) with 16 positions of the Republic of Moldova in the previous period: 2016-2017
compared to 2015-2016. Thus, if it is to compare how the position of the Republic of Moldova
in 2017-2018 has evolved compared to 2015-2016, then we notice a 5-point worsening.

In the Global Competitiveness Report 2017-2018, better places Moldova has obtained at the pillars:

» Technological readiness (53th place),

» Higher education and training (83rd place),

» Macroeconomic situation (81st place).

As in the previous years, in the period of 2017-2018, the lowest ranking positions, the Republic of
Moldova occupies at the following indicators:

» Innovations (128th place),

> Development of the financial market (124th place),

> Institutions (119th place),

» Business sophistication (120th place) and

» Market size (120th place).

In the period 2017-2018 compared to the previous period (2016-2017), the Republic of Moldova
registered positive changes on most of the pillars:

» Institutions (an improvement of 9 positions);

» Macroeconomic situation (an improvement of 19 positions) - this change being driven by the improved
position on Gross National Savings, % GDP (+13 positions); Inflation annual, % change (+20 positions); General
Government Debt, % GDP (+13 positions); Country Credit Rating 0-100) (Best) (+4 positions);

Higher education and training (an improvement of 8 positions);

The efficiency of the goods market (an improvement of 10 positions);
Development of the financial market (an improvement of 5 positions);
Technological readiness (an improvement of 5 positions);

Market size (+4 positions);

Business sophistication (+7 positions);

Innovations (+5 positions).

It should be noted, however, that against the background of worsening of the position in the ranking
of most of these pillars from the previous period (2016-2017 compared to 2015-2016), the improvements in
this year's ranking (2017-2018) are rather a "return™ of the positions of previous years (2015- 2016).

VVVYVYVVY
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In this period (2017-2018) negative changes compared to the previous period, marked 3 pillars:
Infrastructure (a descending of 2 positions), Health and Primary Education (a descending of 2 positions),
Labor Market Efficiency (a descending of 3 positions).

Evaluation of public policies by entrepreneurs. Since government policy support for SMEs is
designed to improve business conditions, then when evaluating the policies it is advisable to take into
account the opinion of entrepreneurs. The authors of this paper have participated in the organization of
surveys and interviews with Moldovan entrepreneurs in recent years. In particular, they set goals to identify
and analyze business problems:

» caused by access to resources

» defined by the impact of regulatory management and control bodies

> related to the business environment — in the broadest sense.

All questionnaires and guides for interviews were developed by the authors.

SMEs problems caused by access to resources. A significant part of barriers that entrepreneurs face
on a daily basis, are the problems associated with the resources, their presence / absence, quantitative and
gualitative characteristics, as well as easy access of SMEs to them.

Specifying the problems of Moldovan SMEs, due to the resources, the entrepreneurs, as a rule, put
on the first two places: access to financing and problems with staff.

Unmet SMEs need in financial resources consistently ranked first among business problems in all
polls conducted in the country since 1997. In different periods, the difficulty of access to sources of
financing was indicated by 70 to 95% of entrepreneurs (if the respondents had the opportunity to mark all
the problems). Specifying the reasons for difficult access to financial resources, entrepreneurs most often
noted a high percentage of the loan and the significant expense for its processing; the difficulty of obtaining
credit procedures; fear of credit default risk and lack of collateral, inadequate credit assessment.

The main mentioned reason is the high percentage of the loan and the liquid collateral requirement
due to the high risk of default. This, in turn, is connected not only with professional and business
qualification of personnel, but also to the instability of the economic and political situation. At the same
time, unrealized SMEs need in financial resources is largely due to lack of interest of commercial banks in
dealing with small clients.

The problem of lack of financial institutions focused on small businesses is exacerbated by a low
level of income of Moldovan citizens.

The second most important problem of the Moldovan SMEs is associated with the staff. The
importance of this problem has been increasing in recent years. The growth of the importance of staffing
problems reflects primarily the negative processes in the labor market of Moldova, demonstrating a decrease
of skilled workers.

According to entrepreneurs and experts, the complexity of the staffing is caused by the outflow of
skilled workers and professionals, and generally the most active people of the country, as in Moldova, they
cannot be offered jobs with appropriate working conditions and wages. Another reason that contributes to
the difficulty of recruiting can be the lack of infrastructure institutions operating in the labor market.
However, many Moldovan businesses, especially smaller ones, are mainly using informal sources for staff
search and recruitment (family, friends, and former colleagues) without addressing to the employment
centers and recruitment agencies. This greatly limits the ability of SMEs.

Lately, the staff problem, according to representatives of business, gets only worse. While in previous
years, entrepreneurs have complained in the first place of the lack of highly skilled workers (and it could be
already increased in the enterprise under the guidance of qualified colleagues), at the moment there is a lack
of workers in certain professions, especially qualified workers.

Separate groups of entrepreneurs in varying degrees encounter these barriers, and the specifics of
their problems should be taken into account in the SME support policies. Below are the results of the surveys
of individual groups of entrepreneurs who are underrepresented in business. In particular, we are talking
about entrepreneurs — women, young (graduates of vocational education) and persons with disabilities.
The research was carried out in 2016-2017 with the participation of authors in the framework of the
projects organized by ODIMM, CEDA and institutional project of National Institute for Economic Research
(NIER) [3; 5; 13].

Comparing the problems of access to resources of various groups of entrepreneurs, the following was
revealed (Table 4):
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Table 4
Types of resources, which significantly limits the business development*, %

Financial resources 83.3 100.0
Human resources 56.6 35.1
Equipment, technologies 53.5 18.9
Real estate 51.0 32.4
Information 46.1 57.1
Raw material, materials 38.5 32.4

* Respondents had the opportunity to give multiple answers.
Source: [5; 13].

» Entrepreneurs with disabilities are relatively more likely to need financial resources and information.
A higher need for finance can be explained by the very low level of involvement of persons with disabilities in
labor activity, especially business, and in general, their weak visibility in society, which can cause more mistrust
towards them by potential lenders / investors. Such a perception of persons with disabilities is common in the
society. The relatively higher need of entrepreneurs with disabilities in information is probably related to the
many barriers in their lives that physically restrict their access to state institutions;

» Women entrepreneurs relatively more often have referred to restrictions related to the human resources,
equipment / technology and real estate. The revealed differences can be explained by the fact that entrepreneurs
with disabilities are relatively more likely to own a smaller business and are engaged in services sector.

Assessing the impact on the business of regulatory influences of the state, female respondents
indicated the insignificant impact of the registration procedure of enterprises: only 7.3% of respondents
noted that the registration of a business, to a large extent, had a negative impact on the development of their
enterprises. At the same time, all 100% of interviewed entrepreneurs with disabilities pointed to the
significant complexity of the process of enterprises registration. It can be concluded that in this case it is not
the complexity of the business registration process itself, but, in general, the barriers in life and activities of
persons with disabilities that limit their access to state institutions (the absence of elevators, etc.).

Problems of SMEs development related to the business environment. The competitiveness of
companies significantly depends on external conditions, ie the business environment. Under the business
environment we mean a set of legal, economic, scientific, technological, natural-geographic, socio-cultural,
political and other conditions influencing the activity of entrepreneurs, but that are beyond their control.
Environment can stimulate or, conversely, discourage entrepreneurial activity, so it is important its monitoring
in the development of business policies.

The results of a study conducted by the World Bank in 2017 "The Cost of Regulating Entrepreneurial
Activity" showed that only about 20% of entrepreneurs believe that the business environment in the country
has improved; 23% — that the situation has worsened; 57% of respondents state that no changes occurred [12].

Separate groups of entrepreneurs differently assess the business environment and its change. When
assessing the changes in the business environment in 2016 and the first half of 2017, the most negative
perception of the business climate was noted by entrepreneurs with disabilities: 89.2% of respondents felt
that the business environment had deteriorated and only 2.7% — that it had improved [5]. Among women
entrepreneurs, the proportion of people who pointed to the deterioration of the business climate is much
lower, but almost half of respondents noted this — 47.7%, while 13.2% of respondents considered that the
conditions for business development improved [13]. These data are presented in Table 5.

Table 5
The opinion of entrepreneurs (women and persons with disabilities)
about the trends in the business environment, 2016-2017, % *

Improvement Worsening No changes
Women 13.1 47.7 39.2
Persons with disabilities 2.7 89.2 8.1

Source: [5; 13]. * % entrepreneurs that assessed the problem

No.2 /2018



24 Revista teoretico-stiintifica / Theoretical and scientifical journal

The given data mean that the policy of supporting small and medium-sized businesses in the Republic
of Moldova needs further improvement, including in strengthening the differentiated support of various
groups of entrepreneurs.

Main conclusions

> Nowadays, the state policy for SMEs development in the Republic of Moldova is implemented in many
areas and with a wide range of techniques — improvement of legislation, implementation of targeted programs
and development of institutions that support SMEs.

> Analysis of the SMEs public support system and its development in the Republic of Moldova has
revealed its advantages and disadvantages. The main pros and cons of modern SMEs development policy are
presented below:

Policy advantages:

- Alegal framework that regulates the basic aspects of entrepreneurship has been developed:;

- Anpolicy for SMEs, which is implemented through the adoption of national strategies, programs and
plans for their implementation has been adopted at the national level;

- The main objectives of the SMEs support policy are implemented within the framework of state
institutions, primarily in the Ministry of Economy and Infrastructure, local administration bodies
and ODIMM;

- Various methods and directions of SMEs development, that are effectively used in countries with a
market economy have been tested and implemented,;

- Measures are taken to improve public policy, so that it should be tangible at the enterprise level:
first of all, a number of regulatory procedures related to registration, licensing, accounting and
reporting, and business closure have been simplified; the number of controlling bodies has been
significantly reduced.

- Pro-European vector continues to develop, allowing Moldova to receive advice and financial
support from the EU, where SMEs are considered as one of the key factors for economic
development, as well as to participate in the Eastern Partnership program.

Policy weaknesses:

- Fiscal nature of most of the measures implemented in the process of regulation of entrepreneurial activity;

- A weak coordination of the activities of state institutions involved in the business regulation;

- Transfer of the state support for business priorities widely used in developed countries in completely
different conditions without sufficient regard for national specificities;

- Pre-emptive regulation of SMEs at the national level;

- The system of differentiated support for different groups of enterprises is poorly developed in the
SMEs policy;

- Existence of an unattractive image of the country as a poor, characterized by political and economic
instability, with a high corruption component, which is not conducive to attract investment in the
business, especially foreign investment;

- Proposed and implemented support measures are rarely discussed with entrepreneurs; the dialogue
that takes place, as a rule, is formal and not resultative.

When substantiating and developing the SMEs support policies the Ministry of Economy and
Infrastructure analyzes the situation in the SMEs sector, however many barriers continue to be extremely
important for the business. Furthermore, a relative majority of entrepreneurs over the years indicates
deterioration in the business environment conditions, herewith the opinions of certain groups of
entrepreneurs vary significantly. This means that the government's economic policy pays not enough
attention to the problems of different groups of the SMEs sector, leading a mismatch between policies and
the actual situation.
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UTILIZING INTELLECTUAL CAPITAL ON COMPANY PERFORMANCE
IMPROVEMENT (A CASE STUDY IN HOSPITALITY, RESTAURANT
AND TOURISM SUB SECTOR COMPANIES LISTED IN IDX)
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Nowadays, business condition could not rely only on physical assets, yet managing intellectual
capital as intangible asset is important to improve financial performance and win the market competition.
Due to that reason, this study aims to show the significant effect of the intellectual capital indicators, namely
HCE, SCE, RCE, and CEE on the financial performance of companies that are proxy by Net Profit Margin
(NPM) and Return on Equity (ROE). The observed subjects in this study are hospitality, restaurant and
tourism companies, with the observation period from 2010 until 2014. Secondary data from annual financial
statements of sample companies that are published in Indonesia Stock Exchange or company's official
website have been chosen as the research data, while the data collection has been done by the method of
literature and documentation. After applying the purposive judgement sampling, eleven eligible companies
have been selected as samples.

This study used descriptive statistics test, classic assumption test and the significance test with panel
data regression which were analyzed with the help of Eviews 8.0. The result showed that the indicators of
the intellectual capital have a significant influence on NPM and ROE simultaneously. NPM is affected by
the HCE and RCE, whereas both ROA and ROE were affected significantly by SCE and CEE.

Keyword: Intellectual capital, HCE, SCE, RCE, CEE, NPM, ROA, ROE.

In prezent, conditiile de afaceri nu s-ar putea baza doar pe activele fizice, insd gestionarea capitalului
intelectual ca activ necorporal este importanta pentru imbundtatirea performantei financiare §i cdstigarea
concurentei pe piatd. Din acest motiv, acest studiu isi propune sa demonstreze efectul semnificativ al
indicatorilor de capital intelectual, respectiv HCE, SCE, RCE si CEE asupra performantei financiare a
companiilor, reprezentate prin marja de profit net (NPM) si rentabilitatea capitalului propriu (ROE).
Obiectele observate in acest studiu sunt companii care isi desfasoara activitatea in domeniul activitatii
hoteliere, restaurantelor si turismului. Perioada de observatie cuprinde anii 2010-2014. In calitate de date
de cercetare au fost alese datele secundare din situatiile financiare anuale ale societatilor-esantioane,
publicate in Bursa de Valori din Indonezia sau pe site-ul oficial al companiei, in timp ce colectarea datelor
a fost realizata prin metoda literaturii si a documentatiei. Dupd aplicarea esantionarii rationale
intentionate, unsprezece companii eligibile au fost selectate ca obiecte de cercetare.

Acest studiu a folosit testul statistic descriptiv, testul de presupunere clasic si testul de semnificatie
cu regresia datelor din panou, care au fost analizate cu ajutorul Eviews 8.0. Rezultatul a aratat cd, in
acelagi timp, indicatorii capitalului intelectual au o influenta semnificativa asupra NPM si ROE. NPM este
afectat de HCE si RCE, in timp ce ROA si ROE au fost afectate semnificativ de SCE si CEE.

Cuvinte-cheie: capital intelectual, HCE, SCE, RCE, CEE, NPM, ROA, ROE.

B nacmoswee 8pemsa, Ousnec Moodicem He MOILKO ONUPAMbCA HA uudecKue aKmugvl, HO U
VApABAmMb  UHMELIeKMYATbHbIM  KANUMAIOM, NOCKOAbKY HEeMAMmMepUuaibHble aKmugbl 6adCHul OJis
VAyUueHUs e20 PUHAHCOBLIX noKazamenell U polHOYHOU KOHKYpeHmocnocobnocmu. [annoe uccreoosanue
HAanpaeieno Ha mo, 4moodvl NOKA3aMmbs GIUAHUE SHAYUMOCIU NOKA3amenell UHMeIeKMyaibH020 Kanumand,
a umenno HCE, SCE, RCE u CEE na ¢unancosvie nokasamenu xomnauuii, komopbvie npeocmasieHbl

1 © Ismi ALAWIYAH, alawiyahismi.a@gmail.com
2 © Emmy INDRAYANI, emmy@staff.gunadarma.ac.id
3 © Euphrasia Suzy SUHENDRA, susys@staff.gunadarma.ac.id

No.2 /2018


mailto:emmy@staff.gunadarma.ac.id
mailto:susys@staff.gunadarma.ac.id

28 Revista teoretico-stiintifica / Theoretical and scientifical journal

nocpeocmeom uucmotl npubviiu (NPM) u penmabensrnocmu cob6emeennozo kanumana (ROE). Obvexmamu
O0aHHO20 UCCTIeO08AHUSL AGTSIOMCA KOMUAHUY, OMHOCAWUECS K PECTNOPAHHOMY OU3HeCy, mypUcmu4ecko u
eocmunuyHou OesimenvHocmu. Ananuzupyemolii nepuoo: 2010-2014 ce. Bviiu omobpanvi emopuunbie
Oanuble U3 200080U QUHAHCOBOU OMUEMHOCHU GbIOOPOUHBIX KOMNAHUL, KOMOpble ONYyOIUKO8AHbL HA
Hnoonesuiickoui pondosoti bupoice, a maxoice OanHvle pasmeujernvle Ha 0QuUYUATILHOM catime KOMIAHUIL.
Coop Oannbix OCYWecCmenaics Ha OCHO8e aHAau3a aumepamypul u 0okymenmayuu. Ilocrne npumerenus
YeneHanpaeneHHol NpoOHOU 6blOOPKU, 6 Kauecmee O00beKMO8 UCCIe008anus Obliu 0mooOpaHvl
O0OUHHAOYAMb KOMUAHUIL.

B uccneoosanuu ucnonvzosancs mecm OnUCAmMENvbHOU CMAMUCIUKY, KIACCUYECKUU mecm
00ONyCmMuMOCmu U mecm 3HAYUMOCMU 0151 00PadbOMKYU OAHHBIX NAHETLHOU GLIOOPKU pespeccull, KOmopas
ObLIa NPOAHARU3UPOBAHA No umozam obpadomku ¢ nomowbio EViews 8.0. INonyuennvie pesyiomamot
0eMOHCIMPUPYIOM, YMO NOKA3AMeNU UHMELIeKMYAIbHO20 KANUMAaia OO0HOBPEMEHHO OKA3bl6aAiom
snayumenvroe erusanue ha NPM u ROE. NPM naxooumcs noo enuanuem HCE u RCE, mozoa xax ROA u
ROE noo scywecmesennvim erusnuem SCE u CEE.

Knroueeswie cnosa: unmennexkmyanvnoitl kanumai, HCE, SCE, RCE, CEE, NPM, ROA, ROE.

JEL Classification: L24, L29, L89.
UDC: 005.336.4:338.487

Introduction

Towards the end of 2015, all the countries which are members of ASEAN, had prepared to face
ASEAN Economic Community (AEC). Through AEC, the entire resource of goods, services, labor and a
source of investment funds will be integrated in the ASEAN free market. That’s why AEC offers a big
chance for anyone in every ASEAN countries who is ready to compete and develope their business. This is
really a golden opportunity for Indonesian companies to enlarge the business and prove their power and
existance in ASEAN.

Indonesia has to be brave, ready and confident in order to maximize business sector that according to
predictions, will be successful through AEC, mainly in terms of service, logistic, health and tourism sectors.
Therefore, we have to manage th four sector by ourselves, because both our natural and human resources
are considered to be sufficient to meet the needs of that four sectors.

As sectors that are expected to grow when the MEA takes place, sub-sectors of the hospitality,
restaurant and tourism must be able to present financial statements that interpret the company's performance
in order to improve competitiveness. Companies can use the analysis of financial performance as a
benchmark of productivity, for example the profitability ratio.

High profitability level which is shown through the financial statements means the company has to
implement policies effectively and efficiently and also create high profits on their assets. The higher the
profitability level of the company is, its chance to expand and prove the competitiveness of enterprises is
growing. If the company can convey that information, then the sub-sectors such as hospitality, restaurant
and tourism will get power to attract foreign investors during AEC.

Services sector that sell expertise and treatment must implement knowledge management to operate,
S0 it can increase the value added and create a multiplier effect on any investment by the company, such as
employee training costs. In addition, as a part of the service sector, sub-sector of the hospitality, restaurant
and tourism also have a lot of intangible assets compared to other business sectors.

Intangible assets factors become increasingly important related of the Resource-Based Theory, which
states that the company will excel in the competition and get a better financial performance than others by
having important and strategic asset either tangible or intangible, subsequently control and their efficient
use. This further supports the assessment of intangible assets which are generally attached to the company.

Management of intellectual capital should be done as efficiently as possible. Therefore, there are
several ways to measure performance efficiency of intellectual capital within the company, in both,
monetary and non-monetary ways.

This study attempted to measure the effect of intellectual capital in monetary values, by analyzing
intellectual capital efficiency that is proxy by M-VAIC on the financial performance of hospitality,
restaurant and tourism sub sectors. This study will use M-VAIC, which is one of the alternative methods
of measuring intellectual capital which had been used in the research of Ulum. M-VAIC is basically
similar with the calculation of VAIC™ method, which has been introduced by Pulic. The M-VAIC
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components are composed of the company's resources, namely physical capital through Capital Employed
Efficiency (CEE), human capital through Human Capital Efficiency (HCE), and structural capital through
Structural Capital Efficiency (SCE), plus indicators of relational capital through Relational
Capital Efficiency (RCE) [15].

Theoretical review

1. Intangible Asset

According to 1AS 38, Intangible assets are defined as hon-monetary asset without physical substance
[8]. At paragraph eight of PSAK 19, there is stated that the intangible asset is an identifiable non-monetary
asset without physical form. PSAK 19 also explains that there are three fundamental characteristics of
intangible assets, namely identifiable, control, and future economic benefit [3].

2. Intellectual Capital

The simplest form of intellectual capital can be expressed as the value of knowledge within an
organization or business knowledge that is listed in the form of intangible assets, employee knowledge,
skills, and experience in the business [9].

Intellectual capital is defined as capital based on science that can create value for the company in
achieving and maintaining a competitive advantage of a company [22].

The intellectual capital is a combination of the labour quality with structural capital, that are corporate
structure, systems, work culture, technology, professional expertise, customer relationships, experience, and
age of the organization [11].

Intellectual capital measurement of monetary value. Here are six popular methods to measure
intellectual capital of monetary value [19]:

. The EVA and MVA Model by Bontis et al. (1999)

The Market-to-Book Value Model

Tobin's g Method by Luthy (1998)

. Pulic's VAIC ™ Model by Ante Pulic (1998, 2000)

Calculated Intangible Value by Dzinkowski (2000)

The Knowledge Capital Earnings Model by Lev and Feng (2001)
Value added Intellectual Coefficient (VAIC™)

The VAIC™ js the most promising instrument for measuring performance of company's intellectual
capital in the 90s. This approach is relatively easy and it is possible to do because it was built by financial
statement accounts, such as accounts in balance sheet and income statement. VAIC™ based on figures
derived from market and it is objective to be counted, either numeric outputs, inputs, value added, physical
assets, and intellectual potential. This makes intellectual capital can be calculated appropriately and can be
the basis of a new measurement system because it is easy to follow [15].

The measurement with VAIC™ method uses company's financial statement data in calculating the
coefficient of efficiency of three capital types that are Human Capital (HC), Structural Capital (SC) and
Capital Employed (CE). Although using accounting data, measuring process only focus on resource
efficiency to create value for the company, not on costs [14].

4. Modified Value added Intellectual Coefficient (M-VAIC)

The use of VAIC™ has managed to overcome some problems that are related to intellectual capital
ability to obtain data on financial statements, but does not rule out the possibility that there are some aspects
that still have not been revealed in the analysis of intellectual capital impact [21].

Although the measurement of intellectual capital M-VAIC method in Indonesia is the first held by
him, adding Relational Capital Efficiency (RCE) as the third component in the VAIC™ method believed to
further increase the strength of this method in measuring and predicting performance of intellectual capital.
M-VAIC can also be applied in many sectors, not only banks [20].

M-VAIC method assessed complements VAIC™ and proven methods may be used to measure the
efficiency of intellectual capital by adding customer / relational capital as a new component in it. In terms
of the VAIC™ development, this method is relatively easy and very possible to implement, due to is the
fact that it is constructed with accounting data. Data for measurement model of M-VAIC can be obtained
either directly or indirectly from financial statements.

WmMmmooOwpP
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Here are some explanations of the four M-VAIC indicators:

A. Human Capital Efficiency (HCE):

HCE value is obtained by dividing value added to value of human capital. HCE shows how much
value added can be generated by the funds that are spent on labour. HCE value measures amounts of money
that are generated by each of the human capital that is invested. It can also be the success of HC in value
creation indicator.

B. Structural Capital Efficiency (SCE):

Structural capital is not an independent criterion as employed capital and human capital in the process
of value creation. Value of structural capital is the result of reducing value added by structural capital value.

Structural Capital Efficiency is obtained by dividing the value of structural capital with the value
added. SCE shows the contribution of structural capital in value creation. SCE value measures the amount
of structural capital required to produce the rupiah value added and is an indicator for structural capital's
success in value creation.

C. Relational Capital Efficiency (RCE):

RCE value is obtained by dividing the value of relational capital on value added. RCE illustrates the
efficiency of investment in relational aspects. This ratio measures the number of relational capital required
to produce one rupiah of value added and is an indicator of relational capital's success in value creation.

D. Capital Efficiency (CEE):

This indicator is an indicators for the value added created by one unit of physical capital, not the
intangible assets such as other indicators. CEE value is obtained by dividing value added to the value of
capital employed. CEE measures the amounts of money that is generated by each of the physical capital
invested and is an indicator of physical capital's success in value creation.

5. Resource — based Theory

Intellectual Capital is one of the company's assets that is considered capable to increase company's
value added when it is processed and utilized efficiently. This is in accordance with the opinion of Resouced
— based Theory, according to which a company which owns and manages certain qualitative resources will
be able to compete and win the market. It shows that intellectual capital as an asset is very unique and
different for each company.

The Father of Modern Resources — based Theory stated that the competitive advantage of each
company is different due to heterogeneity of companies. Resources — based Theory also explained a real
and comprehensive framework that the company can get more value than other companies when it has VIRN
(Valuable, Rare, imperfectly imitable, Non-constitutable) assets [1].

Resource — based Theory becomes an explanation about the efficiency of a sustainable company
performance [2]. Resource — based theory is a very appropriate source of theories to explain the research on
intellectual capital monetarily. This theory suggests that the company is able to direct a good and long-term
performance plan if it has the key resources to improve the quality and make the company be a superior of
the competition [20].

6. Stakeholder Theory

Besides Resource — based Theory, assessment of intellectual capital in monetary terms can be
associated with the stakeholder theory. This theory considers that the stakeholders are one of the most
important in the company. Stakeholder Theory explains that every policy in company that is material should
be reported and made by considering the stakeholders condition.

Concept of stakeholder approach is a fundamental reference for the development of Stakeholder
Theory. With the approach of stakeholder concept, hopefully the company will be more sensitive to business
environment and can meet the demands expected by environment, namely stakeholders [7].

Stakeholder Theory is the literature basis on the changing habits of narrow viewpoint that business is
only a tool in maximizing profits for capital's owner. Furthermore, the Stakeholder Theory has evolved to
address the problem in understanding and managing business in the world of 21st century, both the problem
of value creation and trade [7].

7. Knowledge — based Business

In the midst of this globalization era, companies generally use a Knowledge — based Business as a
business operations basis. The base of business is no longer limited to physical capital, but also to
knowledge-based capitals in order to increase the value added of company.

The father of Knowledge — based Business argued that companies with knowledge basis should have
a leader who provides a solution, employees who work with high ethic, and company's owner that dared to
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sacrifice short-term profits for the sake of a better value added in the long run. Knowledge — based Business
also must have a wise and open-minded leader as well as employees who are creative and not afraid to fail.
Companies that apply Knowledge — based Business will become superior competitors without a dictator
commands, cumbersome bureaucracy, and various structures also hinder the enterprise system [10].

8. Analysis of Financial Performance

To determine the financial performance of a company, we can also carry out the analysis of financial
statements which are published by the company. Through this analysis, we can understand the company's
financial condition, the company's ability to generate profits, the company's ability to pay debts, and
many more.

The analysis of financial ratios is classified into five types [12], namely:

A. Profitability Ratio

This ratio describes the company's ability to relatively generate profits. Relative in this definition is
meaning that profit is not only measured by its amount, because sometimes a great profit is not showing
actual profitability. Profitability benchmarks are revenue, funding and capital.

B. Liquidity Ratio

This ratio aims to determine the company's ability to pay short-term liabilities.

C. Activity Ratio

This ratio describes the company's performance in managing inventory and receivable accounts.

D. Ratios Efficiency and Effectiveness of Data Usage and Costs

Another name of this ratio is the ratio of costs on sales revenue. This ratio can show the efficiency
and cost effectiveness of the use of funds.

E. Solvency Ratio

This ratio is intended to reflect the company's ability in paying long-term liabilities.

Profitability ratio was compiled by this ratios below [13]:

A. Net Profit Margin (NPM)

NPM = Net profit / Sales

Increasing of NPM value indicates that the company is capable to generate net profit higher than its
sales activity.

B. Return on Asset (ROA)

ROA = Net profit / Total Assets

ROA measures the company's ability in generating net income derived from investment activities.

C. Return on Equity (ROE)

ROE = Net profit / Total Equities

ROE is used to measure the success of company in generating profits for shareholders, so that ROE
is considered as a representation of the shareholder or the company's value.

9. Perceptions

From these studies, the first hypothesis in this research can be formulated and it is the following:

1. Relationship of each independent variable partially on NPM

Hoa: Variable of Human Capital Efficiency (HCE), Structural Capital Efficiency (SCE), Relational
Capital Efficiency (RCE), and Capital Employed Efficiency (CEE) simultaneously do not affect the NPM.

Hia: Variable of Human Capital Efficiency (HCE), Structural Capital Efficiency (SCE), Relational
Capital Efficiency (RCE), and Capital Employed Efficiency (CEE) simultaneously affect the NPM.

Hoo: Variable of Human Capital Efficiency (HCE) partially has no effect on NPM.

Hip: Variable of Human Capital Efficiency (HCE) partially affects NPM.

Hoc: Variable of Structural Capital Efficiency (HCE) partially has no effect on NPM.

Hic: Variable of Structural Capital Efficiency (HCE) partially affects NPM.

Hoq: Variable of Relational Capital Efficiency (HCE) partially has no effect on NPM.

Hiq: Variable of Relational Capital Efficiency (HCE) partially affects NPM.

Hoe: Variable of Capital Employed Efficiency (HCE) partially has no effect on NPM.

Hie: Variable of Capital Employed Efficiency (HCE) partially affects NPM.

2. Relationship of each independent variable partially on ROA

Hoa: Variable of Human Capital Efficiency (HCE), Structural Capital Efficiency (SCE), Relational
Capital Efficiency (RCE), and Capital Employed Efficiency (CEE) simultaneously do not affect the ROA.
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Hia: Variable of Human Capital Efficiency (HCE), Structural Capital Efficiency (SCE), Relational
Capital Efficiency (RCE), and Capital Employed Efficiency (CEE) simultaneously affect the ROA.

Hon: Variable of Human Capital Efficiency (HCE) partially has no effect on ROA.

Hip: Variable of Human Capital Efficiency (HCE) partially affects ROA.

Hoc: Variable of Structural Capital Efficiency (HCE) partially has no effect on ROA.

Hic: Variable of Structural Capital Efficiency (HCE) partially affects ROA.

Hoq: Variable of Relational Capital Efficiency (HCE) partially has no effect on ROA.

Hiq: Variable of Relational Capital Efficiency (HCE) partially affects ROA.

Hoe: Variable of Capital Employed Efficiency (HCE) partially has no effect on ROA.

Hie: Variable of Capital Employed Efficiency (HCE) partially affects ROA.

3. Relationship of each independent variable partially on ROE

Hoa: Variable of Human Capital Efficiency (HCE), Structural Capital Efficiency (SCE), Relational
Capital Efficiency (RCE), and Capital Employed Efficiency (CEE) simultaneously do not affect the ROE.

Hia: Variable of Human Capital Efficiency (HCE), Structural Capital Efficiency (SCE), Relational
Capital Efficiency (RCE), and Capital Employed Efficiency (CEE) simultaneously affect the ROE.

Hoo: Variable of Human Capital Efficiency (HCE) partially has no effect on ROE.

Hip: Variable of Human Capital Efficiency (HCE) partially affects ROE.

Hoc: Variable of Structural Capital Efficiency (HCE) partially has no effect on ROE.

Hic: Variable of Structural Capital Efficiency (HCE) partially affects ROE.

Hoq: Variabl of Relational Capital Efficiency (HCE) partially has no effect on ROE.

Hiq: Variable of Relational Capital Efficiency (HCE) partially affects ROE.

Hoe: Variable of Capital Employed Efficiency (HCE) partially has no effect on ROE.

Hie: Variable of Capital Employed Efficiency (HCE) partially affects ROE.

Research method

This study is classified as a quantitative descriptive research that represents a research to help
researchers in revealing influence degree between variables. This study makes the hospitality, restaurants
and tourism subsector that are listed in Indonesia Stock Exchange (IDX) as an object under study. In this
study, processed data is a secondary data from Financial statements of the hospitality, restaurants and
tourism subsectors in Indonesia that are already opened for public. These data between 2010 — 2014 has
been chosen for analysis. Data were obtained from Indonesia Stock Exchange website and the company's
official website.

Sample determination that will be examined in this study is done by purposive judgment sampling
method with six qualifications. One of qualification in purposive sampling in this study is previous research
[17], which describes that a company with a negative value added means the company has no more value
for stakeholders, so it is contrary to VAIC™ theory that aimed to determine value added in the company;
therefore, it should be eliminated. Based on that purposive sampling, there are only eleven of 21 companies
in the subsector of hospitality, restaurants and tourism which are worthy of being part of the study samples.

This study aimed to analyze the influence of intellectual capital efficiency on financial performance
with M-VAIC method. M-VAIC is a modified monetary measurement from VAIC™ method, which has
been popularized by Pulic [15]. Here are the M-VAIC indicators which are used as independent variables
in this study:

HCE = va
- - - - HC - - - -

VA = output — input = operating profit + employee cost + depreciation + amortization

SC
A. SCE = —

VA
SC=VA-HC
B. RCE=2%

VA
RC = marketing cost
C. CEE=Z

CE

In this study, there are three dependent variables as a proxy of the company's financial performance,
namely:

A NPM = Net Profit

Sales
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Net Profit
B. ROA=——
Total Assle:ats
Net Profit
C. ROE =

" Total Equities

Processing panel data regression was performed using the Eviews 8.0 software. In this study,
unvaried panel data regression analysis is performed three times. Each dependent variable will have a
model of its own equation.

Results

There are three alternative method approaches to process panel data regression, namely Common-
Constant Method (OLS Method), Fixed Effect Method (FEM), and Random Effects Method (REM). To
determine the most appropriate method to be used in regression, every model has to be tested first.

1. Chow Test

Chow test aims to identify and choose the most appropriate method between fixed effects method or
pooled least square method.

In this section, NPM, ROA, ROE models have been tested, while NPM fits to Fixed Effect Method,
ROA fits to Fixed Effect Model, and ROE fits to Fixed Effect Model.

2. Haussman Test

Hausman test aimed to make a comparison between Fixed Effects Method and Random Effects
Method. This testing is a continuation step of Chow test results that have a probability value Cross-section
F <0.05.

In this section, NPM, ROA, ROE models were tested and NPM fits to Fixed Effect Method, ROA fits
to Fixed Effect Model, while ROE fits to Fixed Effect Model. But, special for ROE, after the normality test
was done, the data are not normal, so it indicates that the model is not perfectly suitable and changes should
be made to the OLS method, then it was changed into it.

3. Lagrange Multiplier (LM) Test

LM Test aimed to compare random effects method with pooled least square method. This testing is a
continuation step of Chow test results that have a probability value Cross-section F > 0.05.

In a panel data regression, three violations of the assumptions are very likely to occur. Three
violations of the assumptions made up of heterocedasticity, auto-correlation, and multicollinearity.

Normality test is done to ensure that the research data is distributed normally. One of normality test
is the test of Jarque — Berra that is an asymptosis test or large sample based on the residue. Jarque Bera test
result will show that data distributed normally if the value of chi — square statistic < chi — square table or a
probability value Jarque Bera test results > 0.05. The result of normality test for NPM shows that the data
for this equation model is normally distributed, so being with ROA and ROE data.

Heteroscedasticity test is done to ensure that data are homogeneous and not violate the BLUE (Best
Linear Unbiased Estimated) assumption. One way of determining a model‘s heteroskedastisitas is by apply
the White test (residual test). If the probability value of residue test results or Prob (F-statistic) > 0,05, then
data is homogeneous. The White test results can be seen from value of Prob (F-statistic). The result of the
test shows that the research data is homogeneous for NPM, ROA and ROE equation model.

Autocorrelation test is done to ensure that there is no correlation between observations.
Autocorrelation test can be done by testing the value of Durbin — Watson of research model. In this study,
the Durbin-Watson value for NPM equation is 2.51. These results are at 4-du < 2.51 < 4-d, so there are no
autocorrelation conclusions in the NPM equation model and the research can be proceed. The DW score for
ROA is at dl < 1,615026 < du, so there are no autocorrelation conclusions in the ROA equation model and
the research can be proceed. The DW value of ROE equation model are at dl < 1.68 < du that means there
are no autocorrelation conclusions in the ROE equation model and the research can be proceed.

Multicollinearity test is done to ensure that there is no autocorrelation between variables in the
research model. A high multicollinearity in model makes research parameter become unreliable. The test
results of multicollinearity of NPM as the dependent variable in this study showed no autocorrelation
between HCE and SCE indicator with a value of 0.950666 relationship. HCE and SCE relationship likely
due to HC and SC is a variable that together makes up a value added so that the relationship between the
two variables is very high up approaching one. One of two mutually correlated variables (which has a lower
degree of correlation relationship) must be removed from the model to fulfil the assumption of multi-
collinearity. In this study, for NPM model, SCE variable is eliminated, while for ROA and ROE, HCE
variable is eliminated.
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Summary of Research Result

Table 1

Independent Hypotheses | Signification
Variable T-Test F-Test Result Result
Probability of T- o Qi Probability of 5%
(X) Test 5% Sig. F-Test Sig.
Simultaneous . .
(M-VAIC) 0,0000 < 0,05 Ho rejected Significant
HCE 0,0000 < 0,05 - - Ho rejected Significant
RCE 0,0088 < 0,05 - - Ho rejected Significant
CEE 0,2235 > 0,05 - - - Ho accepted Insignificant
Hypotheses | Signification
Independent T — Test F — Test Result Result
(X) Probability of T- Hypotheses | Probability of 5%
Test Result T-Test Sig.
Simultaneous . -
(M-VAIC) 0,0000 < 0,05 Ho rejected Significant
SCE 0,0036 < 0,05 - - Ho rejected Significant
RCE 0,1819 > 0,05 - - Ho accepted Insignificant
CEE 0,0000 < 0,05 - - Ho rejected Significant

. Hypotheses Signification
Variable T — Test F — Test Result Result
Probability 0 G Probability of 5%
X) of T-Test 5% Sig. T-Test Sig.
Simultaneous . N
(M-VAIC) 0,000 < 0,05 Ho rejected Significant
SCE 0,0283 < 0,05 - - Ho rejected Significant
RCE 0,4269 > 0,05 - - Ho accepted Insignificant
CEE 0,0000 < 0,05 - - Ho rejected Significant

Source: Summary from Eviews 8.0 output, 2016.

Based on Table 1 with a significance level of 5%, the test results simultaneously indicate:
1. Relationship of M-VAIC indicators against NPM
Simultaneously, M-VAIC indicators have a significant effect on NPM. Indicators of M-VAIC
simultaneously can explain NPM about 99% and the rest is influenced by other factors outside the model

testing.

Partially, HCE and RCE known to significantly affect the NPM, while the CEE does not significantly
affect the model with signification level of 5% on 55 samples tested.
2. Relationship of M-VAIC indicators against ROA

Simultaneously, M-VAIC indicators have a significant effect on ROA. Indicators of M-VAIC
simultaneously can explain ROA with about 93.6% and the rest is influenced by other factors outside the

model testing.

Partially, SCE and CEE known to significantly affect the ROA, while the RCE does not significantly
affect the model with signification level of 5% on 55 samples tested.
3. Relationship of M-VAIC indicators against ROE

Simultaneously, M-VAIC indicators have a significant effect on ROE. Indicators of M-VAIC
simultaneously can explain ROE with about 96.2% and the rest is influenced by other factors outside the

model testing.

Partially, SCE and CEE are known to significantly affect the ROE, while the RCE does not
significantly affect the model with signification level of 5% on 55 samples tested.

Discussion

The test of intellectual capital’s effect partially on NPM shows that only HCE and RCE directly affect
the NPM models. This means that CEE has not had a significant impact on NPM models tested on a sample
of eleven companies for five years. In other words, increase of CEE has no effect in improving NPM. If the
company wants to increase NPM, then the appropriate intellectual capital ratio that has to be enlarged is
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HCE or it should focus in managing HCE. The company can add investment in human capital and relational
capital to be utilized optimally and efficiently, in order to increase the value of NPM.

Partially, M-VAIC indicators that significantly influence the ROA are SCE and CEE, while RCE
does not have a significant effect on the model tested. This may be due to the limited sample size or the
observation period which is not long enough, but it doesn't mean that RCE will have a significant impact if
the period of observation is extended and study sample is enlarged. In this model, the addition of RCE has
no effect on the increase in ROA. Companies can increase the value of SCE and CEE if they pursue for a
higher ROA. Additional investments in structural capital and physical assets (capital employed)
accompanied by effective asset management can increase the ROA.

In tune with test results of ROA, only SCE and CEE are able to influence the improvement of ROE
significantly. Significance test results showed that the RCE does not have a significant effect on ROE in the
model tested. This means the addition of RCE has no effect in improving ROE. If the company is working
to increase ROE, it is more appropriate to increase value of SCE and RCE by adding structural investment
capital and physical assets (capital employed) efficiently.

The majority of results of significance testing of M-VAIC indicator against financial performance
which is proxied by NPM, ROA and ROE are in accordance with previous studies. CEE could affect ROA
and ROE significantly, also SCE could affect NPM, ROA, and ROE significantly [5]. CEE and SCE partially
significant effect on ROA and ROE [6]. SCE has a significant effect on ROE, which is also evident from
the results of previous research [23]. Both HCE and SCE partially could affects ROA and ROE significantly
according to previous research [16].

In addition to compatibility with previous studies, there was one previous study that is not suitable
with the present study, which stated that the RCE has a significant effect on ROA and ROE [4]. Results of
research conducted by the author show the opposite result, meaning that the RCE has not been able to
influence the ROA and ROE significantly. It can be caused by a limited number of samples, namely eleven
companies in a fairly short period of observation of only five years. It does not rule out the possibility that
RCE will have a significant impact when the sample is propagated by extend the study period or expand the
sector of observation.

There is also a contra result about CEE’s effect on NPM that previous result has proven that CEE
could affect NPM in a significant way, but this study hasn’t reached that condition. The same is with the
RCE condition, due to, perhaps, the limited number of samples. It may be significant if the study period is
extended or the sector of observation is expanded [5].

Results of this study have proven that intellectual capital either simultaneously, or partially can
significantly influence the company's financial performance which is proxied by NPM, ROA, and ROE.
Companies that have high-performance intellectual capital are able to generate better profitability and
efficiency. This is consistent with the grand theory that is used as the basis of research, namely the Resource-
based Theory and Stakeholder Theory.

The father of Resources — based Theory first defined that different assets of each company and the
ability of its management who will show the diversity of performance among companies, so it takes VIRN
(Valueable, Rare, imperfectly imitable, Non-constitutable) asset for win the market [1]. Related opinion
about Resource — based Theory also defined that an organization requires two main things, namely the
advantages of resources (intangible assets and tangible assets) and the ability to manage resources to be able
to compete in the business [18].

This research shows that companies with good intellectual capital efficiency as PNSE, PJAA, INPP
and PTSP could get a higher profitability ratio than other companies tested. The company that successfully
manages intellectual capital that is special and unique, efficiently uses it in proper operational activities, in
order to boost the company's profitability improvement. On the other hand, HOME and BAYU got the
lowest profitability. Both companies are also known to have a small value of intellectual capital efficiency.
This proves Resource — based Theory that the company will be difficult to compete in the era of Knowledge
— based Business without optimizing the intellectual assets owned.

This study is also in accordance with Stakeholder Theory that every material decision made by
companies should consider the stakeholders condition and the result has to be reported to them, because
they deserve it. Companies must pay attention to stakeholders in the preparation of strategic management.
Not only that, companies that have committed to report their activities to stakeholders are largely aimed at
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maintaining the balance and sustainability in the creation of value for all stakeholders, ie shareholders,
employees, government and society.

Stakeholder theory is a reference that can help companies to be more sensitive and caring to the
stakeholders, so that the company can see the required demand and improve quality in business competition
and company is not limited to the pursuit of profit targets by this theory [7]. Furthermore, the stakeholder
theory is capable of explaining the relationship between the companies, stakeholders and profits. The greater
transparency for stakeholders is, in terms of demand and performance of reporting, they tend to react more
positively to the company. At the same time, companies need a good image in the eyes of stakeholders as
an effort to improve performance and profit.

Through stakeholder theory, the company is required to be more open and consider the interests of
stakeholders in making business decisions. Companies should no longer ignore the stakeholders in the
modern business era, as their concern, either directly, or indirectly affects stakeholders. If the local
community and government feel aggrieved, they will react negatively to the company. Consumers and
suppliers are also entitled to get good performance report, so that they know the company well and are loyal
to the company. Investors areone of the most important stakeholders in terms of funding, so that the
company must consider their situation in any business decision.

Management of intellectual capital that is well proven can significantly increase the profitability of
company. This shows that the company has taken the appropriate business policies without ignoring interests
of stakeholders. Good condition of profitability as a result of intellectual capital utilization also showed
maturity and readiness of the company in the face of competition in the era of Knowledge based - Business,
so that stakeholders can feel confident about the performance of the company.

Through this research, it also known that the most dominant asset that can impact to profitability
ratios are structural capital and capital employed (physical assets). From all three dependent variables tested,
the most suitable equation belongs to NPM with the highest value of Goodness of Fit amounted 99%. In this
study, NPM equation becomes the most appropriate equation.

The test results simultaneously and partially on the whole company of the samples showed that
companies in the sub-sectors of hospitality, restaurant and tourism have been managing intellectual capital
owned efficiently and engaged their efforts in improving the company's financial performance. In the other
words, companies fromn sub-sectors of hospitality, restaurant and tourism have run knowledge-based
business in the modern era. It's just that there are still companies that have not managed in an optimum way
the intellectual capital, so the maximum profitability is not yet achieved. With this result, the expected sub-
sectors of hospitality, restaurant and tourism can continue to be consistent and evolve with maximizing
intellectual capital in the ASEAN Economic Community (AEC), which began in the end of 2015.

Conclusion, limitation and recommendation

Result of this study represent a correlation with significant effect from intellectual capital efficiency
(M-VAIC) to financial performance (profitability ratio) in companies from the sub-sector of hospitality,
restaurants and tourism. It shows that M-VAIC could affect NPM simultaneously with 99%, affects ROA
simultaneously with 93.6%, and affects ROE simultaneously with 96.2%.

Other conclusions of this research are that the effects of M-VAIC on profitability ratios are partial.
For NPM correlations at 5% significance level, HCE and RCE successfully affect the NPM partially, while
CEE is not yet capable to affect NPM significantly. With 5% of significance level, SCE and CEE
successfully affect the ROA partially, while RCE is not yet capable to affect ROA significantly. Similar
with ROA correlation, SCE and CEE successfully affect the ROE partially, while RCE is not yet capable to
affect ROE significantly.

Based on that result, we know that if companies from the sub-sector of hospitality, restaurants and
tourism are going to increase their profitability ratio to improve their performance, they should improve the
M-VAIC ratios as implementation of intellectual capital efficiency. For more specific, if they want to
increase their NPM, they have to push the HCE and RCE scores. When their focus is ROA, they can increase
the SCE and CEE scores. If they want to improve their ROE, they can increase the SCE and CEE scores.

There are several limitations of this research: 1. Data used is only for a five year period, 2. The study
was only done for the sub-sector of hospitality, restaurants and tourism, so these results are less generalizable
to cases from other sectors, 3. This study focuses only on the analysis of the value of intellectual capital in
monetary terms without assessing the influence of non-monetary values, such as the level of disclosure and
its impact for the company.
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Further, research is expected to complement the existing shortcomings in this research, as follows:

1. to include analysis of intellectual capital in non-monetary values as a comparison, 2. to add dependent
variable of other financial performance ratios, not only profitability ratios, 3. to apply much longer study
period to produce a better analysis, 4. to develop samples by enlarging the observed sector, so that the
obtained results can be generalized as a concept.
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STATE POLICIES FOR SUPPORTING THE ENTREPRENEURS
AS WOMEN AND YOUNG PEOPLE FROM SOCIAL-VULNERABLE GROUPS

Vadim MACARIY, PhD, Associate Researcher,
National Institute for Economic Research,
Republic of Moldova

Under the conditions of the business environment currently existing in the Republic of Moldova,
which, in certain aspects, requires essential improvements, the creation of conditions and opportunities for
all persons, who wish to start a business, for their successful work activities and entrepreneurship, remains
an imperious task. The need for special support from the state in order to initiate and develop a successful
business is most felt by the socially vulnerable categories of population. Therefore, the main purpose of this
article is to analyze relevant national policy documents for supporting women and young people, part of
the socially vulnerable category, as entrepreneurs. The information base of the investigation constituted,
mainly, the statistical data of the NBS and the consulted bibliographic sources. The main used research
methods were: studying the written and electronic sources on the subject; monograph; gquantitative and
gualitative methods; analysis and synthesis; statistics; table; dynamic strings. The most relevant results are
the following: a) characteristic of the national state policy of supporting women and young people as
entrepreneurs or self-employed; b) correct defining of the content and correlation of the main notions
established by the NBS, which are used in the research process; c) determining the evolution of the number,
structure (2012 and 2016) and dynamics (2016/2012) of young entrepreneurs according to their
professional status, levels of education and gender.

Keywords: SMEs, socially vulnerable persons, young entrepreneurs, young self-employed workers,
state support policies, NPEEY, development of female entrepreneurship in the Republic of Moldova.

In conditiile mediului de afaceri constituit actualmente in Republica Moldova, care, sub anumite
aspecte, necesita imbunatdtiri esentiale, crearea pentru toate persoanele, ce doresc sa-si initieze o afacere,
a conditiilor si oportunitatilor pentru desfasurarea cu succes de cdtre acestia a activitatilor de munca si
antreprenoriale, ramdne a fi o sarcina imperioasa. Nevoia de un sprijin special din partea statului pentru
a inifia §i desfasura o afacere reusita este resimtita cel mai mult de catre categoriile social-vulnerabile
ale populatiei. De aceea, scopul principal al prezentului articol este analiza unor documente relevante
de politici de stat nationale in vederea sustinerii femeilor si tinerilor, din categoria persoanelor
social-vulnerabile, in calitate de antreprenori. Baza informativa a investigatiei a constituit-0,CU
preponderentd, datele statistice respective ale BNS si sursele bibliografice consultate. Metodele principale
de cercetare utilizate au fost: studierea surselor scrise si electronice la temd; monograficd, cantitativa §i
calitativa, analiza si sinteza; statistica; tabelara, sirurile dinamice. Cele mai relevante rezultate obtinute
sunt: a) caracteristica politicii de stat nationale de sustinere a femeilor si tinerilor in calitate de
antreprenori sau lucrdatori pe cont propriu; b) definirea corectd a continutului si corelarii principalelor
notiuni stabilite de BNS, cu care se opereaza in procesul cercetdarii; c)determinarea evolutiei numarului,
structurii (anii 2012 si 2016) si dinamicii (2016/2012) antreprenorilor tineri dupa statutul lor profesional,
nivelele de instruire i sexe.

Cuvinte-cheie: IMM, persoane social-vulnerabile, tineri antreprenori, tineri lucrdtori pe cont
propriu, politici de stat de sustinere, PNAET, dezvoltarea antreprenoriatului feminin in Republica Moldova.

B ycrosusx cosdasweticsa 6 nacmosiujee epems 8 Pecnybauxe Monoosa busmnec-cpeosl, komopas, 6
HEKOMOPbIX OMHOUIEHUSIX, Mpedyem CYWeCmEeHHbIX YIyHuleHull, co30aHust OJis 6cex Uy, KOmopole XOmsm
OMKpbIMb CcOOCMEEHHbII OU3HeC, VCA08UU U BO3MONMCHOCMEU OJifl YCNEUIHO20 OCYWeCmENeHUsl UMU
mpyooeou U  NpeOnpUHUMAMENbCKOU  0esAMeIbHOCMY,  OCMAEémcs  NnepeocmeneHHou  3aoayell.
B neobxooumocmu 0coboii noodepaicku co CmMopoHbl 20Cy0apcmed, umodvl HAYaAmb U OCYWEeCTnEUms
ycnewHvlll OusHec, 6oabule 8Cex HYHICOAOMCA HAuboLee COYUATbHO YA3BUMbIE KAMe2opuu HACeTeHUs.

'@ Vadim MACARI, vadimmacari@yahoo.com
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Tloomomy, OCHOBHOU yenvio OAHHOU CMAmMbU SGNIAEMCS AHAIU3 HEKOMOPBIX BAJCHBIX OOKYMEHMOS
20CY0apCmMEEeHHOU NOAUMUKY, HANPAGIEHHBIX HA NOOOEPAHCKY HCEHUWJUH U MOA00bIX NH00eU 8 Kauecmee
npeonpuxnumameneti U3 COYUAIbHO YA36UMbIX Kamezopull auy. Hungopmayuonnyro 6azy ucciedosanus
COCMAasuUIU, 2ABHBIM 00pazom, coomeememeyiowue cmamucmuyeckue oaunvle HEC u ucnonvzosannvie
oubauoepaguueckue ucmounuxu. OCHOBHLIMU MEMOOAMU UCCAEO08AHUS ObLIU. U3YUeHUe NUCbMEHHLIX
U INIEKMPOHHBIX UCTHOYHUKOG NO meMe;, MOHOSPADUYECKUN, KOIUYECTEECHHbIE U KAUeCMBEHHble, AHAAU3 U
cunmes; cmamucmuyeckue;, madauysvl, OuHamuveckue psovl. Haubonee snauumvimu pesyrbmamamu
AGNSAIOMCA: @) XAPAKMEPUCIMUKA 20CYOAPCMEEHHOU HAYUOHATLHOU NOIUMUKU RO NOOOEPICKE IICEHUUH
U MONOObIX H00el 8 Kauecmee npeonpuHumamenell Uil Camo3anHamuix; 0) npasuibHoe onpeoeieHue
cooepaicanus U COOMHOWEHUL OCHOBHLIX nousmul, onpedeisiemvix HEC u ucnonvzyemvix 6 npoyecce
uccneoosanus,; 8) onpedenenue koruvecmea, cmpykmypol (6 2012 2. u 2016 2.) u ounamuxu (2016/2012 22.)
MOIO0bIX nPeOnpuHUMamenell 8 3a8UCUMOCHIL OM UX CIAMYCA 3aHIMOCMU, YPosHel 00pa30eanus u nod.
Kntouesvre cnosa: MCII, coyuanvho ysazeumvle auya, Moaoobie APeONPUHUMAMENU, MOL00ble
camosansimovle pabOoOMHUKU, 20CY0apcmeennas noaumuxa noodepocku, HIIDIIM, pazsumue dicencrkoeo
npeonpunumamenscmea 6 Pecnyboniuxe Monoosa.
JEL Classification: L26, G18, J21.
UDC: 334.7.012.64

Introduction

Analysis of the national state policies to support women, young entrepreneurs and self-employed
workers as socially vulnerable categories of the population has shown that policy documents in the Republic
of Moldova are actual and are being implemented, which offer certain facilities, support and protection of
the categories of persons called, in particular, in the field of their employment and the fulfilment of their
employment obligations. There are also some legal rules, measures, modalities, methods, etc. to support
self-employed entrepreneurs and workers from socially vulnerable categories, but they are very few,
insufficient and dispersed through various policy actions, which sometimes only tangentially relate to the
overall problem of creating legal, financial, advisory support etc., in order to support and encourage the
initiation and practice of entrepreneurial activity by the targeted social-vulnerable categories.

Regarding the degree of approach in the scientific literature of the subject of this article, we regret
to note the insufficiency of scientific studies, which would address the issue as a whole and which would
explicitly investigate the socially vulnerable categories of the population and, in particular, the case of the
SMEs sector, for which the NBS has not elaborated the necessary statistical data base, yet.

Basic content of the article. Therefore, due to the fact that in the process of quantitative and
gualitative research of the problems related to the topic of this article, we will use the official data of the
NBS, so, implicitly and naturally, we will also operate with the respective notions in the sense of the
definitions given by the NBS. Otherwise, the content, logic and results (including those obtained as a result
of the quantitative analysis) of the investigation will be distorted. For this reason, in some cases that will be
specified, we have argued and formulated our own respective definitions, which do not coincide with those
formulated in the NBS methodologies. The NBS defines the respective terms as follows [1].

According to the professional status, people are classified according to the ICSE-93 international
classification. Professional status is the situation hold by a person depending on the way of obtaining income
through the activity performed, namely: employees; non-employed: employers, self-employed workers,
unpaid family helpers, members of cooperatives.

Employer is the person who carries out his / her occupation in his / her own unit (enterprise, agency,
studio, shop, office, farm, etc.) for which one or more permanent employees are employed.

A self-employed person is a person who carries out his / her activity in his / her own unit or in an
individual business without employing any permanent employee (but may have temporary employees),
being helped or not by unpaid family members. Independent entrepreneurs (vendors, meditators, private
taxi drivers, etc.), freelancers (ambulance artists, plastic artists, lawyers), occasional day-workers,
individual farmers are included in this status.

So, the self-employed may have temporary employees. But here, NBS does not define this notion.
Therefore it is unclear: the temporary employee is employed in an informal or contractual manner, on the
basis of the employee's work record. As a consequence, in the first case, the worker is remunerated
informally, by payment agreed by the parties, and in the latter case — the worker is employed and
remunerated as a temporary employee, in compliance with the legislation in force.
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A member of a cooperative is considered the person who worked (rightly will be "is working™ — the
author's note) as a member of a cooperative, where each member has equal rights to decision making, solving
production / sales problems, etc.

Since the definitions of "employer"” and "self-employed" also include the notion of "employee”, we
also need to present the definition given by the NBS: an employee is considered to be a person working on
a contract basis in an economic or social unit — regardless its ownership form — or for individual persons
(whether under a contract or an agreement) for a remuneration in the form of a wage (whether in cash or in
kind, in the form of a commission, etc.). By convention, militaries in term were registered with this status.

Similarly, since the definition of the "unpaid family worker" used by the NBS includes the category
of "self-employed”, we also present the NBS definition of the "unpaid family worker", who is the person
who carries out his / her family economic unit run by a family member or relative, for whom he / she does
not receive remuneration in the form of salary or payment in kind. The household (farm) is considered to be
such a unit. If several people from a household work in their own rural household, one of them — usually the
head of the household — is considered a self-employed worker and the others — unpaid family workers.

Starting from the definitions of the types of professional status examined as a result of our own
investigations, we have to specify and conclude the following.

As a person with a professional status of "employer”, in the sense accepted by the NBS, owns an
economic unit (i.e. according to art. 4, item 1 of the Law on Entrepreneurship and Enterprises, he is the
holder of the respective patrimony or, in other words, an entrepreneur) and employs permanent employees,
who contribute to the employer's earning (or loss) (even if the employer does not formally have a salary),
we must surely note that the employer carries out entrepreneurial activity, thus being an entrepreneur. And
here we have to mention: it does not matter if he / she is just the owner or the business manager. Hence the
conclusion: since the employer carries out entrepreneurial activity, then according to art. 3, point 1 of the
Law on Entrepreneurship and Enterprises that stipulates that "the organizational-legal form of the
entrepreneurial activity is the enterprise”, this entrepreneurial activity must be registered and practiced under
one of the organizational-legal forms provided by Article 13 of the same law.

The definition of the notion of "cooperative member"” of the NBS is too lapid and, therefore, vague,
imprecise, also. From this definition formulated in accordance with ICSE-93 international classification and
used in this context by the NBS, it is not possible to delineate clearly the "cooperative" category of the
"production cooperative" and "business cooperative" categories mentioned in Articles 13 and 18 of the Law
on Entrepreneurship and Enterprises. For the purposes of this law, both types of cooperatives are
organizational and legal forms of entrepreneurial activity, from which it follows implicitly that the members
of these cooperatives are also entrepreneurs. Therefore, it is right the fact that the NBS equalled the
employer and the cooperative members, since both categories of people carry out entrepreneurial activity.
By virtue of this fact, we in the present paper summed up both categories under the generic "employers".

According to Articles 2 and 3 of the Law on rural households (farmer) in force, the rural household
is an individual enterprise and only it can carry out individual entrepreneurial activity in agriculture and has
the legal status of a natural person. If this is taken into account, in the Republic of Moldova, in our opinion,
the rural household (farm), with some relativity, can also be called a family economic unit.

The definition of NBS of the self-employed would be acceptable if the phrase in the definition — "Self-
employed worker may have temporary employees™ —would be modified as follows: "Self-employed workers
may have paid temporary workers." Otherwise, the term "employees” implicitly implies the use of temporary
employees who, according to the legislation, are actors of entrepreneurial activity. And, according to art.55
of the Labour Code of the Republic of Moldova, the individual labour contract can be concluded for a fixed
term, only for the purpose of carrying out temporary works, thus being established the respective cases
(see points a) - n) of art. 55). That is, persons employed in order to carry out certain temporary work are
temporary workers. It follows that self-employed status, in the strict sense of the definition, must exclude
the use of the work of any paid employee type. By only taking this into account, the employer and the
self-employed will be called, conventionally, as "entrepreneurs".

In the Republic of Moldova it is now extremely important and necessary to support through respective
legislative and normative acts and various practical policy measures all self-employed entrepreneurs and
workers from the socially vulnerable categories of the population and, first of all, women, young people,
elderly people and people with disabilities, the first two categories being addressed in our present study.
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Government Decision No0.685 of September 13, 2012 adopted the Small and Medium Enterprise
Sector Development Strategy 2012-2020 [2], [3].

One of the reasons for adopting this Strategy was the need to implement the 10 “Small Business Act”
principles for Europe. The European Commission, in order to reflect the latest economic developments and
align the "Small Business Act" with the priorities of the Europe 2020 Strategy and continuously improve
the business environment for SMEs, has proposed the adoption of new actions in several areas, but actions
of none of the areas outlined in the Strategy do not directly and expressly target the target group of
entrepreneurs - self-employed workers from the socially vulnerable categories of the population.

It is true that in the SWOT analysis of the SMEs sector of Strategy there are some special points that
can be attributed to the categories of persons from the socially vulnerable categories of SMEs entrepreneurs.
Thus, the continuing reform of the educational system in the field of entrepreneurship and vocational
training is mentioned as an opportunity; as a weak point — low level of entrepreneurial culture and
professional training; as threats — the significant migration among young people and the lack of inflow of
young professionals specialized in entrepreneurial activities and the poor participation of entrepreneurs in
entrepreneurship education programs (the latter being mostly conditioned by the low level of education of
the respective persons from all social- vulnerable categories of SMEs entrepreneurs).

As mentioned in the Strategy, responsibility for education and entrepreneurship training policies is
shared by several institutions: the Ministry of Education, Culture and Research is responsible for
entrepreneurial development in the education system; The Ministry of Economy and Infrastructure has
developed and implemented programs for young entrepreneurs and employees; The National Employment
Agency (NEA) organizes trainings, which include some forms of entrepreneurial study.

Certain priority directions for the SMEs sector, out of the 8 identified in the Strategy, contain some
measures included in the Action Plans for the implementation of the Strategy, measures that (some directly,
others — indirectly) concern certain aspects of the present study.

In the elaboration and implementation of the Strategy, as well as of the two respective Action Plans,
related to the issue of the present study, a multitude of ministries, agencies and institutions participated as a
responsible authority, the main part of activities belonging to the Ministry of Economy and Infrastructure,
the Organization for Small and Medium Enterprises Sector Development (OSMESD), NIER of the ASM,
the National Employment Agency (NEAM), the former Ministry of Youth and Sports, NBS, the Agency for
Innovation and Technology Transfer (AITT), etc.

The Action Plan on the Implementation of the Small and Medium Enterprises Sector Development
Strategy for 2012-2014 [4] contains certain measures to support female entrepreneurship and young
entrepreneurs from the Republic of Moldova.

It should be emphasized that this Action Plan does not include measures aimed at supporting elderly
or disabled entrepreneurs.

Following the implementation of the Action Plan on the Implementation of the Small and Medium
Enterprise Sector Development Strategy for 2012-2014, the Action Plan on the Implementation of the Small
and Medium Enterprise Sector Development Strategy for the years 2015-2017 [5] was developed and
implemented [5] that, as a whole, presents a continuity of the previous Plan, but it also contains many
actions, including new ones, which also concern the issue of the present study.

The Action Plan on the Implementation of the Implementation of the Small and Medium Enterprise
Sector Development Strategy for the years 2015-2017 contains the 7th Priority: **"Development of Female
Entrepreneurship in the Republic of Moldova' as a special priority, which foresees important actions,
including new ones, and 3 objectives.

The three objectives are:

I. 1st objective. Facilitating women entrepreneurs’ access to education and information resources.

I1. 2nd objective. Promotion of entrepreneurial spirit among women.

I11. 3rd objective. Facilitating women entrepreneurs’ access to financial resources.

In regard to the main measures, including the new ones, of support of female entrepreneurship and
young entrepreneurs from the Republic of Moldova from SMEs, they are set out in the Action Plan on the
implementation of the Small and Medium Enterprise Sector Development Strategy for the years 2015-2017.

An important normative act for initiating work and supporting women entrepreneurs is the *"Women
in Business' pilot program (Government Decision No. 1064 of 16.09.2016) [6], [7].

The document highlights the need to create equal opportunities for women from the Republic
of Moldova, encouraging them to get involved in business development and management.
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The aim of the Program is to provide financial and non-financial support by providing investment
grants and services relevant to business development by women. The program is geared to achieving
5 specific objectives.

The program is intended for women who plan to start or expand their businesses, especially in rural
areas, and will provide support for women entrepreneurs at 3 different stages of business development:
willing to launch a business; newly created businesses and administered by women; growing companies
founded and managed by women. The program has three core components. Support provided by the
Program is offered by providing services for the long-term development of businesses run by women. The
eligible areas cover planned businesses, founded and managed by women, citizens of the Republic of
Moldova, from all sectors of the economy. A priority in the Program is given in the case of 5 businesses
created and managed by women: innovative, from rural areas (including non-agricultural), etc.

The main directions and challenges in promoting female entrepreneurship in Moldova, which have
been identified and specified in this document, are the following:

1) involvement of state institutions in the development of legislation and economic policy documents
aimed at creating equal conditions for the development of female entrepreneurship and the elaboration of
the policy framework focused on this target group;

2) encouraging women's economic independence as a condition for the continued development of
female entrepreneurship by providing financial support to women in business, creating a fund system and
women's access to all kinds of resources;

3) conducting training and counselling courses for women in order to develop entrepreneurial skills,
application of new technologies, work with the Internet and increase the qualification of women
entrepreneurs, with the help of governmental and non-governmental organizations;

4) development of entrepreneurial networks and the network of business women associations and
their partnership with other state and private institutions;

5) development of a systematic statistical information collection system on female entrepreneurship.

At the same time, the improvement of the existing mechanisms through which small and medium
enterprises benefit from information, financial and logistic support will be pursued.

In many countries, female entrepreneurship has become increasingly convincing and has become a
reality in the economic environment. For example, in the society and the entrepreneurial environment in
Romania, many women have launched business and are developing or at least trying to ensure their survival.
Successful business is top priority. Rarely female entrepreneurship is found at the family level. There are
associative structures focusing on women's entrepreneurship: Employer of Business Women of Small and
Medium Private Enterprises in Bucharest, Women's Entrepreneurs Association of Romania (Timisoara),
etc. Also, the following structures are functioning, such as the “Female Entrepreneurship” Training Project,
developed by the Bucharest Chamber of Commerce and Industry, the Association for the Development of
Female Entrepreneurship (ADFE) and the ESSEC International Business School in Europe. It is a project
addressed to women who want to start or develop a business: students, entrepreneurs (women who are either
leading or having a business) or simply women who want to change their lives by starting a business [8].

In Romania, in December 2013, the Bucharest office of the International Business & Professional
Women International (BPW) Organization, one of the most influential support networks through expertise
and advice for female entrepreneurs, was inaugurated. BPW was founded in 1930 and currently has more
than 30,000 members from 95 countries. BPW Bucharest brings together female entrepreneurs from
Romania who have developed their own businesses over the past 20 years, have recently launched start-ups
or are leading companies in Romania. The main objective of BPW is to encourage and develop the business
sense of women at international level and to provide the framework for equal treatment. Accession to BPW
offers a unique opportunity to learn from the experience of others and to make their own businesses known
in many other countries [9].

The National Program of Economic Empowerment of Youth (NPEEY) [10] presents one of the
main support programs of the SMEs sector, funded by the state and / or by the international development
partners. The program is implemented with the participation of OSMESD and is intended for young people
who want to launch or expand their own business in rural areas and / or develop a business in the field
of agriculture, production or provision of services. The duration of the Program ranged from 2008 to 2017.

NPEEY was a program for young people aged 18-35 who wanted:

- to develop entrepreneurial skills;
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- to launch or expand their own business in rural areas (with the exception of Chisinau and Balti);

- to develop their own existing business in rural areas, by providing new job places.

In addition to these, we will also point out that eligible activities for financing were also investments
for existing or recently created micro-enterprises and procurement of equipment and production equipment.

NPEEY included 3 Components: a) Free entrepreneurial training and consultancy; b) Financing
(including preferential credits and grants); c) Post-funding monitoring.

Within the NPEEY, the lind Component ("Financing of rural investment projects by granting
repayable commercial loans with grant share™), priority has been given to beneficiaries whose projects had
to develop production activities in the rural sector or to contribute to increased exports and / or substitution
of imports.

In order to access the NPEEY credit, it had to be address to 7 established partner commercial banks
that examined the credit application and assessed the business financing project [11].

NPEEY has been extended by the Government for 2017. Young entrepreneurs could also benefit from
state training and funding in 2017 in order to implement business ideas.

For the year 2017, the allocation of more than 20 million MDL was provided, which allowed co-
financing of approximately 170 businesses developed by young people. The age limit for potential program
beneficiaries was raised from 30 to 35 years.

NPEEY has succeeded in asserting itself as an effective model for supporting the involvement of
young people in the development of new business in the Republic of Moldova. Thanks to the investments
made, over 2413 new jobs have been created.

If the results of the NPEEY implementation in 2017 will be totally good and encouraging, the Program
needs to be extended for at least 2018 [12].

Unfortunately, both Action Plans for the implementation of the Small and Medium Enterprise Sector
Development Strategy (for 2012-2014 and 2015-2017) do not include any actions that would constitute
policy elements supporting two other social-vulnerable categories of population that is already practicing
or would like to do entrepreneurial activity (including on its own) — people with disabilities and the elderly.

We would like to analyze and quantify the behaviour of young entrepreneurs as a category of socially
vulnerable people in the years 2012-2016113].

Since official statistics do not provide separate quantitative data on the four socially vulnerable categories
of entrepreneurs employed in the SMEs sector, including young people, we are required to use the NBS data for
this category as a whole, that is to say, for this category occupied in total in the national economy.

In 2016, 101.7 thousand self-employed young people (aged 15-34 years) were operating in the
Republic of Moldova, of which 64.5 thousand were men (63%) and 37.2 (37%) thousand — women, and
about a thousand young employers, including 900 men and 100 women, that is, 102.5 thousand people, of
which 65.4 thousand (64%) men and 37.3 thousand (36%) women. The share of young people self-employed
was 99.1%, and young employers - 0.9% (Table 1).

Table 1
Structure and dynamics of young employed entrepreneurs in 2012-2016
(professional status, age groups and gender); %
. Structure in 2012 Structure in 2016 2016/2012, %
Professional status of | Age group Both Both Both
youth of youth Men |Women Men |Women Men |Women
genders genders genders
Total - Self-employed, 15-34 years| 98,9 | 98,7 | 99,3 99,1 | 98,6 | 99,7 | 120,8 |118,3| 125,7
Including: 15-24 years| 26,4 | 28,6 | 22,1 21,1 | 21,7 | 19,8 96,4 | 89,9 | 112,1
25-34 years| 72,6 | 70,1 | 77,2 780 | 76,9 | 79,9 | 129,7 |130,0| 129,6
Total — Employers, 15-34 years| 1,1 13 0,7 0,9 1,4 0,3 100 |128,6| 50
including: 15-24 years| .. . . 0,2 0,3 .. .. .. ..
25-34 years| 1,1 1,3 0,7 0,9 1,4 0,3 100 |128,6 50
Total - young S -] - - | - | - | 1206 |1185] 1252
entrepreneurs

Source: Developed by author, based on NBS data.

This article was developed on the basis of investigations made by the author in the applied
institutional project from 2017, period when the needed statistical data for 2017 were not yet published by
the NBS. Therefore, the NBS data for the year 2016 is used in the article.
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In 2016, compared to 2012, there is a 2.7 times decrease in the share of young women in the total
number of employers, the lack in 2016 among employers of women aged 15-24 years and the reduction of
two times of the number of female employers of 25-34 years old and in the total number of employers. As
positive phenomena, it is necessary to appreciate the increase by 20.6% of the total number of young
entrepreneurs, as well as self-employed women workers by 25.7% and by 25.2% - the total of young women
entrepreneurs.

In order to characterize the evolution of the number of young self-employed entrepreneurs,
employed in the years 2012-2016, by age groups, levels of education and gender, 2 age groups (15-24
years old and 25-34 years old) and 6 levels of education (high, secondary, professional secondary, high
school / general, gymnasium and primary or non-school) are delimited.

The number of these workers in the 15-24 years group in 2012 amounted to a total of 22.4 thousand
persons, including men - 15.8 thousand and women - 6.6 thousand, and in 2016 their number decreased,
respectively, up to 21.6 thousand, 14.2 thousand, and women increased to 7.4 thousand people.

The number of these young people aged 25-34 years, during 2012-2016 increased in total from 61.7
thousand to 80.0 thousand persons, including men — from 38.7 thousand to 50.3, and women — from 23.0
thousand to 29.8 thousand workers.

The described statistical picture makes us conclude that age and life experience as entrepreneur
is a very important factor for a successful business and for a more massive and rising involvement of young
self-employed workers in this type of entrepreneurship.

Table 2
Structure and dynamics of young self-employed people in 2012, 2016
age, education level, gender); %

genders Men |Women g;(g:rs Men|Women g;(g:rs Men |Women
15-24 years [Education level - total 100 | 100 | 100 100 |100| 100 96,4 | 89,9 | 1121
High 55 4,5 8,9 3,4 23| 89 90,0 |116,7 | 66,7
Secondary 6,8 7,3 7,1 2,1 2,3 71 127,3 | 75,0 | 400,0
Professional secondary 221 | 22,3 | 19,6 18,1 |18,1| 19,6 91,8 | 83,8 | 100,0
High school, general 13,2 | 14,7 | 17,9 139 | 13 | 179 | 112,8 |112,5| 1133
Gymnasium 48,9 |50,8 | 429 59,5 |61,6| 429 96,2 | 90,8 | 106,5
Primary or non-school 3,4 3,4 3,6 2,5 2,8 3,6 33,3 | 28,6 | 50,0
25-34 years |[Education level - total 100 | 100 | 100 100 |100| 100 129,7 | 130,0 | 129,6
High 6,3 7 5,1 95 |88 11 162,5 |180,8 | 1409
Secondary 54 6,5 3,2 5,5 6,9 3 129,4 | 140,0 | 125,0
Professional secondary 221 248 17,1 196 |22,3| 148 | 112,4 |107,5| 1216
High school, general 221 |213| 235 219 | 21 | 236 | 110,9 |100,0 | 1281
Gymnasium 42,9 |388| 50,2 42,6 |39,8| 47,1 | 1423 |151,0| 1311
Primary or non-school 1,3 1,8 0,5 1 1,3 0,4 133,3 | 150,0 | 100,0

Source: Developed by author, based on NBS data.

In 2016, compared to 2012, contradictory mutations (Table 2) occurred in the structure of self-
employed youth, both in age groups, by level of education, by total and by gender.

In the reference period, in the 15-24 age group, the share of young people of both sexes and of men
with higher education dropped from 5.5% and 4.5% to 3.4% and 2.3%, as well as of those with specialized
secondary education — from 6.8% and 7.3%, to 2.1% and 2.3%, respectively, which is very considerable.
The share of male young people with gymnasium education increased from 48.9% to 61.6% and the share
of both genders and men with primary / non-school education dropped from 3.4% to 2.5% and 2.8%,
respectively. As a negative phenomenon, the stagnation of the share of women with specialized secondary
education and primary / non-school (and not the reduction in the last case) has to be appreciated.
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In the same reference period, the proportion of self-employed youth (male and female) with higher
education (women - more than 2 times) and specialized secondary education (men - insignificant) increased
in the age group 25-34 years. The share of both genders as a whole, as well as, separately, of men and
women with primary / non-school education has decreased. In the years 2012 and 2016, the quality of
structure of 25-34 year-old youth self-employed with higher education and primary / non-school is better
than in the 15-24 age group.

In the years 2016/2012, in the group of 15-24 years, dynamics of the education level per total was
positive only for women (112.1%) and for those with higher education — only for men (116.7%). It is worth
mentioning the 4 times increase in the number of women with specialized secondary education and the
reduction of about 1/2-2/3 of youth with primary / non-non-school education.

In the years 2016/2012, the 25-34 years age group experienced a great qualitative leap in the
dynamics of the youth education levels. Dynamics of the number of young people self-employed at the first
5 levels of education was positive in all cases by gender and varied between 100% and 180.8%. This
statistical picture leads us to the conclusion that with the passage of time, successful entrepreneurship of
self-employed young people requires higher levels of education that they provide. The share and dynamics
of youth with primary / non-non-school education remain to be reduced (the latter still being positive and
high — 100% -150%).

The evolution of the number of young employers employed in the years 2012-2016, by age groups,
levels of training and gender (in thousands of persons) was characterized by the following.

It should be stressed that in the years 2012-2016, just 200 young male employers aged between
15 and 24 years with high school / general secondary education were active in the last year, and in the
rest of the years they were totally absent. The young employers, with the mentioned exception, were aged
25-34 years.

For comparison, about 900 young patrons in the 25-34 age group (including 700 — men and 200
women) were registered in 2012, and in 1000, 900, and 100 persons respectively. In the reference years,
there were no young patrons with primary / no school education, which is fully explainable. But it is
alarming that in 2016, there were only 100 women between 25-34 years of age (with gymnasium studies),
while in 2014 and 2015 there were 300 and 600 young female patrons.

Conclusions

1) In the Republic of Moldova, nowadays, a complex legislative and normative framework is not yet
created, able to form the basis for the formation of the national state support policy for entrepreneurs and
self-employed workers from 4 socially vulnerable categories of the population: women, young people,
elderly people and people with disabilities, two of whom are targeted in this study (women and young
people).

2) The status of self-employed worker, in the strict sense of the definition, should exclude the use of
the work of any paid employee. The self-employed worker may only have paid temporary workers. This is
very important to define and delineate correctly the status of the employer and that of the self-employed
worker.

3) By the Government Decision no. 1064 of 16.09.2016 on the approval of the "Women in Business"
Pilot Program, an important part of the normative and legal framework was developed in order to create
equal opportunities for Moldovan women, encouraging them to get involved in the creation, management
and business development, providing non-financial and financial support by providing the necessary
investment and service grants.

4) A good support for young people who want to start and develop a business in rural areas was the
National Program of Economic Empowerment of Youth (NPEEY), which was valid for 2008-2017. NPEEY
provided free entrepreneurship training and consultancy, funding and post-funding monitoring.

5) Multiple actions to support young entrepreneurs and women entrepreneurs have been carried out
in accordance with the Action Plans for the implementation of the Small and Medium Enterprise Sector
Development Strategy for 2012-2014 and 2015-2017.

6) There are no policy papers to support the initiation, management and development of
entrepreneurial activity that would target two socially vulnerable categories — people with disabilities and
the elderly.

7) In both Action Plans for the implementation of the SMEs development strategy (for the years
2012-2014 and 2015-2017), there are not included any actions that would constitute policy elements of
supporting two socially vulnerable categories of the population that already practice or would like to
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practice entrepreneurial activity (including self-employment) — people with disabilities and the elderly.

8) Official statistics do not elaborate statistical indicators that would characterize the entrepreneurial
activity of women, young people, the elderly and disabled people in the SMEs, as socially vulnerable
categories of the population.

Recommendations

1) In the Republic of Moldova, legislative and normative policy documents need to be elaborated and
adopted in order to ensure the creation, regulation and support of entrepreneurial activity in the SMEs sector
of the socially vulnerable categories of the population: women, young people, the elderly and the disabled
people. These documents should set out the privileges, facilities and opportunities for each category of
socially vulnerable people appointed at all stages of a business.

2) Official statistics should develop and publish a special statistical database that reflects the main
statistical indicators of entrepreneurs from the socially vulnerable categories of the population (primarily
women, young people, the elderly and people with disabilities) that activate in the SMEs sector.
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In the conditions of the globalization of economies the issue of financial stability, which is a condition
for the economic security of the state, has acquired a special significance and is a very actual problem. The
aim of the article is to determine the importance of the role of financial stability for maintaining the
economic security and economic growth and to validate the role of the Safety Network Institution in
maintaining stability. The article is a continuation and summary of the previous research in regard to the
stability of the financial system and functioning of the Safety Network. The methodology of this research
included source analysis of scientific literature and business reports as well as analysis of macro and micro
economic data regarding the functioning of markets and financial systems. The obtained results highlight
the importance of the institutional structure of the Safety Network, adequate regulation and effective
supervision as key factors for maintaining financial stability which is a condition for long term financial
security.

Keywords: financial security, economic security, national security, globalisation, safety network.

In conditiile globalizarii economiilor, problema stabilitdtii financiare care este o conditie pentru
securitatea economica a statului, a dobandit o semnificatie deosebita si este o problema foarte actuala.
Scopul articolului este de a determina importanta rolului stabilitatii financiare pentru mentinerea
Securitdtii economice si a cresterii economice si de a valida rolul Institutiei Retelei de Sigurantd in
mentinerea stabilitatii. Cercetarea prezentd este o continuare si un rezumat al cercetarilor anterioare cu
privire la stabilitatea sistemului financiar si functionarea retelei de sigurantd. Metodologia acestei
cercetari a inclus analiza literaturii de specialitate §i a rapoartelor de afaceri, precum si analiza datelor
macro §i microeconomice privind functionarea pietelor si a sistemelor financiare. Rezultatele obtinute
evidentiazda importanta structurii institutionale a retelei de sigurantda, reglementarea adecvatd si
supravegherea eficientd ca factori cheie pentru mentinerea stabilitdtii financiare, care este o conditie
pentru securitatea financiard pe termen lung.

Cuvinte-cheie: securitate financiard, securitate economicd, securitate nationald, globalizare, retea
de siguranta.

B ycnosusix enobanuzayuu 9K0HOMUK 0ORPOC YUHAHCOBOU CIMAOUTLHOCMU, AGTSIOWENCs YCI08UEM
IKOHOMUYECKOU be30nacHocmu 20cydapcmaa, npuobdpen ocoboe 3uawenue. Llenvio cmamvu s615emcs
onpedeneHue BANCHOCMU POAU  (PUHAHCOBOL CMAOUTLHOCMU 045l  NOOOEPAHCANUS  IKOHOMUYECKOU
bezonachocmu u IKOHOMUYECKO20 POCMA, A MAKIce 0D0CHOBAHUE POTU UHCIMUMYMA 6E30NACHOCU cemu
6 nooddepoicanuu  cmabumvnocmu. Cmamvs A67AeMCsE NPOOONNCEHUEM U  KPAMKUM  UZT0AHCEHUEM
npeovblOYWUX UCCIeO008AHUI, KACAIOWUXC CMAOUILHOCMU QUHAHCOBOU cucmembvl U (DYHKYUOHUPOBAHUS
Cemu 6ezonachocmu. Memooonoecusi 3mo20 UCCIe008AHUSL BKIIOYAAA UCXOOHbIL AHAIU3 HAYYHOU
aumepamypul u OU3HeC-0m4emos, a MaKHce AHAIU3 MAKPO- U MUKPOIKOHOMUYECKUX OAHHBLX, KACAOUUXCH
@dyHKyuonupoganusi puinkos u ¢uuarcogvix cucmem. Illonyuenuvie pezyrbmamvl HOOUEPKUBAIOM
sadcHocmy  uHcmumyyuonanvHot cmpykmypsl Cemu 0e30nacnocmu, a0eKgamuo2o pe2yiuposanus u
ahexmusHo20 HA030pa Kax KAOUeblX Yaxmopos 0isk N0O0EePI’CaAHUs PUHAHCOBOU CIMAOUTLHOCIU, YO
AGIAEMCSL YCA08UEM OISt O0I20CPOUHOU PUHAHCOBOU HE30NACHOCMI.

Knwouesvie cnosa: gunancosas 6e30nacHocmv, KOHOMUYECKAsE O30NACHOCMb, HAYUOHATbHAS
bezonachocmy, enobaruzayus, cems 6€30NACHOCTU.
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Introduction

The issue of broadly understood national security has always been very important for the functioning
of a state. Along with the development of statehood, economy and geopolitical relations, the issue of security
also evolved. Currently, the economic reality is largely shaped by the globalization process. In conditions
of unification of economies, as well as the entire financial systems, the issue of financial stability, which is
a condition for the economic security of the state, has acquired a special significance.

The aim of the article is to determine the importance of the role of financial stability for maintaining
economic security and economic growth and to validate the role of the Safety Network Institution in
maintaining stability.

The article consists of 4 main chapters. The first defines the importance of security for the functioning
of a state. The second highlights the importance of financial stability for maintaining economic growth. The
third chapter focuses on the process of globalization that is a major factor shaping today’s economic reality.
In the fourth chapter the aim is to underline to role of Safety Network in maintaining financial stability in
the conditions of globalisation.

The scope of national security as the highest value for a modern society

The term security according to the Oxford Dictionary is defined as "the state of being free from danger
or threat" [36]. This definition can be understood as a situation where a particular subject in the face of
various difficulties, problems, perturbations, weaknesses and challenges does not feel threatened, and
therefore feels safe [4, p.9-20]. The application of this term is currently very broad and may refer to the
safety of individuals, social groups and whole societies, business entities, the financial sector, ecology,
energy, economics, the state, etc.

Historically, the concept of security of a state, increasingly referred as national security, was mainly
related to the ability to defend against military aggressors. The closer to the present, the economic dimension
of national security becomes more and more important [25, p.3-10]. The definition of state security can vary
depending on its framework and purpose, as the category of the security of state is a very complex and
multidimensional phenomenon. In this context national security [11, p.27]:

e isasuperior value among other national (state) goals, and at the same time determines the success
in their implementation,

e concerns goals that include values (and as a consequence, needs, interests):

o life (key) — values decisive for the stability of the state, national prosperity and development,
its national identity and a sense of certainty (security of survival),

o important — values that have no direct impact on the fate of the state and the nation as a whole,
historically, situatively, objectively and subjectively variable, the implementation of which affects
the safe national existence and development of the state,

o other (secondary) values that from the point of view of national existence and development of
the state do not have much influence on them,

o defines the level of freedom in achieving these goals,

e asa process includes: various treatments in the area of international and internal relations as well
as protective and defence projects (in the broad sense), aimed at creating favorable conditions for the
functioning of the state on the international and internal arena and countering the challenges and fears of
national security,

e is to ensure the security of the state as a political institution (sovereignty, integrity, inviolability
of borders),

e is the protection of society, its goods and the environment in the face of threats that limit its
functioning in a restrictive way or are compatible with national values subject to special protection,

e concerns the opposition to the challenges and threats of values, goals and national interests,

e it concerns ensuring favourable conditions for the implementation of national goals — national
development (material and cultural) in a world filled with fierce competition and rivalry, including on the
political, economic, cultural and military background.

National security is the most important value and national need. It is the goal of the state, individuals
and social groups, and at the same time the process involving various means, guaranteeing a lasting,
disruptive existence and state development. This includes defence of the state as a political institution and
protection of individuals and society as a whole, their goods and the environment, against threats that
significantly limit its functioning or harm property that is subject to special protection [11].
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Financial stability as a mandatory condition for growth

Economic security, which is part of total welfare of the nation, can be defined as a state of mind or
sense of well-being by which an individual is relatively certain that he or she can satisfy basic needs and
wants, both present and future [24]. Another view regarding the economic security defines it as the state of
development of the national economic system, which ensures high efficiency of its operation — through the
proper use of internal development factors and the ability to effectively resist the external pressure, which
may lead to developmental disorders [27]. Another definition highlights that economic security relates to a
state of uninterrupted functioning of economy, that is, maintaining basic development indicators and
ensuring a comparative balance with the economies of other countries [16].

A secure economic environment is arguably a key factor for promoting private investment and
economic growth [23]. The main pillars of economic security consist of [26]:

¢ international competitiveness of the economy — long-term ability of the national economy to cope
with international competition,

o the ability to self-development and progress — the ability of the economic system to create the right
amount and quality of technological innovations, providing foundations for modern production, a system
for improving the qualifications of employees and creating a favourable climate for investment,

e economic sovereignty (independence) — such a state of development of the national economic
system and international economic ties, which ensures the ability to effectively resist external pressure that
may lead to developmental disorders.

Financial security of the state is immanently related to the general national security of the state. It is
a concept narrower to the concept economic security, although interrelated. It can be defined as a whole
range of legal regulations and self-regulation aimed at ensuring financial stability and protecting the interests
of market participants using financial intermediaries, as well as all institutions responsible for controlling
compliance with these regulations and self-regulation [8].

The areas of considerations within the scope of financial security include:

. external financial security:

v" changes in the balance of payments,
v' foreign debt,
v’ official reserve assets,
o internal financial security:
v' security of the financial system,
v' security of the banking system security,
v’ security of financial markets,
v' the appropriate level of indebtedness of entities (cash and credit security),
v" public finance safety.

In another view financial security can be defined as a set of institutional solutions and legal
regulations aimed at protecting the financial system from destabilization [34]. This definition focuses on the
condition of stability of the financial system as a factor of its security. The concept of financial security is
very much related to the financial stability of the state. In a sense, state security is a broader concept than
stability. The main difference is that the category of security, over the category of stability, includes the
continuous trust (credibility) of its clients and the smooth operation of infrastructure such as technology
platforms, the payment system and the regulatory and supervisory framework [22]. Definitions of the
stability of the financial system have a common feature — they indicate that in case of shocks the financial
system will be able to fulfil the functions assigned to it [9].

To summarize, as mentioned earlier, maintaining national security is a condition for building
economic growth. Since the loss of financial stability has a negative impact on the financial security of the
state, and this is part of economic security and further contributes to national security, the maintenance of
financial stability positively affects both, broadly understood security as well as economic growth.

The issues of security as well as financial stability are closely related to the stability of the state's
financial system. Maintaining the stability of the financial system is particularly important nowadays, in the
conditions of openness of economies, financial markets and dynamically progressing globalization.

Globalization as a factor shaping economic development

The current shape of the world economy is to a large extent the result of progressive globalization
[21]. This process has gained particular importance in recent years, strongly affecting the structure of the
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economy, its particular sectors, the dynamics of development and business processes. Globalization can be
understood as a process of economic merger of economies, consolidation of economic structures and
interdependencies of phenomena that take place over the perspective of the national economy and lead to
integration of domestic markets with the world market [17] and its unification [20]. There are also qualitative
changes understood broadly as systemic restructuring towards the economic consolidation of the world [29].
The main features of globalization are [6]:

. creation of a global financial market,
institutionalization of international trade,
the so-called. McDonaldization of society, or in some areas limiting, not increasing freedom?,
increase of flows in the category of foreign direct investments [3],
dominance over the global economy by multinational corporations,
geographical disruption of the value-added chain on a global scale,
creation of a knowledge-based economy,
creation of the intellectual services sector,

. redefinition of the importance of the state.

In the conditions of openness and integration, global interdependence is expressed by the fact that events
and trends in a particular field are not isolated but result in a chain of processes that induce further consequences
in many other areas [12, p.344]. These processes sometimes develop in parallel in many areas and within many
countries, then they are completely strengthened in another dimension of financial relations [14].

The globalization process brings various opportunities and threats, but the latter are particularly
important in conditions of bad economic situation, in particular during the crisis. They mainly result from
the lack of barriers for the flow of goods and services, and the openness of economies in times of economic
turmoil. This does not mean, however, that despite the lack of the possibility of isolation of the economy
from the global economy, states do not have internal resilience to crisis phenomena. This resistance is
determined by individual institutional, market and socio-cultural conditions [13, p.248-251]. There is also
no doubt that the level of resistance to crisis phenomena is a derivative of the competitiveness of the
economy, innovation of individual industries and the development of enterprises [33].

Ultimately, the resistance of an economy affects the functioning of the financial system, which is a
kind of safety buffer for capital-related crisis phenomena, as well as for the real economy. It’s condition is
interdependent with the financial system's condition and is associated with the crisis spreading through non-
financial and trade related channels [15].

As mentioned, globalization is a process that affects today’s reality in a very high degree. In such
dynamic conditions maintaining financial stability is key and becomes a very big challenge. It is important
to analyse the factors affecting stability and institutional methods of maintaining the stability.

Challenges for maintaining financial stability in the conditions of globalization

In regards to the stability of the financial system, it is said that today’s regulation cause tomorrows
crisis. Stability of the financial sector is primarily determined by the regulation and maintained by the
supervision authority. In general, it is the Institution of Safety Network that manages the stability of the
financial system and prevents a crisis. This institution consists of:

. Regulatory Authority,

Central Bank,

Supervision Authority,
Deposit Guarantee Fund,
Macroprudential Authority,
Resolution Authority.

The functioning of the Safety Network can be divided into 3 main spheres: maintenance of stability
and prevention of crisis, management of crisis (once it occurs) and information and education activities. The
below table Shows detailed functions of each of the Safety Network entity with the functions it performs.

L In other words, social behavior is imposed by mass media and marketing activities of corporations on a global
scale.

No.2 /2018



Revista teoretico-stiintifica / Theoretical and scientifical journal

Table 2
The classification of the Safety Network Institution functions

1

of stability
and

crisis

Maintenance

prevention of

e

X X X

Regulation

Control and supervision
Sanctions

Security of the payment
system

Macroprudential analysis
Threat monitoring system
Organised liquidation
Coordination of the
functioning of the Safety
Network

X
X

2

of crisis

Management

Control and supervision
Sanctions

Security of the payment
system

Extraordinary regulations
Macroprudential analysis
Threat monitoring system
Organised liguidation
Coordination of the
functioning of the Safety
Network

Last-resort lender

Public finance support
Payment of deposit guarantees

X

3. Information
and education

X X

X

X
X

System of public information
Education

Source: Authors concept based on P. Masiukiewicz, Ryzyko duzych bankow — perspektywa Polski,

CeDeWu.pl,

Warszawa 2012, p. 119.

Of particular importance for the rapid stabilization of the financial system during period of
destabilisation is the efficient activity of the Safety Network [30]:

the actions of central banks must be taken quickly and decisively,
the Safety Network institutions should cooperate with each other,
there must be a clear division of competences and tasks between individual Safety Network

institutions, and the role of the central bank must be clearly defined.

It is impossible to fully immunize the financial system against market risk, but the revision of several
key aspects of the sector's operation will certainly have a positive impact on its stability in the event of
potential destabilisation:

v
v
v

AN

ANANEN

maximizing banking sectors security [10],

establishing an optimal guarantee system for bank deposits [5, p.25-27],

maintaining a safe level of prudent liquidity of the banking system [7, p.57-85],

minimizing moral hazard for bankers in especially working for large financial players that in
case of problems are too big to fail, and can count on state support [2, p. 194-200],

efficient and continuous banking supervision and effective precautionary macro regulations,
maintaining a balance between innovation and stability [35],

increasing the transparency of the banking system,

increasing the transparency of the government's fiscal policy,

cooperation between financial sector institutions in the area of building stability,
international coordination of activities to improve transparency,
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o abandoning the protectionist policy of states, which may have destabilizing effects in the long term [31],

. revision of quantitative easing policies run by major central banks.

Transformation across the financial services system brings a number of risks which could affect
system stability. These new systemic risks are driven in part by the altered dynamics many market
participants are experiencing, such as increased market fragmentation, regulatory changes causing an
uneven playing field, and increasing pressure from declining margins [35, p.10]. The creation of regulatory
and legal conditions that would guarantee the system's development with efficient risk management is
strategically important for establishing long-term stability of the sector within the conditions of dynamic
globalisation.

Conclusions

Maintaining financial stability is crucial for building conditions allowing economic growth.
Furthermore, the loss of stability may affect the security of a nation. Thus, the issues of security as well as
financial stability are closely related to the stability of the state's financial system.

Sustaining financial stability is challenging especially during a time of economic crisis under the
conditions of globalizing economies. It is important to build the internal resilience of the financial system
to external destabilising processes. It is the role of the institution of Safety Network to shape a stable
financial system and manage its stability. The most important, general factors for the functioning of the
Safety Network in regards to maintaining stability would be:

. institutional structure of the Safety Network that would allow optimal arrangement of
responsibilities and functions of its institutions,

. adequate regulation that would promote growth and on the other hand preserve against crisis,

o effective maintenance of stability:

v monitoring ex ante, including macroprudential analysis — avoidance of destabilisation,
v’ adequate and effective response ex post — reaction once destabilisation occurs.

It is said that globalization is a result of the triumph of capitalism over other regimes world-wide [18].
However, it has often been noticed that its progress leads to the replacement of the old state power which
was exercised by national elites with the new dictatorships of international finance and corporations
[28, p.219]. In such reality to role of the state and its institutions becomes even more challenging in
managing financial stability and maintaining economic security of a nation.
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COMPUTABLE GENERAL EQUILIBRIUM MODEL
FOR THE REPUBLIC OF MOLDOVA

Elvira NAVAL, PhD, Associate Researcher,
Institute of Mathematics and Computer Science,
Republic of Moldova

This article is devoted to the construction of a small Computable General Equilibrium model for the
Republic of Moldova using Social Accounting Matrix build on the statistical data, 2015 as the base year.
The model 1-2-3 formed a base for constructing Computable General Equilibrium Model. Using data from
SAM, Lagrange method, optimization techniques, the model has been adjusted to the real situation from the
Republic of Moldova. It means that all coefficients of the behavioral functions have been determined. Then,
the obtained model has been applied to assess the economic evolution of Moldova based on diverse
exogenous scenarios. Actuality of this research consists in elaborating new techniques — SAM (for the first
time in the Republic of Moldova) for economic analysis and simulation calculus using the General
Equilibrium Model.

Keywords: Social Accounting Matrix, Computable General Equilibrium Model, 1-2-3 model,
Lagrange method, optimization methods, simulation calculus.

Acest articol este consacrat construirii unui model mic de Calcul de Echilibru General folosind
Matricea de Calcul Social pentru Republica Moldova elaborata in baza datelor statistice ale anului de baza,
anul 2015. Modelul de tip 1-2-3 a stat la baza construirii Modelului de Calcul de Echilibru General.
Pornind de la datele Matricei de Calcul Social, folosind metoda multiplicatorilor Lagrange, tehnicile de
optimizare, modelul a fost calibrat pentru situatia reald din Republica Moldova. Ceea ce inseamna ca s-au
calculat toti parametrii functiilor comportamentale implicate in model. Apoi modelul obtinut s-a aplicat la
evaluarea evolutiei economice a Republicii Moldova in baza diverselor scenarii exogene. Actualitatea
acestei cercetari constd in construirea (pentru prima datd) in Republica Moldova a unui instrumentar nou
pentru efectuarea analizei economice si in baza ei calculelor de simulare cu ajutorul Modelului de Calcul
de Echilibru General.

Cuvinte-cheie: Matricea de Calcul Social, Modelul de Calcul de Echilibru General, Modelul 1-2-3,
metoda multiplicatorilor Lagrange, metode de optimizare, calcule de simulare.

B uacmoswetni cmamve Ovina nocmpoena Heborvuias Buiuucaumenvnas Mooens Obwezo
Pasnosecus, ucnonvsys Mampuyy Coyuanvnvix Pacuemog 0as Pecnybauxu Mondosa, paspabomanuyio na
OCHOBe CMAMUCmMu4eckux OaunHuix 60az06020 2015 200a. Moodenv muna 1-2-3 cocmasnsem ocHog8y
KoHcmpyuposarus Buruuciumenvuoti Mooenu Obwezo Pasnogecus. Ommanxusasacy om danuvix Mampuyul
Coyuanvnvix Pacuemos, ucnonw3ys memoo mHodxcumeneti Jlazpansica, onmumuzayuontsle mexHuxku, oviia
npoussedena Kaaubposra Mooenu, OCHOBLIBASACL HA PedanbHOU 9KOHOMuyeckou cumyayuu Pecnybnuku
Monoosa. Omo osnauaem, umo ObLIU pacCHUMAaHbl 6Ce NAPAMEMpPbl NOBEOCHYECKUX QYHKYUl,
cocmasaaowux mooenn. /lanee, OKOHYAMENbHASL MOOENb ObLIA UCTIONL308AHA 0151 OYEHKU IKOHOMUUECKO20
passumus  pecnybauxku Monooea, uUcCnonwb3ya paziuyHvle IK302€HHble CyeHapuu. AKmyanbHOCmb
Hacmosuwe2o Ucci1e008anus 3aKaouaemcs 8 mom, 4ymo, enepsvie 6 Pecnyoauxe Mondosa, 6vina nocmpoena
Mampuya Coyuanvhvix Pacuemos, na ocnose komopotui bviia paspabomarna Buruuciumenvuas Mooenw
Obwezo PasHnogecus u nposedeHsvl CYeHapHble paciemnbl.

Knrouesvie cnosa: Mampuya Coyuanvhvix Pacuemos, Boiuuciumenvhas Mooden» Obugeco Pasnosecus,
Mooens 1-2-3, memoo muoorcumeneti Jlazpanica, Memoobl ONMUMUAYUL, CYEHAPHbIE PACYEbL.

JEL Classification: C61, C68.
UDC: 339.5(478)/519.8

Introduction

The main goal of this article is the construction of a small Computable General Equilibrium model
for the Republic of Moldova. The static version of the model is examined. Economy as a hole is assumed to
be perfectly competitive, meaning zero profit is earned in the economy. Small country assumption ensures
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that Moldova is a price taker on the world market, so that Moldova’s import and export decisions do not
affect international prices. The model belongs to the 1-2-3 class of CGE models. The basic model refers to
one country with two producing sectors and three goods. No factor markets are considered. The two

commodities that the country produces are an export good E , which is sold to foreigners and is not
demanded domestically, and a domestic good D , which is only sold domestically. The third good is an

import M , which is not produced domestically. There is one consumer who receives all income. Our
country is small in world markets, so facing fixed world prices for exports and imports.

This assumption facilitates the tractability of results, and makes the model flexible enough to
incorporate features specific to the Republic of Moldova’s economy. Such a model was studied earlier in
[1-2]. Present version of the model is calibrated dealing with construction of the Social Accounting Matrix
for the base year, 2015 year, using National Accounts data elaborated by National Bureau of Statistics [3].

Scientific approach

Scientific approach is based on the general equilibrium modern theory. Debreu [4], Arrow and Hahn
[5] formalized the concept and rigorously proved the existence of equilibrium in the economy where agents
make independent decisions. In the competitive Arrow-Debreu equilibrium, demand and supply decisions
depend only on the relative prices.

The economy is characterized by private ownership, consumers own the resources and receive all
revenues from production. However, it is possible to construct a GE model in a way that equilibrium would
be achieved even without the model satisfying the Walras’s Law [6]. Another important concept introduced
by Walras was the excess demand function, the difference between total demand and the sum of total
resources and total supply, at a given price.

The mathematical problem of proving the existence of equilibrium reduces to finding a set of prices
P , which would make corresponding excess demand zero for every commaodity. The problem was solved
by the joint effort of Arrow and Debreu [7] with the help of Brouwer’s and Kakutani [8] fixed point
theorems.

Shoven and Whalley [9-10] proved the existence of the general equilibrium solution in the presence
of ad valorem producer and consumer taxes. It contributed for the development of empirical applications of
the GE theory. Shoven [10] includes taxes and government into the Arrow-Debreu framework. The
difference from the classic Arrow-Debreu GE model is that now consumer demands and incomes depend
not only on prices, but on demand and supply decisions of other consumers and producers in the economy.

The computational general equilibrium model of international trade is also demonstrated by Shoven
and Whalley [11], which provides an alternative proof of existence of a competitive equilibrium with
international markets with tariffs. Later research has been concentrated on the issues of stability and
uniqueness of the competitive equilibrium as well on implications of dynamics [12-15].

The purpose and scientific basis of the research

Main objective of this research is referred to construction of the Calculated General Equilibrium
Model for the Republic of Moldova based on the elaboration of the Social Accounting Matrix, studied in
[16-17]. Using statistical data for year 2015, as the base year, the Social Accounting Matrix for the Republic
of Moldova was created. This matrix was used to calibrate behavioral parameters for the Calculated General
Equilibrium Model. After model calibrating diverse scenarios were realized and analyzed. Theoretical
background of this research is based on the optimization methods, Lagrange method, solution of the non
linear system of equations, application of the Solver procedure for its solution. Four sectors model was
examined: the private sector represented by households, public sector represented by the government,
production sector represented by the firms and foreign sector represented by rest of the world. Macro version
of the Calculated General Equilibrium Model elaborated in [18] has been studied and adopted to the
economic realities of the Republic of Moldova and the same notation has been used.

1. Private Sector (Households)

Private sector income is constituted by:

Y = PKKS + PI (LS —Unemp )+ GHtrf + R -WHtrf + CPI - HHtrf here @

KS and LS are the total capital and labor supplies, unemp is the level of unemployment, GHtrf
represent transfers of unemployment benefits, wHtf — and HHtf  are remittances and inter-household

transfers accordingly, and Pk and PI are capital rental rate and nominal wage.
From its income a household pays income tax ty -y and social contribution HGuf  to the
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government and inter-household transfers HHtrf . It also transfers a part of its income to the rest of the
world Hwtrf . In the case when all capital in the model is assumed to be owned by the households, this
variable represents transfers, such as the return on foreign owned capital, income from foreign labor and
other transfers abroad. A fixed share of the remaining income is saved according to (2).
Sh =mps -(Y =ty -Y = R-HWtrf - CPlI -HGtf - CPl -HHuf ) )
Here, mps is a parameter of marginal propensity to save. Real social contribution GHtrf s fixed,
while nominal value changes in respect to inflation. Transfers to the rest of the world are expressed in foreign
currency so multiplied by the nominal exchange rate R .
So, the net income or household’s budget available for consumption B is defined as
B=Y—-ty-Y —Sh —R-HWtrf — CPl -HGtrf — CPI - HHtrf 3
The last remaining element of a household’s spending is the final consumption. The Stone-Geary
household utility function will be examined

u(c)=(c-u)". (4)
Here z is in the subsistence consumption level, which a household has to obtain before any other
consumption. All remaining income is spent on consumption above that level, according to budget share.
The subsistence level can determine how much consumption is determined by demand or supply. Larger
(smaller) shares make demand less (more) responsive to variations in price or income.
Thus, a household solves the problem of maximizing Stone-Geary utility function (4) by choosing
consumption level C subject to budget constraint (6):

max Y (C): 5)

subjectto B = (1+tc)PC -,where ¢ > x >0, (6)

tc is the tax on final consumption.
Applying Lagrange method, from the first order conditions, the solution to this problem Linear
Expenditure System (LES) determines household’s consumption demand
ah(B-(1+tc)-Pu)

C=u+ (7)
1+ tc)P

In order to calibrate parameters «h and x : Frisch parameter ¢ (expenditure elasticity of the marginal
utility of expenditure); and household’s income elasticity of demand for commoditieselasH ~ have to be
selected from outside.

2. Public Sector (Government)

It is assumed that a government maximizes Cobb-Douglas utility function subject to budget
constraints. Government collects all taxes and social contributions, pays unemployment benefits, and saves
a fixed amount of its revenues. Equation (8) defines the total government income as the sum of revenues
from indirect taxes on final consumptiontc , capital taxtk , taxes on intermediate consumption tic import
tariffs tm and export dutieste , also revenues from personal income tax ty ,social contributions GHtrf  and
transfers from abroad wHitrf

CB =(tc-PC +tk -Pk -K +tic -P-Xt)+(tm-R-Pmw +te-R-Pe -E)+y-Y +CPl -HGtrf +

+ R -WGtrf (8
Equation (9) states that unemployment benefits, paid by the government, are a fractionhub , of the
nominal wage: GHtrf = hub - PI -Unemp 9)

The government’s final demand G is assumed to be endogenous, where saving sg is exogenous.
Consequently, the government’s demand for commodities derived from maximizing the Cobb-Douglas
utility function (10) subject to budget constraints (11):

max G (10)
G

SubjecttocB - GHtrf - CPI -Sg — R -Gwtrf = PG (11)
The left-hand side of equation (11) represents the government’s expenditure budget including the service
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of foreign debt gwtrf . From the first order conditions, using Lagrange multipliers method, the government’s
ag(GB - GHtrf - CPI -Sg — R -GWtrf )

P

The conventional way to implement government behavior in CGE models would be to assume fixed
real expenditure, allowing the nominal expenditure to vary with inflation and savings to balance the
government budget (negative savings meaning budget deficit, positive budget surplus).

3. Production Sector (Firm)

There is one aggregate firm which observes prices and makes output decisions in order to maximize
profit subject to technology constraints. This firm produces only one commodity using capital, labor and
intermediates as inputs. Capital and Labor are combined into composite Value added goods using the CES
function and Intermediates are supposed to be given.

Formally, aggregate firm chooses capital and labor by minimizing the total cost of production, TC :
TC = (1+tk)Pk -K + Pl -L+ (L+tic)-P-Xt. (13)
of

Subject to technological constraint xt = af (yfk - K “* "% & (@1 - )L D" )ora,  (14)

1

demand for commodities is obtained G = (12)

ofl, ofk are the elasticity of substitution between labor and capital, «f is the efficiency parameter
and yfk , fl are the share parameters such as,fk + »f = 1. Xt is total domestic output. Using Lagrange
multipliers method, from the first order conditions firms’ labor and capital demand equations are given as:

ofl

1-— 4l o X, ofl 1-ofl ofl 1-ofl Vo0
L = { PI } [HJ(yﬂ [+t )Pk 77"+ @—pf)™" PL") (15)

otk ok

K = [(l +}/t]I1()Pk ] ( Xf:( ](J’fk otk [(1 + tk )pk ]1‘0fk + (1 o )ofk p| Lo )ﬂ (16)
a

In such a way, the aggregate firm chooses the production factors to produce a unit of its output in the
most cost-effective way; however, it has not been known how much output this aggregate firm should
produce. It is supposed that firm chooses its output level in order to maximize total profit. Because the
perfectly competitive economy and constant returns to scale production function are considered, income is
equal to zero, hence firm’s zero profit condition equation (17) is used for output:

Pt -Xt =(1+tk)-Pk -K+Pl-L+(L+tic)-P-Xt- %))

4. Savings-Investments

The model is savings driven in the sense that aggregate investment is the sum of sartorial savings
components. Equation (18) depicts total savings in the economy as the sum of private savings sh defined
by the fixed savings rate, government savings sg and foreign savings st are determined exogenously:

S =Sh +CPl -Sg + R - Sf (18)
Because the model is static, investment demand is defined as a constant fraction «i of the total savings
s and it varies in accordance with commodity price P . In mathematic terms, investment demand is derived

by maximizing the utility function of an auxiliary agent: max | ai (19)
|

Subject to savings constraints = P - | (20)
The solution to this optimization problem will be the investment demand equations:

is
A (21), parameter i can be calibrated from the equation (21) using known values of thes ,p, I .
P

Foreign sector (Rest of the world)

The small country assumption implies that world prices are treated as exogenous, in consequence,
changes in the Republic of Moldova’s import demand or export supply don't have any impact on the world
economy. Therefore, the domestic import and export prices can be represented as follows:

Pm = (1+tm )R - Pmw (22)
Pe = Pew -R/(1L+te). (23)
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Where tm and t are import tariffs and export duties; Pe and Pm are prices received by domestic

producers for selling their output on the foreign or domestic markets; Pm represents domestic price of

imported goods; Pmw and Pew are exogenous world imports and exports prices correspondingly, and R
is the nominal exchange rate.

Export and import followed the treatment adopted in many CGE models. Farmington’s assumption
[12] ensures that imports and domestically produced goods are not perfect substitutes meaning that not all
products can be produced domestically. The aggregate firm chooses between selling output on the domestic
market or exporting it depending on the relative prices and transformation elastic ties. Such treatment allows
exporting and importing the same good simultaneously.

Total domestic output xt of a representative firm is either sold on the domestic market xd or
exported E . The transformation takes place within CET (constant elasticity of transformation) function;
therefore the optimal combination of exports and domestic sales of an aggregate good depends only on the
relative (domestic to foreign) price of that good. To determine export and domestic production, the firm
solve the following problem: Maximize total revenue-TR

TR = Pe -E + Pd - Xd (24)

Subject to the constant elasticity of transformation technology

oe-1

oe-1 oe-1 e

Xt =aelye-M “ +(1-pe)Xd (25)

Where ae , ye and e are transformation efficiency parameters, CET distribution parameter and

transformation elasticity.
Applying Lagrange multipliers method, the solution to this problem of domestic and export sales of
domestic output will be obtained:

1- e\ (Xt ..
xd = [1=22) (—\(ye"e Pe ™ + (1-ye)” Pd " Jioe (26)
L Pd ) (ae)
Ot o o)
e -2 (—W(ye “pe T 4 (1-pe) " Pd e 27)
(Pe ) \ae)
Since there is zero profit condition, from which directly follows:
Pt - Xt = Pe -E + Pd - Xd (28)

Imports are combined with domestic output in the CES function to produce composite commodity
X . The optimal mixture depends only on the relative prices. Demand for imports and locally produced
goods, derived from minimizing the total cost subject to CES technology constraint, thus the following
optimization problem:
Minimize total cost - TC
TC =Pm -M + Pd - Xd (29)

om-1

om-1 om-1 om

SubjecttoX =am|ym-M ™ +(1-ym)-Xd °" . (30)

am ,ym andom are respectively, substitution efficiency parameter, CES distribution parameter and

elasticity of substitution between imported and local goods.
Again, using Lagrange multipliers method, from the first order conditions the demands for import
and domestic goods are obtained:

Xd = (1_ Al ) (X—t)(}/m Tope ™ 4 (- ym)" opd T )%

( Pd ) Lam) (31)
M = EAl (LW(}/m T ope ™ +(1-ym)" pd " )::m

(Pm ) (am ) (32)
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The price P of composite commodity X is defined using zero profit condition:

P-X =Pm-M + Pd - Xd (33)

Several parameters have to be imposed from outside the model, which will allow calibrating the rest.
Specifically, assuming the negative (positive) values for the substitution elasticity oe (om ) ae andye,

(am andym ) can be derived by solving systems of two nonlinear equations, values of the variables
M, X, Xd, xt,Pd,Pe Will be selected from the SAM. The CES (CET) functions are well behaved, namely

if the elasticity of substitution is negative the function will be concave and if positive it will be convex. This
property ensures that first order conditions for revenue maximization (cost minimization) produce the
desired maximum (minimum) solution.

The balance of payment equilibrium condition (34) finishes the description of the foreign sector. With
Being fixed st and Hwtrf , equilibrium is achieved through the exchange rate variations, which adjust the

levels of export and import via the change of its relative prices [19].
Pmw -M + HWtrf — GWtrf = Pew -E + Sf + WGtrf + WHitrf (34)

Production factors (Labor and Capital)
In the basic CGEM specification, total capital stock and labor supply are fixed exogenously, and
factor markets clear according to equation (35).
LS =L +Unemp , KS = K. (35)

Commodities” market clearing, CPI and balanced model

The last macroeconomic closure corresponds to commodities’ market clearing equilibrium
conditions. Equation (36) states that total domestic supply (including imported goods) must equal total
demand.

X =Xt+G+C +1 (36)
The consumer price index CP1 is Laspeyres and is defined as:
Pl :(1+tct)~P‘~C° t— 01
@+tc’)-P°.c® ’ (37)

Equation (37) concludes the description of the small CGE model for the Republic of Moldova. The
algebraic form of the model is a system of nonlinear equations, solution to which determined the equilibrium
state. For such a system to have a unique solution, the number of independent variables should be equal to
the number of independent equations. Carefully counting all variables and equations results in:

NE =15 + 11 - Number of equations

NV =15 + 21 - Number of variables

Considering ten variables (GHtrfo , HWtrf , HGtrf , HHtrf ,WHtrf ,Gwtrf ,Sf , Sg , KS , LS )at

their initial level, there isNv = NE = 26 . The heterogeneity of some of these variables has already been
discussed; others had to be made exogenous in real terms to balance the model, however nominally they can
change. Furthermore, since the model satisfies Walras’s law there is only 15 + 10 independent equations.
By dropping one of the equilibrium conditions from the model (in this case it is the labor market clearing
condition (35), and fixing nominal wage PI at its initial level (thus making it to be the numeraire) we again
have the number of variables equal to the number of equations.

Constant Elasticity of Substitution Function (Example of calibration)

In this calibration all calculations are done assuming taxes to be zero. This simplification by no means
changes the nature of equations and in order to include tax on production factors, one would simply need to
replace pPI, Pk to (1 +1tl)PI,(1+ tk )Pk . There is one aggregated firm in the economy and it produces one

aggregated commaodity. Thus, for the representative firm, which faces CES production technology, demand
for factors of production (Ls, kK ), can be derived in the following way.

min TC =Pl -Ls + Pk -K
L,.K

0

1
Subjectto xt = af (4 -Ls ” + sk -K 7 ) »,

TC s total cost of production, af is the efficiency parameter, Ls, K and pI, Pk represent demand
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and price for labor and capital production factors, ,fi, ytk are the share parameter such as fl + Atk =1,

- of

and p = ! where of s the elasticity of substitution. This optimization problem will have the

of

1

following Lagrangian: L = PI -Ls + Pk - K, — ﬂ[af (Al -Ls 7+ -K ") » = Xt
Taking the first order conditions and making it equal to zero we get:

1
b At - Ls R (0 I T ))’[“?} =0
oLs

oL

1
— =Pk —A-af -k K T((GH LT+ kK7 ))’[“p} =0
oK

1

oL S
— =af (fl-Ls "+ 4k K 7)r — Xt =0
o2

Dividing first order conditions for Ls by the first order conditions for K is obtained the following
expression :

-(1+p)

oL /0oLs Pl sl (Ls
= - + — — =0
oL /1 oK Pk, sk K )
1(-(@+p))
Pl yfk
From what follows Ls = K| — - —
Pk

Now substitute Ls into expression for Xt to get

1

fk \-(+p) _r
Xt = af -K V—W (1 py P M py 21 )
\ Pk J

and after some rearrangements, the aggregate firm’s demand for production factors are:

1/(1+p) 1
Ls = (ﬂ X_'[ (]/ﬂ U(1+p) Pl pI(1+p) : }/ﬂ( 1(1+p) Pk p/(1+p));
LPI) afl
1/(1+p) 1
K — (ﬂw Xt (7ﬂ1/(1+p) pp e Vi W) | py p/(1+p));
\ Pk ) afk
Calibration

Assuming substitution elasticity +f is given from outside of the model, thenaf , s ,fl can be
calculated.

A PLRY

sk Pk ( Fk )
From ,»fl + yt =1 we can findyfk =1 - »fl and substitute it into previous equality

1+p
f Pl (L 1

AN , sk = ——————and yfl =1- yk
1-M Pk (K) Pl KY

. 1-
Once we have of and ,f, , remembering that p =
of

af can be derived from the following equation:

D e

af = Xt (Z 7 Fk'”W Solving optimization problem for base year given xt, Ls, K , parameters afl ,afk
N )

have been determined. The same procedure can be applied to obtain the rest of parameters.
1. Variables and Parameters of the model
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Nominal variables
Consumer price index

— | Household income spent on
consumption

— | Government total budget

— | Household total income

— | Exchange rate

— | Price of composite commodities
— | Produce price
— | Price of domestic output on the local
market

— | Price of capital
— | Price of labor

— | Total savings

— | Household savings

— | Transfers from government to
household

Price of export

Price of import
World price of export (exogenous)
World price of import (exogenous

Pmw

Auxiliary variables

U — Household utility; TC — Total cost; TR — Total revenue
Parameters
— | Household minimum consumption

— | Firm CES efficiency parameter
(labor)

— | Firm CES efficiency parameter
(capital)

— | Armington CES efficiency parameter

— | Power parameter in the household S-G
utility function

— | Power parameter in the government C-D
utility function

— | Power parameter in the investment C-D
utility function

— | Household marginal propensity to save

— | Investment demand

— | Firm CES distribution parameter (labour)
— | Firm CES distribution parameter (capital)
— | CET distribution parameter

— | Armington CES distribution parameter

CET efficiency parameter

— | Tax rate on final consumption

— | Tax rate on capital

— | Tax rate on household income

— | Tax rate on import

— | Export duty rate

— | Tax rate on intermediate consumption

Results of own research

To solve the Calculated General Equilibrium Model presented earlier it is necessary to give values

for all exogenous variables of the model, to determine some calculated parameters, to calibrate all
coefficients for behavioral functions obtained throw optimization problems solving.

Table 1

Exogenous parameters

0,187 -0,1 11 3,0 -2,0 1,0 -1,1

Calculated parameters, year 2015

0,1589 | 0,1928 | 0,3047 | 0,01307 | 0,00131 | 0,01219 | 0,8502 | 0,096

Table 3
Calibrated parameters, year 2015

1,99607 |2,06427 |0,750101 |0,489141 |6,21 |13,97 |0,3407 |0,6593 |47490966 |6,043
It’s necessary to remark that all calculus parameters from table 3 have been recalculated according to
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the available information. SA matrices have been elaborated for years 2014, 2015, 2016. In the lack of data
for year 2017, it was not possible to elaborate SA matrices. All needed data for year 2017 were obtained
based on the existing statistical data for this year.

For years 2015-2016 exogenous variables were selected from SAM, coefficients of behavioral
functions have been calibrated using SAM data and after that SOLVER application was applied to solve the
model. Results of this calculus one can see in the Table 4. One can see that for year 2015 base year values
and calculated values are the same. As for year 2017 there is a lack of data, macroeconomic indicators have
been calculated using available information for this year, parameters, exogenous variables and some
macroeconomic indicators were calculated on the base of known growth rate for Gross Domestic Product,
then model coefficients were calibrated and model solved using SOLVER application. It is very hard to find
equilibrium solution for year 2017 but after equilibrating initial data good solution has been obtained. For
the future simulation calculus with changing taxes and subsidies policy can be effectuated. The purposes of
this research deal with finding equilibrium solution and compare it with that known.

Table 4
Calculus results

0,10 CPI 0,10 1,10 1,096 1,10
1,000 P 1,000 1,099 1,099 1,099
0,8919 Pt 1,0000 1,3653 1,332723 1,3653
0,7429 Pd 0,7429 0,7429 0,742875 0,7429
1,1929 Pk 1,1929 1,1929 1,19286 1,1929
1,1097 PI 1,1097 1,1097 1,109715 1,1097
0,9987 Pe 0,9974 0,9987 0,99869 0,9987
1,0131 Pm 1,0131 1,0131 1,013067 1,0131
109731921 B 109731921 71659468 77913625 72287084
41703652 GB 42587805,1 45394395,6 48681862 55607710
128639293 Y 128639293 112267405 120245209 128483861
27801811 S 27801811 30822387 32302952 42718034
15256337 Sh 15256337 20835210 22315775 23844750

12340517 GHtrf 12340517 352147 352147 .4 352147
109731921 C 109731921 116547021 126718787 157681824
23095704 G 23095704 23391634 25587217 35052039
27801808 I 27801808 30506038 31971407 42279592
242862568 Xt 242862568 281180797 338415315 385464470
261552683 Xd 190400052 222332462 273486072 310334213
352081887 X 280929256 318385942 377432813 435315606
52462516 E 52462516 58848335 64929243 75130257

90529204 M 90529204 96053480 103946741 1249811393
52148008 L 52148008 56679888 60689328 60689328
27132075 K 27132075 30506038 34474402 42713054
81252459 Ls 666662217 58563029 62572469 62572469
27123075 BP 8791625 6042286 7854638 18688276

Conclusions. Small General Equilibrium Calculated model was adapted to the economic realities of
the Republic of Moldova. Private, Public, Manufacture and Foreign sectors are examined. Optimization
problems were formulated for all sectors. It discussed all aspects of building a CGE model such as the
fundamental assumptions, the derivation of model equations, the estimation of parameters and model
balancing. Using Lagrange multiplier method behavioral functions have been obtained. Social Accounting
Matrices for years 2014-2016 were elaborated. Because of the nature of the SAM, the sums of columns are
equal to the sums of lines, a lot of simulations can be done, and policy change can be evaluated. It is
necessary to mark that SAM can be constructed with at least one year lag and, in consequence, economy
evolution for the future can be effectuated on the previous year economy data. So, all parameters and
functions must be carefully prepared. In order to effectuate simulations using presented General Equilibrium
Calculated Model four sets of data are need: constant parameters which are find from scientific literature;
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exogenous variables determined for the time period in examination; calibrated parameter for behavioral
functions used in this study; and policy variables, part of the exogenous variables, such as tax rates, rates of
the subsidies, social assistance rates, social contributions rates etc. For year 2017 exogenous and policy
variables were obtained, behavioral coefficients have been calculated and model was solved using Solver
tool. It is recommended to be very cautiously preparing all needed data for calculus; it will determine quality
of results. Calculus effectuated for years 2015-2016 confirm that all data in SAM matrix were equilibrated.
On their basis behavioral functions were calibrated. Calculus demonstrates that calibrated coefficients of
these functions are very sensible to changes in statistical data and in consequence the equilibrium solutions
of the examined model are hard to obtain. However, such a model can be used for simulation calculus
changing tariff rates, rate of the subsidies and some exogenous variables. For the future it will be interesting
to formulate multi-sector model involving intermediates goods and Input-Output matrix.
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CLASSIFICATION OF THE COMPETITIVENESS’ FACTORS AND NEW
APPROACHES TO ASSESSING THE COMPETITIVENESS

Tatiana GUTIUM !, PhD Student,
National Institute for Economic Research,
Republic of Moldova

The vector of development of Moldovan economy, as well as the world economy, is unstable. Inorder
not to be exposed to external shocks, it is necessary to ensure sustainable growth of the national economy.
Only an economy that offers competitive products can achieve this goal. The object of the research is
represented by the factors influencing the competitiveness of a product, and the main goals are the
structuring of competitiveness factors and the development of new approaches in assessing competitive
advantages. The following empirical and theoretical methods hjave been used in the study: observation and
data collection, the method of scientific abstractions, comparative analysis, regression analysis, economic
and mathematical modelling. In this article, the author has developed and applied two new ways to assess
competitiveness. The study showed that the Moldovan economy is based on the production of primitive
goods, while in order to achieve stable economic growth it is necessary to redirect its resources to the
production of high-tech products and products with high added value.

Keywords: competitiveness of goods, competitive advantage, competitive disadvantage, price,
quality, psychological factors.

Vectorul dezvoltarii economiei moldovenesti, precum si economiei mondiale, este instabil. Pentru a
nu fi expusi socurilor externe, este necesar de asigurat o crestere durabila a economiei nationale. Numai o
economie care oferd produse competitive poate atinge acest scop. Obiectul de cercetare reprezintd factorii
abordari de evaluare a avantajelor competitive. Urmatoarele metode empirice i teoretice au fost utilizate
in studiu: observatia si colectarea datelor, metoda abstractiei stiintifice, analiza comparativa, analiza
regresiei, modelarea economico-matematicd. In acest articol, autorul a elaborat si a aplicat doud aborddiri
bunurilor primitive, in timp ce pentru a obtine o crestere economica stabila este necesard redirectionarea
resurselor cdtre fabricarea produselor high-tech si bunurilor cu valoare addaugata inalta.

Cuvinte-cheie: competitivitatea bunurilor, avantaj competitive, dezavantaj competitive, pref,
calitatea, factori psihologici.

Bexmop pazsumus Mon0asckoil IKOHOMUKY, KAK U MUPOBOU IKOHOMUKU, Hecmabuien. UYmobwl He
n008ep2amv st GHEUIHUM UWOKAM, He0OX00UMo obecnewums YCMOUYUSbIL pOCm HAYUOHATbHOU IKOHOMUKU.
Tonvko sKoHOMUKA, KOMOPAs Npediazaem KOHKYPEHMOCHOCOOHble NPOOYKMbL, MOAHCEm OOCMUYb IMY Yelb.
Obvexmom uccredo8anus AGIAOMCA DAKMOPbl GIUAHUS HA KOHKYPEHMOCHOCOOHOCMb mo8apd, a
OCHOBHblE Yelu — CMPYKMypUposanue @akxmopos KOHKYPEHMOCNOCOOHOCU U pa3spabomra HOGbIX
n00X0008 8 oyenKe KOHKYPEHMHBIX npeumyujecms. B npoyecce uccredosanus 6viiu ucnonvb308amul
credyrouue dMnupudecKue U meopemudeckue mMemoovl. HAba00eHue u coop OAHHbIX, MeMOO HAYUHbIX
abcmpakyutl,  CPAGHUMENbHLIL — AHAIU3,  PESPECCUOHHbIL  AHAAU3,  IKOHOMUKO-MAMEMAMUYECKOe
MoOenuposanue. B Oaumnou cmamve aemop pazpaboman u npumeHusl Hosbvle 08a CNOCoOA OYEeHKU
KOHKYpeHmocnocobnocmu. Hccredoganue nokasano, umo MOI0ABCKAS IKOHOMUKA OCHOBLIBAETNCS HA
npoU3800CMEe NPUMUMUBHBIX MOBAPOS, 8 MO 8PEeMsL KAK 0151 OOCMUICEHUS CMAOUIbHO20 YKOHOMUYECKO20
pocma HeobX00UMO REPEHANPABUMb CEOU PECYPCbL HA NPOU3BOOCMBO HAYKOEMKOU NPOOYKYUU U RPOOYKYUU
C 8bICOKOU 000ABNEHHOU CTNOUMOCTBIO.

Knwuesvie cnosa: KOHKYpeHmMOCHOCOOHOCMb — MOBAPA,  KOHKYDEHMHOE — NPeuMyuecmeo,
KOHKYPeHmHble HeOOCMAMKU, YeHd, Ka4eCme0, NCUX0N02uiecKue pakmopul.

JEL Classification: M30, M31, D10.
UDC: 339.13+330.16
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Introduction

The Republic of Moldova is an open, agrarian, vulnerable small economy, which is influenced
by large open economies. The development of the Moldovan economy depends on the remittances, on
the trade policy and geopolitics of neighbouring states. The domestic capital market is not attractive to
foreign investments, and the banking system has not recovered yet after the theft of the billion.
The degree of credibility in the domestic banking system is very low, both from residents and non-
residents. The main task that Moldova is facing is to develop strategies that would ensure sustainable
economic growth.

In the current period, as a result of the signing of the Association Agreement between
the Republic of Moldova and the European Union (2014), there is a reorientation of the flows of
goods to the European markets. But in these markets the requirements for goods are high and they
are oversaturated, so it is very difficult for Moldovan products to compete with European goods
not only in foreign markets, but also in the domestic market. Therefore, Moldova should
implement measures that would increase the competitiveness of goods and the competitiveness of the
national economy.

Since the requirements for the goods to be imported by the European Union (EU) countries and
the countries of the Eurasian Economic Union (EAEU) are different, it is necessary to examine
factors of the competitiveness of goods in order to correctly assess a competitive advantage of domestic
goods and elaborate an effective strategy to promote exports to that market in which our products
are more competitive.

The scientific approach of the topic in the literature

In the scientific literature, there is no clear distinction between criteria, factors and indicators of
product competitiveness. Although these concepts are different in their essence, some economists
consider the separately taken competitiveness factor at the same time as both a factor and the main
evaluation criterion, as an indicator.

I. Lifits confuses a criterion with a factor, the economist considers that one of the criteria of the
competitiveness of the good is the quality, and the factor corresponding to this criterion is a reputation
of a business [8, pp. 35]. In our opinion, the quality is a factor of competitiveness, but a manufacturer's
reputation is a component of group of factor: marketing elements (Figure 1).

Also, many economists, like M. Porter [3; 4], M. Zavialova [6], R. Emadakov [7], examine the
factors of competitiveness of goods and by classifying these factors, aim to identify those factors that
ultimately affect the competitiveness of the enterprise, but not the merchandise. As proof that the
confusion of the competitiveness of the good with the competitiveness of the business is inadmissible,
can serve the fact that there are two sides that interact in assessing these indicators: consumers and
producers. If merchandise is competitive in opinion of the manufacturer, this does not mean that the
buyer’s view is identical. In the oligopolistic and monopolistic market, the manufacturer may assume
that a particular product has comparative advantages, but in the mind of the buyer the good is not
competitive.

Any business uses a price to maximise its profitability, to set back rivals from incoming on the
market, or to grow its market share. Establishment of competitive pricing is on the agenda of any
businessman. The price is the first factor which influences a consumer’s decision. The lower the price
is, ceteris paribus, the more preferable this product is for the buyer.

M. Zavialova in article ,,The basis of competitiveness of enterprise products” claims that the
factors of competitiveness of the good are: ,,price, quality, cost of consumption, quality of service and
marketing activities to promote products on the market” [6, pp. 87]. Neither the mentioned scientist nor
other scholars are studying psychological factors as factors of product competitiveness. In our opinion,
it is wrong to neglect the fifth pillar (Figure 1).

The classification proposed by the author differs from those found in the literature. It contains a
new group of factors of competitiveness of goods: psychological factors. For example, the term of
commodity patriotism couldn't be found in any compartment of economic sciences, because it is a new
term. This one is different from the term of brand loyalty and the buyer's loyalty to a particular bidder,
since the latter two are being studied in the context of maximizing the enterprise's profit and increasing
the competitiveness of the business, but not in the context of raising the product competitiveness.
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Factors of the competitiveness of goods
Price
‘ ] ] ]

Producer price Wholesale price Retail price

Technical parameters Economic parameters

Technological sophistication

- Quiality

Organizational parameters

Normative parameters Ecological compatibility

Availability of spare parts
_| After-sales service

Availability of repair shops

Brand loyality

Reputation of a business

_| Marketing elements The effectiveness of advertising

The ability to buy goods through modern means
of communication

The energy efficiency label

Commodity patriotism

- Psychological factors Ostentatious consumption

Purchasing hand-made goods

Figure 1. Factors of the competitiveness of goods
Source: Elaborated by the author.

In author’s opinion, the commodity patriotism indicates the degree of preference of citizens to buy
domestic and not foreign goods. The model of commodity patriotism is given in Figure 2.

No.2 /2018



68 Revista teoretico-stiintifica / Theoretical and scientifical journal

~N
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The factors that : o
: Commodity competitiveness volume of :
forma%?igrggrc;]dlty patriotism of domestic domestic Growing GDP
P goods production

Figure 2. Model of commodity patriotism
Source: Elaborated by the author.

Commodity patriotism like all other factor of influence leads to growth the goods' competitiveness
and GDP.

Analyse the competitiveness of Moldovan commaodity goods

The foreign trade of the Republic of Moldova in the last eight years has evolved unevenly. The author
carried out the comparative analysis of the growth rate of export and import until and after Association
(Figure 3). The average export growth rate in 2010-2013 is 17.71 percentage points higher than the average
export growth rate since the signing of the Association Agreement. The dynamics of the import is analogous
to that of the export.

NI\
20 //

% 10

2010 2011

¢ Average export growth every 4 years
Average import growth every 4 years

== Export growth rate
=@ Import growth rate

Figure 3. Export and import growth rate of the Republic of Moldova
Source: Elaborated by the author on the basis of data from the National Bureau of Statistics of the Republic
of Moldova (http://www.statistica.md) [11].

The reorientation of the flow of goods on the European market has not yielded any immediate
positive results, as domestic goods do not meet the requirements of this market. In order to improve the
created situation, it is necessary to increase the competitiveness of Moldovan goods. In order to determine
the gaps we will analyze the competitiveness of the commodity groups, and then we will analyze the
competitiveness of the goods of a particular group.

The most utilize indicator in assessing competitiveness is the export index of revealed comparative
advantage BRCA, elaborated by Bela Balassa. ,,It is defined as the ratio of exports of one product in
country’s exports to its share in total world commodity exports” [1, pp. 9]. But we will use the following
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formula (1) to minimize the impact of structural changes in the global market on the results of the
calculations [2, pp. 137]:

(X)X, +M),) (X)X, +M),)

IACSE

M)

-1 +1
n n

:
|
Lz”(xiwiz"l(ximi) [z o)

i=1 i=1 i=1

[ 1T
| |

= | | =1
| |

where: 1ACSE |, —the index of the symmetric comparative advantage of the section (group of goods)
i on the foreign market;
X, —volume of export of the section (commodity group) i;

M, — volume of import of the section (commodity group) i.

Figure 4 shows the main commodity sections ordered according to the symmetric comparative
advantage. During the period 2013-2017, the number of section with advantage decreased from eight to six
(out of 21). Therefore, in the last year, the most commodity groups have a disadvantage.

40 -

20 -

-20 -
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-80 -

-100

2013 ®2017

Figure 4. The index of the symmetric comparative advantage
by sections according nomenclature of goods, Republic of Moldova
Source: Authors’ calculations using UN Comtrade data (https://comtrade.un.org) [12].

In 2017, section II ,,Vegetable products” had the highest comparative advantage, followed by the
sections: III ,,Animal or vegetable fats and oils and their cleavage products; prepared edible fats; animal or
vegetable waxes”, XX ,,Miscellaneous manufactured articles”, IV ,,Prepared foodstuffs; beverages, spirits
and vinegar; tobacco and manufactured tobacco substitutes”, and the biggest comparative disadvantages had
the sections: XXI ,,Works of art, collectors’ pieces and antiques”, V ,,Mineral products”, IX ,,Wood and
articles of wood; wood charcoal; cork and articles of cork; manufactures of straw, of esparto or of other
plaiting materials; basketware and wickerwork”.

Section XII ,,Footwear, headgear, umbrellas, walking sticks, riding-crops and parts thereof; prepared
feathers and articles made therewith; artificial flowers; articles of human hair” drop from 3rd place to 6th
place during the analyzed period; its advantage decrease from 25.35% to 13.24% due to the loss of shoe
sales markets and the increase of imports by 29.5% in 2017 versus 2013.

Although section XI ,,Textiles and textile articles” up from 7th place to 5th; it still achieved a lower
advantage in 2017 compared to 2013; and sections VIII ,,Raw hides and skins, leather, furskins and articles
thereof; saddlery and harness; travel goods, handbags and similar containers; articles of animal gut (other
than silkworm gut)” and XVIII ,,Optical, photographic, cinematographic, measuring, checking, precision,
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medical or surgical instruments and apparatus; musical instruments; parts and accessories thereof” passed
from zone with advantages to zone with comparative disadvantages.

In order to identify the causes of the decrease of the competitiveness of some goods, it is need to
analyze this indicator in correlation with two factors: price and quality. The author has developed two new
approaches to evaluate comparative advantages.

A new approach to assessing the price competitiveness of goods

Export is the demand of the external sector for the domestic good and can be represented as a function
dependent on two factors: the export price and the price for the substitute good (import price):

ex _good =c+axgood _p_Xx+bxgood _p_m 2
where: ex _ good — the export volume of the good;

good _ p_ x —the export price;

good _ p _ m —theimport price.

The author proposes the following formula to calculate the relative competitive advantage by price
(RCAP ):

RCAP = — 3)

where: a, —the export price regression coefficient (the mean change in export of good i for one unit

of change in the export price); b, — the import price regression coefficient (the mean change in export of

good i for one unit of change in the import price).

A country detects relative competitive advantage by price in merchandise for which this indicator by
modulus is higher than 1. The author applied this methodology for a set of goods and presented the results
of the estimation of the regression equations in Table 1, and the relative competitive advantage by price in
the division of goods in Figure 5.

Table 1
Exports of some goods for January — July of 2014 and 2018

0202 dateplione el ex _meat =6.804 —1.927 xmeat _ p_x+0.272 xmeat _ p_m 0.985
frozen

0405 B.Utter %nd other fats. and ex _butter =3.8+0.319 xbutter _ p_x-1.078 xbutter _ p_m 0.782
oils derived from milk

0409 |Natural honey ex honey =12 .88 —2.828 xhoney _ p_Xx—0.261 xhoney _ p_m 0.764
Other nuts, fresh or dried,

0802 |whether or not shelled or ex _nuts =19.32 —1.07 xnuts _ p_x+0.978 xnuts _p_m 0.809
peeled

0808 'f?sg:es' s s G s, ex _apple =0.37 —3.034 xapple _p_x+0.65xapple _p_m 0.911

1001 |Wheat and meslin ex _wheat =2.71 +1.676 x wheat _ p _x—4.512 xwheat _ p_m 0.985

1005 | Maize (corn) ex _corn =1.05 —7.217 xcorn _ p_x+0.148 xcorn _ p_m 0.971

1704 |Sugar confectionery ex _conf =-1.6-1.102 xconf _ p_x+2.626 xconf _ p_m 0.870
Bread, pastry, cakes,

1905 | biscuits and other bakers' ex _cake =8.99 +0.399 xcake _ p_x+1.137 xcake _p_m 0.991
wares

2002 Tomatoes prepared or ex _tomat =10.3-12.321 xtomat _ p_ x+ 0.143 xtomat _ p_m 0.786
preserved

2009 jFuriL(J:IetSJUIceS and vegetable ex _ juice =27.9+5.6x juice _ p_x+7.0x juice _p_m 0,745

2106 Food preparathr!s not ex _ food =1.64 —0.025 x food _ p_x-0.257 x food _p_m 0.911
elsewhere specified

Source: Authors’ calculations.
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From the set of goods analyzed, there are only a few goods which have reached competitiveness by
price, such as, for example, maize (corn), natural honey, apples, pears and quinces, fresh. Consequently,
price-competitive goods are primary product, but not the goods of the manufacturing industry.

Tomatoes prepared
Maize (corn)

Honey

Meat of bovine animals
Apples, pears

Other nuts

Juices

Sugar confectionery
Wheat and meslin
Bread, cakes

Butter

Food preparations

1 11 21 31 41 51 61 71 81 91

Figure 5. The relative competitive advantage by price for some goods, Republic of Moldova
Source: Authors’ calculations using own methodology.

Wheat and meslin have a competitive disadvantage by price because the market for these goods is
monopolized. Farmers with small households have to sell their production to other firms that specialize in
exporting grain. They sell their production at a price that is about %2 of the export price. As a result, farmers
hardly reimburse their expenses, and exporters get overpriced. This situation caused the wheat and meslin
to have a relative competitive disadvantage by price.

A new approach to assessing the competitiveness of goods by quality

The functions of export and import of analogue goods differ by the coefficient of price elasticity. This
difference lies at the basis of the elaboration of the relative competitive advantage by quality. The consumer
when deciding to buy the domestic or imported goods is guided by the quality/price criterion. Suppose both
import and export prices increased by 1%, as a result export volume increased by 4% and import by 2%.
Therefore, the exported goods are relatively more competitive than the imported one.

Summarizing the above, the author suggests the following formula to calculate the relative

competitive advantage by quality (RCAQ ):

AX % AM %
RCAQ = + (4)
AP % AP %

where: X - the export volume of the good,;

M — the import volume of the good;

P —the export price;

P_ —the import price.

A country reveals relative competitive advantage by quality in commodity for which this indicator by

modulus is higher than 1. The author applied this methodology for some merchandise and presented the
results of the calculation in Figure 6.
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Apples, pears
Tomatoes prepared
Maize (corn)
Bread, cakes

Meat of bovine animals

Honey

Butter

Sugar confectionery
Food preparations
Wheat and meslin
Other nuts

Juices

S22 N

Figure 6. The relative competitive advantage by quality for some goods, Republic of Moldova
Source: Authors’ calculations using own methodology.

and also we can find the technological sophistication of the product in this table.

Only four from the set of analyzed goods are competitive by price and by quality: apples, pears and
quinces, fresh; maize (corn); meat of bovine animals; tomatoes prepared or preserved. The first three
merchandises are primary products, but the last is agricultural-based manufacture. If a country's economy
relies on the competitiveness of primary goods, but not goods with a high added value, it will lead to
economic stagnation (Figure 6).
There is a summarize of the results of calculating competitiveness by price and by quality in table 2;

Table 2

The analysis of the competitiveness of some Moldovan agri-food goods by price, by quality and

technological sophistication

0202 | Meat of bovine animals, frozen + Primary products
Butter and other fats and oils .
0405 derived from milk - Primary products
0409 | Natural honey + Primary products
Other nuts, fresh or dried, .
0802 whether or not shelled or peeled * Primary products
0808 | Apples, pears and quinces, fresh + Primary products
1001 | Wheat and meslin - Primary products
1005 | Maize (corn) + Primary products
1704 | Sugar confectionery - Agricultural-based
manufactures
Bread, pastry, cakes, biscuits Agricultural-based
1905 \ =
and other bakers' wares manufactures
Agricultural-based
2002 | Tomatoes prepared or preserved + manufactures
I - Agricultural-based
2009 | Fruit juices and vegetable juices = .
Food preparations not elsewhere Agricultural-based
2106 o _
specified manufactures
Source: Elaborated by the author.
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In the Republic of Moldova, the technological lag is growing and, accordingly, the competitive
potential of many types of manufactured industrial products is falling. The processing industry is dominated
by the processing of agricultural raw materials. The export and import analysis on the main types of
production showed that the higher the degree of processing is, the lower competitiveness of Moldovan goods
is, because Moldova does not possess new techniques and advanced technologies.

Competitiveness

The level of scientific, technological and economic development of country
esmmHigh-tech products e=swHigh value added products Primary products

Figure 7. The correlation between competitiveness and the level of scientific,
technological and economic development of country
Source: [9, pp. 13].

Our country needs to restructure industry for lead to high level of economic development and welfare.
To achieve these goals, it is necessary to redirect all of its resources to the production of high value-added
goods and high-tech products, since these products will ensure the achievement of a high level of
competitiveness (Figure 7).

Conclusions

Moldova should restructure its national economy, exports and imports, and when choosing the
direction of specialization, it is necessary to use the principle of comparative advantages and take into
account the structure of its production factors. The state needs to pay attention to the development of those
branches of industry that have comparative advantages; it is necessary to redistribute production resources
from branches that are considered disadvantaged, in branches with relative advantages.

The economic growth of highly developed countries is not based on extensive factors, but on intensive
ones, on the introduction of progressive technology and the improvement of the quality of labour resources.
Achieving a consistently high level of competitiveness of the national economy is also based on intensive
factors.

On the basis of the researches we can conclude that it is necessary to develop production of the
following goods: high-tech products, high value added products, as well as high-technology manufactures.
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FERTILITY DYNAMICS IN SWEDEN, SPAIN,
THE CZECH REPUBLIC AND UKRAINE: A COHORTE PERSPECTIVE

Elena SOLDAN?, Master Student,
Academy of Economic Studies of Moldova
Olga GAGAUZ?, PhD,

National Institute for Economic Research,
Republic of Moldova

The present study aims to explore the dynamics of the cohort fertility in Sweden, Spain, the Czech Republic
and Ukraine. The postponement and recuperation of fertility are analysed in order to find the differences within
this process and how it is reflected in complete cohort fertility rate. The study is based on the Human Fertility
Database that provides high quality, comparable and detailed data for comparative analysis of the fertility
postponement and recuperation process of childbearing. The benchmark model proposed by Sobotka, Zeman,
Lesthaeghe and Frejka has been used as the main tool. The results show that the diversity of complete cohort
fertility rates of the 1970s cohort of women is determined by the different level of recuperation of the postponed
births. Sweden and the Czech Republic, which experience the stronger recuperation of the postponed births, have
a complete cohort fertility higher than in countries with weaker Recuperation Index (Spain and Ukraine). The
lower fertility levels of the early 1970s cohorts compared to 1960 cohort was driven by the diverse recuperation
attainment according to birth orders. The low fertility in Ukraine was influenced by the reduced recuperation
especially of the second birth, while in Spain the low fertility is also driven by the increase in childlessness. Due
to the policies that encourage gender equality and availability of high-quality childcare provision, Sweden has
a high recuperation of second and third birth. The limited recuperation of the postponed births in Spain is a
result of the persistence of double burden for women and of the rigid labour market. A successful transition to
the market economy and accessibility of childcare provision allowed the Czech Republic to have a recovery of
second birth higher than Ukraine.

Keywords: cohort fertility, postponement, recuperation, birth order, Sweden, Spain, Czech Republic,
Ukraine.

Prezentul studiu are scopul de a explora dinamica fertilitatii pe cohorte in Suedia, Spania, Republica
Ceha si Ucraina. Amdnarea si recuperarea fertilitatii sunt analizate din perspectiva identificarii diferentelor in
cadrul acestui proces si impactului asupra descendentei finale a cohortei. Studiul este bazat pe Human Fertility
Database care ofera date de inalta calitate, comparabile si detaliate pentru analiza procesului de amdnare i
recuperare a nasterilor. Ca instrument principal a fost utilizat modelul de referinta propus de Sobotka, Zeman,
Lesthaeghe si Frejka. Rezultatele arata ca divergentele in descendenta finala a cohortelor feminine ndscute in
anii 1970 sunt determinate de diferentele in recuperarea nasterilor amdanate. Suedia si Republica Ceha, pentru
care este specific un grad mai inalt de recuperare a nasterilor amadnate, se evidentiaza printr-o descendenta
finala a cohortelor mai inalta decdt in tarile cu un indice de recuperare mai slab (Spania si Ucraina).
Descendenta finald mai scazuta a cohortelor din anii 1970, comparativ cu cohorta din 1960, este determinata §i
de gradul variat de recuperare in functie de rangul nasterilor. Fertilitatea scazutd in Ucraina a fost influentata
de reducerea recuperarii, in special a celei de-a doua nasteri, in timp ce in Spania aceastd este determinatd si
de cresterea numarului de femei care catre sfarsitul perioadei reproductive nu au ndscut nici un copil. Datorita
politicilor care incurajeaza egalitatea de gen si disponibilitatea serviciilor de ingrijire a copiilor de inalta
calitate, Suedia are o recuperare ridicata a nasterilor de rangul doi si trei. Recuperarea scazuta a nasterilor
amdnate in Spania este rezultatul persistentei sarcinii duble pentru femeile nascute in anii 1970 si a pietei fortei
de munca rigide. O tranzitie reusita catre economia de piata si accesibilitatea serviciilor de ingrijire a copilului
a permis Republicii Cehe sd aibd o recuperare mai mare a nasterilor de rangul doi, decdt in Ucraina.

Cuvinte-cheie: fertilitate pe cohorte, amanare, recuperare, rangul nagsterilor, Suedia, Spania, Republica
Ceha, Ucraina.
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B cmamve npeocmasnenvt pesynvmamsl CpAGHUMENBHOLO UCCLEO08AHUSL OUHAMUKU POHCOAEMOCTHU
uepe3 npuzmy nokonenuti 6 Illeeyuu, Hcnanuu, Yexuu u Yxpauwe. Paznuuus 6 omknaoviéanuu u
B0CCIMAHOBNICHUU POHCOAEMOCIU PACCMAMPUBAIOMCS C MOYKU 3PEHUs UX GIUAHUA HA UMO206blll YPOBeHb
poarcoaemocmu kocopmul. HMccnedosanue ocrnosano na oannwix Human Fertility Database, obecneuusaroweii
BbICOKOKAUECMBEHHbLE, CONOCMABUMbIE U NOOPOOHBIE OaHHbLE O AHAIU3A NPOYECCa OMCPOUKU U Peanu3ayuil
OMIIOJHCEHHBIX 0eMOPOX*COeHUl. B kauecmee 0CHOBHO20 UHCIMPYMeHMA ObLIA UCNONb308AHA IMATOHHASA MOOEb,
npeodnodcennas Cobomrou, 3emanom, Jlecmezom u Dpetixoil. Pezyrvmamol ucciedosanusi noKasvleaiom, ymo
Pasnuyus 8 yposHe porcoaemocmu dtceHckux kocopm 1970-x 20006 posicoenust onpedensomcest pasHvbiM YyPOGeHb
B80CCMAHOBIEHUS OMCPOUeHHbIX OemopodcOenuil. B [llseyuu u Yewckou Pecnybnuxe, omauuarowuxcsa 6onee
BBICOKUM YPOBHEM Peanu3ayUL OMCPOUEHHBIX OeMOPONCOCHUL, UMO208ASL POHCOACMOCHTL KOLOPTHBL Bblle, YeM
6 cmpanax ¢ boee HU3KUM uHoexcom goccmanognenust (Mcnanus u Yxpauna). bonee Huskue yposHu umoeoeotl
poocoaemocmu kozopm 1970-x 20006 poosicoenus, no cpaguenuro ¢ kozopmotl 1960-x 20008, obycnosnensi
PA3TUYHBIM YPOBHEM Peanu3ayuu OMCPOUEHHBIX PONHCOEHUN 8 3a8UCUMOCIU Om NopsaodKa podicoeHuti. Huskas
Ppodicoaemocmv 8 YKpaune onpeoensiemcst CHUNCEHUeM peanu3ayuu OMIONCEHHbIX OemMOPONCOeHUl, 0COOEHHO
8MOpYBIX, 8 MO 8peMs Kaxk 8 HMcnanuu HU3KAs poxcoaemocms makice 00yCloeNeHd pocmom 06e30emHOoCH.
brnacooapsa nonumuxke, noowpsrougell 2eHOepHoe paBeHCMB0 U OOCHYNHOCHU BbICOKOKAYECHEEHHBIX YCIye HO
yx00y 3a demvmu, 6 Lllseyuu nabmooaemcs OMHOCUMETLHO BbICOKULL YPOBEHb Peau3ayul OMIOHNCEHHbIX
PpodicOeHull 6mopo2o U mpemve2o0 nopsoka. bonee nuzkuil ypoeemv 80CCMAHOGIEHUs OMCPOUEHHbIX
demopooicoeruti 8 Hcnanuu aeisemcs pe3yibmamom COXPAHAOWe20cs 080UHO20 OpeMmeHU O HCeHWUH U
JHcecmKUX Yeaogull Ha pvinke mpyoa. 1o cpagnenuio ¢ Ykpaunou ycneunulii nepexoo K pulHOUHOU SKOHOMUKe U
docmynHocms yciye no yxooy 3a oemvmu nosgoauau Yewicxoti Pecnybnuxe docmuub 601ee 8b1cOK020 YPOsHsL
peanuzayuu OMI0HCEHHbIX 0emOoPOHCOCHUI.
Knroueevie cnosa: podicoaemocms K02opm, OMCPOUKd, 60CCMAHOBIEHUe, NOPAOOK podicoerus, Lllseyus,
Hcnanus, Yexua, Ykpauna.
JEL Classification: J10, J13, J19.
UDC: 614.3

Introduction

By the early 21st century, the fertility transition from high to low fertility, from large to small families,
has been occurring in most populations around the world, but the biggest changes were recorded on the
European continent. Western European countries are among the first, which recorded significant changes in
fertility dynamics (the decrease in the average number of childbirth per woman and the increase of maternal
age at first birth). So far, many countries, especially from the northern Europe, have completed the process
of fertility transition, which is confirmed by the proximity of period fertility rates and completed cohort
fertility rates, while in other countries, especially in Eastern Europe, the fertility transition process is still
underway.The complex understanding of the fertility dynamics is critical for proper and efficient policy
measures for countries with low fertility in order to manage their economic, social and demographic
challenges and, to enable families to fulfil their reproductive rights.

The previous studies regarding fertility levels and trends in Europe at the very beginning of the
21% century draw attention to the diversity of low fertility across European regions, and no signs of
convergence between them [6, 17, 19, 5, 16, 15]. The early childbearing pattern was replaced by a late one
across all European countries, but with a different onset of postponing [12, 20, 18]. The delay in childbearing
occurred in the Western and Northern countries at the end of 1960s and starting with the 1990s — in the
Central and Eastern Europe [6]. Postponed births were eventually recuperated, but diversity persisted even
in the non-socialist country group: in Northern and some Western countries births were recuperated,
resulting in almost replacement quantum fertility levels, whereas in Southern and German speaking
countries recuperation has been significantly smaller [6].

The postponement of fertility as well as the drivers of the fertility delay were widely documented
[12, 18, 17]. Among the main factors leading to the delay in marriage and childbearing are the increasing
participation in the tertiary education [12], diffusion of modern contraceptive, increase in divorce rate, rising
aspirations for self-realisation and higher living standards, the transformation in partnership explained in
the Second Demographic Transition (SDT) framework [14]. The factors of the recuperation at later ages by
the cohorts of women remain quite limited, due to the family policies [20, 3, 1, 10, 15], attaining gender
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equality [16, 17, 18] and the acceptance of fertility outside the marriage [20], as well as labour and housing
market conditions [8].

This study is focused on the analysis of cohort fertility that can be a proper point of departure in order
to explain diverse social and economic mechanisms that influence fertility levels. While the cohort analysis
in European countries was well documented in previous researches, the detailed analysis by birth order has
remained scarce [22].

For comparative purpose, regions with different fertility, history pathways were selected. We choose
Sweden because this country is one of forerunner of the Second Demographic Transition [13], presents a
“Nordic fertility regime” [2] and has had a pattern of high recuperation and stable fertility close to two births
per woman [20].

The Southern region is one of the cases of very low fertility rates in developed countries related to the
new female reproductive behaviour and Spain is the country with such a fertility regime [8]. In addition, the
available data from Human Fertility Database was more detailed for this country.

The Czech Republic was found as a “model case of postponement transition among post-communist
societies of Europe” [19, p. 447] characterized by the rapid transformation to a late childbearing pattern
followed by a consistent recuperation at older ages.

Ukraine is the case study of very low fertility in Eastern Europe that experience many features of SDT
[17] and has similar pattern with former Soviet countries (Moldova, Belarus and Russian Federation) [9].

The late childbearing pattern has been adopted in Sweden and Spain, while in the Czech Republic and
Ukraine the late fertility timing is on the way to be installed. The extent to which delayed births were recovered
differs between selected countries and determines the current cohort fertility levels.

The main objectives of this study are:

- To compare the cohort fertility levels and trends by birth order in four countries with diverse
fertility levels;

- To compare the dynamics in fertility timing of the selected cohorts in Sweden, Spain, the Czech
Republic and Ukraine;

- Todetermine and compare the degree of recuperation of the postponed births in the selected cohorts
in Sweden, Spain, the Czech Republic and Ukraine;

- To analyse and compare the postponement and recuperation process of the most recent cohort by
birth order among the selected countries.

Data and methods of the research. The present study is based on data provided by Human Fertility
Database [11], that provides high quality, comparable and detailed data making possible the analysis of the
fertility postponement and recuperation process of childbearing. The cohort approach is the only way in order
to analyse which portion of postponed births was recuperated and which one was never realized [20, 18].

The Complete Cohort Fertility Rates (CCFR) were analysed for the cohort of woman at age of 40, while the
proportion of births that occur after, are yet small and have little impact on the overall fertility level. The advantage
of using CCFR until the age of forty (CCFR (40)) consists in possibility to analyse nine cohorts of women.

In order to explain the differences in recuperation attainment between cohorts and countries, we use the
methods proposed by Sobotka, Zeman, Lesthaeghe and Frejka [20]. In the benchmark model, postponement
and recuperation can be measured by age for any cohort of interest, which is compared with an older reference
cohort — the benchmark cohort. In this study, we use as benchmark the 1960 cohort for all four selected
countries. Although the postponement transition occurs in those countries at different times, the 1960 cohort
still has comparable young motherhood timing in all four countries compared with the early 1970s cohorts.
The three components of postponement transition (the recuperation index, the postponement component and
the initial fertility level) as the explanatory framework of cohort fertility diversity between countries were
detailed theorized in the same work. We explore it applying on the selected countries with diverse fertility
timing and cohort levels.

The result of research

The data shows that the complete cohort fertility decreased from one generation to another and the women
born in the late of 1960 and the early 1970 had a bellow replacement fertility level in all four selected countries.
However, the degree of cohort fertility decline is different and in some countries, a very low CCFR is recorded. The
CCFR (40) of the youngest cohort born in 1973 ranges from 1.32 in Ukraine and 1.49 and in Spain to a relatively
higher level of 1.88 and 1.78 children per woman in Sweden and the Czech Republic, respectively (Fig.1).

It is known that the new fertility behaviour has been observed in Sweden between cohorts of women
and diffused to other countries in 1940 [14]. At the same time, Sweden is the country with the most stable
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cohort trend. Among 27 cohorts of women, beginning with the 1939 the CCFR remained at the level
of 2.0 children per woman. The cohorts of the second half of the 1960s brought a decline in fertility to 1.9
children per woman that remained unchanged in the subsequent 10 cohorts, and is likely to remain quite stable.
In addition, during the period of fertility transition, the CCFR never fell to a very low level (the demographic
literature determined that a completed cohort fertility level of 1.75 children per woman is a threshold below
which cohort fertility becomes “very low” [22]).

Although in Spain the decrease in fertility occurred from quite high values, 2.6 children per woman for
the cohorts born in 1935-1939, the following dynamics has a sudden and continuous decline. Women cohorts
born in 1953 and later, have CCFR less than 2 children per woman and those born in 1959 and later have a
very low CCFR — less than 1.75 (Fig.1).

CCFR in the Czech Republic and Ukraine, as in other ex-socialist countries started to decline with
women born around 1960. This was apparently engendered by the collapse of the state socialist systems and
the onset of the transition to democracy and market economy.

The middle 1940s cohorts of women in Ukraine already had a level above replacement threshold: 1.8
children per woman, which remained quite stable for the subsequent two decades (Fig.1). The decrease above
1.8 began from the 1963 cohort that unregistered a level of 1.72 children per woman.

The cohort fertility level at the age 40 in the Czech Republic registered a stable level among women
born during 1935-1963, that was around 2.1 children per woman. As in Ukraine, the 1963 cohort of women
had a decline of fertility that continued in the subsequent cohorts. The decline, though, was not as prominent
as in Spain and Ukraine, and the complete fertility of the 1960s cohorts in the Czech Republic did not fall
below 1.9 children per woman.
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Figure 1. Completed Cohort Fertility Rates, selected countries, birth cohorts 1935-1975
Source: Human Fertility Database.

In all four countries, the age patterns of childbearing have been changing from one generation to the
next one. The delay of the first birth began in Spain among the middle 1950s cohorts of women and ten
cohorts earlier in Sweden [20]. For the youngest generation in these countries, the average age of the mother
at the first birth is close to the 30 years old, only the growth rate was different (Fig.2). In Sweden, increasing
in the mother’s age at the first birth has grown smoothly from generation to generation. The average age of
women at the first birth of the cohort born in 1974 is 28.3, having increased by 4 years compared with the
generation 1955. Available data for Spain show an increase in MAFB from 25.8 in the 1960 cohort to 29.6
and 29.8 in the 1973 and 1974 cohorts respectively. The increase of average age at first birth in Spain of the
1973 cohort compared with the 1970 cohort was +0.85 years. The MAFB of the 1955 cohort in Sweden was
25.1 and 28.2 in the 1973 cohort (+0.78 years).

In the Czech Republic and Ukraine situation is different, the young childbearing pattern is observed
in both countries. The increase of MAFB in the Czech Republic is prominent, beginning with the 1969
cohorts of women. The average age at first birth of the 1973 cohort of woman in the Czech Republic was
24.3, an increase by 1.2 years compared with the 1970 cohort. In Ukraine, an increase in average age at first
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birth is also noted, but at a smaller extent. The average age at first birth of the 1973 cohort was 22.5,
an increase by +0.27 years compared with the 1970 cohort.
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Figure 2. Mean age of woman at first birth, selected countries, birth cohorts 1955-1974
Source: Human Fertility Database.

The shift of the first birth to higher ages no longer occurred among the 1970s cohorts in Spain and in
Sweden, and a late childbearing pattern has been installed in these countries (Fig. 3, panel A, B). The later
fertility timing of the 1960-1970 cohorts is explained by the increasing youth enrolment in tertiary education
and by the increase of women labour force participation [12], as well as the changes in values, attitudes and
beliefs of youth.

The fertility postponement transition began in the East and Central Europe in the 1990s, but the early
1970s cohorts of women have adopted differently the new fertility calendar in the Czech Republic and in
Ukraine [19, 16], (Fig. 3 panel C, D). The age pattern of childbearing of the early 1970s cohorts in the
Czech Republic is characterized by a marked propensity of first birth postponing [7], while in Ukraine those
cohorts still experience an early fertility pattern [12, 16].

In the Czech Republic, the spread of modern contraception after 1990s and the rising demand for
tertiary education influence the late 1960s and the early 1970s cohorts to adopt the western characteristic of
family and childbearing behaviour [19].
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Figure 3. Changes in age specific cohort fertility rates, the 1940, 1950, 1960, 1965, 1970, 1973
cohorts of women, selected countries
Source: Author’s computation, Human Fertility Database.

The fertility transition that occurs through the postponement of births to older ages, as well as their
subsequent recuperation, had a distinct feature in the studied countries. Only 38% of postponed births were
recuperated at the age of 40 among the 1973 cohort of women in Spain, while the Recuperation Index in
Sweden was 64% (Fig. 4, panel A, B). The two welfare states differ in generosity of the family policies, the
level of the gender equality attainment both in public and private spheres, the labour market environment
that determine the work-family life conciliation, etc.

The level of postponed births did not necessarily determine the degree of recuperation. The 1973
cohorts in the Czech Republic show a higher level of postponement than Ukraine. At the same time, the
recuperation was also higher than in Ukraine (57% versus 24% (Fig. 4, panel C, D).

The weak recuperation of the postponed births in Ukraine, as in other former Soviet countries among
the 1970s cohorts is explained by the persistent economic uncertainty, social anomie and the continuous
double burden of the woman within families. The weak possibility to conciliate the work and family is
reinforced by the poor childcare services and the traditional gender roles within families.

Sweden can be considered a model case of social policies and gender equity in parenting that seem
to determine the relative high level of birth recuperation after age of 30s among the 1960s and 1970s cohorts
of women. The full recuperation of the postponed birth among the 1973 cohorts compared with the 1960
cohort was attained by no country.
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C.  The Czech Republic D. Ukraine
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Figure 4. Cumulated differences between cohorts of women born 1965, 1970, 1973
compared to the reference cohort 1960, selected countries, children per woman
Source: Author’s computation, Human Fertility Database.

Additionally, it should be added that the 1973 cohort experience in their youth not only the economic
challenges of the 1990s, but also the globalization process. In their 30s, the age of recuperation of postponed
childbearing, they had experienced the unprecedented increase in housing price followed by the 2008
economic crisis. The evidence from Spain showed that the labour and housing market deregulation might
limit the childbearing decision [3]. Hence, we presume that the economic context lived by the 1973 cohort
in their 30s could also influence the recuperation attainment of the postponed births in analysed countries,
although more evidences are required.

Spain, the Czech Republic, and Ukraine were compared with Sweden, as a model case of high cohort
fertility and strong tendency for recuperation. The CCFR (40) of the 1973 cohort of women registered a
level of 1.88 children per woman in Sweden. The absolute difference in complete fertility of the 1973 cohort
of women between Spain, the Czech Republic and Ukraine compared with Sweden was decomposed in
three components of the postponement transition (Fig. 5).
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Figura 5. The absolute contribution of the three components of the postponement transition
to the differences in CCFR (40) between Sweden and selected countries, the 1973 cohort
Source: Author’s computation, Human Fertility Database.

No.2 /2018



ECONOMIE §1 SOCIOLOGIE / ECONOMY AND SOCIOLOGY 83

The diversity in 1973 cohort fertility among the selected countries was influenced by the degree of
recuperation of the postponed births, by the initial fertility level and by the level of postponement. A smaller
CCFR (40) of the 1973 cohort of women in Spain compared to Sweden is determined by all three
components of the postponement transition to almost the same extent. As the postponement transition
occurred slowly in Ukraine, the difference in fertility level compared to the 1973 cohort in Sweden was
influenced at lesser extent by the postponement component but, rather by the smaller level of initial fertility
of the benchmark cohort and by the limited recuperation attainment.

A more detailed picture on the postponement recuperation process of the 1973 cohort provides
the benchmark analysis by birth order. The decomposition of postponement and recuperation process by
birth order 1, 2, 3+ of the 1973 cohort compared to the 1960 cohort is illustrated in the figure 6.

Postponed first births of women born in 1973 in Sweden were almost fully recuperated (99%) and a
high proportion of the delayed first births were recuperated in Spain (60%) and the Czech Republic (80%).

Sweden still shows a high propensity to recuperate the second child (88%), but fertility recovery at
3+ births is limited. The overall modest Recuperation Index of the 1973 cohort of women in Spain is the
result of the scarce recuperation at second and especially the 3+-birth order.
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Figure 6. Cumulated differences by birth order between cohorts of women born 1973 compared
to the reference cohort of 1960, selected countries, children per woman
Source: Author’s computation, Human Fertility Database
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In Sweden, Spain, and the Czech Republic, the Recuperation Index decreased in step with the birth
order increase. The recuperation component of the 1973 cohort in Ukraine followed a different pattern, as
the postponement began with the second child, and, as the early childbearing pattern at first birth is still
maintained in the region (Fig. 6).

Another phenomenon contributing to reduction of CCFR is the increase in the proportion of women
who did not give birth during the reproduction period. The largest increase in the proportion of childlessness
women is recorded in Spain. In ten consecutive cohorts, this indicator increased from 10.4% to 18.4%. In
Sweden is noticed a stabilization of the situation. The proportion of women who did not give birth to any
child dropped from 13.8% among women born in 1961 to 12.2% among those born in 1970. Although in
the Czech Republic and Ukraine there has also been an increase in the proportion of childlessness women,
however, this indicator remains much lower than in Sweden and Spain (Fig. 7).
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Figure 7. Proportion of childlessness women born in 1961-1979 years
Source: Human Fertility Database.

Family policies became a relatively usual attribute of the contemporary European society, as a
response to fertility decline in the second half of the 20th century. The incentives for fertility have developed
from being pro natalist and intrusive to social welfare policies aimed at providing a minimum level of social
security, education and childcare provision, gender equity and balanced work and family life.

Family policies in Sweden are not directly aimed to boost the childbearing, but rather to encourage
woman’s participation on the labour market, to improve gender equality and work-private life conciliation
[1]. Overall, it includes a set of facilities mostly started in the 1974 and made the social and family policies
in Sweden one of the most generous in Europe: the parental leave with a benefit of 80% of earned income;
facilities, when there are no more than 30 months between children (“Speed premium”); the ten benefit days
awarded to the father in connection with each childbirth (“Daddy days”); time for sick-child leave (up to
120 paid days per year per child); cash child benefit and house-rent support in case of need; all-day day-
care and all-day schools provision [10]. Thus, those measures were reflected in the complete fertility level
and number of children in families in Sweden, that remained stable for many generations [8, 1], (Fig. 1).
Combination of employment and parenthood is also promoted through the significant provision of high-
quality public childcare in Sweden. This is also considered to be as a guarantee of equality regarding the
provision of care and education and the redistribution of resources between children among social classes
and ethnic origin [15].

The generous income transfers in Spain during the Franco dictatorship (1936-1975) aimed at keeping
women at home, caring for their families, as well as at raising birth rates [5]. Given the transition to
democracy, social policy has been changed prioritizing sufficient allowances and protection for the
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unemployed. The proportion of social protection expenditures for families and children in GDP still were
one of the lowest in the European Union [8]. The maternity leave has increased successively up to 16 weeks
in 1989 and expanded to 18 weeks in 2007, in the case of children with disabilities [5]. Since 2007, the
employees have also been entitled to cut back their working hours from 1/8 to 1/2 with a proportional cut in
their salaries to take care for children under the age of eight after. The introduction in 2003 of an allowance
of up to 1.200 euros yearly for children under the age of three is only granted to mothers who work and pay
a social security tax, but not to those who are on leave or have a non-paid job [5]. The care for children
under age three, was very low (13.5%) and takes place primarily in informal contexts (family or baby —
sitters). Hence, the low cohort fertility rates, as well as the prominent childbearing delay and increase
in childlessness in Spain is the result of the limited social support. The family policies in Spain mirrored
the employment relationship while successful improvement in work and family balance remains scarce
in the region.

The policy measures during the socialist era in the Czech Republic had a pro natalist and
interventionist character [19]. By the 1970s, families with children in Czechoslovakia received one of the
most generous social benefits available behind the Iron Curtain [4]. Having children greatly contributed to
the access to an apartment rental, entitled parents to significant allowances and payments, and made women
eligible for earlier retirement. Thus, the country had one of the lowest proportion of childless women in the
region [19, 4] and cohort fertility remained quite stable among the 1940-1955 cohorts of women. Family
policy measures after 1989 became less focused on the number of family members and mostly based on
social welfare policies aimed at reducing income inequality, preventing poverty and providing a minimum
level of social security. Since 1990, all mothers were able to receive paid maternal leave regardless of the
number of children. Since 1995, paid parental leave was further extended until the child’s fourth birthday,
making the paid post-natal period in the Czech Republic one of the longest in Europe [19]. During maternity
leave (28 weeks), women receive 69% of their previous salary with a possibility of unlimited additional
part-time income allowed since 2004. Day-care enrolment rates of children aged 3-5 have remained high
since 1990, reaching 88% in 2005, while the public provision of nurseries has practically collapsed due to a
combination of extended parental leave [19]; however, two-year old children are frequently admitted to day-
care facilities. Thus, due to those incentives, despite the prominent fertility postponement after 1990s, the
early 1970s cohorts of woman in the Czech Republic registered a high level of fertility recuperation.

After Ukraine gained independence in 1991, the Ukrainian government began to finance its own
social protection programs, but the proportion dedicated for family programs was minimal. Child assistance
has increased substantially since 2005. It was introduced a one-time payment of $677 following the birth of
a child, and $1023 to be paid throughout the course of the next year. Additionally, during three years after
the birth of a child, women could receive maternity payments based on household income, but not less than
$18 per month [16]. The access of the payment benefit is also important (one-time payment following the
birth of a child and during three years after the birth of a child) those benefits however were limited [16].
Some regions experienced budget deficit, thus the payments could be delayed. Moreover, the application
process was limited to a six-month period when mothers had to collect many documents and to deal with
inefficient bureaucracy. The payments also do little to address larger socio-economic problems, such as low
living standards, insufficient wages, or expensive housing [16]. Thus, although the Ukraine’s family policy
appears to be generous in terms of payment and maternal leave, the irregularities of payment, insufficient
support throughout the period of childrearing, the neglect of childcare facilities and poor accessible housing
reduce the policy’s effectiveness.

Family policies in the analysed countries differ with respect to their magnitude, the attainment in
work and family life balance, gender equity and the ability of the state to systematically and into a well-
organized way improve them. The Swedish family policies can be considered a model case of policies
supporting childbearing due to its social orientation, effective organization and generosity that seem to be
effective on both the well-being of families and its member's number.

Conclusions

The results of the research show that the diversity of fertility levels of the 1970s cohort of women is
determined by the diversity in recuperation of the postponed births. Countries such as Sweden and the Czech
Republic, which experience the stronger recuperation of the postponed births, have a final cohort fertility
higher than in countries with weaker Recuperation Index, such as Spain and Ukraine. In addition, the study
revealed that the low fertility levels of the early 1970s cohorts compared to 1960 cohort in the four analysed
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countries were driven by the diverse recuperation attainment according to birth orders. The low fertility in
Ukraine was influenced by the reduced recuperation especially of the second birth, while in Spain the low
cohort fertility is also driven by the increase in childlessness. The stronger recuperation of the second birth
explains the relative higher cohort fertility levels in Sweden.

The comparative approach has allowed identifying some factors that have influenced different levels
of birth recuperation. Due to the policies that encourage gender equality and availability of high-quality
childcare provision, Sweden has a high recuperation of second and third birth. The limited recuperation of
the postponed births in Spain is a result of the persistence of double burden for women born in the 1970s
and of the rigid labour market. A successful transition to the market economy and accessibility of childcare
provision allowed the Czech Republic to have a higher recovery of second birth than other ex-socialist states
such as Ukraine. In the later, the early fertility regime is still being maintained among women born in the
early 1970s, while the low recuperation of second births is the result of insufficient childcare provision, the
deteriorated intergenerational support, a continues double burden for working mom and weak accessibility
of housing.

The future fertility trends in Spain, the Czech Republic and Ukraine will be conditioned by the social
reaction to the continuous decrease in fertility among young women cohort. The economic and social
stability presents the main factors that will influence the reproductive behaviour of the younger generations.
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The aim of the presented paper is to indicate the role of education with regard to the concept of active
ageing as a phenomenon which is stimulating and determining sustainable development. The presented
deliberations are mainly of theoretical character, extended with literature of the subject and statistical
studies. The main conclusion coming from the paper is the conviction that systemic and long-term education
is an opportunity and guarantee of active ageing, it favours the social inclusion of an individual and
conditions the implementation of sustainable development.

Keywords: adult education, ageing, development, lifelong learning, participation.

Scopul lucrarii consta in descrierea rolului educatiei in cadrul conceptului de imbatranire activa ca
fenomen care stimuleaza si determind dezvoltarea durabild. Deliberarile prezentate sunt, in principal, de
naturd teoreticd, bazate pe analiza literaturii de specialitate si datelor statistice. Concluzia principald a
studiului se rezuma la faptul ca educatia sistemica si pe termen lung este o oportunitate si garantie pentru
imbatranirea activa, favorizeaza incluziunea sociala a unui individ si creeaza conditii pentru dezvoltarea
durabila.

Cuvinte-cheie: educatia adultilor, imbatrdinire, dezvoltare, invdtarea pe tot parcursul viefii,
participare.

Lenv pabomwl cocmoum 6 ananuze poau 06pa308aHuUs 8 PAMKAX KOHYENYUU aKmueHo20 CMapeHus, d
makaice Kax axmopa, CmuMyaupyowezo u onpeoeisowezo yemouyusoe pazsumue. Ilpeocmasnennvie
pe3yrpmamuvl HOCAM 6 OCHOBHOM MeOpemuyecKull Xapakmep, OCHOBAHbL HA AHAU3E AUMepamypvl u
cmamucmuyeckux OauHuIX. [71a6Hbll 661600 UCCIEO08AHUS COCOUM 6 MOM, YMO CUCHEeMHOe U
00120CPOUHOE  00pA308aHUe SAGIAEMC B603MOJICHOCMbIO U 2apanmuell 01 AKMUBHO20 CHApPeHus,
cnocobcmeyem CoyuanbHoOl UHmMe2payuy UHOUSUOA U CO30AHUIO YCI08ULL OIS Pearu3ayuu YCmouiueo2o
pazeumusi.

Knrouesvie crosa: obpazosanue 3pocivix, cmapenue, passumiie, Henpepuléhoe ooyueHue, yuacmue.

JEL Classification: P46, 119, 129, N30.
UDC: 316.74:37

Introduction

Traditionally formed values, life, social and professional experience are the foundation of human life.
In the postmodern world, however, we experience so many changes that they force us to undertake intensive
update of our own identity, which may lead to uncertainty, anxiety, insecurity or doubt. Such new
experiences can be particularly difficult to an elderly person who faces challenges he or she has never faced
before. The patterns of ageing and experiencing old age differ from those fixed in our awareness, which
may make experiencing one's own old age extremely difficult. On the one hand, the average life expectancy
is increasing, as a result of which the period of experiencing old age is increasing in a natural way. On the
other hand, acquired lifelong experiences will generate the quality of ageing thus contributing to sustainable
development.

I define education as a complex process which should prepare an individual and society to the ageing
process. It is not only the matter of being aware of changes taking place in life but also being able to adapt
to such changes ensuring the longest possible independence and self-reliance to oneself. Therefore,
education is an inherent part of active ageing, and its role in individual stages of human lifecycle is becoming
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more and more important. In the concept of active ageing learning is perceived as a lifelong and continuous
process comprising all areas of human life. In such a dimension education is implemented in the formal,
informal and non-formal system. Each of those systems aims at teaching so that it could be possible to live
together and participate in social life, to know how to participate in this life and derive as many benefits
from it for oneself and for society as possible.

Education for old age and in old age - the update of knowledge, qualifications and skills

It is assumed that education can facilitate seniors' adaptation to social, cultural or economic changes
which accompany contemporary societies. It is important for it to start at an early period of life, owing to
which "meeting old age" will be less acute. Special significance of education should be assigned to middle
age, when the first signs of the ageing of the body appear. It is usually the time of reconciliation with the
fact that children are gradually leaving home and becoming independent, and the time of care for ageing
parents. Thus, a necessity appears to accept conflicting trends arising from biological, physical, mental or
economic changes [1].

Therefore, youth and old age, activity and passivity, integration and isolation can occur
simultaneously, and the acceptance of these trends will be the sign of wisdom and maturity towards the
experienced changes. In middle age we should consolidate and develop competences acquired previously,
and acquire new ones which will enable to keep balance between the past, the present and the future, which
will be the testimony of the implementation of specific developmental tasks [14].

Taking the above into consideration, we can assume that preparation to old age will consist in
maintaining life activity as long as it is possible due to health reasons with the simultaneous maintenance of
previous interests and discovering new areas within family and social contacts. Such activities may serve
the limitation of the social isolation of seniors and primarily their loneliness, but this requires high awareness
of one's own needs and habits, as well as the ability to adapt to changing conditions [10].

Education, as a system of learning and acquiring competences, has such varied areas of influence that
it can be implemented both in educational institutions and outside them, for example in the family or social
environment [11]. Elderly people use mostly informal and non-formal forms of education, implemented
outside the institutional education system. Thus, in the process of seniors' education a lot of importance is
attached to practical activities which are often implemented during conversations and social meetings, where
the exchange of information is the source of knowledge and keeping in touch influences the perception of
the world surrounding us. This learning affects better understanding of the world and oneself [16], which
translates into a better quality of living.

The civilisation progress and the dynamic social development impose permanent learning on an
individual, which is defined as a lifelong process of acquiring knowledge, qualifications and skills. This
form of education, along with formal and informal education, plays a special role in the process of the
preparation to old age, and its advantage is a lot of freedom in the choice of tools and methods responsible
for a change in the perception of old age and the role of an elderly person in society [6].

A characteristic feature of the elderly population is high variety in terms of the level of education,
family or economic situation, because of which their educational needs will be also varied. It is also related
to life experience they have acquired all their life, to habits and expectations towards the approaching or
just experienced old age. In the period of late adulthood and early old age there is the reduction of
opportunities to extend one's competences, because of which the sense of rejection, isolation and uselessness
may intensify [21]. Therefore, it is very important to create an educational offer for seniors, which would
consider their resources and individual needs. Thus, it indicates the necessity to design educational activities
for the elderly that would take into consideration changes taking place in their lives [17].

The elderly, through the participation in education, more and more often find not only intellectual and
cultural entertainment but also mental training which is the path to permanent development and maintaining
self-reliance and independence as long as possible [5]. Therefore, the concept of lifelong learning, according
to which education is an open and never ending process, is becoming more and more important [13]. In such
an approach, it is implemented through all aforementioned forms of education which are undertaken
throughout one's life in order to broaden one's knowledge, develop skills and competences in the individual
and social context. Via lifelong learning an individual has an opportunity to become the source of
competitiveness not only on the labour market but also in the sphere of social and family life. Thus,
promoting the lifelong learning concept serves to support active and productive ageing.
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Contributing to the continuous development of an individual, lifelong learning meets the assumptions
of sustainable development, which aims at self-improvement of an individual, the prevention of social
exclusion and an increase in the value of human capital [3]. Ultimately, it translates into economic growth
and the improvement of the quality of living of citizens. Therefore, we can assume that by raising
educational awareness and expenditure on education it is possible to create innovative economy
guaranteeing the responsible development of future generations.

Active ageing in the context of sustainable development

The problem of undertaking activity by elderly people inscribes into the concept of successful ageing,
which defines three basic criteria authorising to claim that this is the type of ageing we have to do with. The
most important determinants are considered to be low level of disability, high level of independent physical
and mental functioning, as well as active participation in life [6]. According to the adopted concept, it means
the use of all available human resources for the optimal preparation to the ageing process. Ageing is a natural
process and valuable experience for the vast majority of people. The way of going through old age will
depend on external and internal factors complementing each other. In terms of internal determinants, a
significant role will be played by in-born psychological predispositions, responsible for the state of will and
mind, as well as individual qualities of an individual. External factors always depend on an individual's
living environment, including, among others, place of residence, housing conditions, professional and
family situation, social position, accessibility to medical services and their quality [8].

In accordance with the sustainable development concept, also the EU, referring to the problems of
ageing, is developing the promotion of active ageing which is defined as a tool of prevention against
population ageing by influencing individuals and making them aware of the necessity to prepare to long
individual old age. The preparation involves job, health, education, social activity or securing proper level
of life [19]. The main assumption of the promoted concept of active ageing is the belief in the necessity of
the longest possible maintenance of social utility of an individual, which refers to all areas of an individual's
area of activity with the exclusion of housework, care and assistance to family members and friends [20].

In the context of active ageing, attention is paid to human life as a process in which an individual
should properly prepare to old age. Any forms of activity condition meeting human needs, fulfilling specific
social functions, functioning in a group and in society. Lack of activity in this case may bring about the loss
of the acceptance of the environment up to isolation and social exclusion, and, in consequence, loneliness
[18]. Therefore, the theory of activity remains naturally the opposition to the withdrawal theory according
to which with age elderly people give up previous forms of activity. The condition of successful and
satisfying old age may lie in long-term implementation of all kinds of activity which will translate into
seniors' quality of life and their self-assessment. All possible forms of activity may be regarded as a very
important psychological and physical need in any age, and lack of patterns of spending free time actively is
a consequence of common and passive lifestyle [7].

Acquiring patterns of active ageing is conditioned by adequate traits of an individual, which will play
important cognitive functions in everyday life. Among them there are: courage, optimism, honesty, hope,
insight, ability to engage and struggle against difficulties. They will be responsible for increasing the
well-being of an individual, even when accompanied by the worsening health or occurring unfavourable
changes in an individual's life. Positive ageing being a pillar of active ageing is a specific state of mind and
specific strategy of activity [12]. Experiencing old age and shaping this process actively require internal
discipline and individual work consisting in the use of motivation and possessed resources to accept age-
related changes. It also seems purposeful to adjust choices of a specific lifestyle to physical and mental
abilities of a person so that it could be possible to experience satisfaction from the quality of one's own life.
Moreover, the ability to notice positive aspects of own life by keeping distance to difficulties being the
consequence of the ageing body is also significant. Also the technique of adaptation to changing
conditionings and the ability to make use of various forms of support in the situation when independence
becomes limited is also necessary [8].

In the course of research works, the concept of active ageing spread to all aspects of human life and
began to be identified with social productivity expressed as abilities of people to live productively in society
and in economy, during the whole ageing process, thus contributing to sustainable development. In such an
approach the elderly should have the ability to make choices as for spending their free time or the dynamics
of professional and social activity. On the other hand, when choices are limited by health, architectonic, urban
barriers, maladjustment of the workplace, then systemic solutions eliminating such limitations should work.
Such an approach becomes an inseparable part of the multidimensional concept of active ageing created by
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the World Health Organisation, which draws special attention to the necessity to optimise complex activities
influencing the improvement of the quality of seniors' life. Therefore, there is an indication to health,
participation and safety, owing to which people should learn all their life, retire gradually and in later age,
maintain activity taken on previously. Good physical condition and high fitness is supposed to serve this goal,
which will enable to perform family functions, pursue life passions and creative activities, do sport and
tourism, participate in the life of local community, develop voluntary work [9].

In addition to the concept itself, the World Health Organisation defined the most important
determinants of active ageing, of which it regarded gender and cultural conditionings as the most significant.
The pattern of ageing will be defined by norms, values and customs which operate in the family environment
and local community with the simultaneous social acceptance for individual stages in human life, and most
of all the last stage, related to old age and ageing. The other important factor responsible for ageing is
considered to be gender which sets male and female roles in this process. Women are more often endangered
with poverty and social exclusion in the old age stage, as a result of greater involvement in the household.
It is often related to the necessity of providing care to other family members, including children,
grandchildren, dependent or disabled relatives. On the other hand, men are more frequently exposed to
diseases and occupational risks, as well as bad health being the consequence of using stimulants or the lack
of proper preventive medicine [9].

Therefore, active ageing is a multidimensional process for which detailed activities aiming at the raise
in the quality of life of the elderly are responsible, and this will translate into the reduction of public spending
related to retirement benefits, health and care provision services.

Ultimately, also the reduction of burdening with seniors should be expected. In order to achieve such
benefits, active ageing should consider all activities activating seniors, and its main task should be the
prevention of social exclusion of this group. It means the necessity of education until old age, which should
be acquired in each stage of human life, and education in old age, which will facilitate overcoming
difficulties arising from the ageing of the body. We learn activity all our life so that in the last stage of life
active ageing could be the consequence of active participation.

Educational activity of elderly people in Poland and in the European countries

Seniors in Poland are characterised by low educational participation measured with the participation
in formal and informal education. Educational activity of seniors is characterised by a significant level of
diversity in terms of gender, place of residence and education. Unfortunately, also age significantly affects
the level of participation in education, the older people are, the less frequently they take part in raising
competences. Among people above 50 in 2011 more than 67% did not participate in any form of education.
Informal education, most popular among seniors, dropped from 24.5% in the group of 50-54 year olds to
15.6% in the group of 65-69 year olds. A dynamic decline is also observed in the case of non-formal
education which in the case of the population of people aged 65-69 was only 2.8%, and among people aged
50-54 the percentage was 17.9% [2].

Table 1
Adults (aged 25-64) participating in education and training in Poland in the years 2012-2016, %
2012 2013 2014 2015 2016
Poland 4,5 4,3 4,0 3,5 3,7
Female 51 4,9 3,6 3,3 4,0
Male 3,8 3,8 4,3 3,8 3,4

Source: GUS 2017, Kapitat ludzki w Polsce w latach 2012-2016, p. 150.

Low educational participation of the elderly in Poland is the consequence of passiveness of the
involvement in the life-long learning process. The analysis of the scale of participation in education of
people aged 25-64 shows that the participation rate in this age group in any form of education has been
decreasing since 2012. Higher educational activity is presented by women but over the recent years,
unfortunately, also in this group the percentage of participants in forms of education and learning has gone
down. For comparison, the percentage of adult Europeans (EU-28) taking part in education and learning in
2016 was 10.8% and it was by 1.7% more than in 2011.
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The European countries in which the participation rate in life-long education has exceeded 20%
include Switzerland, Denmark, Finland, Sweden and Island. On the other extreme, in addition to Poland,
there are Romania, Bulgaria, Slovakia, Croatia and Greece [4] [Eurostat, 2017].
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Figure 1. Participation of people aged 25-64 in education and learning in Europe, in 2016
Source: Own compilation based on: Eurostat 2017, Adult learning statistics, Lifelong learning, 2011 and
2016, http://ec.europa.eu/eurostat/statistics-explained/index.php/File:Lifelong_
learning, 2011 and 2016 (") (%25 _of the _population_aged 25 to 64 participating in_education_and
_training)_YB17.png [15.12.2017].

We reach similar conclusions using the data of Labour Force Survey, conducted by Eurostat in 2015,
which analyses participation in education or learning of people aged 15-74. In Poland the participation level
of the elderly aged 55-74 in education and learning is among the lowest in the EU countries and is as low
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as 0.6% in comparison with the average of 4.8% in the studied countries and 22.0% in Denmark — the
country being the leader of the studied activity. Such low educational activity of seniors in Poland is a
permanent phenomenon and in the last decade the participation level never exceeded 1%. What is also
surprising is high discrepancy between the participation level in education and learning of people at the
threshold of adulthood, aged 15-19, and elderly people, aged 55-74. In Poland, educational activity of young
people is the highest among the EU countries and makes up 92.5%. With 0.6% of activity of seniors we are
on the last position, with the highest difference in the participation levels of the youngest and the oldest age
groups included in the study®.

Conclusions

The participation of elderly people in educational projects is one of the areas of the active ageing
concept. Regardless of deficits which occur in the human lifecycle, we can prepare to old age and ageing.
However, we should learn positive and active ageing before we grow old, and in fact it would be the best to
be able to learn all our life. Yet, to do this, adequate education is needed which will be addressed to
individuals and the whole society. Taking into consideration ageing people, education in old age will
facilitate their "adaptation" to changes undergoing in their lives, in the personal, health and social spheres.
This area of the impact of education will also involve taking new social roles and preparing to individual
old age. The confrontation of acquired competences with the future stage of life should enable partial
maintenance of the possessed areas of activity and discovering totally new ones.

Due to very low participation in lifelong learning in Poland, the development of education in the
active ageing process requires numerous systemic actions. First of all, a group of participants should be
defined, which would consider elderly people, teenagers, entrepreneurs and employers, social and
educational institutions. An important task is also striving for the growth of the awareness that the
development of education in the lifelong learning process will be one of the determinants of the quality of
life. A proper educational offer is needed for that, adjusted to the needs and abilities of each group of
participants. Only then can such long-term and systemic actions contribute to the development and
reinforcement of specific educational culture which will strengthen its position in the active ageing concept.
Today, the population ageing process is posing new tasks to the education system, especially the lifelong
one, and it is expected that the development of this system will contribute to better experiencing old age and
preparation to it.
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The Republic of Moldova is among the countries with a high mortality from external causes of death,
for males being 2.6 times higher than in the Western European countries and 1.5 times higher for females.
The purpose of the study is to analyse trends in mortality from external causes of death and to estimate its
contribution to the change of life expectancy at birth between 2000-2014 years. The study is based on the
Human Cause-of-Death Database and on the residence population data. The results of the research show
that mortality due to external causes of death stagnates for both sexes in 2000-2014 years. A higher level
of mortality due to external causes of death is specific for men. External causes of death account for 20%
of total increase in life expectancy at birth for 2000-2014 period in case of males, for females the impact
of external causes is just over 9%. Mortality due to external causes of death is characterized by a much
younger structure compared to general mortality. In case of males over 80% of the total deaths for the
15-19 age group are due to external causes of death. The increase of the share of deaths due to external
causes is observed in the 20-24 and 25-29 age group. For males, the main five subgroups of external causes
are suicide and self-inflicted injuries, other accidents and late effects of accidents, transport accidents, other
accidental breathing threats, accidental poisoning with other substances. For females, there are
other causes: other accidents and late effects of accidents, other accidental breathing threats, suicide and
self-inflicted injuries, transport accidents, assault. Males mortality for different subgroups from external
causes of death is four times higher than that observed for females.

Keywords: external causes of death, structure, discrepancies, contribution.

Republica Moldova se situeaza printre tarile cu un nivel inalt al mortalitatii prin cauze externe de
deces, pentru barbati aceasta fiind mai inalta de 2,6 ori decdt in tarile Europei de Vest, iar pentru femei de
1,5 ori. Scopul studiului a constituit analiza tendintelor mortalitdtii prin cauze externe de deces §i estimarea
contributiei acesteia la formarea diferentei in speranta de viatd la nastere intre anii 2000-2014. Studiul se
bazeaza pe datele din Human Cause-0f-Death Database si datele cu privire la populatia rezidenta.
Rezultatele cercetarii demonstreaza ca mortalitatea prin cauze externe de deces in perioada 2000-2014
stagneazd, iar in grupele de varsta 20-24 si 25-29 ani este inregistratd o crestere a ponderii deceselor prin
cauze externe. Un nivel mai inalt al mortalitatii prin cauze externe de deces este specific pentru barbati.
Cauzele externe de deces explica 20% din cresterea totald a sperantei de viata la nastere pentru barbati §i
putin peste 9% pentru femei. Mortalitatea prin cauze externe de deces este caracterizata de o structurd mult
mai tdnara comparativ cu mortalitatea generald. Pentru barbati peste 80% din decesele inregistrate in
grupul de vdrsta 15-19 ani revin deceselor prin cauze externe, principalele cinci subgrupuri ale cauzelor
externe de deces fiind: suicidul si autovatamari intentionate, alte accidente si efecte intdrziate ale
accidentelor, accidente de transport, alte accidente afectdind respiratia, otravirea accidentald prin si la
expunerea la alte substante. Pentru femei se evidentiaza alte cauze principale: alte accidente si efecte
intarziate ale accidentelor, alte accidente afectand respiratia, suicidul si autovatamari intentionate,
accidente de transport, agresiune. Mortalitatea barbatilor pentru diferite subgrupuri ale cauzele externe de
deces este de patru ori mai mare decdt cea observata in cazul femeilor.

Cuvinte-cheie: cauze externe de deces, structurd, discrepante, contributie.

Pecnybonuxa Monoosa eéxooum 6 yucio cmpan ¢ 6blCOKUM YPOGHEM CMEPMHOCIMU OM GHEUHUX
NPUYUH, KOMOPBLIL No cpagHeHuio co cmpanamu 3anaouot Eeponvt 6 2,6 paza eviuie 0151 MYJHCUUH U 6
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1,5 paza — ona scenupun. Llenvto 0anno20 uccie008anus A61emcs anaiu3 MmeHOeHYUull CMepmHOCIU Om
BHEUHUX NPUYUH CMEPTU U OYEHKA ee 8KAA0A 8 USMEHEHUE OANCUAAEMOU NPOOOIHCUTNENLHOCTIU JHCUSHU NPU
pooicoenuu ¢ 2000-2014 z22. Hccnedosanue ocnosano na oannvix Human Cause-0f-Death Database u
OAHHBIX 0 HATUYHOM HacereHuu. Pesynbmamsi ucciedosanus nokaseiearom, umo 3a 2000-2014 22. yposens
CMepmMHOCU OM BHEUWHUX NPUYUH USMEHUICA He3HAYUMENIbHO, a 8 803pacmublx epynnax 20-24 u 25-29 nem
HaO0Oaemesi HeKOmopoe ygeaudenue 00U cmepmel Om GHEeUWHUX NpuyuH. Buewnue npuuunvt cmepmu
cocmasasirom 20% om 00uje2o nosviueHus 024CU0aemMol HPOOOIHCUMETLHOCHU HCUSHU NPU POAHCOEHUU 015
myosrcuun U uyme Oonee 9% oaa ocenwun 3a 2000-2014 22. CmepmHocmb 0om 6HEWHUX HPUYUH
Xapakmepuzyemcs 2opazo0o 6oee MOIOOOU CMPYKMYPOU N0 CPABHEHUIO ¢ 0bweti CMepmHOCmbIo, cpedu
myoscuun 6onee 80% ecex cmepmetl 6 ospacmuoil epynne 15-19 1em 00ycio6nieHvl HeUWHUMU NPUHUHAMU
cmepmu. JIisi MYJICUUH OCHOGHbBIE HAMb NOOSPYNN GHEWHUX NPUYUH COCMAGIIOM camoybuticmea u
NPeOHaAMEPEHHOE CAMONOBPEICOeHUe, MPAHCNOPMHbIE HECUACMHbIe CIYYaU, Opyeue HeCcuacmHubvle Cryyau
U OMCPOYEHHBIE NOCTeOCMBUSL HECUACHBIX CYYaes, Opyeue Hecuacmmuvle Ciyuau ¢ yepo3ot ObIXaHUIo,
cyuatinoe ompasienue u 8o30elicmesue OpyeuMu seujecmeamu. JIis JdceHuun 0CHO8HbLe NO02PYNNblL NPUYUH
COCMAsIAIOM: Opyeue HeCUACmHble CIYYAU U OMCPOUYEHHbIE NOCICOCMEUS HeCUACMHbIX Cyuaes, opyaue
Hecuacmmuvle Cayuau ¢ yepo3ot ObIXAHUI, CaMoyOulicmea U HNpeoHaMepeHHOoe CaMonospexcoenue,
MpaHCnopmuble Hecuacmuvle caydau, Hanadernus. CMepmHoOCmb MYHICUUH 8 NOOSPYRNAX GHEUHUX NPUYUH
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Introduction

According to WHO data, mortality from external causes of death is in the 10 top leading causes of
death across all countries. Mortality from external causes of death in the European Union countries is the
fourth leading cause of death in the total population of EU 28. About 60% of all deaths in the 20-24 age
group are from external causes of death. There are regional variations of up to four times between mortality
rates from external causes of death among countries in the region [16]. The main cause is the suicide
followed by other accidents, unintended falls and transport accidents.

At the same time, there are substantial discrepancies between the Eastern and Western European
countries mortality patterns, which lies not only in the level of mortality rates but also in the probability of
the newborn death, due to a particular cause. Thus, the specificity of the mortality pattern in the Eastern
Europe differs from that in the Western Europe by the excessive mortality from external causes, especially
in the case of males [12].

The issue of death from external causes of death is more important in low and middle-income
countries [17]. This is largely determined by the high costs involved in reducing it. At the same time,
reducing mortality from external causes is expressly stipulated in the Sustainable Development Goals
promoted by the member countries of the UN [11].

The Republic of Moldova is among the countries with a high mortality from external causes
of death, being 2.6 times higher for males than in the Western European countries and 1.5 times higher
for females [9]. The leading cause is suicide, followed by accidental falls, drowning and exposure
to electricity or fire and third — transport accidents. Moreover, the mortality from external causes of death,
in the context of premature mortality, is the most important cause of death among males in the Republic
of Moldova [7].

External causes of death include a heterogeneous collection of events including the three
major categories — suicide, homicide, and accidental death. These causes of death represent a significant
proportion of potentially preventable mortality and an important source for increasing life expectancy
at birth. Reducing the number of deaths of children and adolescents is a priority of the health policy
of many countries [4].

External causes of death such as accidents and violence, include environmental events, circumstances
and conditions as the cause of injury, poisoning, and other adverse effects [3]. Deaths from external causes
are not caused by certain diseases, but rather by some external factors that physically influence the human
body through mechanical, chemical, thermal and radiation afflictions that go beyond the physiological
defence threshold of the body or by depriving it of some vital elements [15]. Thus, the quality of
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infrastructure, the political and economic situation, the environment, the professional activities of the
population, but also other factors, play a special role in the mortality intensity from these causes.
Respectively higher income countries have lower rates of mortality due to external causes than lower and
middle-income countries.

Socio-economic factors have the greatest impact on external causes of death. They have the ability
to determine the appearance or strength of exogenous or endogenous factors, aggravating or neutralizing
their impact.

Due to unstable general socio-economic situation, healthy practices — disease prophylaxis, periodic
medical consultation, a healthy diet and a physical activity — are neglected that lead to poor health behaviour.
Therefore, even the health is at the top of population values, the culture of healthy behaviour is still not a
priority. Socio-economic factors in this respect have strong links with behavioural factors, the links being
valid in both directions. At a time when people with low living standards cannot meet their basic needs
health is not seen as a goal itself, but as an instrument by which a better living standard can be achieved,
or certain goods can be acquired.

Another important factor that generates discrepancies in mortality from external causes of death is
sex. Thus, for males there is a higher level of mortality from external causes of death. This is due to certain
aspects of the male's professional and recreational activity, which usually present a higher risk than for
females. In addition, males have a more irresponsible attitude towards their own health. Thus, even if males
assess their own health at a higher level than females, healthy practices are still not a priority for them,
self-care being considered a feminisation of male behaviour [17].

The previous studies realized for Eastern Europe countries demonstrated that the most affected age
group of deaths from external causes is the working-age population leading to loss of human capital. The
comparative analysis demonstrates the different pattern of overall mortality rates observed in Russia
compared to other developed countries that provide a firm stance on external causes of death in the top three
leading causes of death, but also on the different structural pattern. Sex differences are limited to the
mortality rate rather than its structure, with differences being noted only in the first five causes of death —
suicides, transport accidents, falls, accidental alcohol poisoning, accidents of unknown character [13, 15].
Mortality from external causes in urban and rural populations strongly correlates with the education level.
Educational inequalities have increased throughout the period of socio-economic transition. The greatest
educational inequalities were observed in suicide mortality, especially among males [6]. High suicide rates
across Eastern Europe have been correlated with the post-Soviet transitional period and the societal changes
associated with that transition. Despite a gradual decline in suicide mortality over the past decade, Eastern
European countries still have one of the highest suicide rates in the world. It is determined by the sweeping
social change and growing economic polarization that has been occurring over the past two decades during
transition to a “new society” [5, 10].

The situation regarding the mortality from external causes of death in the Republic of Moldova was
analysed by Penina O., Vallin J., Meslé F. [14]. Tt highlights the periods of growth and mortality reduction
by external causes of death for both sexes, pointing to existing discrepancies. Thus, for males, mortality
from external causes of death increased from 1965 to the late 1970s, afterwards a stabilization was registered
until 1985. The period 1985-1987 is characterized by a sudden reduction followed by another period of
sudden growth until 1995. After 1995 until the beginning of the 2000s, mortality rates due to external causes
of death in the case of males decreased, but this is followed by an unfavourable period of mortality growth
in 2001. Since 1985 females are experiencing lower fluctuations in mortality rates due to external causes of
death and has been observed a strong trend of mortality reduction from external causes of death. However,
it was eventually followed by a stagnation period. The authors concluded that the increase in mortality from
external causes of death is largely determined by the increase of mortality in the age group over 35 years.
There was a reduction in mortality from external causes of death in the younger age group.

The mortality by transport accidents was studied by Bargan N. [2]. Thus, the research showed that
the most affected age group by this cause of death is 20-39 years. It has also been found that pedestrians are
more often victims of transport accidents than drivers are or their passengers.

The aim of this study is to analyse trends in mortality from major external causes of death and to
assess the contribution of external causes of death to life expectancy at birth.

This study is focused on the evolution of mortality from external causes since the beginning of that
century and is limited to the years 2000-2014. The 2014 is the last available year in the used sources.
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Availability and quality of causes of death data

An important problem regarding the statistical data for the Republic of Moldova is the number of
exposed to risk population. Because the country has high levels of emigration, there are substantial
differences between the de facto and the de jure population numbers. For the correct mortality calculation,
including from external causes of death, data on the number and structure of the resident population of the
Republic of Moldova estimated by Penina O., Jdanov D. and Grigoriev P. were used. The life tables used in
that study were taken also from that source [8].

Data on causes of death were taken from The Human Cause-of-Death Database, which are in
accordance with the ICD-10. Data on the distribution of deaths by causes, the age-specific death rates and
the standardized death rates from the shortlist and intermediate list were selected. The method of
components of Andreev E. was used to perform the decomposition of mortality [1].

Main results

The external causes of death account for about 8% of the total deaths recorded during the year 2014
(Fig. 1) and ranked fourth among other major causes of death. This share is maintained throughout the
analysed period 2000-2014. Thus, based on the data on the number of deaths from major causes of death,
over the period 2000-2014, there were 53 thousand deaths from external causes for both sexes or 8.4% of
total number of deaths. The fact that the share of deaths due to external causes for the whole period coincides
with the share recorded for the last analysed year denotes the stagnation of the phenomenon over time. This
is also confirmed by the very close share of mortality from external causes of death recorded for the years
2000 and 2014. The attested reduction was insignificant - 0.4% (Fig. 2).

Digestive Other 4% External cause
9% 8% ,
° Infections
1%
Respiratory
59% Neoplasm
15%
CVvD
58%

Figure 1. Share of deaths by major causes of death in total number of deaths,
both sexes, 2014
Source: The Human Cause-of-Death Database.

The analysis of external causes of death from a sex perspective highlights major gender differences.
Thus, mortality from external causes of death is a predominant problem for males. This situation continues
over time. The mortality from external causes of death for males in 2000 was the second main cause
of death. In 2014 the external causes of death ranked third. This decline was largely determined by the
increase in deaths by tumours and less by the reduction in mortality from external causes of death. The share
of mortality from external causes of death was reduced by only 0.5%. The reduction for females is also
insignificant, but mortality from external causes of death is not a top cause. In addition, the gap between
males and females remained the same in the analysed period, representing 8.3-8.4% to the detriment
of males (Fig. 2).
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Figure 2. Share of major causes of death by sex, 2000, 2014
Source: The Human Cause-of-Death Database.

The analysis of the evolution of the standardized mortality rate from external causes of death
demonstrated the stagnation of the indicator in the period 2000-2014. We have to mention that stagnation
was characteristic for both sexes. In addition, SDR for external causes of death for males is four times higher
than that for females. Differences between females and males have remained at the same level for the entire
analysed period (Fig. 3).
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Figure 3. Dynamics of SDR for external causes of death,
by sex and total population, 2000-2014
Source: The Human Cause-of-Death Database.

The contribution of mortality from external causes of death to the difference in life expectancy at
birth for 2000-2014 period for males and females has very similar absolute values. The absolute contribution
of external causes of death to the difference in life expectancy for the years 2000-2014 was 0.3 years for
males, and 0.2 years for females (Table 1).
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The analysis of these values in the context of total gains in life expectancy at birth denotes another
situation. For males, life expectancy at birth in the period 2000-2014 increased by 1.5 years, while for
females the increase was practically double, i.e. 2.6 years. Thus, the contribution of external causes of death
for males represents 20% of total changes in life expectancy at birth for the period 2000-2014, while for
females slightly over 9%.

Table 1
Total contribution of external causes of death in the formation of differences in life

expectancy, by sex, 2000-2014
Males  Females

eo for 2000, years 63.4 71.1
eo for 2014, years 64.9 73.7
The difference in e, for 2014-2000, years 15 2.6

Total contribution of external causes of death in difference of ey, years 0.3 0.25
The share of the contribution of external causes of death to the difference eq (%) 19.9% | 9.4%

Source: Author's calculations based on mortality life tables.

Sex differences are observed not only on a general level, on total external causes, but also
on a structural level — on the age structure of mortality and on certain subgroups of external causes
of death.

The analysis of the mean age at death from external causes and from total causes of death highlights
major discrepancies (Table 2). This indicates the relatively young age structure for deaths from external
causes compared to overall mortality for both sexes. If for external causes of death are reported older ages,
this two indicators will have appropriate values. Analysis in dynamic shows that both indicators increase,
but more pronounced growth is attested for mean age at death from external causes. Even if discrepancies
remain high, there was a reduction in the variations between the mean age at death from external causes and
the mean age at death from all causes of death for both females and males with 3.5 and 3 years respectively.
In addition, the age structure of mortality for males is younger than for females. Mean age at death due to
external cause of death was 4 years lower for males compared to females in 2000 and the gap increase in
2014 and represent 5.8 years. The tempo of changing age structure of mortality due to external causes of
death is different for males and females. For males mean age at death due to external causes increase with
5.5 years, while for females was registered a growth of 6.9 years.

Table 2
Mean age at death from external causes and all causes of death, by sex, 2000 and 2014 years

External Total Difference External Total Difference
causes causes
2000 42.8 61.1 18.3 47.2 68.9 21.7
2014 48.3 63.6 15.3 54.1 72.3 18.2
Difference 2014-2000 55 2.5 -3.0 6.9 3.4 -3.5

Source: Author's calculations.

More detailed analyses of age structure of mortality due to external causes of death shows that
situation does not change essentially through 2000-2014 period (Fig. 4). Compared to 2000, in 2014 a shift
to the right of the maximum contribution group from 20-24 years to the previous age group was observed.
Thus, over 80% of the total deaths for the 15-19 age group are due to external causes of death. Also, an
increase in the share of deaths from external causes is recorded in the age groups 20-24 and 25-29 years.
No changes were observed in the 35+ years mortality pattern. In the case of women, the flat recorded for
the age group 5-19 years in 2000 is replaced by an obvious increase for the 10-14 age group in 2014.
Similarly, in the 2014 compared to 2000, the proportion of deaths due to external causes of death increases
in the 15-19 age group. For the subsequent age groups there were no significant changes. Reducing the share
of deaths by external causes after reaching the maximum in the 15-24 age group is explained by an increase
in the number of deaths due to other causes of death and not by real reducing of number of deaths from
external causes.
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In the case of males, the main five subgroups of external causes are suicide and self-inflicted
injuries; other accidents and late effects of accidents; transport accidents; other accidental breathing
threats; accidental poisoning with other substances. For females, there are other causes: other accidents
and late effects of accidents, other accidental breathing threats, suicide and self-inflicted injuries, transport

accidents, attacks.

Table 3
Standardized mortality rates by different external causes of death
for Republic of Moldova, 2014
Male Female Male Female
Transport accidents 232 50 13.2 11.0
Accidental falls 134 26 5.9 5.1
Accidental drowning and submersion 107 32 5.8 7.0
Accidental exposure to smoke, fire and flames 81 27 3.3 5.3
Accidental poisoning by alcohol 110 29 5.7 6.4
Accidental poisoning by other substance 158 61 6.8 11.3
Other accidental threats to breathing 182 30 8.9 6.7
Suicide and self-inflicted injury 412 59 20.8 12.9
Assault 113 37 55 8.2
Event of undetermined intent 138 28 7.2 5.9
Complications of medical and surgical care 2 0 0.0 0.0
Other accidents and late effects of accidents (reminder) 346 98 16.9 20.1
Total 2013 478 100 100

Source: The Human Cause-of-Death Database.

Discrepancies between males and females remain at the same level in the structure of external
causes of death. Thus, males mortality for different subgroups from external causes of death is four times
higher than for females. Because of the desynchronization in the structure of deaths from external causes
noted for males and females, structural differences are attested. Both the differences in the level and structure
of mortality from external causes are defined by behavioural particularities and specifics of activities for
both sexes.

For males, the most important cause of death in mortality from external causes of death is suicide and
self-inflicted injuries. This is responsible for about 20% of all deaths due to external causes of death, for
females, this represent only 12.3% of deaths. The gender gap in level of suicide is analysed in many other
studies. One of the main factor is the difference in coping with stressful situations and the closeness to social
networks. Females are more closely involved in social networks and have a complex approach to solving
depressed situations. Thus, there are certain "protective factors", which subsequently determine the
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discrepancies in the acceptance and application of suicidal behaviours. In addition, the alcohol abuse is an
important cause in driving to suicidal behaviour, which also represent a higher risk for males.

Another cause of death that is crucial for both sexes is other accidents and late effects of accidents.
In the case of males, this is slightly over 17% and for females slightly over 20% of total deaths from external
causes. We assume that the mortality caused by late effects of accidents is caused by low quality of
emergency medicine, as well as by the poor rehabilitation conditions in the post-accident period.

The third most important cause for males is transport accidents, while for females this is the fourth.
Males are more likely to be exposed to the risk of death caused by transport accidents due to the
predominance of males in road traffic but also by professional and recreational activities. For males, deaths
from transport accidents account for 11.5% and for females 10.5% respectively.

In case of accidental poisoning with alcohol, the sex ratio is 2.4, therefore mortality is 2.4 time higher
for male than for female. Despite that this is not one of the main causes of external causes of death, it is a
major problem. On the one hand, this subgroup is a very narrow, formed by only one cause of death. On the
other hand, this cause of death has a direct link to the lifestyle or the risk behaviour and mortality. Mortality
from accidental poisoning with alcohol is a consequence of excessive alcohol consumption.

Conclusions

During 2000-2014 period, a mortality stagnation from external causes of death for both sexes is
observed and the gender gap was maintained at the same level. Mortality analysis by external causes of
death through its contribution to the differences in life expectancy at birth for 2000 and 2014 years has
shown a reduction in deaths with a greater impact on males than females. Sex differences are not limited
to mortality alone but also to its causal structure.

Reducing the intensity of mortality from external causes is a major challenge for authorities due to
the complexity of policy implementation actions, as well as the significant costs needed for implementation.
Actions to reduce the intensity of mortality from external causes are long-term prospects and their results
are visible in the years after the implementation. The lower resources for decreasing mortality from external
causes are allocated, more funds for continuation of this process will be needed. The decrease in the number
of traffic accidents will be possible due to considerable investments in the road infrastructure, but also the
introduction of new standards of the traffic code, which meets the standardization requirements of the EU
Member States.

The late effects of accidents could make a lower contribution to mortality due to modernization
of medical equipment, proper medical training, and the development of emergency medicine infrastructure.
In case of accidental poisoning by alcohol, the importance of legislative regulations on the preservation
and marketing of alcohol (including illicit or unsafe products), and the standardization of the quality
of alcohol products.
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