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Abstract

The essay outlines today situation in social entrepreneurship in the Czech Republic. The aim of the paper
is to analyse the incidence of social enterprises in the Czech Republic and analyse them based on chosen
variables. We used quantitative approach with descriptive statistics, which describes social enterprises
according to their distribution in Czech regions, date of establishment, legal form, activity of social
enterprise, and frequency of offering indemnification. Main findings are that perception of social
entrepreneurship in the Czech Republic is often narrowed down to issues of employment of handicapped
or otherwise disadvantaged people. Most of social enterprises are registered in the capital city of Prague,
South Moravia, Olomouc, and Moravia-Silesian region. Distribution of social enterprises in the Czech
Republic is uneven and for instance in the Karlovy Vary region, social enterprises represented very
poorly. Most social enterprises were founded between the years 2007 and 2013, focusing on business
areas like gardening and cleaning services, food production, sales, and provision of accommodation and
food services. The main contribution of the article is description of today situation of social entrepreneurs
in the Czech Republic and its structure. The originality of the paper based on uniqueness of gaining and
analysing data about social entrepreneurship in the Czech Republic.
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Introduction

The term “social economy” was first used in France in 1830 by Charles Dunoyer (Dohnalovd, 2011).
There is a space between the state and its establishments and the market and its institutions, this gap is
called the third sector or social economy. Social economy is on the border between the state or public
sector and the private sector, i.e. for-profit market. It is a range of public goods which the market is not
capable of distributing or is not willing to do so, and in the meantime the state waives their distribution
(Huncova, 2007). Social economy produces goods of general interest (common goods) with positive
social externalities (effects) with impact on social capital (in Huncova, 2009). In literature, the third
sector is also called social economy, the social sector, non-profit sector, voluntary sector, community
sector, or civic sector (Dohnalova, 2006).

In almost all industrialised countries, we are witnessing today a remarkable growth in the ‘third sector’,
i.e. in socio-economic initiatives which belong neither to the traditional private for-profit sector nor to the
public sector. These initiatives generally derive their impetus from voluntary organisations and operate
under a wide variety of legal structures. In many ways they represent the new or renewed expression of
civil society against a background of economic crisis, the weakening of social bonds and difficulties of
the welfare state (Borzaga, Defourny, 2003).

The aim of this paper is to describe the current situation of social entrepreneurship in the Czech Republic.
For this purpose, the legislation concerning companies engaged in social entrepreneurship was presented
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first. The practical part presents the division of social enterprises by legal form of business, by
foundation, by distribution in the regions of the Czech Republic, by activity of social enterprise, and by
providing the so-called facultative compensation.

Situation in the Czech Republic

In the Czech Republic the awareness about the content of social economy is generally low. One of the
reasons may be lack of legislative framework and absence of authority the agenda of which would be
social economy. Nevertheless, studies show that social economy and social enterprise exist in the Czech
Republic (Dohnalova, 2011). It is interesting that most Czech social entrepreneurs independently agree
that in the Czech business environment the term "social" arouses rather negative connotation, and that the
expression "social innovation" may appear misleading and incomprehensible. In contrast, in Western
Europe and the USA the adjective "social" rather evokes positive connotation. It occurs frequently in
relation with expansion of the concept of corporate social responsibility which acquires, to some extent,
even strategic character. This assumption is confirmed by the expansion of new hybrid cooperatives in
the UK, the reviving debate about the role of cooperatives and social economy in spreading social
entrepreneurial movement in France, and the growing popularity of master degree majors focusing on
social entrepreneurship in the American approach of contemporary management education, Such
linguistic oddity largely prevents not only the development of cooperative business in the Czech
Republic, but it also represents a barrier for social entrepreneurs and social sector of the economy as a
whole (Policar, 2010).

Due to different ways of defining social economy, there is no accurate way of measuring its economic
contribution (Dohnalova, 2011). However, some governmental and international institutions are showing
an effort to create a certain procedure or standard of impact measurement of the social economy. For
instance, the European Commission has developed such an initiative based on the following assumption.
Where public funding is used efficient delivery of outcomes, or savings in public spending must be
demonstrated. A consistent way of measuring social impact is therefore needed. In October 2012 a Social
Impact Measurement expert sub-group was set up by the GECES (“Groupe d’Experts de la Commission
sur I’Entrepreneuriat Social”) to advise on a methodology which could be applied across the European
social entrepreneurship sector (European Commission, 2014).

Social economy is a broad and multidimensional topic. The actors of social economy may or may not
participate in the market and achieve profit or even loss, they also may or may not benefit from
philanthropy or public sources; but always through redistribution of profit they achieve not only
individual, but collective benefits within their own apolitical civic consensus of objectives and means
(Dohnalova, 2011).

The objectives of social economy put focus on people. We may imagine social or ethical economy as the
economy of "people for people" unlike the economy "for the market". The economy and the people
participate in the market not only for profit but also other values (livelihood, stability of the economy,
social stability). Market economy can also be regarded as social in case it produces positive social
externalities, as well as the public sector, especially if it supports the development of social economy
indirectly. The inclusion underlines the potential ethical values hidden in every economy and even
possible reciprocity of the private and public sectors in terms of achievement of (social) benefits
(Huncova, 2007).

Social economy is the way how citizens economically develop their own solidarity through collective
initiatives and their willingness and modernize the current welfare state while maintaining coverage of
social risk at an acceptable level, as well as providing social services which are currently not covered by
the state, market, or communities (in Huncova, 2009).
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Social economy can also be regarded as means by which the state returns the responsibility for social
risks back to the citizens and creates certain supportive conditions like law and partnership in decision
making. If an individual becomes involved in a difficult life situation (threatening his social status,
exclusion from the labor market), it is possible to rely on the assistance of the state or charity. Whereas
the concept of social economy assumes that such individuals are given a helping hand so that in the
context of the civic sector and mutual self-help they can actively resolve their situation by themselves
(Huncova, 2007). The persistence of structural unemployment in many countries, the need to reduce state
budget deficits and to keep them at a low level, the difficulties of traditional social policies and the need
for more active integration policies have naturally raised the question of how far the third sector can help
to meet these challenges and perhaps take over from public authorities in some areas. Of course, there is
no simple answer to this question, and the debate is still wide open (Borzaga, Defourny, 2003).

Table 1: Different attributes of public sector organizations and entities of social economy according
to criteria

Public sector organization Criteria Entity of social economy

No explicit aim. Aim The main aim of a social enterprise is to serve
its members, community or society.

Democratic control over the | Control over | Excludes entities that do not operate on

organization is not required. organization democratic principles.

Any profit distribution is | Use of profit Limited income redistribution is permitted.

unacceptable.

Source: Dohnalovd (2011)

According to Schumpeter, a social enterprise is a socially oriented, implemented, innovative intent
achieved through economic activity in the presence of real economic risks (Schumpeter, 1934).
Organisation for Economic Cooperation and Development (OECD) defines social enterprises as any
private activity conducted in the public interest, organized with a business strategy the main objective of
which is not to maximize profit, but to achieve certain economic and social objectives, and which have
the capacity to bring innovative solutions to problems of social exclusion and unemployment (OECD,
1999).

The concept of social enterprise is built on a self-governing partnership of the public and the private
social sector while implementing policies mentioned below (Huncova, 2007). Social enterprises meet the
employment policy, social cohesion policy, regional development policy, and sustainability policy.
Employment policy means providing equal opportunities for disadvantaged individuals in the labour
market. Supporting the growth of social capital and social inclusion, as well as provision of social
services are included in the social cohesion policy. Regional development policy should be understood as
local economic capital growth through support of employment, entrepreneurship, and involvement of
local resources. Support in care for the environment, cultural heritage, landscape, and inter-generational
solidarity is the subject of sustainability policy (in Hun¢ov4, 2009).

A social enterprise is a business entity that operates in the market while offering employment of
disadvantaged individuals. Social enterprise primarily caters local needs and uses primarily local
resources (in Huncovd, 2009). Social enterprises are majorly small and medium businesses. At least a
minimum amount of unpaid labour is often present in their activity as for instance volunteering or self-
help. Voluntary membership and openness are the core qualities of a social enterprise, and on the
contrary, its main goal is of a non-profit character and not primarily return on capital. The enterprise is
responsible to those who it serves (Huncova, 2007).
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Social enterprises, regardless of their legal form, can generally be identified and distinguished from
voluntary organisations through a set of criteria or features, such as those identified by the EMES
network (www.emes.net). These criteria are: a continuous activity producing goods and/or selling
services; a high degree of autonomy; a significant level of economic risk; a minimum amount of paid
work; an initiative launched by a group of stakeholders; a decision making process not based on capital
ownership; a participatory nature, which involves the persons affected by the activity; limited profit
distribution; and, an explicit aim to benefit the community (www.emes.net). These criteria must be seen
and applied in an open and flexible way (OECD, 1999; Mouves, 2012).

Social enterprises are autonomous (self-governing communal citizen initiative), voluntary, and undergo
significant economic risks while meeting economic and social objectives (Dohnalova, 2011). Innovations
in the means of providing services to citizens, especially socially excluded citizens, who are more
difficult to integrate into society are typical for such enterprises. They contribute to local and regional
development. Such enterprises respond to the new emerging needs of society by creating and providing
the necessary types of products, and public and social services (Dohnalovéa, 2011).

Methods Used

In the Czech Republic, there is neither an official database of social enterprises, nor the exact number of
social enterprises is known. Due to lack of legislation defining and determining the criteria for social
entrepreneurship, we can only speculate what can be derived from the recommended standards.

One of the most comprehensive resources in the Czech Republic is the Czech Social Entrepreneurship
website, which contains 219 registered social enterprises in its database by 16th March 2016. The
directory includes organizations that are committed to the idea of social entrepreneurship. The register
was created based on telephone surveys in autumn of 2012. The source of contacts used for surveying the
businesses was a list of social enterprises created by the organization TESSEA. Businesses may also add
their own data into the database. They shall simply fill in a questionnaire on the website of the Czech
Social Entrepreneurship which is then assessed so the given company is either added to the register of
social enterprises, or the request is refused.

The following information on social enterprises was analysed: year of establishment, legal form, area of
business, city, county, social entrepreneurship, website of the social enterprise. The “social enterprise”
section provides information on why the business is considered social in its sole discretion. Detailed
examination of this data also provides other features of Czech social enterprises.

It should be noted that although such register of social enterprises is a unique source of information about
social entrepreneurship in the Czech Republic, some social enterprises are not included in the list even
though companies are regarded as social. It is speculative whether it is because the company has not been
approved, or that the list is incomplete. For instance, a voluntary association Novy prostor'’ which
provides employment for homeless individuals by selling the magazine called 'Novy Prostor' is not
included in the register. Nevertheless, the company was included in the book "Social Business 10
successful examples in Europe." (Meszédros, 2008).

Distribution of social enterprises (SE) by legal form of business

In the Czech Republic, the most common forms of social enterprise are a limited liability company (s.r.0.)
represented by 44.7% of cases, a charitable organization (0.p.s.) by 25.6% of the business units, followed
by voluntary associations (0.s.), and entrepreneurs doing business under the Trade Licensing Act.
Cooperatives, which are a typical legal form of social entrepreneurship, occurred only in 7.3% of cases.
The reasons why the most preferred form of social enterprise a limited liability company are facile
founding, where only a single executive director is needed, and low requirement for capital. In contrast,
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cooperatives, according to the law no. 90/2012 of the Legal Code, must be founded by at least three
members, also legal regulation of their activity is different (e.g. arrangements for decision making or
rights and obligations of members).

Year of Establishment of Social Entrepreneurs

Social enterprises began their establishment in the 90s of the last century in the Czech Republic. The
largest increase in the number of social enterprises was between the years 2009-2014 when every year at
least 10 such companies were founded. The record number of 47 new social enterprises was achieved in
2012, also years 2011 and 2013 were considerably strong when 38 and 32 new social enterprises were
established respectively.

Programs for social entrepreneurship support played a major role in this process. The concept of social
economy and social enterprise became popular in the Czech Republic in connection with the possibility to
draw resources from the European Structural Funds to support development (Huncov4, 2009). In 2007-
2013, it concerned the operational funding program Human Resources and Employment. In the previous
period, support of the development of social economy was hidden under the concept of local
development, partnership between the public and private sectors under EQUEL and LEADER+ programs
(Huncova, 2007). Today, operational programme 2014-2020 is being prepared, therefore stagnation or
growth of emergence of social enterprises may be expected

Social Entrepreneurs Distribution among Regions in the Czech Republic

While analysing the distribution of social enterprises among regions in the Czech Republic it is possible
to identify three largest clusters in which the concentration of social enterprises is by far the highest. The
first cluster comprises 66 enterprises in the city of Prague and Central Bohemia, which represents 30% of
the total number of SEs in the Czech Republic. The reason is that in this region, concentration of
economic activities in the Czech Republic the most significant in general, and most companies are
registered in this area. The second most numerous cluster of social enterprises in the South Moravian
region which houses 25 social enterprises (11.4% of the total number). The third and fourth most
numerous clusters of social enterprises are in the Olomouc and Moravian-Silesian regions where each
count over 20 social enterprises (9.1%). In contrast, the least social enterprises are in the region of
Karlovy Vary (3 companies) and Liberec (4 companies), then in the Pardubice region (7 companies), in
the Vysocina region (8 companies), and the Pilsen region (9 social enterprises). The fact that Karlovy
Vary region is the least active in social entrepreneurship is not very surprising since it is a region with
generally the lowest economic performance in the Czech Republic, on the other hand, the development of
social entrepreneurship would certainly benefit this region considering its structural unemployment rate
as well as the highest number workers with just primary education who would be able to find adequate
employment in social enterprises.

Area of Business of Social Entrepreneurs

Business areas of social firms are divided according to NACE classification into 15 groups. Areas that
often-occurred form their own group (i.e. gardening, cleaning). Those that did not occur often are
categorized as others. Forestry, cardboard manufacturing and glass manufacturing may be found among
others. Some social enterprises operate in multiple areas of business; those were classified according to
the activity which was prevalent.

Most enterprises are engaged in gardening services, landscaping, property maintenance, and cleaning
work (26% of companies), followed by food production and sales (18.7%), sales in general (18.2%),
accommodation and food service activities (17.8%), training and requalification (16.9%), decorative
manufacture, production of glass and ceramics (9.1%). It is obvious that social enterprises operate in
various sectors mostly providing services and involving in small-scale manufacture. Conversely,
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industrial production does not belong among the main fields of business in social enterprises. Dividing
area of activity by sector (primary, secondary, and tertiary), 20.2% of social enterprises are involved in
activities which fall within the secondary sector, and 79.8% of enterprises are engaged in activities falling
within the tertiary sector.

Providing Facultative Compensation

In the sense of regulation §81 and following Act No. 435/2004 of the Legal Code on employment, the
term ,.facultative compensation means that an employer with more than 25 employees in permanent
employment must employ 4% of persons with disabilities. For failing to fulfil this obligation, a
contribution to the state budget must be paid (in 2014 the amount of 62,090 CZK, in 2015 the amount
grew to 62,946 CZK per employee with disabilities). An alternative solution to deal effectively with this
issue is purchasing products or services from a company that employs more than 50% of employees with
disabilities (value corresponding the amount of 176,253 CZK in 2015 per a disabled employee).

The current analysis shows that only 19.6% of the monitored 219 social enterprises provide facultative
compensation while the remaining more than 80% do not.

Conclusion

Social entrepreneurship appropriately combines economic and social objectives of society. Legal
environment that poorly supports social entrepreneurs in general prevents greater development of social
entrepreneurship in the Czech Republic. In the Czech practice, an enterprise itself decides on whether to
define itself as social or not, or it does not consider such view at all. Perception of social entrepreneurship
in the Czech Republic is often narrowed down to issues of employment of handicapped or otherwise
disadvantaged people. Social entrepreneurship put focus on community and local development, it
contributes to solving collective or social issues, not only issues of individual subjects.

The main contribution of the article is description of today situation of social entrepreneurs in the Czech
Republic and its structure. The originality of the paper based on uniqueness of gaining and analysing data
about social entrepreneurship in the Czech Republic. Based on the analysis conducted, it is possible to
say that most of the 219 observed social enterprises that operate in the Czech Republic, most is registered
in the capital city of Prague, South Moravia, Olomouc, and Moravia-Silesian region. Distribution of
social enterprises in the Czech Republic is uneven and for instance in the Karlovy Vary region, social
enterprises represented very poorly. Legal form of most of social enterprises is either a limited liability
company, a charitable organization, or a voluntary association. Most social enterprises were founded
between the years 2007 and 2013, focusing on business areas like gardening and cleaning services, food
production, sales, and provision of accommodation and food services. Four-fifths of social enterprises
included in the accessed database do not provide facultative compensation.
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Abstract

Article is devoted to questions of enhancement of motor transportation infrastructure of regions of
Russia from line items of ensuring an economic safety of her consumers. The organizational and
economic relations ensuring an economic safety of the consumer in functioning of motor
transportation infrastructure of regions act as an object of research. The purpose of work is the
analysis of specifics of organizational tools, methodology of ensuring an economic safety of
consumers (physical persons and legal entity) in use of infrastructure of motor transportation system,
and also implementation of technical and technological innovations in functioning of road services.
For implementation of this purpose an integrated approach to development of theoretical
recommendations and practical actions for enhancement of organizational and economic tools of the
organizations of motor transportation infrastructure was used. The technique of carrying out a
research in work provided: author's monitoring of activities of the motor transportation entities of
regions, research of functioning of objects of transport infrastructure; the analysis of the information
materials provided to FKU Uprdor Moscow-Volgograd; the analysis of statistical information,
including Rosstat, Tambovstat. Methods of descriptive statistics allowed to create quantitative data
on the declared problems and to provide them in tables and charts. The most important result of a
research is the complex of statistical data on various quantitative and high-quality parameters of an
economic safety of the consumer in the motor transportation sphere provided in tables, charts and
descriptive characteristics and also tasks, actions, which in is the dominating characteristic approved
during 2014-2016, for enhancement of functioning of the motor transportation entities operating and
serving motor transportation infrastructure. The carried-out monitoring, the analysis and conclusions
can be used in the consolidated regional Programs of social and economic development of motor
transportation infrastructure, budgets of regions for a long-term and short-term outlook. In
enhancement of organizational and economic tools of activities of the motor transportation entities
operating and serving motor transportation infrastructure in regions. The empirical material given in
article, and also the offered conclusions and actions will form base for further theoretical researches
of processes of ensuring an economic safety in motor transportation infrastructure of regions.

Keywords: The transport Russian Federation system, regional infrastructure of transport system,
an economic safety of consumers on motor transportation system, an economic safety of motor
transportation infrastructure, transport system and traffic safety.

Introduction

The current state and development of transport system of Russia is one of the main organizational
and economic aspects in infrastructure development, both regional economy, and all economic
system of national economy. Along with this and urgent the question of ensuring an economic safety
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of consumers (the country population) in use motor transportation infrastructure is predominating.

Kuznetsov 1. A. (2015) in the works noted that: "... from all problems of an economic safety of the
person of the most important economic safety of the consumer, increase in its economic activity,
prevention of the threats arising in the course of technical enhancement and a virtualizatsionny
condition of the economic relations of deviant behavior of society of this or that region, the state is
represented”.

The matter Mnogoaspektnost in many respects depends on competent and effective creation of
organizational, technical and technological and material infrastructure of the motor transportation
system providing economically safe passenger traffic and a cargo flow. For example, in 12 months
2016 on the federal highways which are in operational management of FKU Uprdor Moscow-
Volgograd the 550th road accident in which 174 people died is registered, and 790 people got
wounds of various degrees of severity:

— the number of the road accidents decreased by 106 cases (-16%), (2015 of 12 m — 656 road
accidents, 2016 of 12 m — 550 road accidents);

— the number of the dead decreased by 20 people (-10%), (2015 of 12 m — 194 people died, 2016 of
12 m — 174 people died);

— the number of wounded decreased by 156 people (-16%), (2015 of 12 m — 946 people are
wounded, 2016 of 12 m — 790 people are wounded);

— including on the accompanying road conditions there were 30 road accidents (drop with the same
period of 2015 makes 19%),

in which:

— 14 people died (growth with the same period of 2015 makes 40%);

— itis wounded the 37th person (drop with the same period of 2015 makes 46%).

Relevance of a problem is as well that effective and safe functioning of motor transportation
infrastructure levels impact of threats on an economic safety of the consumer (physical persons and
legal entity). Within safety of life and health of the person, safety of movable and immovable
transport objects, freights, cost reduction of insurance companies (payment for the CMTPL, the
comprehensive insurance, damage of other property).

Degree of a readiness of problems of management and economic safety of development of transport
infrastructure of regions is rather high. Were engaged in these researches: B. A. Anikin, I. V. Belov,
M. A. Gasanov, N. of N of Thunders, E. N. Evdokimova, E. A. Zhukov, Yu. V. Zadvorny, E. V.
Zenkina, A. A. Kapyrin, V. P. Kozlova, T. V. Konovalova, R. A. Kozhevnikov, A. B. Maximov, L.
P. Malofeyeva, L. B. Mirotin, A. M. Mikhalkov, S. L. Nadiryan, V. M. Ponomaryov, T. A.
Prokofieva, V. I. Sergeyev, E. F. Tikhomirov, M. P. Ulitsky, A. V. Fedyushin, V. A. Tsvetkov, L. V.
Shkurina, R. M. Yazidzhyan, V. I. Yakunin, etc. However not so many works and this aspect of a
research are devoted to questions of ensuring an economic safety of the consumer in motor
transportation infrastructure today, in our opinion, are urgent.

Object of our research is motor transportation infrastructure of regions of Russia. The organizational
and economic relations ensuring an economic safety of the consumer in functioning of motor
transportation infrastructure of regions act as an object of research.

Methods

The logic of a research of problems of an economic safety of the consumer in motor transportation
infrastructure is determined by a general characteristic of an object, its "anti-corruption” financial
provision of functioning, organizational and economic ensuring operation of transport infrastructure
during the winter period, innovative components of ensuring an economic safety of the consumer,
traffic safety, and also maintenance of professional qualification of the specialists providing daily
functioning of transport infrastructure. In the figure 1, the scheme of the factors influencing
organizational and economic enhancement of motor transportation infrastructure as an object of the
consumer influencing leveling of threats of an economic safety is provided.

This relevance of a subject of a research will be approved with Yakovleva S.I. (2004) opinion., who
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considers that "... social and economic and spatial functions of infrastructure are interconnected and
form the complete system including "razmeshchenchesky", the differentiating, communication,
integrating, procedural, morphological and managerial functions".

For the analysis and development of organizational and economic theoretical and practical actions
served as theoretical base:

1. The decision of the Commission of the Customs union of 18.10.2011 No. 827 "About adoption of
the technical regulation of the Customs union "Safety of highways" (came into force since February
15, 2015).

2. The federal law of 08.11.2007 No. 257-FZ "About highways and about road activities in the
Russian Federation and about modification of separate legal acts of the Russian Federation".

3. The presidential decree of the Russian Federation of 27.06.1998 No. 727 (an edition of
29.06.2013) "About roadside strips of federal highways public".

4. The order of the Government of the Russian Federation of 29.10.2009 No. 860 "About
requirements to security of highways public with the objects of road service placed in borders of
strips of branch".

5. The order of the Ministry of Transport of the Russian Federation of 16.07.14 No. 88-OB - r "About
approval of the Actions plan on implementation of the Concept of development of objects of road
service along highways public of federal importance".

6. GOST P 52765-2007 "National standard of the Russian Federation. Highways public.
Arrangement elements. Classification” (No. 269 of St is put into operation by
Rostekhregulirovaniya's Order of 23.10.2007).

7. ODM 218.6.019-2016 Industry road methodical document. "Recommendations about the
organization of movement and to a barrier of production sites of a roadwork". ODM 218.8.002-2010
Industry road methodical document. "Methodical recommendations about winter content of highways
with use of specialized hydrometeorological information".

The technique of carrying out a research in work provided:

— author's monitoring of organizational economic activity of the motor transportation entities of
regions of the CFD of Russia;

— research of technical and economic functioning of objects, structures, constructions of transport
infrastructure of FKU Uprdor Moscow-Volgograd;

— the analysis of various information materials provided to FKU Uprdor Moscow-Volgograd;

— the analysis of statistical information on traffic safety according to Rosstat, Tambovstat.

Methods of descriptive statistics allowed to create quantitative data on the declared problems and to
provide them in tables and charts.
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Figure 1: The scheme of the factorial analysis on ensuring an economic safety of the consumer
of motor transportation infrastructure.

Results and Discussions

As one of signs of complexity of an object of management the total length of a transportation network
and its differentiation depending on a territorial and administrative arrangement acts. And also how
various factors are imposed, both geographical, and organizational and economic, on the developed
specifics of this or that regional government.

Highway network as object of a specific research, FKU which are on year-round content Uprdor
Moscow-Volgograd, passes on the territories of the Ryazan, Tambov, Voronezh and Volgograd
regions and constitutes 1467 kilometers, from them:

— the network of highways passing across the territory of the Ryazan region makes 246,16 km,
including:

* the highway M-6 "Caspian Sea" on the site of km. 184+745 — km. 342+167 (total length is 164,82
km.);

* Kaluga-Tula-Mikhaylov-Ryazan Highway 1R-132 on sites of km. 209+424 — km. 228+424; km.
2324475 km. 294+816 (total length is 81,34 km.);

— the network of highways passing across the territory of the Tambov region makes 612 km,
including:

* the highway M-6 "Caspian Sea" on the site of km. 342+167 — km. 574+410 (total length is 232,24
km.); on the site an entrance to Tambov km 0+000 — km. 7+400 (total length is 7,4 km.);

* Oryol-Livny-Yelets-Lipets-Tambov Highway 1R-119 on the site of km. 326+600 — km. 414+160
(total length is 87,34 km.);

* the highway 1R-193 Voronezh-Tambov on the site of km. 110+898 — km. 2174298 (total length is
106,4 km.);

e the highway 1R-208, 209 Tambov-Penza on sites of km. 4+450 — km. 125+750; on the site of km.
0+000 — km. 15+500 Southern round; on the site of km. 0+000 — km. 41+800 Northern round (total
length is 178,6 km.);

— the network of highways passing across the territory of the Voronezh region makes 66,79 km,
including:
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* the highway M-6 "Caspian Sea" on the site of km. 574+410 — km. 641+205 (with a general extent
of 66,79 km.);

— the network of highways passing across the territory of the Volgograd region makes 549 km,
including:

* the highway M-6 "Caspian Sea" on the site of km. 641+205 — km. 961+000, on the site (total length
is 320 km.);

» Syzran-Saratov-Volgograd Highway 1R-228 on site 446+693 — km. 6754847 (total length is
229,365 km.).

On technical categories of the road are subdivided: I - categories - 92,078 km.; II-of category -
873,909 km.; III-of category - 495,178 km.; IV-of category - 8,0 km.

One of the main problem aspects of ensuring an economic safety of the consumer in organizational
and economic functioning of this motor transportation system is "anti-corruption” financial
provision" performance of works and rendering services.

For accomplishment of the work program in 2016 financing of 9 892 244.3 thousand rubles was
finished by the state. For performance of works on reconstruction, actions for increase in level of
arrangement, capital repairs and repair of highways and road constructions, and also works on
content of highways public of federal importance and artificial constructions on them.

For accomplishment of the work program in FKU Uprdor Moscow-Volgograd for the purpose of
implementation of purchases in strict accordance with the current legislation the following events
were held:

— the contractual service and unified commission of the customer were created;

— all persons entering them, are without fail informed of requirements of article 31 of the Federal
law of 05.04.2014 No. 44-FZ "About contractual system in the sphere of purchases of goods, works,
services for ensuring the state and municipal needs";

— No. 273-FZ "About anti-corruption", regulating questions of a conflict of interest in the course of
implementation of government procurement is acquainted with provisions of the Federal law of
25.12.2008;

— the biddings and different ways of purchases were performed according to the approved schedule
of order placement for 2016 (taking into account the changes made to it);

— purchases were carried out on MICEX ETP electronic trading platform;

— claims activities were conducted;

— monitoring and analytical work on increase in financial performance of purchases was
conducted;

— results of monitoring and the analysis were discussed at a meeting of "Working group" (the
invited scientific specialists and higher education institutions were a part).

The program of works provided and entered at the scheduled time 314,49 km. it is expensive.
Reconstruction of roads - 10,08 km. Actions for increase in level of arrangement of roads of-149,074
rm. (2 elevated crosswalks). A major repair of automobile - 67,065 km. Repair of highways of-
116,55 km. The maintenance of network (ShPO, UZS) - 120,8 km. A major repair of artificial
constructions (2 bridges) - 72,94 rm. Repair of artificial constructions - 1073,55 rm from them:

— 5 bridges (1 passing since 2016 for 2017) - 736,49 rm.,

— 2 overpasses (1 passing since 2016 for 2017) - 59,4 rm.,

— 10 objects of water throughput tubes - 277,66 rm.

Early commissioning of 9,8 km of again constructed roads is provided:

— highway R-22 "Caspian Sea" of 423 - 431 km. - 4,0 km.; additional resources of 389 684,1
thousand rubles (all for a year of 889 684,1 thousand rubles)

— highway P 228 C-C-B of 456 - 465 km. - 5,8 km. additional resources of 135 325,3 thousand
rubles (all for a year of 360 325,3 thousand rubles).

The second important aspect from the point of view of problems of ensuring economic security of the
consumer, in organizational and economic functioning of this motor transportation system is ensuring
operation during the winter period.
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According to the Public contracts signed between FKU Uprdor Moscow-Volgograd and contract
organizations and also for the purpose of timely and high-quality preparation of highways of federal
importance for work during the winter period of 2016-2017 and ensuring uninterrupted and safe
traffic, the following events were held:

1. "The working commission" on check of readiness of contract organizations by the winter period of
content of highways is created.

2. Plans and schedules of actions for preparation of roads and road constructions to operation during
the winter period of 2016-2017, a graphics of checks of readiness of contract organizations by the
winter period of content of highways are developed and approved.

3. Systematic incoming inspection of quality of the materials made by contract organizations,
technical salt, sand and deicing materials is organized. On only 36 storage bases 172,5 thousand TH
were prepared. peskosolyany mix (PSS).

4. Data transmission in Federal Highway Agency (Rosavtodor) about the course of preparation of
contract organizations by the winter period, according to the approved form is organized.

5. Timely preparation of the road and operational equipment occupied on winter content was
provided. Total quantity of the equipment of 347 units (KDM-of 144 units; The Autograder — 43
units; Shnekorotorny snowplows — 19 units; Rotor hinge plates — 4 units; Lift trucks — 61 units; The
Bulldozer — 16 units; The Tractor — 64 units)

6. Warm stoyanok for the road equipment of-35 pieces and the room for rest and heating working 33
objects were prepared.

7. Work of the center of operational production management of FKU Uprdor Moscow-Volgograd
(TsOUP) and control centers of production of contract organizations (TsUP), for the purpose of
implementation of monitoring of a transport and operational condition of subordinated network of
highways and interaction with services of Rosavtodor on duty, Regional Department of the Ministry
of Internal Affairs, GU traffic police, Ministry of Emergency Situations, EDDS is organized.
Monitoring of a meteosituation on sections of highways is performed by means of video posts —
meteo control, the federal roads established along network with an interval of 40-50 km. In total 58
video posts and 43 posts of meteocontrol. R-22 Caspian Sea - 51 pieces (30 pieces of video and 21
pieces of meteocontrol). R-132 of Kaluga-Tula-Mikhaylov-Ryazan — 6 pieces (3 pieces of video and
3 pieces of meteocontrol). P - 193 Voronezh-Tambov — 6 pieces (3 pieces of video and 3 pieces of
meteocontrol). R-119 Oryol-Livny-Yelets-Lipetsk-Tambov-6sht. (3 pieces of video and 3 pieces of
meteocontrol). R-208 Tambov-Penza with a bypass of Tambov —1 5 pieces (9 pieces of video and 6
pieces of meteocontrol). R-228 of "Syzran-Saratov-Volgograd" - 17 pieces (10 pieces of video and 7
pieces of meteocontrol). On dangerous sections of the road where there is no possibility of
connection to the fixed network of electricity transmissions, the video meteocontrol posts working
from solar wind energy are established: R-228 of "Syzran-Saratov-Volgograd" of km 533 (around the
item of Belogorki), R-22 Caspian Sea of km 646.

8. Public contracts on services in submission of hydrometeorological information were signed with
the Ryazan, Tambov, Voronezh, Volgograd TsGMS.

9. In September-November, 2016 joint meetings on winter content, and also reviews of the road
equipment with representatives of traffic police, the Ministry of Emergency Situations,
administrations, contract organizations are held. Such actions became traditional for Management,
they allow to support fixed personal contact, both at the level of a management, and at the level of
contractors that gives the chance to work for result.

10. For the purpose of strengthening of control of observance of requirements of Management and
regulating documents regarding safety of traffic in production sites of a roadwork, a number of
meetings with representatives of the contract organizations which are carrying out works on a
construction, reconstruction, capital repairs, repair and content of highways and road constructions,
representatives was held regional UGIBDD of Regional Department of the Ministry of Internal
Affairs of Russia. At these meetings the following questions were considered:

— the list of the main actions necessary for safety of traffic in production sites of a roadwork;

— fixing of responsible persons in the contract organizations which are responsible for traffic safety
on objects;

— the list of innovative means of the organization of traffic for use in production sites of works is
recommended.
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All above-mentioned organizational and economic actions are very important for providing one of
types of an economic safety — traffic safety. As Uprdor Moscow-Volgograd is one of the main
objectives of FKU the organization of works on content and safety of highways and safety of traffic
on subordinated network, and the main performance indicator of the solution of these tasks - decrease
in quantity dorozhno — transport incidents.

In the matter for 2014-2016 together with regional GU traffic police, the positive result was achieved.
Tells lack of the facts of a stop and difficulty of the movement during the winter period, and drop of
number of road accident on all indicators about it.

In table 1. data on a condition of accident rate on federal highways FKU Uprdor Moscow-Volgograd
in 2014,2015,2016 years are submitted.

Table 1: Condition of accident rate on federal highways FKU Uprdor Moscow-Volgograd in 12
months 2016 — 2014.
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The analysis of monitoring of level of traffic safety showed that traffic safety depends on many
factors, in our opinion, are basic of which:

— quality of a paving;

— the held events for arrangement of the road technical means of the organization of traffic,
including innovative;

— innovative process of development of the new equipment, progressive technologies and new
materials;

— the efficiency and quality of work characterizing professional qualification of specialists of FKU
Uprdor Moscow-Volgograd;

— level of culture of participants of traffic.

However still many questions remain not solved. In particular the analysis of road accident in 12
months 2016 showed that on federal highways FKU Uprdor Moskva — Volgograd 30 road accidents
with shortcomings of a transport-operational condition of a street road net are registered:

— 14 DTP-DU shortcomings of winter content;

— 8 DTP-DU absence, bad discernability of a horizontal marking of the carriageway, 7 road
accidents are registered in production sites of a roadwork;

— 5 DTP-DU unsatisfactory condition of roadsides, 4 road accidents are registered in production
sites of a roadwork;
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— 1 DTP-DU defect of a covering;
— 1 DTP-DU lack of sidewalks (walking paths);
— 1 DTP-DU lighting is defective, it is provided in the fig 1.

Share of the road transportincidents (RTT) with the accompanyvingroad
conditions

30

EDTP550/94%

m Road eccident with tse
accampanying road conditions
30/6%

Figure 1 : Share of the road transport incidents (RTI) with the accompanying road conditions

On federal highways treat the prevailing types of road accident: crash - 60%; capsizing - 16%;
accident of running-down the pedestrian of-10%; arrival on costing the CU - 6%; a head-on crash -
6%; other type of road accident - 2%, are presented in the fig 2.
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11

33 B crasn—330/60%

55 W capsizing — 88/16%

H accident of running-down the
nedestrian of- 55/10%

B arrival an costing the CU -33/
5%
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Figure 2 : Main types of the road transport incidents (RTI)
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Main reasons for violation of traffic regulations by drivers: driving into the oncoming lane of the
movement - 38%; non-compliance with the high-speed mode - 20%; the wrong choice of a distance -
15%; non-compliance with sequence of journey - 10%; overtaking violation of the rules - 7%, is
presented in the fig 3.

Mainreasons for traffic offense
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B overtaking violation of the rules
—38/7%

20

Figure 3 : Main reasons for traffic offense

Distribution of number of road accident on time of day: at night there were 308 road accidents (56%);
in the afternoon there were 242 road accidents (44%).

Huge value from the point of view of ensuring an economic safety of transport infrastructure and
traffic safety is process of implementation and development of the new equipment, progressive
technologies and innovative materials, transport and transit opportunities of Russia.

In 2016 on objects of reconstruction, repair and capital repairs of roads and road constructions and
objects of content 22 innovative technologies on 56 objects for the total amount of 1 016 701,747
thousand rubles were applied:

1. On sections of highways with a cement-concrete covering for an exception of the reflected
treshchinoobrazovaniye through again laid asphalt concrete layers, the method of crushing of plates
using vibroresonant technology was chosen. The vibroresonant technology consists in a
predotvrakshcheniye of formation of cracks in strengthening layers due to final fracture of a
tsementobeton. Total area constituted 47241,9 sq.m.

2. Other method of repair of a cement-concrete covering is the method of fragmentation of a
tsementobeton by impact of the shock and rotary mechanism. Total area of works constituted 71
505,0 sq.m.

3. On sites of capital repairs and repair of asphalt concrete coverings the basis device method by
method of cold regeneration with addition of the knitting and mineral material on the total area of
161075,0 sq.m was applied.

4. For increase in crack resistance, delay of a koleeobrazovaniye and prolongation of service life of a
covering the polymeric geogrid was applied to reinforcing of asphalt concrete coverings. Total area
constituted 352 237,0 sq.m.
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5. Nonwoven geosynthetic fabrics as a layer in front of the device of road clothes were applied to
delay of process of penetration of soil particles into the crushed-stone basis. Total area constituted
119665,0 sq.m.

6. On the site of reconstruction in the Volgograd region the km 922 — km 932 10 km long used the
device of the upper coat layer from a heavy tsementobeton, with the plasticizing BASF additive, with
a total area of 61700,0 sq.m.

7. For increase in traffic safety, decrease in accident rate in production sites of a roadwork mobile
autonomous traffic lights, simulators of devices of control of the high-speed mode were used.

Considerable part of new technologies leads to increase of property development costs. The effect at
the same time is reached due to decrease in number of the road accidents, increase in reserve
maintenance periods, durability of asphalt concrete coverings and designs of bridge constructions,
cost reduction on operation, increase in aggregate term of service of a construction.

As we already mentioned, one of the moments of ensuring an economic safety of transport
infrastructure are performance indicators and qualities of work characterizing professional
qualification of specialists of division.

From our point of view, their skills in case of performance of works, shall contain the following
characteristics:

1. Timely submission of information and offers on the received economy and its use, by results of the
held competitions and auctions.

2. Qualified forming of the program of a roadwork the next years on reconstruction, capital repairs,
repair and content of highways.

3. Improvement of quality of the performed works and timely remedial action revealed in the period
of the warranty.

4. Absence and minimizing of the facts of the road accidents which reason unsatisfactory road
conditions, non-admission of the facts of breaks and delays of movement of transit vehicles were.

5. Timely filling of all subsystems of the basic module "Repair and Content of Highways" as a part of
the applied system "Management and Control of Accomplishment of a Roadwork on Content and
Repair of Highways and Artificial Constructions on Them" of the Automated control system of
Federal Highway Agency", including regarding forming of the work program, monitoring of holding
procedures of the state order, monitoring of accomplishment of work programs.

6. Forming by the contract organizations involved on content of highways of work orders on
performance of works in PTK "Dortransnavigation".

7. Fixed process of increase in professional skills and qualification of employees of FKU Uprdor
Moscow-Volgograd (carrying out technical study, days of quality, participation in various
conferences and seminars).

8. Implementation and use of scientific achievements in the technical and technical and economical
and managerial sphere.

Conclusion

Let's note that developed actions and offers on ensuring an economic safety of consumers of transport
infrastructure which were partially used in work of FKU Uprdor Moscow-Volgograd received
positive result. So following the results of 2016, from content of a research, it is possible to establish
the fact that FKU Uprdor Moscow-Volgograd achieved decrease in number of road transport
incidents with the same period of 2015 and 2014. The statistics of road transport incidents is not
simple figures, but the saved human lives. To force to work the scheme "good roads-safe roads" not
simply, it is no secret that not each road is safe and on turnover.

Thus, complex approbation and implementation of the offered organizational and economic tools will
allow to enhance the mechanism of an economic safety of consumers of motor transportation
infrastructure.

And competent use of a manpower and distribution of opportunities of FKU Uprdor Moscow-
Volgograd with the maximum concentration of forces of qualified specialists on the most responsible
and weak points, will allow to increase the rates of repair, to increase quality of works and to fixedly
pay attention to questions of implementation of modern and effective remedies of the organization of
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traffic, in close interaction with the interested services of regions.
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Abstract

In the article psychological aspects of a problem of well-being of the person in modern conditions are
considered. Based on the analysis of scientific sources, it was concluded that at the present time the study
of subjective economic well-being should become an important direction for studying psychological well-
being, taking into account the cross-cultural context, focusing attention on a group of the population of
young people of 16-17 years old.The chosen research approach was aimed at studying such components
of psychological well-being of students as: subjective economic well-being, perception of their personal
competitiveness, peculiarities of religiosity and coping strategies and was conducted in sociocultural
conditions of Cheboksary, Chuvash Republic, the Russian Federation. The study involved 105 young
people (age of respondents 17 + 0.51).The study showed the existence of interrelationships of
psychological well-being (indicators of subjective economic well-being, present and prospective future),
perception of their personal competitiveness and dominant coping strategies and indicators of individual
religiosity of students. Significant interrelations between the integral index of subjective economic well-
being, revealing a generalized assessment of the present and future material life, and self-assessment of
personal competitiveness, as well as with coping strategies "seeking social support"”, "solving problems"
were revealed. It has shown the fact that students who have more favorable subjective economic well-
being highly appreciate their ability to be successful in modern conditions, achieve their goals even in a
competitive environment, rely on active behavioral problem-solving strategies and strategies for finding
social support.

Keywords: psychological well-being, subjective economic well-being, personal competitiveness,
religiosity, coping strategies, schoolchildren.

Introduction

Modern Russian society is in the process of significant socio-economic, sociocultural transformational
changes, the creation of qualitatively new economic conditions for life, the formation of fundamentally
new social relations. Since the transition from one socio-economic system to another is always associated
with great difficulties, the problems that arise while this cannot but affect the psychological well-being of
the person. The subjective perception of well-being and unhappiness reflects these changes and is, on the
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one hand, a serious indicator of the country's economic and political development, and on the other, a
factor that largely determines human behavior in the field of politics and the economy.

The problem of the well-being of the individual is one of the fundamental problems in many scientific
disciplines, but recently this subject has become the subject of attention of psychologists. In the foreign
psychology of the individual, studies of psychological well-being have intensified since the second half of
the 20th century. In addition to developing the methodological apparatus of research, special attention
was paid to changes in the level of psychological well-being in connection with social, cross-cultural
conditions, urbanization, religiosity and other factors (Bradburn N., Diener E., Oishi S., Lucas R.E., Deci
E.L., Costa P.T., McCrae R. R., Easterlin R., Hermalin, Kenny, Ryan, Deci, Ryff C.D., Waterman A.S.,
and others).

In the psychology in Russia the subjective approach to the study of well-being, the search for the
relationship of psychological well-being with various personality traits (meaningfulness of life,
meaningful orientations, life strategies, the sovereignty of psychological space, etc.), the influence of
various objective and subjective factors on the psychological well-being of the individual is of particular
importance for scientists (Baranova A.V., Beskova T.V., Buchatskaya M.V., Voronina A.V., Gordeeva
T.O., Dzhidaryan I.A., Idobayeva O.A., Sozontov A.E., Uglanova E.A., Fesenko P.P., Fetiskin N.P.,
Shamionov R.M., Shevelenkova T.D., Shiryaeva O.S., and others).

In recent years, studies have been carried out on the role of different types of internal and external
motivation in the psychological well-being of university students (Gordeeva T. O., Sychev O.A., Osin E.
N., 2013), self-attitude and self-esteem as predictors of the psychological well-being of the individual
(Kozmina L. B., 2013), the relationship between the satisfaction of basic psychological needs and labor
motivation and subjective well-being of employees (Osin E. N., Suchkov D. D., Gordeeva T. O., Ivanova
T.Yu., 2013) and a number of others.

The authors have accumulated considerable empirical material on the study of various aspects and the de-
terminator of psychological well-being.

From the point of T. D. Shevelenkova, P. P. Fesenko (Shevelenkova T. D., Fesenko P. P., 2005), psycho-
psychological well-being is an integral indicator of the degree of a person's orientation to the realization
of the main components of positive functioning, and also the degree of realization of this orientation. It is
subjectively expressed in a sense of happiness, self-satisfaction and own life.

One of the promising areas for studying psychological well-being is to study its relationship with the
religiosity of the individual. Religion as a social phenomenon functions in the form of beliefs and
practical actions to which, as psychologists have proved, people turn when they struggle for their
existence with their own forces in the conditions of their complex reality and when they are unable to
solve their daily problems by their own efforts (Krysko V.G., 2006).

Traditionally, religiosity is regarded as one of the resources of the resistance of the individual to negative
life situations, a significant personal resource, a refuge for comfort, stability and strength, hope for the
best. For example, religiousness and social support are important personal resources in the fight against
illness (Pargament K., Koenig H., Perez L., 2000; Dunaeva, 2012; Zakharova, A. N., Dulina, G. S.,
Gartfelder, D.V., Semenov V. L., 2018).

As a result of the research by M. N. Semenova (Semenova M. N., 2014) it was found differences in the
relationship between the components of psychological well-being, religious orientations and religious
beliefs in men and women during adulthood. T.V. Beskova (Beskova T. V., 2015) considered the
correlation between psychological well-being and morality and religiousness of the individual. It was
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revealed that certain components of morality and religiosity affect the feeling of psychological well-being
or disadvantage of the individual.

Also, in our opinion, important and promising in modern conditions is the scientific problem connected
with the study of subjective economic well-being, which has been actively developed recently thanks to
research by V. A. Khashchenko. In the concept of V. A. Khashchenko (Khashchenko V. A., 2011)
subjective economic welfare is defined as an integral psychological indicator of a person's life, expressing
a person's attitude to his actual and future material well-being and is an essential element of the subjective
well-being of a person. In the author's research (Khashchenko V. A., 2015), it is shown that the
cumulative influence of the objective characteristics of an individual (age, level and type of education,
marital status, type of household) on the subjective economic well-being of representatives of active
working age is not so significant. It is non-linear in nature due to its mediation by the general level and
type of subjective well-being of a person, the stage of the person's life cycle. Factors of gender and the
presence of children act as the most significant predictors of economic well-being.

It should be noted that the cross-cultural context plays an important role in studies of the subjective well-
being of the individual (Fisher R., 2012) Fisher R. stresses the need for greater involvement of cross-
cultural psychologists in the study of well-being. On the basis of a theoretical and analytical review of the
subjective and objective well-being, the basic inference is the thesis of the nonlinearity of this
relationship and the crucial role of culture and the social context as mediating factors that affect the
"refraction” of subjective well-being in the objective context by Dontsov A. 1. with co-authors (Dontsov
A. 1., Perelygina, Rickel, 2016). Shamionov R. M. (Shamionov, 2014) cites data on the features of
subjective welfare conditioned by the ethnopsychological status of the individual and the nature of
interethnic relationships, making a conclusion about the high social, scientific, theoretical and practical
importance of ethnopsychological studies of subjective well-being in Russia.

Currently, an actual, in our opinion, is the study of the psychological characteristics of the well-being of
students of high school in the period of early adolescence. Meanwhile, as noted Burmykina I. V.
(Burmikina I. V., 2000), the peculiarity of this age and social period is that this is the final stage in the
formation of the personality in childhood, the primary socialization, the transition to the adulthood world
that is opened before the graduates, where society will see in them independent subjects of various kinds
of activity. There are changes in the structure of the life of a young man, causing the need for significant
personal restructuring. The importance of this period is that those who do not have the necessary potential
to some extent, can become disadapted in a society and are not able to adjust normally to the changing
conditions of life.

This topic is considered by us in the context of students' search for effective strategies for adapting to
changing the social role and status, the perception of their well-being and personal competitiveness in a
changing socio-economic environment.

Subjective perception of their psychological well-being in the time perspective, expectations and
confidence in a favorable future in the field of professional life are close in their orientation to the content
side of research on personal competitiveness. The problem of the psychology of personal competitiveness
of students in the sociocultural conditions of the Chuvash Republic was devoted to a number of works
(Morova N. S., Zakharova A. N., Talanova T. V., Dulina G. S., Nikolaev E. L., 2017; Morova N. S.,
Zakharova A. N., Talanova T. V., Dulina G.S., Kadyshev E. N., 2017). For example, in one of the studies
of student youth, it was revealed that more than two-thirds of future specialists are not confident in their
future competitiveness-their own economic future, not very appreciating their conditions of economic life
and their changes in the system of economic expectations (Aleksandrov A. Y., Zakharova A. N,
Nikolaev E. L., 2015).
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Based on the analysis of scientific sources, our research approach was aimed at studying such
components of psychological well-being as: subjective economic well-being, perception of one's personal
competitiveness, features of religiosity and coping strategies and their interrelationships.

Method and Results

The research was devoted to the study of these indicators among the students and conducted in
sociocultural conditions in Cheboksary, the Chuvash Republic, the Russian Federation.

The study involved 105 young people (age of respondents: 17 + 0.51) studying in different educational
institutions: 35 students of the 11th grades of the gymnasium, which is included in the 500 best
educational organizations of the Russian Federation, showed high educational results in 2014-2015
academic year (group 1), 35 students of the 11th grade of the secondary general education school (group
2), 35 students of the technical school (group 3). 80% of respondents who took part in the study were
young men, 20% were girls.

Research methods are: the analysis of scientific sources, questioning, the method of mathematical and
statistical data processing, psychodiagnostic techniques, such as:

. Test for determining the structure of individual religiosity (Myagkov I. F., Shcherbatykh Yu.V.
, Kravtsova M.S., 1996);

. Technique "Indicator of coping strategies" by J. Amirkhan (Amirkhan, J.H., 1990) (Ilyin E. P.,
2004);

. Methodology "Express diagnostics of personal competitiveness" (Fetiskin N. P., Kozlov V. V.,
Manuylov, G. M. 2002);

. Questionnaire "Subjective economic well-being" by V.A. Khashchenko (Khashchenko V. A.,
2011).

The obtained data were processed by methods of mathematical-statistical analysis (relative values, single-
factor analysis of variance, correlation analysis).

The questionnaire "Subjective economic prosperity” by V. A. Khashchenko makes it possible to measure
subjective economic well-being, which is viewed as a relation of the individual to the material aspects of
life and expresses the vital position in the sphere of material ideas and consumption. The questionnaire
includes several scales - economic optimism, the current well-being of the family, financial deprivation,
adequacy of income, economic anxiety (Khashchenko V.A., 2011). Integral (general) index of subjective
economic well-being is a complex indicator that includes measurement of subjective assessments of
different aspects of personal material life.

A single-factor analysis of the results of the three groups revealed that there are significant differences in
the methodology of "subjective economic well-being" between groups across all scales.

For all indicators, the average values for indices were lower for students studying in an average special
educational institution (college).

Schoolchildren who study in the secondary school have a higher degree of economic optimism, reflecting

an optimistic assessment of external and internal conditions for the growth of material well-being
compared to other groups studied.
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Students who study at the gymnasium have a higher degree of subjective adequacy of income to the needs
of the individual; evaluation of the family's well-being, reflecting subjective assessments of the financial
situation of their families. At the same time, they have higher averaged indicators of financial deprivation
than average pupils studying in the secondary school. They are more deprived of money; they have higher
indicators of economic anxiety and anxiety, reflecting the degree of financial stress. Despite the presence
of a certain share of economic anxiety and anxiety, the overall level of subjective economic well-being,
as an integral psychological indicator of a person's life, expressing the person's attitude to his active and
future material well-being was the highest among all in this group of students.

The degree of the personal competitiveness, i.e. the ability to achieve high results in the current socio-
economic conditions, in a highly competitive environment, was highly rated by schoolchildren in Group 1
- students of the 11th grades of the gymnasium (14.85 £ 8.12). But among them were the majority of
students who, in spite of high educational indicators, assessed their personal competitiveness at the
middle and low levels. On the second place there were schoolchildren of group 2 - students of the
secondary general school (13.4 £+ 7.81). On the third place there were students of college (10 + 7.85).

One-way analysis of the results of the three groups revealed that, according to the indicator of personal
competitiveness, there are significant differences between groups (p<0.05).

The inclusion in the analysis of psychological factors of the specific features of the religiosity of the
population of Russia acquires special significance in the conditions of a multipolar world in a country
characterized by multi-confessionality and polyethnicity. From the data obtained by various groups of
researchers, the number of people, who carry themselves to believers, during the 1990's. increased and by
the end of the century amounted from 70% to 74% of the adult population of the country (Garadzha V. L.,
2007). Only 25% of respondents did not consider themselves to be religious in the survey data on the
religiosity of modern Russians. According to the general indicators of religiosity, which include students'
answers to questions about the existence of God, the importance of religion in their lives and the
existence of religion, Russian schoolchildren are in the middle position among a number of European
countries (Kozyrev F. N., Valk P., 2009; Kozyrev F. N., 2012).

The study showed that the highest level of individual religiosity indicators according to the questionnaire
"The structure of individual religiosity" in the sample as a whole M % o) (5.62 + 2.44) was shown on a
scale reflecting the tendency to treat religion as philosophical concept (epistemological roots of religion).
This trend is most clearly manifested in group 1 (studying in the gymnasium) (5.83 + 2.49).

In second place (5.43 + 2.64) is the tendency to view religion as a source of support and consolation. This
indicator is also higher for schoolchildren studying in the gymnasium.

The following are rates of individual religiosity according to the scales "External signs of religiosity"
(4.99 + 3.13) and "belief in the creator and recognition of the existence of a higher power" (4.93 + 2.94),
i.e. such students are entrusted to the existence of some higher power and they have external signs of
religiosity: they seek to conform to the norms of religious belief with the help of external religious
attributes, celebrate religious holidays, but they do not attend church regularly, they do not observe fasts.

Of all the components of individual religiosity, the least inclined are those that show manifestations of the
existence of religious self-awareness (3.52 + 3.08), the need for believing, the perception of religion as an

example of moral norms of behavior, the identification of religion and magic.

A single-factor analysis of the variance of the individual religiosity in the groups examined showed no
statistically significant differences between them.

Achieving high results in the current socio-economic situation is largely due to the effective resolution of
problems. Studies in the socio-cultural conditions of Chuvash republic indicate the prevalence of active
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problem-solving strategies and strategies aimed at seeking social support over passive avoidance
strategies in a healthy population.

A single-factor analysis of the results using the method of "Indicator of coping strategies" by J. Amirkhan
in the groups examined showed the presence of statistically significant differences between them at a high
level of importance on the scale "Search for social support” (p< 0.05).

The dominant coping strategy (23.64 + 4.28) for the students was a problem-solving strategy - an active
behavioral strategy in which a person tries to use all available personal resources to find possible ways to
effectively solve the problem has proved to be the most inherent in each of the three groups of students.
Comparative analysis showed that this strategy is most often used by students of the secondary general
education school (group 2) (24.54 £ 3.98), then group 1 (24.08 + 4.53), then group 3 (22.28 + 4.006).

In the second place for each of the groups (the total for the sample is 21.50 + 4.97) was the strategy of
finding social support, i.e. active behavioral strategy, in which a person for effective resolution of the
problem turns for help and support to his environment. Such a strategy from all groups is most common
for students in the gymnasium (group 1) (23.2 + 4.86), then group 2 (21.25 + 5.39), college students least
rely on the help of family, friends, significant other people (20.02 + 4.16).

In the third place for students of the study (total sample of 19.89 + 3.94) was the avoidance strategy, such
behavioral strategy, in which a person tries to avoid contact with the surrounding reality, run from solving
problems. An illness or the use of alcohol, drugs can be used as a way out from solving problems.
Comparative analysis revealed that such a strategy from all groups is more often used by students of
secondary school (group 2).

In connection with the research approach chosen by us, we were interested in the interrelationship
between psychological well-being, personal competitiveness and religious characteristics of students,
their coping strategies.

The mathematical-statistical analysis of the results of the study included also the Pearson correlation
analysis.

Correlation analysis revealed a significant interrelation between the integral (general) index of subjective
economic well-being, measuring the subjective assessment of material life, and self-assessment of
personal competitiveness (r = 0.23, p<0,05). Students who have more favorable subjective economic
well-being highly appreciate their ability to be successful in the current conditions, to achieve their goals
even in a competitive environment.

Positive relationships between the integral (general) index of subjective economic well-being and coping
strategies "solving problems" (r = 0.21, p<0.05), "social support search" (r = 0.26, p< 0.01), and with
such an indicator of individual religiosity as "external signs of religiosity" (r = 0.26, p<0.01) were also
revealed.

Such a component of subjective economic prosperity as the IEO is the index of economic optimism and
confidence, has a significant relationship with the self-assessment of personal competitiveness (r = 0.23,
p=<0,05), coping strategies "solving the problem" (r = 0.29 , p<0,01) and "search for social support» (r =
0,32, p<0,01). Students are optimistic about the external and internal conditions of growth of material
goods, perceive themselves as more competitive personality. Optimistic perception of their material
present and future is based on the social support of their environment, on the confidence in their ability to
solve problems.
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The index of economic optimism and confidence has a significant correlation with such indicators of
individual religiosity as "search in religion for support and comfort" (r = 0.21, p<0.05) and "extraneous
signs of religiosity" (r = 0.21, p< 0.05), with no more significant relationships with any components of
the individual religious.

The study showed that the IFD - index of financial deprivations and IEA - economic anxiety, reflecting
the degree of lack of material resources, does not have significant interrelations with the characteristics
studied (personal competitiveness, indicators of individual religiosity, coping strategies).

The analysis of the relationship between the perception of their personal competitiveness and the
indicators of individual religiosity revealed significant positive relationships between personal
competitiveness and the scale "the tendency to seek support and consolation in religion" (r = 0.31,
p<0.01), the scale "ratio of the subject to religion as a model of moral norms of behavior "(r = 0,26,
p<0,01) by the scale "presence of religious identity and need for belief"(r = 0,22, p<0,05), which is
possible that support for students of religion is one of the coping resources of the individual, help in
overcoming difficult life situations, in achieving high results.

The analysis of the relationship between the perception of their personal competitiveness and dominant
coping strategies revealed significant positive relationships between personal competitiveness and such
coping strategy as a "problem solving strategy" (r = 0.27, p<0.01). Thus, self-evaluation of the possibility
of achieving high results in the academic and future professional is not related to avoiding problems, but
is aimed at their solution.

Conclusion

The article deals with the psychological aspects of well-being of the personality in the current socio-
economic conditions. Based on the analysis of scientific sources, it was concluded that the study of
subjective economic welfare should become an important direction in the study of psychological well-
being; taking into account the cross-cultural context; focus attention on the group of people of 16-17
years.

The study of the psychological characteristics of the well-being of students of high school is examined by
us in the context of their search for effective strategies for adapting to changing the social role and status,
and the perception of opportunities for achieving well-being in a changing socio-economic environment.

The chosen research approach was aimed at studying such components of psychological well-being of
students as: subjective economic well-being, perception of their personal competitiveness, peculiarities of
religiosity and coping strategies and was conducted in sociocultural conditions of Cheboksary, Chuvash
Republic, the Russian Federation. The study involved 105 young people (age of respondents 17 + 0.51),
studying in various educational institutions.

The study showed the existence of interrelationships of psychological well-being (indicators of subjective
economic well-being, present and prospective future), perception of their personal competitiveness and
dominant coping strategies and indicators of individual religiosity of students.

An analysis of the results of young people aged 16-17 studying in various educational institutions
revealed that there are significant differences between groups in terms of indicators of subjective
economic well-being, personal competitiveness and coping strategies. There were no significant
differences between the groups according to the psychological features of religiosity.

Subjective economic well-being, being an important psychosocial characteristic of the individual as a
subject of economic activity, reflects not only the level of perception and assessment of actual well-being
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and well-being, but also economic expectations, i.e. the attainment of well-being in the future. As a whole
it was highly evaluated by schoolchildren who study at the gymnasium, despite the presence of a certain
share of economic anxiety and anxiety. The average rates for indices for all indicators were lower for
students attending college. Schoolchildren of the secondary school have a higher degree of economic
optimism, reflecting an optimistic assessment of external and internal conditions of growth in material
well-being compared to other groups studied.

Significant interrelations between the integral index of subjective economic prosperity, showing a
generalized assessment of the present and future material life, and self-evaluation of personal
competitiveness, as well as with coping strategies "seeking social support”, "solving problems", i.e.
students who have more favorable subjective economic well-being highly appreciate their ability to be
successful in modern conditions, achieve their goals even in a competitive environment, rely on active
behavioral problem-solving strategies and strategies for finding social support.

Based on the results of the study, the students are provided with recommendations on psycho-
psychological work for the development of psychological well-being and personal competitiveness in
three areas - educational, training and consulting. The basis of the programs being developed are didactic
features of pedagogical interaction as the basis of university education (Kryukova N. I. & Zakharova A.
N., 2017), ethno-cultural and social dominants of pedagogical education in the conditions of the region
(Morova N.S., Talanova T. V., 2015), criteria and indicators of performance monitoring (Kutuev R. A. &
Mashkin N. A., 2017).

The research shows that the most effective development would be the earlier development of personal
competitiveness, which could be realized in the context of modern tendencies of psychological and
pedagogical support of gifted children, applied in the system of interaction "school - higher education
institution" (Alexandrov A. Yu. & Zakharova A. N, 2018).

The polypragmatic approach is used to develop the competences of students, as the integrity of
dialectical, search, synergetic and competent approaches that ensure success and effectiveness in
developing the competence of students in the educational area (Erdyneeva, K.G., Nikolaev, E. L, 2016),
which requires special professional competence of teachers (Drovnikov A. S., Nikolaev E. L., 2016).
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Abstract

This paper aims to investigate students’ intentions of Princess Sumaya University for Technology (PSUT)
in Jordan, and Kuwait University (KU) in Kuwait toward entrepreneurship after their graduation, and
how they differbased on their individual characteristics, contextual and demographic factors. In order to
accomplish the research objectives, a conceptual framework was designed. The conceptual framework
consists of four major constructs: individual characteristics, contextual factors, demographics’ factors and
entrepreneurial Intentions.This research is an exploratory study.The data were collected through a self-
administrated questionnaire from on aconvenient sample of 250 third and fourth year business students
atboth universities. The responses rate was about 83%. The findings of this study showed that student’s
intention to become entrepreneurs after graduation (intend vs. will not intend) differ in terms of
theirindividual characteristics and contextual factors in both universities together, but they were not
different in terms of their demographics’ characteristics; gender and university.

Keywords: Entrepreneurial Intentions, Students’ Personal Characteristics, Contextual Factors, Jordan,
Kuwait

Introduction

This study discusses entrepreneurship, which is an increasingly researched field with considerable
academic efforts. It is an important topic as it occupies an important position in countries' economies.
Much efforts focus on the entrepreneurship education, which helps to develop and gain momentum, and
which contributes to comprehend the entire topic. Entrepreneurship, particularly in the developed
countries, is viewed as a major strategy that can contribute in solving economic and social issues such as
unemployment issues that can be resolved by encouraging entrepreneurs to start their own businesses.
Entrepreneurship education has become an essential economic and social phenomenon and an academic
and teaching field (Fayolle & Gailly, 2008:569; GEM, 2006; Niyonkuru, 2005:6). With the rapid
evolution of more complex technologies and globalization, creation and development of the innovative
private initiatives gained a distinguished interest. Jordan and Kuwait are among the countries which view
entrepreneurship as an opportunity to produce positive changes in economic and social spheres by
encouraging citizens to start organizing and achieving their own projects and be self-employed. The
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reason behind this encouragement refers to the fact that governments are not able to provide sufficient job
opportunities in the public sector than was previously (AL Zu'bi, 2018).

The current study has attempted to answer the following questions:
1. Do PSUT and KU students intend to become entrepreneurs after graduation?

2. Do PSUT and KU students consider that their universities offer an effective entrepreneurship
education, which helps them to become entrepreneurs?

3. Do PSUT and KU students consider that their universities provide sufficient facilities and
incentives to encourage them to become entrepreneurs following their graduation?

4. Are PSUT and KU students’ intentions to become entrepreneurs after graduation differ or
similar based on their individual characteristics, contextual factor and demographic
characteristics?

5. Do PSUT and KU students have positive individual characteristics, which can influence their
intentions toward entrepreneurship?

6. Do PSUT and KU students consider contextual conditions in their countries positive enough to
influence their intentions toward entrepreneurship?

This paper organized as follows. It offers the research questions, comprehensively reviews the literature
and previous studies that are related to the research variables. Then, presents the methodology in which
the research is organized where it includes research objectives, research instrument, population, sample
and procedures, the method of data collection, study variables measurement and instrument design, scales
reliability and validity test, and statistic treatment. Next, the collected data make use of the research tool,
which was analyzed and discussed pursuant to the research objectives. Finally, a summary of the major
findings, recommendations and conclusions is introduced in this section.

Literature Review

This section provides a literature review related to the research study.

Literature Review

This section introduces a literature search that is relevant to the topic to guide research. Many researchers
have studied entrepreneurship as follows; McClelland provides a list of traits of successful entrepreneurs
(McClelland 1987). Begley and Boyd examine the prevalence of five psychological attributes for a
sample of 239 members from the Smaller Business Association of New England established
entrepreneurs. The examined attributes are: need for achievement, locus of control, risk-taking tolerance,
tolerance of ambiguity and type of behavior. The study investigated the attributes, which distinguish
entrepreneurs from non-entrepreneurs, and whether or not the entrepreneurial attributes relate to the
financial performance. The study results show that entrepreneurs score significantly higher than non-
entrepreneurs does on three dimensions: the need for achievement, risk-taking tolerance and tolerance of
ambiguity. Both groups manifested an internal locus of control and shared a perception by which they can
influence events in their lives and be free from external forces (Begley & Boyd, 1987). Robinson and
others explained the Entrepreneurship Attitude Orientation (EAO) by using 63 undergraduate students.
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The study reveals important difference between known groups for the entire four EAO subscales
(personal control, self-esteem, achievement and innovation) (Robinson et. al. 1991).

Baron & Markman suggest that entrepreneurs' social skills play an important role in their success. A high
level of social capital, built on a favorable reputation, relevant previous experience, and direct personal
contacts, often assists entrepreneurs in gaining access to venture capitalists, potential customers and
others. Additionally, the nature of the entrepreneurs' face-to-face interactions can strongly influence their
success. Specific social skills make first favorable impressions that could adapt to a wide range of social
situations, and can be persuasive, can influence the quality of these interactions. Furthermore, social skills
can help entrepreneurs to expand their personal networks to contribute to their social capital and take
advantage of such opportunities to reap important benefits (Baron & Markman, 2000).

Baron and Markman measure several aspects of social competence in two different industries (cosmetics
and high-tech). The study results indicate that one aspect of social competence is positively related to
financial success for both entrepreneurs’ groups. Furthermore, social adaptability relates to the financial
success for entrepreneurs through the cosmetics industry, and expressiveness is related to such a success
related to the entrepreneurs within the high-tech industry. The findings also show a high level of social
capital, a favorable reputation and extensive social network, which assists entrepreneurs in gaining access
to persons who are considered important for their success (Baron & Markman, 2003). Collins et al.
investigate how motivational characteristics can motivate people to become entrepreneurs, and why some
people are more successful than others. The study analyzed the relationship between the achievement
motivation and the entrepreneurial behavior. It is found to be proven from the research findings that the
achievement motivation significantly correlated with both choices; the entrepreneurial career and
entrepreneurial performance, and between both projective and self-report measures of the achievement
motivation were valid (Collinset al. 2004).

Littunen examines the characteristics of the entrepreneurial personality and the effects of changes in
the entrepreneur’s personal relationships. The research findings show that in order to become an
entrepreneur and to act as an entrepreneur, it is important to include both aspects of the
entrepreneur’s learning process, which has an effect on the personality characteristics of the
entrepreneur. Changes in the entrepreneur’s relations with others have an effect on the
entrepreneur’s personality characteristics (Littunen, 2000). Baum and Locke focus on 229
entrepreneur-chief executive officers and 106 associates within a single industry. The research results
reveals that goals, self-efficacy and communicated vision have direct effects on the venture growth. Such
factors mediated the effects of passion, tenacity, and new resource skill on subsequent growth. Moreover,
the study findings show that the communicated vision and self-efficacy are related to goals, and tenacity
is related to a new resource skill (Baum & Locke, 2004; Shannak et al., 2010; Alkalha et al., 2012).

Bhandari's study examined Indian business students’ desire to become entrepreneurs in the future.
Study findings showed that many personal motivating factors play a vital role toward
entrepreneurship (Bhandari, 2006). Al-Kasasbeh focuses on a random sample of Petra University
students in Jordan. It examines students’ attitudes toward entrepreneurship. The research results show that
(48.4%) of respondents are thinking of becoming entrepreneurs, while (49.3%) are not thinking of
becoming so (Al-Kasasbeh, 2008). Regnihas investigated the role of simulation as a teaching method in
preparing students to become entrepreneurs. Study findings show that simulation methods are effective in
motivating students to become entrepreneurs (Regni, 2010).Rauch & Frese analyzed the personality traits
by matching them to the tasks of entrepreneurs. The research results reveal significant correlations
between personal traits (achievement, generalized self-efficacy, innovativeness, stress tolerance, need for
autonomy, proactive personality and entrepreneurial behavior, business creation, business success)
(Rauch & Frese, 2007).

Tajeddini & Mueller study the high-tech entrepreneurs in Switzerland and the UK. It investigates two
issues. The first is the extent to which they differ in terms of the entrepreneurial characteristics. The
second issue study includes the motivational characteristics and variables that are associated with the
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entrepreneurial behavior that is spurring people to become entrepreneurs. The study findings show that
some entrepreneurial characteristics such as autonomy, risk—taking tolerance and locus of control are
higher among UK techno-entrepreneurs, while other characteristics such as the need for achievement,
tolerance for ambiguity, innovativeness and confidence are higher among Swiss techno-entrepreneurs
(Tajeddini & Mueller, 2009). Naser & Alomari compare entrepreneurship characteristics of graduate
students of Amman Arab University in Jordan and Damascus University in Syria. The study findings
reveal significant positive correlations between the entrepreneurship characteristics and entrepreneurship.
Additionally, the study results show important modifications between both groups according to the
entrepreneurship characteristics and entrepreneurship behavior (Naser & Alomari, 2011).

Giirol & Atsan investigate a random sample of two Turkish fourth-year university students who
explores the entrepreneurship profile to compare entrepreneurship attitudes including non-
entrepreneurially inclined students. The research used six traits in order to define the
entrepreneurial profile of students. These traits represent the need for achievement, locus of
control, risk-taking tolerance and tolerance for ambiguity, innovativeness and self-confidence.
Students are asked, “What are you planning to do after graduation?” in order to discriminate
between those who are entrepreneurially inclined and those who are not. The questionnaire is
administered to students with questions that are related to demographic variables, entrepreneurial
inclination and six entrepreneurial traits. The study results show that except the tolerance made for
self-confidence and ambiguity, the entire entrepreneurial traits are seen to be higher through
entrepreneurially inclined students in comparison with entrepreneurially non-inclined students. The
entrepreneurially inclined students incur greater risks when bringing greater innovativeness, tolerance,
internal locus of control and greater need for achievement (Giirol & Atsan, 2006). Ozaralli &
Rivenburgh study the U.S. and Turkish student’s entrepreneurial attitudes where 589 senior and junior
students are surveyed at two universities; a Turkish University and an American University. It can be
inferred from the results pertaining to the study that although students have a positive approach towards
entrepreneurship, both groups show a low level of entrepreneurial attitudes. Moreover, the results show
significant correlations between entrepreneurial attitudes and tolerance, risk-taking, innovativeness, and
personality attributes of optimism (Ozaralli & Rivenburgh, 2016).

The literature review shows that extensive research investigates entrepreneurship from many perspectives
and in different settings. Nonetheless, to the best knowledge of the researcher, no study deals specifically
on the relationship between entrepreneurship’s intentions, individual characteristics and contextual
factors in Jordan or in Kuwait. This justifies the need for conducting this exploratory comparative
research, which is the contribution to the literature.

Research Methodology

Introduction

This section discusses the research methodology that is used to collect, analyze and interpret the collected
data. The study followed a descriptive analytical approach by using primary and secondary sources. The
research tool is a structured questionnaire that is aimed at examining students’ intentions toward
entrepreneurship. The secondary and primary data are used in this research. The secondary data is derived
from books, journal articles and the World Wide Web. The section is divided into 4 sections, which
comprise the study population and sample, data collection, data methods and data analysis.

Study Population and Sample

Study population consists of all third and fourth-year-business students selected from PSUT and KU in
2018. The population according to the registration departments in universities reached 429 students, 174
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in PSUT and 255 in KU. The sample was a convenient sample. It consists of 250 students, which meets
the statistical standards. The total number of 203 completed questionnaires were returned, which accounts
for 81.2% response rate. According to the sample profile, Table lillustrates the distribution of the sample.
PSUT students constituted 42.4% and KU students 57.6% and 69% were females and 31%weremales
from both universities.

Table 1: Sample Profile

Demographic characteristics Frequency Percentage
University
1. PSUT 86 42.4
2. KU 117 57.6
Total 203 100.0
Gender
1. Male 63 31.0
2. Female 140 69.0
3. Total 203 100.0
Nationality
1. Jordanian 81 39.9
2. Kuwaiti 110 54.2
3. Other 12 5.9
4, Total 203 100.0
Total 203 100

Data Collection and Scale of Measurement

Data was collected from secondary and primary sources. The secondary sources included journal articles,
books and theses. Primary Sources were mainly derived from collected questionnaires. The questionnaire
was drawn from relevant literature, and was checked for its external validity by experts before it was
distributed to the study sample. Moreover, a pilot study was conducted on 25 students to ensure that
questions are obvious and understandable.

Measurement is defined as "the rules for assigning of numbers to objects in such a way as to represent
quantities of attribute" (Hair et al. 2010). The details items and scales consist of the following:

1. General information: this section of the questionnaire includes general questions about the
students’ demographic characteristics such as the gender, university and nationality.

2. The dependent variables (the students’ intentions to become entrepreneurs): The
participants are asked to indicate whether they intend to become entrepreneurs after graduation.
Respondents are asked to choose one of the following answers: (1) intend to become
entrepreneurs (2) will not intend to become entrepreneurs.

The independent variables: This section of the questionnaire includes all the independent variables
(factors) in this study (see Table 2). All items (individual characteristics and contextual factors) were
derived from previous studies and measured by using a 5-point Likert scale, which ranged from
1 = strongly disagree, to five = strongly agree. Questions were mainly close-end questions with few open-
ended and yes/no questions.
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Table 2: References of the Independent and Dependent Variables

Variables Type Variables Source
Independent Individual Optimism Shapero&Sokol, 1982
Variables Characteristics
Innovativeness Gupta et al. 2004
Chen, 2007
Risk Taking Hmieleski& Corbett, 2006
Need for Achievement McClelland, 1965

Rauch &Frese, 2007
Boissin et al., 2009

Contextual Factors | Personal experiential Seelig, 2012
activities Zaki, 2012
Entrepreneurship Gnyawali&Fogel, 1994
education & Incentives Rauch &Frese, 2007

Fayolle&Gailly, 2008
Roman et al. 2013

Amorés&Bosma,2014
Family exposure to Carr&Sequeira, 2007
entrepreneurship
Socio-economic factors Gnyawali&Fogel, 1994

Russell, 2004
Malcolm, 2013
FitzRoy et al. 2012
Amorés&Bosma, 2014

Cultural factors Lent et al. 2000
Hayton et al. 2002
Russell, 2004
Hofstede, 2014

Dependent Variable Hmieleski& Corbett,2006
Entrepreneurial Carr&Sequeira, 2007
Intentions

Data Collection Methods

A research tool collected the primary data, which is a questionnaire, and which is developed from the
literature on the subject. The questionnaire is administered to the third and fourth-year-business students
at PSUT and KU since they are exposed to courses in management and entrepreneurship. The
questionnaire consists of three parts. The first part includes 3 demographic items. The second part
consists of 37 items. The first 17 items of the questionnaire measure four individual characteristics, which
are optimism, innovativeness, risk-taking tolerance and the need for achievement. The other 20 items
measure contextual factors, which include personal experiential activities, entrepreneurship education,
family experiences in entrepreneurship, socio-economic conditions and cultural factors. The third part
includes three close-end and two open-ended questions regarding facilities and obstacles facing
entrepreneurship opportunities.

The Cronbach alpha is conducted to ensure internal consistency for the entire questions. Table3.3 shows
that the total Cronbach’s alpha reached 0.865, which indicates to a high internal consistency as the most
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often measure of reliability ranges from O to 1with values ranging from 0.60 to 0.70 as the lower limit of
acceptability (Sekaran & Bougie, 2013).

Table 3: Cronbach's Alpha

Optimism (4 questions) 0.700
Innovation (5 questions) 0.809
Risk taking (4 questions) 0.726
Achievement (4 questions) 0.741
Persona experiential activities (4 questions) 0.746
entrepreneurship education (4 questions) 0.713
Family experiences in entrepreneurship (4 questions) 0.830
Social & economic conditions (4 questions) 0.863
Cultural factors questions (4 questions) 0.718
All questions (37 questions) 0.865

The face validity of the questionnaire is ensured through a pilot study by presenting the questionnaire to 5
faculty members of KU and PSUT. The format of the questionnaire is modified according to their
comments and suggestions. Additionally, a pilot study is conducted on 25 students and is repeated after
two weeks to assure stability. The items of the questionnaire is measured on a five-point Likert scale (1)
“strongly disagree,”” (2) ‘‘disagree,”” (3) ‘‘neutral,”” (4) ‘‘agree,”” and (5) ‘‘strongly agree’’. When
measuring items, respondents were asked about their degree of agreement or disagreement. Calculated
weights of respondents’ answers on a five-point-Likert’s scale are interpreted as follows: Less than 3
means low level, 3-3.5 means medium, 3.51-3.99 means high level, and 4 and above means very high
level.

Data Analysis and Results

Analyzing Data

Descriptive statistical methods are used to analyze the collected data. These methods comprise
frequencies, percentages, means, standard deviations, variance and inferential statistics using (Version
25) of the SPSS software. After analyzing the data, the findings of the study questions are comprised as
follows:

1. Do PSUT and KU students intend to become entrepreneurs after their
graduation?

In response to this question, the study results show that the response of the majority of students is their
agreement in becoming entrepreneurs following their graduation. As shown in (Table 4), 87.2% of PSUT
students' mentions that they intend to become entrepreneurs after their graduation in comparison with KU
students (78.6%).

Table 4: Students’ Intentions toward Entrepreneurship
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UNIVERSITY PSUT KU TOTAL
YES 75 92 167
87.2% 78.6% 82.2%
NO 11 25 36
12.8% 21.4 % 17.8%
TOTAL 86 117 203
100% 100% 100%

2. Do PSUT and KU students think that their universities offer good
entrepreneurship education, which help them to become entrepreneurs?

In response to this question, 90.7% of PSUT students mention that the university does so (see Table 5). It
organizes workshops, seminars and other activities related to entrepreneurship in order to assist them in
becoming entrepreneurs after their graduation compared to KU students, who represented 80.3%.
Furthermore, 9.3% of PSUT students mentioned that the university does not organize workshops,
seminars and other activities related to entrepreneurship to help them become entrepreneurs following
their graduation in comparison with 19.7% of KU students.

Table 5: Students’ Responses on Whether Universities Offer Relevant Entrepreneurship Education

or not
UNIVERSITY PSUT KU TOTAL

YES 78 94 172
90.7% 80.3% 84.7%

NO 8 23 31
9.3% 19.7% 15.3%

TOTAL 86 117 203
100% 100% 100%

In terms of developing the curricula periodically, Table 6 shows that 84.8% of PSUT students mention
that the university updates curricula relates to entrepreneurship to assist them in becoming entrepreneurs
after their graduation compared to 85.4%of KU students. Moreover, 15.2%of PSUT students mention that
the university does not update curricula relates to entrepreneurship to assist them in becoming
entrepreneurs after graduation compared to 14.6%of KU students.

Table 6: Universities Update Curricula Periodically to become More Relevant

UNIVERSITY PSUT KU TOTAL
YES 73 100 173
84.8% 85.4% 85.2%
NO 13 17 30
15.2% 14.6% 14.8%
TOTAL 86 117 203
100% 100% 100%
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3. Do PSUT and KU students see that their universities provide facilities and
incentives to encourage them in becoming entrepreneurs when they
graduate?

Referring back to the question, the University provides incentives and business incubators for students in
order to assist them start along with their own study results (see Table 7). Based on this table, 61.6% of
PSUT students mention that the university provides incentives and business incubators to assist them in
becoming entrepreneurs after their graduation compared to 35.8% of KU students. Furthermore, 38.4% of
PSUT students mention that they do not intend to become entrepreneurs after their graduation compared
to 64.2% of KU students.

Table 7: Universities Provide Incentives and Business Incubators

UNIVERSITY PSUT KU TOTAL
YES 53 42 95
61.6% 35.8% 46.7%
NO 33 75 108
38.4% 64.2% 53.3%
TOTAL 86 117 203
100% 100 100%

4. Are PSUT and KU students’ intentions toward entrepreneurship the same

or different?

As shown in Table 8, it is mentioned by 87.2% of PSUT students that they intend to become
entrepreneurs after their graduation compared to 78.6% of KU students. Moreover, 12.8%of PSUT
students’ mention that they do not intend to becomes entrepreneurs after their graduation compared
t021.4% of KU students.

Table 8: Students’ Intentions toward Entrepreneurship According to University

UNIVERSITY PSUT KU TOTAL
YES 75 92 167
87.2% 78.6% 82.2%
NO 11 25 36
12.8% 21.4 % 17.8%
TOTAL 86 117 203
1003 100% 100%

With regards to nationality, 88.8% of Jordanian students express their intentions in becoming
entrepreneurs, and 11.2% show no interest in doing so (see Table 9). Regarding Kuwaiti students, 78%
respond that they intend to become entrepreneurs and 22% responded that they do not intend to do so (see
Table 9). As far as students of other nationalities are concerned, 75% respond that they intend to become
entrepreneurs, and 25% mention that they do not think to do so. It can be inferred from the results that
Jordanian students are 10.8% more inclined to become entrepreneurship than Kuwaiti students are, and
13.8% more than students from other nationalities are.
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Table9: Students’ Intentions toward Entrepreneurship According to Nationality

NATIONALITY Yes % NO % Total %
Jordanians 72 88.8% 9 11.2% 81 100%
Kuwaitis 86 78% 24 22% 110 100%
Other 9 75% 3 25% 12 100%
Total 167 82.3% 36 17.7% 203 100%

These results are explained despite the fact that Jordan and Kuwait are passing through critical conditions
and experiencing similar issues with regards to narrowing job opportunities, particularly in the public
sector. Nevertheless, it is still more difficult for Jordanian students than their Kuwaiti colleagues to start
their own projects and to become entrepreneurs. The reason behind this refers to the better economic
conditions incurred in Kuwait than Jordan, which makes its more critical for Jordanian students to depend
on themselves in creating their own jobs in comparison with the case with Kuwaiti students. Knowing
that Kuwait is an oil producing country, it uses to have yearly budget surpluses most of the years before it
decreased its oil prices in the last decade. On the other hand, Jordan is facing hard and critical economic
conditions, and is struggling for economic survival. Economic conditions in Jordan left very limited room
for government to provide job opportunities in the public sector. Hence, unemployment is increasing to
unprecedented levels. Therefore, Jordanian graduates including all citizens clearly understand that they
have to depend on themselves in creating job opportunities. These conditions, in turn, made Jordanian
students hope to become entrepreneurs and be able to start setting up their own businesses when they
graduate in order to get out from the vicious circle of unemployment.

5. Do PSUT and KU students have positive individual characteristics, which
can influence their intentions toward entrepreneurship?

Data analysis shows how individual characteristics of PSUT and KU students influence their intentions to
become entrepreneurs. With regards to optimism of PSUT and KU students that is measured based on the
Likert’s five-point scale, it is found that this measure reached high levels (see Table 10). Different
calculated means of PSUT students’ reached 4.06 for achievement, 4.05 for innovativeness, 4.02 for risk-
taking and 4.29 for the need for achievement. These means reflect very high qualities of individual
characteristics, which influence highly students’ positive intentions toward entrepreneurship.

The calculated means of KU students’ intentions are lower in comparison to PSUT students’ intentions
within the same scale. The calculated means of KU students’ intentions reached 3.91 for optimism, 3.53
for innovation, 3.71 for risk-taking, and 3.94 for the need for achievement. While the calculated means of
optimisms in PSUT and KU are found to be at high levels, students’ optimism levels are found higher in
PSUT than in KU.
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Table 10: The Calculated Means and Standard Deviations of Individual Characteristics
Influencing PSUT and KU Students’ Intentions toward Entrepreneurship

UNIVERSITY Optimism Innovation. Risk taking N.for
achievement

PSUT Mean 4.06 4.05 4.02 4.29
N 86 86 86 86
Std. .62 .54 .63 .57
Deviation

KU Mean 3.91 3.53 3.71 3.94
N 117 117 117 117
Std. .68 .79 .83 77
Deviation

Total Mean 3.97 3.75 3.84 4.09
N 203 203 203 203
Std. .65 74 77 71
Deviation

Differences in the levels of individual characteristics of PSUT and KU students are explained based on
different situations in which both groups face. PSUT students face acute situation compared to KU
students. This situation might be a motivating factor, which convince PSUT students to depend more on
themselves in creating job opportunities by starting to set up their own projects.

6. Do PSUT and KU students consider contextual conditions in their countries
positive enough to influence their intentions toward entrepreneurship?

Study results regarding the contextual factors, which influence PSUT and KU students’ intentions toward
entrepreneurship are shown in Tablel 1. These factors are classified into five categories, which comprise
personal experiential activities, entrepreneurship education, family experiences in entrepreneurship,
social and economic conditions and cultural factors. The calculated means of the contextual factors of
PSUT students that are measured according to the Likert’s five-point scale reached 4.06 for personal
experiential activities, 3.28 for entrepreneurship education, 3.64 for family experiences in
entrepreneurship, 2.49 for socio-economic conditions and 3.40 for cultural factors.
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Table 11: The Calculated Means and Standard Deviations of Contextual Factors Influencing PSUT and KU
Students’ Intentions toward Entrepreneurship

UNIVERSITY Persona Entrep. Famil Socio- Cult.
1 Edu. y Exp. economic | Factors Overall Mean
Exp. factors
PSUT | Mean 4.05 3.28 3.64 2.49 3.40 3.40
N 86 86 86 86 86 86
Std. Deviation .55 .70 .96 1.09 17 7
KU Mean 3.75 3.12 3.44 3.27 3.65 3.65
N 117 117 117 117 117 117
Std. Deviation 97 .90 .94 .89 .79 79
Total Mean 3.87 3.19 3.53 2.94 3.54 3.54
N 203 203 203 203 203 203
Std. Deviation .85 .83 .98 1.05 79 79

Regarding KU students, the calculated means of the contextual factors for KU students, which influence
their intentions toward entrepreneurship are measured based on a five-point scale as follows: 3.75 for
personal experience, 3.12 for entrepreneurship education, 3.44 for family experiences in
entrepreneurship, 3.27 for socio-economic conditions and 3.65 for cultural factors. However, based on the
calculated overall mean of KU students, the results show that the KU means of these factors (personal
experiential activities, entrepreneurship education, family experiences related to entrepreneurship) are
lower than the PSUT means. Never the less, the KU means of the socio-economic conditions and cultural
factors are higher than PSUT. These results are obvious based on the fact that economic and cultural
conditions in Kuwait are more conducive to entrepreneurship than economic conditions in Jordan. The
reason behind this refers to the fact that Kuwaitis are more business-oriented than Jordanians are, as
Kuwaitis are involved in commerce for so long and before discovering oil in comparison with Jordanians
who are historically farmers.

To sum up, the study findings show that PSUT and KU students’ intentions toward entrepreneurship are
influenced by the individual’s characteristics and contextual factors. The investigated individual
characteristics, which are discussed by this study, include optimism, innovativeness, risk-taking tolerance
and the need for achievement. Additionally, the contextual factors that are discussed by this study include
personal experiential activities, entrepreneurship education, family experiences in entrepreneurship,
socio-economic conditions and cultural factors. It can be inferred from these results that the overall mean
of contextual factors for KU students are seen to have more favorable contextual conditions to
entrepreneurship than PSUT students do.

Conclusions

With regards to PSUT and KU students’ intentions toward entrepreneurship, the study results show that
82.2% of respondents in both universities intend to become entrepreneurs after their graduation, and
create their own projects/businesses. Only a minority of students of 17.8%respondedthat they do not
intend to do so. By providing comparisons between the PSUT and KU students’ intentions toward
entrepreneurs, study results showed that 87.2% of PSUT students mentioned that they intend to become
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entrepreneurs, and12.8% mentioned that do not intend to become so. In case of the KU students, 78.6%
mentioned that they intend to become entrepreneurs, and 21.4% mentioned that they do not intend to
become so. The results show that Jordanian students are more inclined to become entrepreneurs than
Kuwaiti students.

Regarding to whether PSUT and KU students provide entrepreneurship education, which enable them to
become entrepreneurs after their graduation, the study results show that (84.7%) of the study sample
stated that the two universities offer relevant entrepreneurship education in terms of courses, training
programs, workshops and seminars on entrepreneurship. Only 15.3% of the respondents stated that the
two universities do not provide the needed education. Hence, it can be concluded that the two universities
give considerable attention to entrepreneurship in various forms, which help students to become
entrepreneurs.

On the other hand, regarding to whether the two universities provide incentives and business incubators
for students to help them become entrepreneurs, and to start their own projects, 53.3% of responses show
that the universities do not provide the needed support and incentives while46.7%state that they do. This
result shows a gap that both universities have to do more to bridge this gap. They have to find other ways
to provide more support to encourage students to become entrepreneurs once they graduate.

Based on the individual characteristics of PSUT and KU students on their intentions to become
entrepreneurs, the study results show that these characteristics (optimism, innovativeness and risk-taking
tolerance) were significantly differentiating between students who intend to become entrepreneurs and
those who will not intend whether they were taken together or separately in both universities.

The study findings show that the entire examined individual characteristics scored extremely high 4
points on a five-point scale regarding PSUT students. This result implies that PSUT students’ individual
characteristics are strong enough to influence students’ intentions toward entrepreneurship. In the case of
KU students, the calculated means of three individual characteristics (innovativeness, risk-taking
tolerance and need for achievement) are at high levels (3-4), and one individual characteristic (optimism)
is at an extremely high-level, which is more than 4 points on a five-point scale. These results imply that
KU students’ individual characteristics are lower when they are compared with those PSUT students.

With respect to the role of the contextual factors and their influence on PSUT and KU students’ intentions
toward entrepreneurship, the study results show that all examined factors (personal experiential activities,
entrepreneurship education, family experiences in entrepreneurship, social and economic conditions, and
cultural factors) were significantly differentiating between students who intend to become entrepreneurs
and those who will not intend whether they were taken together or separately in both universities.

The influence of these factors on PSUT students’ intentions ranged from 2.49 for socio-economic factors
to 4.06 for personal experiential activities. On a five-point sale, the influence of other contextual factors is
3.28 for entrepreneurship education, 3.40 for cultural factors and 3.64 for family experiences in
entrepreneurship. In the Kuwaiti context, the influence of the contextual factors on entrepreneurship
reached 3.12 for entrepreneurship education to 3.75 for Personal experiential activities, 3.65 for cultural
factors, 3.44 for family experiences, and 3.27 for socio-economic conditions. These results show that the
three contextual factors (personal experiential activities, entrepreneurship education and family
experiences) in KU students are found to be less influential towards entrepreneurship in comparison with
their influence on PSUT students. However, the socio-economic conditions and cultural factors seem to
influence KU students’ intentions toward entrepreneurship more than they do for PSUT students. This
result is obvious since the economic and cultural conditions in Kuwait are more conducive to
entrepreneurship than in Jordan. The socio-economic conditions seemed to be more favorable in Kuwait
and make their influence on students’ intentions to become entrepreneurs more effective compared to
Jordanians who face less favorable socio-economic conditions. This is because Kuwaitis have been long
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involved in commerce before Jordanians, even before Kuwait became an oil exporting country. Kuwaitis
became more motivated to start projects, which was not the case with Jordanians.

Based on the conclusions, some key recommendations are suggested, and which comprise that PSUT and
KU must exert more efforts for providing more support and incentive plans to students in order to enable
them to start setting up projects and businesses after their graduation. This is because 53.2% of the
students state that the universities do not provide enough incentives or business incubators, while 46.8%
state that the universities do so. Also, the majority of students in both universities express their intentions
to become entrepreneurs. It is important that PSUT and KU exert more efforts to motivate students in
becoming entrepreneurs following their graduation by reviewing and developing entrepreneurship
educational programs to be more effective.
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Abstract

One of the most complex ways of managerial change is the management system redesign, respectively
the managerial reengineering, respectively the reorganization and redesign of the organization
management, according to a rigorous methodology. For more than 3 decades there has been talked about
reengineering. First, there was the reengineering of business processes, then the reengineering of the
organization and its management, without achieving a unitary approach to the steps to be taken in order to
benefit from an efficient and effective management, generating efficiency at the organization level.
Regardless of the present hypostasis - the managerial change as itself, or as a strategic option in the
context of the organization's global strategy or as managerial methodological approach - managerial
reengineering is a difficult and complex approach requiring active and responsible engagement on the
part of a dedicated specialists team. Given the amount of time needed to design and test the new
management system project, managerial reengineering undoubtedly has a pronounced strategic
dimension. Our work focuses on both its methodological aspects, as well as its implications on the
efficiency of the organization.

Keywords : managerial reengineering, reengineering methodology, management efficiency, decisions
quality.

Introduction in Reengineering

The 1990s began with an outstanding achievement in management area, business process reengineering
(BPR), considered as a real revolution in company management (Hammer, Champy, 1993). The term
reengineering, exciting and, at the same time, revolutionary, had a well-targeted goal: business processes,
added value generators and determinants in the definition of an organization's object of activity.
Reengineering generally means rethinking / redesigning and redoing a certain "something" that can be a
business process, a management process or the management system. If the reengineering of business
processes has put an emphasis on fundamental, profound and radical rethinking and redisigning of work
processes and, in particular, those generating added value (business processes) in order to significantly
improve the performance, the managerial reengineering insists on reconsolidation and redesigning of the
organization management as a whole.

In the first case, the methodologies used in BPR are found in a variety of variants, most of them being
developments or adaptations of the methodological conception of the two American promoters, M.
Hammer and J. Champy, structured in six stages or steps:
e Launch of the reengineering action in order to clarify the necessity and opportunity of
reengineering of the major factors that require the rebuilding of business processes from the
company efficiency point of view;
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e Drawing up the company's "process map", which graphically highlights the three types of work
processes existing at the time of the reengineering action, the links between them and the impact,
positive or negative, on the manner and degree of objectives achievement. An important remark:
the development and promotion of quality management systems, subsequent to business
processes reengineering (1993), refers to the SIPOC diagram and process map; the SIPOC
diagram provides indications of a particular process (S-supplier, internal or external supplier, I-
input, input materials and process data, P-process, process to be analyzed, O-output, data and
products or services as process results, C-customer, the client of the products or services offered
by the process) before it is included in the process map. This is a graphical representation of the
processes identified in the organization. The process map illustrates the process fluxes that
influence quality: inputs and outputs of the process; activities and responsabilities; process route,
parallel processes and process loops; decision points; interactions with other processes;

e Establish the processes submitted to reengineering. From this point of view, there may be several
situations: the processes to be reconsidered and redesigned refer to the firm as a whole; only a
group of processes is approached (for example, the activities integrated into a function);
reengineering involves a single process, representative and with great impact on the functionality
and efficiency of the firm. The fundamental principle of reengineering of "everything or
nothing" has its explanation in the fact that the redesigned process or processes must be
addressed in their complexity and completeness;

e Formation of the overall image of the processes or process subject to reengineering, exploiting
the information derived from the analysis of their viability, the dysfunctions and strengths that
characterize them, the causes that generated them, the links with other processes as it results
from the review of the process map;

e Reengineering the business process/processes in the sense of their rethinking and redesigning. In
fact, there is a reconsideration of the business processes / process in terms of their (his) role in
achieving multiple objectives, especially strategic, and their (his) procedural, structural-
organizational and human resizing;

e  Operationalization of the process / processes radically changed / changed by reengineering and,
implicitly, processes re-mapping.

The extension of reengineering at the level of small and medium-sized enterprises is marked by the
contribution of R. McAdam (McAdam, 2002) who formulated some methodological aspects of a positivist
and phenomenological nature applicable to this sector, who criticizes the unreasonable takeover of the
reengineering methodology promoted by these large companies. This is a positivist, step-by-step
mechanical methodology based on the cause-effect relationship, especially for large organizations with a
stable organizational structure.

The examination of methodological variants of reengineering allows us to draw some conclusions:

®  Most, if not all of them, are adaptations / developments / diversifications of the business process
redesign methodology, promoted by Hammer and Champy in 1993; they are considered the
"parents" of reengineering.

e All have a central axis that provides them with the same approach to the complex mechanism of
change through reengineering - presentation, analysis, reengineering, implementation, evaluation
(Stan, 2007, Brilman & Herard, 2006, Hussein et al., 2014).

e The essence of change is the business processes, plus the auxiliary (support) and management
ones, though these latter two categories are not "points of attraction" for the promoters of such
methodological scenarios. Less emphasing or, in certain situations, neglecting the processes that
do not directly contribute to obtaining an economic substance, can be considered a limitation of
the reengineering methodologies.

* None of the variants presented will "in-depth attack" all the components of the organization's
management system, at the level of which such profound change occurs.
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e The result of the operationalization of any methodological variant is the same: considerable
improvement of some managerial and economic-financial performance indicators, in the context
of obtaining a competitive advantage.

There is a tendency to absolutise the role of BPR and to treat it as a miracle solution for competitiveness,
efficiency and effectiveness. In fact, it has many advantages but also serious limits and must be
approached differently, on a case-by-case basis, depending on the constructive and functional
particularities of the company and its management.

The aim of the paper is to analyze the main features of managerial reengineering based on the analysis of
the literature approaches. The proposed methodology includes a qualitative approach to research by:
analyzing the main approaches of the specialized literature in the field of managerial reengineering,
highlighting the essential features of the managerial reengineering process and the reengineering -
efficiency relationship.

Managerial Reengineering Model

Two years after the publication of Reengineering the Corporation: A Manifesto for Business Revolution,
to which I have already referred, James Champy, co-author of this paper, publishes Reengineering
Management: the Mandate for New Leadership; four coordinates are at the very bases of this complex
and difficult approach (Champy, 1995, p.17):

®  Nothing is simple. Stability belongs to the past. The economic environment is changing as we
speak.

e  From now on, all of our efforts, whatever they may be, are no longer sufficient. At the present
moment, one not only have to manage the change, but also challenge it, on a large scale and at
all speed.

e  Everything is questionable! The old management methods are no longer viable. Organigrams,
pay scalles, hierarchies, all the panoply of command techniques are no longer up to date.

e  Everyone is requested to change! The change is not limited to its technical dimension. It targets
not only the activity of managers, but also their profound identity, not only the idea of tasks
execution, but their behaviour, not only what they know, but what they think, not only the vision
of the world, but also the way of living it.

The use of these coordinates requires, in the opinion of Champy (op.cit., pp. 15-16), difficult answers to
equally difficult questions, related to:

- Organization's finality: What is the enterprise's vocation? What is the utility of its processes?
What is the utility of its products? What is the utility of the team, the job, the tasks? What is our
reason of existence?

- Organizational culture: The extent to which reengineering calls for radical transformation of
enterprise culture, based on a new ambience, on goodwill and mutual trust.

- Processes and Performance: How do we operationalize the processes we want? How will the
necessary performance be achieved? How will criteria be set in order to allow the evaluation of
the results? What features define a good manager?

- Individuals: Who do we want to collaborate with? How do we find these people inside or outside
the enterprise? How do we instil the desire to work with us?

The ideas and arguments presented by J.Champy are useful in shaping methodological variants of
managerial reengineering, which take into account not only the management processes, but also the
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results of their exercise, respectively the management system with its five major components -
methodological, decisional, information, organizational and human resources.

Managerial reengineering can therefore be approached in three ways: as a way of managerial and
organizational change, as a fundamental strategic option in the context of the organization's overall
strategy or as a way of managerial methodical aproach.

The managerial reengineering model we refer to (Verboncu, 2018):

e  First step: the diagnostic study, materialized in: the strengths and causes that generate them, the
weaknesses and causes of their production, the potential of managerial and economic viability
and the strategic and tactical recommendations for enhancing this potential.

®  Objectives - the quantitative and / or qualitative expression of the purpose for which the
organization or a subdivision of it was founded. These are cathegorisez as fundamental, derived,
specific and individual objectives and apper as a consequence of realistic strategies and policies
promotion; imply a radical change of attitude of the organization and its management for present
time and future, reckoned in terms of performance. Objectives make individuals and groups of
individuals feel responsible, imposing a pronounced strategic and tactical dimension, necessary
for a proper position on the specific market, and - ultimately - are very good benchmarks for
functioning and performance evaluation.

® Processes — in order to achieve the objectives, adequate work processes with a different degree
of aggregation are needed. Their delimitation and dimensioning into business processes (main
processes), support processes and management processes are determined by the complexity of
objectives in which they are directly involved. Because the construction of the objectives system
takes place "top down", the process edifice, necessary for their realization, is outlined from
complex to simple. As such, procedural remodeling, materialized in new work processes, the
development of the existing ones, the diminution or elimination of others, seeks to ensure a full
concordance between objectives and processes amid the elaboration of a "process map" in which
are included the main activities generating added value.

e  Structures - Labor processes, regardless of their degree of aggregation, must have an adequate
structural and organizational support, ie an organizational structure conducive to the
achievement of the objectives. This is why, the third step in the managerial redesign is the
structural redesign, which is concretized in the redimensioning of necessary management and
execution positions and functions, from the functional and operational compartments, together
with their "arrangement" in a predefined configuration through hierarchical levels, hierarchical
weights and organizational relationships. Also, it is necessary to design the convenient
organizational formula according to the dimensional and functional characteristics of the
remodeling processes and the contextual influences - a much flattened structure, a holonic
structure, in which the holons can be the management centers delimited mainly processual or
structural-organizational. The team of specialists who provide the managerial redesign of the
organization has two options: either finalizes the organizational formula at this stage, or it
outlines a preliminary version, which will be defined in the next sequence ("People"), depending
on the changes made in the other managerial subsystems, but especially in the managerial
instruments. For example, the promotion of management based on profit centers causes major
structural and organizational changes, mainly generated by managerial and economic
decentralization at cost center level.

e People - The next step is decisive in ensuring a high organizational viability as it aims at
"endowing" management and execution positions with people with the necessary expertise.
Competence is the key element where compatibility of people with posts is regarded; the
personal authority given by knowledge, professional and managerial skills and abilities must
satisfy the official authority with which the managerial positions are invested, namely the right
to decide. Consequently, the next managerial component, subject to redesign, is human resource
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management, a highly dynamic and vulnerable managerial "area" where recruitment, selection,

assignment, evaluation, motivation, improvement, promotion and protection of employees and

also, the modeling of organizational culture, are key activities. The professionalisation of
management is ensured through quality human resources, because:

- managers are directly involved in substantiating and adopting decisions; for this, they appeal
to managerial instruments and pertinent information transmitted through streamlined
ascendent informational channels;

- executants initiate actions necessary to operationalize the decisions, capitalizing on
information transmitted mainly through descending routes.

That is why the quality of decisions and actions is dependent not only on the manner and ways of
decision-making redesign, but also on methodological, managerial and informational redesign solutions.

As far as the decision-making component of management is concerned, it is necessary to make
fundamental changes in:

a. Rigorous delimitation and reshaping of authority or formal competence on hierarchical levels;

b. Improving the quality of decisions through scientific substantiation, through “empowering” them,
ensuring that their adoption, application and formulation are operative;

c. Typological improvement of adopted decisions, in order to increase the share of strategic and
tactical decisions, risk and uncertainties decisions at higher hierarchical levels;

d. Decision-making methodologies;

e. Promoting a true risk management.

At his turn, information redesign implies:

a. Improving the quality and quantity of information;

b. Rationalizing the information situations and their routes;

c. Increasing the degree of business, support and management processes computerization, through
the promotion of high performance IT systems;

d. Sophistication of information procedures.

Since without a judiciously outlined methodological-managerial component, the manager’s performance
can not be a scientific one, a special attention must be paid to the redesign of the methodological
subsystem, through promoting a modern managerial instrument - with emphasis on objective
management or its evolved version, profit centers based management - and general or specific rigorous
methodologies. This fourth step of the reengineering methodology provides the outline of the new
management system configuration, the operationalization of which must increse the efficiency and
effectiveness.

o Implementation / application of managerial reengineering solutions, a sequence requiring the
decision-making and action intervention of managers and executants; it is very important to
support the top management in the successfully operationalization of the new management
system, which implies permanent monitoring and effective, active and responsible involvement
whenever there are deviations from the configuration and functionality of the management
system and its components as designed and redesigned by specialists. Such involvement is likely
to improve the organizational climate and, obviously, a series of parameters of organizational
culture, turning it into an influential variable in the success of organizational and managerial
change through reengineering.

®  Results - The redesigned management after this methodological scenario and operationalized,
generates results that should normally take on the significance of managerial performance,
which furtherly generates economic performance. If managerial performance is the sole
responsibility of managers, the economic performance is a combined responsability of managers
and executives (Guibert et al., 2004; Guedj, 2010; Mougin, 2007; Owen, 2018).
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The links between the main coordinates of managerial reengineering are outlined in Figure 1.

Rum into
Objectives request Adequate work Adequate
> » processes » organizational
structures
=
@
=
=
o
o
o
prd 8
1] c
© - B
= for | Adoppting i
5 “ management £
2 decisions 7
8
-}
=
= v
§ P for Selecting the Data and Thateall for | Competent
< Obtaing management  ¢— jinformation |« Managers and
performance ?;E::E:;;“d fop executans
Actions
for initiation

Fig. 1: Interdependencies between managerial components in management reengineering
(source: the approach of the authors)

Management quality and efficiency

In order to highlight the influences of management reengineering on its quality and efficiency, it is
necessary to clarify the content of the two concepts in advance.

Quality determines the efficiency and effectiveness of management. Mostly, the quality of management,
unlike its effectiveness, can not be quantified. As the decision is the essence of management, we can also
say that the quality of management is mainly conditioned, by the quality of managerial decisions. The
multidimensionality of the management quality (MQ) concept is explained by the following variables:

The quality of adopted decisions (Qd)

The quality of the used managerial instruments (Qmi)
The quality of used information (Qi)

The quality of process and structural organization (Qpso)
The quality of people - managers and executants (Qp)

In a simplified version, management quality can be mathematically expressed through a function like:

MQ = f(Qd, Omi, Qi, Opso, Op),
And the quality of the decisions, through the expression:

Qd=f(Qmi, Qi, Op)

4050



Vision 2020: Sustainable Economic Development and Application of Innovation Management

The quality of decisions is reflected in five parameters: scientific substantiation, opportunity,
Lempowering”, integration into organization decisions, comprehensibility; the quality of information,
which ensures rigorous decision making, is highlighted by: realism, multilateralism, adaptability,
dynamism and opportunity; the quality of people (decision-makers) is ensured by their professionalism.

Management efficiency (ME) is given by the direct efficiency of the major components of the
management system and indirect efficiency:

Direct efficiency (EdM) = f (Esm, Esd, Esi, Eso, Emru)

a. The efficiency of the methodological subsystem (Esm), evidenced by the degree of applied
methodology at the level of each management function (the share of managerial instruments and
other methodological elements found in the exercise of prevision, organization, coordination,
training and control-evaluation);

b. The efficiency of the decisional subsystem (Esd), materialized in decision intensity and
operational intensity (decision-implementation) at different management levels;

c. The efficiency of the informational subsystem (Esi), reflected in the degree of management
processes computerization, the degree of satisfaction of the managers informational needs at the
level of each organizational echelon;

d. The efficiency of the organizational subsystem (Eso), measured by the hierarchical weighting,
the degree of flattening of the organizational structure, the degree of posts occupation, the degree
of processual coverage of the objectives, the degree of structural and organizational coverage of
the work processes, s.0.);

e. The efficiency of human resource management (Emru), reflected by the fluctuation of the
human factor, the size of the average salary, the socio-professional structure of the staff s.o.

The indirect efficiency of management (EiM) is highlighted by the economic efficiency. This type of
efficiency is expressed by volume and efficiency (qualitative) indicators.

The Impact of Managerial Reengineering Upon Quality and Efficiency

In our view, influences on the quality of management are reflected in:

e Considerable amelioration of the decisions quality resulting from the exercise of management
functions, in particular by enhancing their scientific substantiation;

e Improving the quality of decisional documents and processes through promoting specific
methodological elements of substantiation, adoption, application and evaluation of decisions;

e Improving the quality of the information circulated in/by the informational system, the quality of
information procedures and the accuracy of information routes;

e Imprinting features of order, discipline and rigor in the course of work processes, mainly by
promoting appropriate methodologies for conceiving, running and maintaining the functioning
of management and its major components;

e Increasing the quality of the human factor, both by improving its managerial and professional
competence, as well as by a more judicious synchronization with the official authority granted to
the occupied positions;

On the other hand, management efficiency is marked by managerial reengineering through:

e Increasing the decisional intensity at all organizational echelons, the problems faced by the
organization and its organizational subdivisions with increased chances of decision-making;
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e The operational intensity, highlighted by the degree of decisions implementation, is on a positive
trajectory, both through the involvement of the contractors and a more efficient allocation of
resources per organizational subdivisions, depending on the volume, complexity and difficulty
of their specific objectives;

e Absolute and relative amplification of the managerial instruments used in the management
processes and at the level of each function (the degree of managerial methodology will increase
considerably);

e Increases the level of awareness of the managers performance in each of the three organizational
echelons. In practice, there will be no manager who will not resort to at least one management
method, such as profit center based management or objectives based management;

e Accelerating preocupations to increase the degree of management processes computerization
(using the IT version of scoreboard and/or the management through exceptions will make a
decisive contribution to achieving this objective);

e The information intensity will record high levels, on one hand, by specifying the information
needs of each manager and, on the other hand, by satisfying these needs with the help of the
scoreboard, the management through exceptions, used either by itself or in the context of profit
centers based management or of objectives based management;

e The absolute reduction in the number of hierarchical levels in enterprises that promote
managerial reengineering and, consequently, the degree of flattening of the organizational
structure is improving;

e Balancing the hierarchical weights of managers placed on the same hierarchical level;

e The degree of procedural coverage of the objectives assumed for a certain period tends to record
the maximum level (100%), through the reengineering of business processes and especially
through managerial reengineering;

e The degree of structural- organizational coverage of the work processes also increases up to
100% through managerial reengineering or only of the organizational component of the
management;

e The degree of staff retention increases through the reduction of fluctuation at all employees
levels.

In the same time, one must not neglect the influences on the economic and financial results obtained from
the decisions implementation. The most relevant are due to the promotion of evolved managerial
instruments, such as the profit centers based management, project management s.o. On the background of
improving the organizational culture, favorable premises are created for increasing the productivity of
labor, wages, profit, while satisfying, at a superior level, the economic interests of the main stakeholders.

Conclusions

Undoubtedly, the reengineering of the management system is the most important way of organizational
and managerial change at the organization level. Driven by economic, social and managerial reasoning,
such an approach involves the existence of professional managers capable of understanding and
sequentially address rethinking and, in particular, redesigning management according to scenarios, also
professional, scientifically rigorous.

The main research findings of this paper are: highlighting the main features of managerial reengineering
and analysis of the managerial reengineering relationship - efficiency, defining the direct and indirect
efficiency of the management system. The success of managerial reengineering is ensured by the full
support of the top management of the organization, the establishment and functioning of the management
specialists teams and the accuracy of the operationalized methodology. The same conditions must be
fulfilled when managerial reengineering is exercised by management consultants - responsibility, attitude,
involvement. The continuous reporting to the assumed objectives, whose achievement directly contribute
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to the validation of a well-known truth sustained for more than 6 decades by specialists: management is
one of the most important factors of growth and economic development, of macro and microeconomic
efficiency.
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Abstract

This article presents the results of the project portfolio management in Romanian R & D organizations as
a result of questionnaire research of the managers of the organizations, the project managers and the
researchers who are members of the project teams. The research objectives in this paper are: establishing
the main features of project portfolio management within Romanian organizations, highlighting the main
methods used to select projects within the project portfolio, analyzing the level of maturity of
organizations in managing project portfolios.The three categories of staff surveyed consider almost
equally that the two stages of project portfolio management within R & D organizations are: project
identification, categorization and prioritization; selection and portfolio balancing. According to research
results, most Romanian

R & D organizations are still at the first maturity level in project portfolio management.

Keywords:project,portfolio,management,research,organizations

Introduction

Romanian research and development organizations are involved in research projects in the field of
fundamental research, applied research, experimental development and innovation. Various actors are
involved in R & D projects: research-development institutes, universities and research centers, research-
development companies, other actors involved in the scientific research and technological development
market.

For all the actors involved in the R & D activity, the way in which the project portfolio is managed within
the organization is of particular importance. The financial, material and human resources of Romanian R
& D organizations are limited and therefore the issue of project portfolio management is of fundamental
importance to this type of organization, very often closely related to its own survival.

As the demand for R & D projects in the private sector is relatively limited, most research projects are
carried out by organizations that are public property, which emphasizes the importance of the problem
studied in this paper. With the exception of those with fully funded public funding (universities and
institutes subordinated to the Romanian Academy), the rest of the research organizations (R & D
institutes, private research institutes, private firms with R & D departments) are depending on the
structure of the project portfolio in terms of sustainability of their own activity, especially in the short
term.
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Among the member countries of the European Union, Romania has one of the lowest public budget
allocations for R & D activity (0.3% of GDP) and private funding is not a sufficiently solid source of
funding to be a counterpart to public funding. Working in this context, managers of R & D organizations
in Romania are forced to set up their project portfolio so as to contribute to the survival of their own
organizations and to reach some organizational goals on R & D.

Since the issue of project portfolio management in R & D organizations in Romania has been relatively
little studied in this article, the main features of portfolio management in these organizations are
analyzed.

Literature Review

In the literature, the issue of portfolio management and project portfolio management within R & D
organizations has been the subject of many studies and research. The concepts of project portfolio and
project portfolio management have many definitions and approaches. In the sense of Project Management
Body of Knowledge (2008), the portfolio is a collection of projects or programs and other works that are
grouped together to facilitate effective management of that work to meet strategic business objectives.
Archer and Ghasemzadeh (1999) considered the portfolio of projects to be a collection of projects and
programs that were grouped together to facilitate effective management of that work to meet strategic
business objectives. Martinsuo and Dietrich (2002) defined the portfolio of projects as a collection of
projects to be managed concurrently under a single management umbrella.

Approaching the whole portfolio of projects as a portfolio started from the idea that they can be
implemented more easily under a single coordination than independent and that project portfolio
management facilitates the achievement of the organization's overall objectives and minimize project
risks. The development of the project portfolio management concept has been favored by two
organizational needs: the need to prioritize projects in which the organization will be involved, taking
into account the potential benefits and the need to optimize the use of resources at the organization level
and to solve conflicts that arise between project managers in the use of resources.

The approach to managing the portfolio of projects is also very different, especially when it comes to
stepping up this process. Project Management Body of Knowledge (2008) considers that project portfolio
management at the organization level includes the following main components: project identification,
categorization and prioritization; project opportunity assessment, portfolio governance, portfolio risk
management. Other approaches add portfolio management to two other components: portfolio resource
management (Krebs, 2009) and portfolio communication and change management (Artto and Dietrich,
2004). Wideman (2004) considers that there are ten important steps in managing the portfolio of projects:
portfolios; identifying needs and opportunities; selecting and prioritizing; balance and optimize the
portfolio; authorization; planning and execution; portfolio status reporting and portfolio improvement.

Project portfolio management encompasses all the processes that determine what type of projects will be
included in the portfolio, assess and prioritize projects, monitor overall performance, and adjust portfolio
content to meet the objectives of the organization and portfolio.

There are a number of authors who have developed a series of maturity models in portfolio project
management. The maturity model developed by De Reyck et al. (2005) implies three levels of maturity of
the organization in portfolio inventory, portfolio administration and portfolio optimization. In the first
stage of the model developed by De Reyck et al. (2005) the following processes are carried out:
centralized project management, risk assessment procedures, resource constraints, In the second stage of
the model developed by De Reyck et al. (2005) the main processes implemented are: project
categorization and evaluation of customer impact of project portfolio results. The third level of the model
developed by De Reyck et al. (2005) the following processes are carried out: project portfolio
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committees, financial evaluation of the portfolio, interdependence management and tracking project
benefits. Jeffery and Leliveld (2004) considered that there are three levels of maturity in the management
of portfolio defined, managed, synchronized projects portfolios. In the first stage of the model developed
by Jeffery and Leliveld all projects are in the same database and the project management office appears.
In the second stage of this model, financial metrics are used to prioritize projects and there is a hierarchy
of projects within the organization. The third stage is the monitoring of projects' earned value and review
sessions with business unit.

In addition to the above, many other project portfolio management models are available: the PMI OPM3
model, the P3M3 developed by Axelos and the Gartner's PPM Model. The PMI OPM3 model consists of
three elements that are interdependent in knowledge, assessment and improvement. The OPM3 cycle
includes five fundamental steps: prepare for evaluation, implement improvements, and improve the
process. The P3M3 model comprises five levels of maturity: awareness, repeatable, defined, managed,
optimized. Gartner's model is structured on five levels of maturity: reactive, emerging disciplines, initial
integration, effective integration, effective innovation.

Project portfolio management in R & D activity presents some particular aspects in relation to portfolio
management of projects in other areas of activity. Mikkola (2000) considered that the R & D Project
Portfolio Matrix can be used as a tool for analyzing the R & D projects portfolio by taking into account
the competitive advantages of the firm and the benefits that R & D projects can end users. In the same
author's conception, shifting emphasis from research to development in this area favors project portfolio
management, as expected results are not only those related to the scientific or technical objectives of the
projects but also to the cash-flow, recovery and other indicators economic efficiency of projects.

The selection of projects for creating / modifying the portfolio of projects and maximizing the portfolio
value of projects can be achieved using methods such as multi-criteria decision analysis, robust portfolio
modeling, return on investment, expected commercial value, productivity index, contingent portfolio
programming, goal programming, scoring models, bubble diagrams. Besides or in the absence of their
knowledge / use, they can also be used as criteria for the ranking of research and development projects:
the value of the projects, the probability of their success, the value of the costs involved in the
implementation of the projects and the additional opportunities that any project the portfolio is brought to
the organization. Another criterion that could be used for project selection is "the use of life cycle cost"
(Simion, Nicolescu and Cioc, 2018). The optimal portfolio will be the one that will have the minimum
lifecycle cost"(Simion, Nicolescu and Cioc, 2018).

Research Methodology

Taking into account the main approaches in the literature on project portfolio management and the results
obtained in previous studies for the research presented in this article, the following objectives were set:

* establishing the main features of project portfolio management within Romanian organizations
(understanding and application of the concept, use of portfolio management in development research
organizations);

* highlighting the main methods used to select projects within the project portfolio;

* analyzing the level of maturity of organizations in managing project portfolios.

To achieve these objectives, a research methodology has been used that includes the following steps:
e selection of R & D organizations to participate in the survey based on a questionnaire.
The selection of organizations was carried out on a sample of organizations
participating in competitions within the National R & D Program. 32 R & D
organizations were selected, representing a statistically and typologically representative
sample of Romanian R & D activity;
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e drawing up questionnaires on the management of project portfolios in Romanian
organizations. The questionnaire elaborated had 4 sections: one on the peculiarities of
the organization, the second on the characteristics of the respondents; third on methods
used in project portfolio management, and fourth on maturity level in project portfolio
management (including the benefits of project portfolios management;

e selection of respondents in organizations. 150 questionnaires were distributed by mail
and 115 valid responses were received from organizational managers, project
management departments, project managers and project team members;

e collecting and processing questionnaire responses for data analysis;

e analyzing the data obtained and formulating the conclusions of the project portfolio
management research within the organizations active in the field of R & D in Romania.

The methodology used allows preliminary conclusions to be drawn on the management of project
portfolios in Romanian R & D organizations. In formulating and applying this methodology, it was taken

into account that in Romanian R & D organizations strategic management is applied in an incipient,
empirical form, and they are rather oriented on short-term results.

Research Results

In the structure of the sample, according to Table 1, the R & D organizations in natural sciences and
engineering are best represented, followed by R & D organizations in social sciences and humanities.

Table 1 : Structure of research organizations in the sample according to the NACE code

No. NACE code Percent

1. Research and development in social sciences and humanities 27%

2. Research and development in natural sciences and 65%
engineering

3. Research and development in biotechnology 8%

Table 2 shows the size of the organizations in the sample according to the number of their employees.
The best represented in the sample are organizations with between 51 and 249 employees holding almost
60% of the total number of respondents. This is understandable because in Romania most of the national
research and development institutes are medium-sized enterprises.

The majority of respondents in organizations with over 250 employees are professors / researchers from
universities that are part of the teams of different projects, stating that there are very few university
researchers employed in universities in Romania who are employed exclusively for research and
development activity.

Table 2 : The size of R & D organizations by number of employees

No. NACE code Percent
1. Organizations that have up to 9 employees 6%
2. Organizations with between 10 and 50 employees 34%
3. Organizations with between 51 and 249 employees 58%
4. Organizations that have over 250 employees 2%
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The steps used in project portfolio management are presented in chart no.1. on the steps used in managing
project portfolios in the view of organizational managers, researchers and project managers.

The three categories of staff surveyed consider almost equally that the two stages of project portfolio
management within the R & D organizations are:

e project identification, categorization and prioritization;
e selection and portfolio balancing.

Researchers do not attach importance to resource management at project portfolio level because they are
not involved in this stage. Unlike them, project managers attach great importance to this stage and have
the same vision as the managers of the organizations in this regard.

Both organizational managers and project managers give less importance to the portfolio performance
management and review, portfolio governance, project opportunity assessment and portfolio risk
management stages. For project managers and for organizational organizations, it is surprising that they
do not attach great importance to the portfolios performance stage and review for it is one of the key
milestones in project portfolio management. Portfolio performance monitoring is one of the main benefits
of organizational project management portfolio.

Chart no.1. The steps used in project portfolio management

portfolio resource management —

portfolio risk management %
portfolio communication and change management, Q
portfolio governance _'&

portfolio performance management and review _-;

selection and portfolio balancing

project opportunity assessment @

project identification, categorization and prioritization | s

Researchers Project managers M Organization Managers

The following graph presents the responses of organizational managers, project managers and researchers
involved in project teams on the maturity of organizations in project portfolio management. Subjects were
questioned using De Reyck et al. (2005) approach to maturity levels of organizations in portfolio
management. The model developed by De Reyck et al. (2005) was chosen because it is the easiest to
address in the case of organizations active in the field of research and development in Romania. For the
other models, maturity level assessment is difficult to achieve either due to lack of necessary information
or because they are general maturity models and are not specific to research and development.
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Chart no.2. Maturity of organizations in managing project
portfolios
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The questioned subjects had a similar view of the maturity of organizations in managing project
portfolios. Everyone thinks their own organizations are in the portfolio inventory stage. However,
organizational managers tend to be more optimistic about the level of maturity of R & D organizations in
portfolio project management.

If the level of portfolio administration is also relatively equally represented in the opinions of the subjects
surveyed regarding the level of portfolio optimization are radically different. The number of researchers
who believe that their organizations have reached this level is much lower than the number of
organizational managers who believe that their own organizations have such a high maturity level in
managing project portfolios.

Project managers also share the vision of organizational managers to a lesser extent. The situation is
explained by the fact that:

e within research and development organizations, researchers do not have access to
information on the global situation at the portfolio or organization level

e researchers are focused on their own projects and only perceive the effects of
portfolio management on their own activities;

e conflicts exist between project managers and organization managers about
allocating resources at project portfolio level.

The next chart shows the situation of organizations in the sample regarding the use of tools and
techniques applicable to portfolio project management.
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Chart no.3. Methods used in building project portfolios
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Almost half of those questioned about the methods used to manage R & D projects portfolios have shown
that no method of setting up the project portfolio at the organization level is used. The inclusion of

projects in the portfolio is, in the opinion of 50% of the respondents, in an empirical way, without the
application of a method mentioned in the questionnaire.

Of the methods used are very few methods or models that are more sophisticated from a mathematical
point of view such as goal programming or robust portfolio modeling. Methods such as scoring models,
expected commercial value and return of investments are more commonly used.

The most frequently used criteria used for project selection in project portfolios are the value of projects,
the existence of the necessary resources, the complexity of the projects and the difficulty of carrying out
the projects. Surprisingly, among the criteria mentioned, project profit is very rare. This is explained by
the fact that most of the organizations surveyed are in the public domain and profit is not an important
element in the appreciation of managers at the organization level. Also, their partners, private
organizations, do not consider research projects as an important source of profit for their own

organizations. The value of projects is the most important criterion in the selection of the project
portfolio.

Another important result of the research is represented by the advantages offered by the project portfolio
management for the organization and for the teams involved in the implementation of the projects. From
the perspective of project managers within R & D organizations, the most important benefits of portfolio
management are:

e the possibility of controlling the flow of projects within the organization;

e facilitating the allocation / reallocation of resources among projects within the
organization;
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e the use of economic criteria in the process of project selection and portfolio creation;

e climinating some barriers in the communication process between project managers and
other managers within the organization;

¢ removing sources of conflict between project managers during project deployment.

From the perspective of project managers and researchers involved in R & D projects, the management of
project portfolios at the level of R & D organizations has three major advantages:

e faster access to organization resources;
e allows to know the evolution of projects and to adopt measures for those in difficulty;
e ensures the transfer of knowledge between ongoing projects.

This latter feature is essential for R & D organizations. Making projects within these organizations
requires quick access to new research knowledge, methods and techniques that is facilitated by project
portfolio management at the organization level.

Conclusions

The results of the research presented in this article confine the fact that the project portfolios management
within the Romanian research and development organizations is still at an early stage. The three
categories of subjects surveyed consider it to the same extent that the main stages of portfolio project
management are: project identification, categorization and prioritization; selection and portfolio
balancing.

Nearly half of the surveyed subjects are unaware of the methods used to manage project portfolios within
the R & D organizations they work in. The most important criterion used to select projects within R & D
organizations in Romania is their value as organizations have to provide a portfolio of projects to ensure
their short and medium-term survival. From this point of view, Romanian R & D organizations are less
oriented towards a strategic approach to building a portfolio of projects and more operationally oriented.

Both the managers of the organizations and the staff involved in the projects consider that project
portfolio management has countless advantages for both the organization's management and the project
management itself. The most important advantage from the perspective of R & D managers is the
possibility of controlling the flow of projects within the organization and the advantage most often
mentioned by project managers and researchers was to have faster access to the organization's resources.
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Abstract

The paper aims to highlight the importance of indirect taxes in certain EU countries and the impact
on the income of the population in the balance with taxes collected at state budgets,

Indirect taxes are perceived by all those who consume goods of the kind imposed or benefit from
certain services, regardless of their income, wealth or personal situation, The importance of the theme
lies in the way in which indirect taxes are levied on the fiscal policy adopted and the consolidation of
the tax system, but also in the development stage of a country that is dependent, in a nation marked
by the history of its own tax system, and the way it is designed and functioning,

At the level of the European Union (EU), tax policy is subordinated to the Treaty establishing the
European Community which provides for the elimination of customs duties between Member States
and any other measures having similar effect and to ensure free competition within the common
market, in particular with regard to indirect taxes (value added tax and excise duties), The most
important long-term objective is to eliminate differences in rates and methods of indirect taxation, to
harmonize indirect taxation legislation, including tax bases and tax rates,

The paper presents a succinct comparison of Romania's indirect taxes with those registered within the
European Union.

Keywords: Indirect Taxes, Value Added Tax, Tax Policy, Excise Taxes, Taxes

Material and Method

The research methodology used in the paper considered the bibliographic study of the internal and
international literature; collection of concrete information within the area under investigation;
ordering, processing and presenting results in synthetic form; Making a tax questionnaire; analysis
and interpretation of results, formulation of conclusions and recommendations,

The data required for our analysis have been taken from the EU websitel in line with the EU standard
tax classification,

Introduction

In order to obtain the financial resources needed to cover the public expenditures, the indirect taxes,
along with the direct ones, were established.

From the fiscal point of view, public spending was financed by taxing consumption (indirect taxes),
taxation of income both on the salary and the profits of companies, This tax structure in Europe
translates the center of gravity of the tax burden on households that consume a lot, earn important
revenues and have important properties.

Indirect taxes have been introduced in contemporary states since the third decade of the 20th century,
Among the data and subsequent aspects of the modern evolution of indirect taxes, an important
moment was the introduction in France of "fractional payments" and value added tax (VAT) in
France in 1948, According to this procedure, each producer paid the sales tax or to the supply of his
goods reduced by the tax he has borne through the price of the goods purchased for the purpose of
producing his goods, Due to the positive effects of the introduction of VAT in France, the concept
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and procedure of that tax were adopted in 1960 by the European Economic Community Two
directives adopted in 1967 (Nos, 67/227 and 67/228) provided that those countries which were not
already applying VAT would be obliged to introduce it within a certain timeframe, and the new
members of the European Community were asked to change their system accordingly Including
issues of avoiding double taxation, the European Community's tax decisions have almost exclusively
focused on indirect taxation: customs duties, on the one hand, VAT and excise duties, on the other,
Concern on indirect taxation is still evident from the first articles of the Treaty establishing the
European Community (Article 3), since it has been evident from the outset the indirect taxation
burden on the functioning of the EU internal market.

Value Added Tax called VAT Simplified is the most significant indirect tax, which has a rather
substantial contribution to state budgets.

Value-added tax is a relatively recent tax, but given its rapid expansion - being used in more than 120
countries - it can be considered the most-developed tax in the 21st century.

VAT is defined as "that indirect tax due to the state budget, which applies at each stage of the
economic (manufacturing, distribution) circuit of a finished product, to the added value achieved in
each stage by all contributors to produce and sell that product until it reaches the final consumer,

The main tax change was the general application of value added tax, which replaced a lot of indirect
taxes levied by Member States, The Member States reached an agreement in 1977 on a common basis
for calculating VAT, although it was the subject of many exceptions, The agreement was, however,
sufficient to enable the Community to collect part of its own resources, the maximum VAT rate being
1%, increased from 1986 to 1,4%.

The main legislative regulations in the field of indirect taxation are:

- In the value added tax:

Sixth Council Directive no, 77/388 / EEC of 17 May 1977 on the harmonization of the laws of the
Member States relating to turnover taxes - Common System of VAT.

Thirteenth Council Directive no, 86/560 / EEC of 17 November 1986 on the harmonization of the
laws of the Member States relating to turnover taxes - the method of repayment of VAT to taxable
persons outside the territory of the European Community.

Indirect taxes are more lenient, being included in the sales price of products (service tariffs), and
buyers' dissatisfaction is directed against the economic operators who practice the increased prices
and not the state, which ordered the increase in taxes, which led to the price: the buyer does not know
how much of the price paid for the product (service) returns to the economic agent and how much it
reaches the public treasury.

A strong impetus for the harmonization of indirect taxes was given by the adoption in 1985 of a
concrete term for the creation of the internal market of the European Community in the White
Section, elaborated by Lord Cockfield and presented in June 1985, and stated with determination that
these taxes should be close "in order to eliminate any controls at inter-communal borders, In July
1987, the European Commission submitted its proposals, which it considered should be implemented
by the Member States by 31 December 1992 at the latest.

The system of indirect taxes includes various levies. It is common practice: A, consumption taxes
divided into: Product consumption taxes (excise duties);General sales taxes (turnover) grouped into:
cumulative tax, single tax, value added tax; B, tax monopolies divided into: Tax monopolies on
production; sales tax monopolies; Tax monopolies on production and sales; C, Customs duties which
may be: Customs duties on imports; Customs export duties; Customs duties for transit; D, traditional
taxes that can be: Stamp duties; Registration fees; Taxes on the circulation of wealth; Parafiscal
charges and other taxes, (Herbei M,, 2005)
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Results and Discussions

As a rule, the contribution of indirect taxes to the formation of state tax revenues is reduceder than
that of direct taxes, The share of indirect taxes in total tax receipts is somewhat different from one
country to another, In Romania, where economic development is very weak, the indirect tax rate
exceeds 40 percent,

At EU level there are quite a lot of differences between Member States in tax rates, from 48,9% in
Denmark to 27% in Bulgaria in 2015, highlighting the significant differences between EU Member
States in in terms of fiscal policy, Above the EU average of 36,1% Denmark, Sweden, Belgium,
France, Austria, Italy, Finland, Germany, the Netherlands, Slovenia, the United Kingdom, Hungary
and Luxembourg are in decreasing order, Bereduced the EU average, countries such as Cyprus,
Portugal, Czech Republic, Malta, Estonia, Spain, Greece, Poland, Ireland, Slovakia, Romania, Latvia,
Lithuania and Bulgaria are also in descending order,

Table 1a: The structure of tax revenues in the Member States of the European Union

at the level of 2015
Member States Indirect taxes Direct taxes Contributions

Belgium 29,3 38,9 31,81
Bulgaria 53,5 19,4 27,1
Czech Republic 36,5 21,3 423
Denmark 35,2 65,8 0,1

Germany 28,5 32,4 39,2
Estonia 43,2 23,4 33,4
ITreland 37,3 46,3 16,4
Greece 44,5 26,1 29,4
Spain 35,5 31,7 34,2
France 35,0 28,7 36,9
Croatia 52,4 15,9 31,7
Italiy 35,5 34,4 30,1
Cyprus 45,1 29,5 25,4
Latvia 44.4 27,0 28,6
Lithuania 41,4 18,8 40,0
Luxembourg 32,3 38,9 28,8
Hungary 48,4 18,0 33,5
Malta 40,7 42,3 17,0

Source: www.ec.europa.cu
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Table 1b: The structure of tax revenues in the Member States of the European Union

at the level of 2015
State membre Impozite indirecte Impozite directe Contributii
Netherlands 31,0 31,1 37,7
Austria 334 32,9 33,6
Poland 40,1 21,4 38,9
Portugal 42,4 31,4 26,1
Romania 47,6 23,5 28,8
Slovenia 40,7 19,8 39,5
Slovakia 34,1 23,0 429
Finland 32,5 38,5 29,0
Sweden 51,1 425 6,4
United Kingdom 39,0 42.6 18,4
EU 28 35,14 34,2 30,9

Source: www,ec,europa,eu

At Community level, Community legislation on indirect taxes and their harmonization are based on
the provisions of the EC Treaty in the Official Journal of the European Communities, By 2015, the
average rate of indirect taxes in total tax revenue in the EU28 was 35,14%, Over the average, the
folreduceding countries were: Bulgaria (53,5%), Czech Republic (36,5%), Denmark (35,2%), Estonia
(43,2%), Greece Croatia (52,4% (45,1%), Latvia (44,4%), Lithuania (41,4%), Hungary (48,4% ),
Poland (40,1%) Portugal (42,4%), Romania (47,6%), Slovenia (40,7%), Sweden (51,1%) and the
United Kingdom (39,0%), Indirect taxes are paid to the budget as a rule by industry, traders, etc, but
are borne by consumers as it is included in the sale price of the goods.

Indirect Tax in 2017 provides a high-level overview of the developments we consider significant, but
it is not exhaustive. Indirect taxation is constantly changing, whether as a result of government
instigation or amendment for reducing successful challenges. There may be changes that affect your
business that we have not discussed in this publication. However, details about global and country-
specific developments can be found at ey.com/indirect tax. In addition, information about indirect tax
developments and obligations can be found in our global tax alerts library (ey.com/tax alerts); the
regularly updated electronic VAT Assurance (eVA) information service; the Worldwide VAT, GST
and Sales Tax Guide; Tax Insights (taxinsights.ey.com); and our periodic Indirect Tax Briefing
publication.

Despite being a harmonized EU tax, the extensive regulatory leeway the Member States enjoy has
given rise to notable heterogeneity both in the marginal rates applied and in the breadth of the base
subject to VAT. As regards standard VAT rates, prior to the crisis they ranged from 25% in Denmark
and Sweden to 15% in Luxembourg. In relation to the base, some Member States apply reduced
super-reduced rates — substantially below the standard rate — to a wide range of goods in the
consumer basket. This divergence in rates and in the width of the VAT bases has given rise to notable
differences in the VAT revenue-raising capacity of the EU countries, with levels of over 9% of GDP
in Croatia, Denmark, Sweden, Bulgaria, Hungary and Finland compared with 5.5% in Spain. In
Spain, this reduction in the effective rate was magnified to 33%, owing to the application of reduced
rates that affected more than 40% of consumer spending in 2014 and with 12% of additional
spending that was exempt or to which VAT was not applied. The combination of these two effects
means that more than 50% of household spending in Spain was not subject to the standard VAT rate,
a percentage only exceeded by Greece, Ireland and Portugal. In Spain’s case, the definition of the
base entails a difference in the effective as opposed to the standard VAT rate of 5.9 pp, which breaks
down into 2.2 pp due to food processing; 1.4 pp to hotels, restaurants and package holidays; 1 pp to
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healthcare, education and culture; 0.7 pp to housing; 0.2 pp to transport and 0.3 pp to other
exemptions or reduced rates.

Table 2: Total weight of indirect taxes on GDP between 2000-2017

The country 2000 2002 2004 | 2006 | 2008 | 2010 | 2014 | 2016 | 2017 Ranking Income
2017
. 13,6 13,2 13,4 13,6 13,1 13,3 13,4 13,4 13,6 17 50.999
Belgium
R 13,8 12,6 16,3 17,2 17,8 15,1 15,4 15,4 15,6 6 6.218
Bulgaria
Czech 10,8 10,3 11,3 10,8 10,9 11,4 12,3 12,3 12,5 21 19.032
Republic
17,2 17,5 17,6 18,1 17,2 16,8 16,9 16,9 17,2 4 41.959
Denmark
11,3 11,0 10,8 10,8 11,2 11,3 11,4 11,4 11,6 24 309.268
Germany
. 12,3 12,5 12,3 13,5 12,3 14,2 14,2 14,2 14,4 12 2.512
Estonia
13,5 12,4 13,2 14,1 12,5 11,6 11,2 11,2 11,4 26 18.671
Ireland
14,2 13,3 12,0 12,7 12,7 12,5 12,7 12,7 12,9 20 24.975
Greece
. 12,0 11,6 12,2 12,8 10,1 10,7 10,7 10,7 10,9 27 111.913
Spain
15,8 15,4 15,6 15,6 15,2 15,1 15,7 15,7 15,9 5 323.763
France
. 19,8 18,8 18,6 18,0 18,0 18,2 18,2 18,5 3 8.091
Croatia
. 15,1 14,6 14,3 15,0 14,0 14,3 15,2 15,2 15,4 7 241.739
Italiy
12,2 12,9 16,4 17,2 17,9 15,6 15,0 15,0 15,2 8 2.707
Cyprus
. 12,4 11,3 11,9 13,2 11,2 11,5 11,8 11,8 12,0 23 2.665
Latvia
. . 12,6 12,4 11,2 11,4 11,9 12,0 11,4 11,4 11,6 25 3.814
Lithuania
14,0 13,0 13,5 12,8 12,6 12,4 13,0 13,0 13,2 19 5.647
Luxembourg
16,6 15,0 16,3 15,3 16,0 17,3 18,5 18,5 18,8 2 18.165
Hungary
12,0 12,6 14,0 15,0 14,4 13,5 13,7 13,7 13,9 14 953.201
Malta
12,5 12,7 12,9 13,1 12,7 12,5 11,9 11,9 12,1 22 72.131
Netherlands
. 15,2 15,3 15,0 14,3 14,4 14,8 14,8 14,8 15,0 9 46.269
Austria
12,6 13,2 13,1 14,5 14,4 13,8 13,1 13,1 13,3 18 50.791
Poland
13,5 14,0 13,9 15,1 14,3 13,6 13,9 13,9 14,1 13 23.279
Portugal
Romania 12,2 11,6 11,7 12,8 12,0 12,1 13,4 13,4 13,6 16 17.878
. 15,7 15,8 15,8 15,2 14,4 14,3 14,6 14,6 14,8 11 5.231
Slovenia
. 12,5 11,4 12,3 11,5 10,8 10,4 10,2 10,2 10,4 28 7.369
Slovakia
. 13,9 13,7 14,0 13,9 13,1 13,6 14,7 14,7 14,9 10 28.680
Finland
16,4 16,6 16,5 16,8 18,1 18,0 18,7 18,7 19,0 1 77.506
Sweden
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United 13,7 13,3 13,1 12,7 12,2 13,0 13,7 13,7 13,9 15 267.542
Kingdom

EU 28 0,0 0,0 Total 1.8839,10
Average : 13,4 13,3 13,5 13,1 13,2 13,6 13,6 13,8

Arithmetic : 13,5 13,9 14,2 13,8 13,7 13,9 13,9 14,1

EA-18 Total 1.329,362
Average 13,5 13,2 13,2 13,4 12,9 12,9 13,3 13,3 13,5

Arithmetic 13,4 13,1 13,5 13,9 13,2 13,1 13,2 13,2 13,4

Source:Processing based on data provided by Eurostat

As a ratio of GDP, in 2017 tax revenue (including net social contributions) accounted for 40,0 % of
GDP in the European Union (EU-28) and 41,3 % of GDP in the euro area (EA-19), Compared with
2015, slight increases in the ratio are observed for the EU-28 and the euro area. The most competitive
countries in the European Union and those in the first place in terms of indirect tax revenues
registered in 2014 were Sweden, Hungary and Croatia, Between 2000 and 2017 the share of indirect
taxes on GDP had both increasing and decreasing trends; the share was not less than 10% but did not
exceed 20%, Differences over the years have been reduced at -0,1% for the United Kingdom, but also
high 29%, as is the case for Cyprus, For EU-28 between 2007-2009, the share of taxes had a trend
(13,4%, 13,1%, 12,9%) and a sharp increase of 13,2% in 2010, On the other hand, EA-18 did not see
any major change, and the differences between 2000-2017 had a value of -0,2%.

The contribution in terms of revenue of excise duties in the Spanish tax system has been
systematically below that observed in the EU countries: 2.2% of GDP in 2012 against 3.2% of GDP
on average in the EU27. This lesser tax burden affects excise duties as a whole, but it is particularly
significant in the case of tobacco and alcohol, with revenue-raising capacity of 0.9% of GDP in 2012
compared with 1.2% on average in the EU27. Regarding tobacco taxes, the data provided by the
European Commission (2013) show, however, that the weight accounted for by taxes relative to the
weighted average price of tobacco in Spain is now aligned with the EU27 average, following the
successive increases made in recent years.EU-28 revenues from labor taxation amounted to 19.3 % of
GDP in 2016 compared with 19.1 % in 2015 with revenue paid by employers and by employees both
recording increases. The share of labor tax revenues in GDP rose sharply between 2007 and 2009
(from 18.4 % to 19.2 %), and since then has fluctuated in a range between 19 % and 19.6 %.
However, the share of labor taxation in total EU-28 tax revenues has fallen since 2010 (from 51.2 %
to 49.8 % in 2016). In 2016 more Member states (17) recorded higher labor tax revenues in relation
to GDP than the previous year than lower revenues (11), with the largest increases observed in
Sweden (+0.9 percentage points) and Lithuania (+0.7 p.p.), and the sharpest falls in Belgium (-1

p-p.) and Austria (-0.9 p.p.).
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Figure 1: Development of top personal income tax rate, 1995-2018

The top personal income tax (PIT) rate was 39 % at the start of 2018 for the EU-28 (simple average),
the same as in 2017 (Figure 1). It had fallen sharply from 47.2 % in 1995 to 38 % in 2009. Since
then the average top rate increased to around the 39 % level, but has not moved substantially since
2013. The average rate for the euro area increased to 42.6 % in 2018, from 42.3 % in 2017. Latvia
and France raised their top rates (Table 2) — by 8.4 % and 1.3 % respectively — while Portugal,
Romania and Finland all dropped their rates (by 3.2, 6.0 and 0.3 percentage points respectively).

The weight in GDP of revenue arising from taxes on capital is higher than the EU27 average, owing
to higher taxes on wealth, while the taxes on corporate income and on capital are similar. Generally,
the implied rates on capital are slightly higher than those of Spain’s Community counterparts. In the
specifi ¢ case of corporate income tax, the effective theoretical rates (average and marginal) are also
higher. Further, revenue arising from taxes on property is higher, in particular that derived from asset
transactions.

Table 3: Structure of indirect taxes in the period 2000 — 2017

Indirect taxes |2000| 2002 | 2004 | 2006 | 2008 | 2010 | 2013 | 2014 | 2016 | 2017

% din PIB

VAT 6,5 7,1 6,7 7,9 7,9 7,6 8,7 8,5 8,9 9,1

Excise duties 3,0 2,6 3,6 32 2,7 33 35 3,5 3,6 3,5
and
consumption
taxes

Source: Processing based on data provided by Eurostat

Starting 2010, the standard VAT rate is 24%, A reduced rate of 9% applies to goods such as
pharmaceuticals, medical equipment for the handicapped, books, newspapers, school textbooks,
access to cultural and accommodation services and assimilated services, and from 1 September 2015
to bread , bakery products, bakery flour, wheat and rye, Non-deductible VAT exemptions apply inter
alia to medical treatments, some educational and cultural activities, public postal services, financial
transactions, and insurance and reinsurance,

Romania applies harmonized excise duties on alcohol, tobacco, energy products and electricity, From
1 September 2015, the UN-harmonized excise duty also applies to the purchase and sale of luxury
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goods such as jewelery, machines with a cylinder capacity of more than 3 000 cm3, yachts and other
ships, sporting guns and clothing natural fur,

Romania relies primarily on indirect taxation, income tax on consumption is also slightly above the
EU average. Folreduceding an upward trend, the Consumer Tax Impact Ratio was 20,9% in 2014,
1,1 percentage points above the EU-28 average (19,9%),

Revenues collected from excise duties amounted to 21,1 billion RON (3,36% of GDP) in 2015,
indicating a reduceder than expected earnings, Compared with the previous year, the revenue from
the collection of excise duties registered a level of 0,88 billion RON (+ 3,36%), reflecting increases
in the level of excise duty on certain products (petrol, diesel, cigarettes, alcohol and luxury), It is
worth mentioning that the increase in excise duties on luxury products and alcohol was a measure
introduced to offset the effect of reducing the VAT rate on bread, flour and wheat on budget receipts,
In Romania, the standard rate of value added tax (VAT) does not change in 2018, remaining at 19%
the same as in 2017, Please note that tax legislation provides for reduced VAT rates for certain
supplies of goods and services.

Directive 92/77/EEC provided for a minimum standard rate of 15%, to be reviewed every two years.
The Council subsequently extended the period of validity of the minimum rate until the end of 2017.
In addition, Member States could apply one or two reduced rates of a minimum of 5% to certain
goods and services. Member States were also able to continue applying rates be reduced the
minimum (including zero) on goods and services if such rates were already in place before 1
January 1991. In 2009, Directive 2009/47/EC concerning reduced rates of value added tax for certain
labour-intensive local services was adopted. In 2016, the Commission adopted a proposal for a
Council directive to apply the same VAT rates to electronically supplied publications as Member
States currently apply to printed publications. Parliament approved the Commission’s proposal in
June 2017. In January 2018, the Commission adopted a proposal on the reform of VAT rates
(COM(2018) 0020). The proposal aims to increase flexibility by al reduceding Member States to
benefit from reduced and zero rates that exist in other Member = States.

[http://www.europarl.europa.eu/factsheets/en/sheet/8 1/indirect-taxation].

Table 4: VAT rates in the countries of the European Union

Rata 2004 | 2006 | 2010 2013 2014 2015 2016 2017
TVA
Belgium Standard 21 21 21 21 21 21 21 21
Reduced 6/12 | 6/12 6/12 6/12 6/12 6/12 6/12 6/12
Bulgaria Standard 20 20 20 20 20 20 20 20
Reduced - - 7 9 9 9 9 9
Czech Standard 19 19 20 20 20 21 21 21
Republic
Reduced 5 5 10 10 14 15 15 15
Denmark Standard 25 25 25 25 25 25 25 25
Reduced - - - - - - - -
Germany Standard 16 16 19 19 19 19 19 19
Reduced 7 7 7 7 7 7 7 7
Estonia Standard 18 18 20 20 20 20 20 20
Reduced 5 5 9 9 9 9 9 9
Ireland Standard 21 21 21 21 23 23 23 23
Reduced 13,5 13,5 13,5 13,5 13,5 13,5 13,5 13,5
Greece Standard 18 19 23 23 23 23 23 23
Reduced 8 9 5,5/11 | 6,5/13 | 6,5/13 | 6,5/13 | 6,5/13 | 6,5/13
Spain Standard 16 16 18 18 18 21 21 21
Reduced 7 7 8 8 8 10 10 10
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France Standard 19,6 19,6 19,6 19,6 19,6 19,6 20,0 20,0
Reduced 5,5 5,5 5,5 5,5 5,5/7 5,5/7 5,5/10 | 5,5/10
Croatia Standard 22 22 22 22 23 23 23 23
Reduced 10 10 10 10 5/10 5/13 5/13
Italy Standard 20 20 20 20 21 21 22 22
Reduced 10 10 10 10 10 10 1 1
Cyprus Standard 15 15 15 15 17 18 19 19
Reduced 5 5/8 5/8 5/8 5/8 5/8 5/9 5/9
Latvia Standard 18 18 21 22 22 21 21 21
Reduced 5 5 10 12 12 12 12 12
Lithuania Standard 18 18 21 21 21 21 21 21
Reduced 5/9 5/9 5/9 5/9 5/9 5/9 5/9 5/9
Luxemburg | Standard 15 15 15 15 15 15 15 15
Reduced 6/12 6/12 6/12 6/12 6/12 6/12 6/12 6/12
Hungary Standard 25 20 25 25 27 27 27 27
Reduced 5/15 5/15 5/18 5/18 5/18 5/18 5/18 5/18
Malta Standard 18 18 18 18 18 18 18 18
Reduced 5 5 5 5/7 5/7 5/7 5/7 5/7
Netherlands | Standard 19 19 19 19 19 21 21 21
Reduced 6 6 6 6 6 6 6 6
Austria Standard 20 20 20 20 20 20 20 20
Reduced 10 10 10 10 10 10 10 10
Poland Standard 22 22 22 23 23 23 23 23
Reduced 7 7 7 5/8 5/8 5/8 5/8 5/8
Portugal Standard 19 21 21 23 23 23 23 23
Reduced 5/12 5/12 6/13 6/13 6/13 6/13 6/13 6/13
Romania Standard 19 19 24 24 24 24 20 19
Reduced 9 9 5/9 5/9 5/9 5/9 5/9 5/9
Slovenia Standard 20 20 20 20 20 22 22 22
Reduced 8,5 8,5 8,5 8,5 8,5 9,5 9,5 9,5
Slovakia Standard 19 19 19 20 20 20 20 20
Reduced - - 6/10 10 10 10 10 10
Finland Standard 22 22 23 23 23 24 24 24
Reduced 8/17 8/17 9/13 9/13 9/13 10/14 10/14 10/14
Sweden Standard 25 25 25 25 25 25 25 25
Reduced 6/12 6/12 6/12 6/12 6/12 6/12 6/12 6/12
United Standard 17,5 17,5 17,5 20,0 20,0 20,0 20,0 20,0
Kingdom
Reduced 5 5 5 5 5 5 5 5
EU-28 Standard 19,5 19,5 20,5 20,8 21,1 21,5 21,5 19,9
EA-18 Standard 18,6 18,8 19,6 19,8 20,1 20,5 20,7 19,9

Source: Processing based on data provided by Eurostat

The EU sets the broad VAT rules through European VAT Directives, and has set the minimum
standard VAT rate at 15%. The 28 member states are otherwise free to set their standard VAT rates.
The EU also permits a maximum of two reduced rates, the reduced of which must be 5% or above.
Some countries have variations on this, including a third, reduced VAT rate, which they had in place
prior to their accession to the EU. Member states have now agreed that they will be free to set the
reduced rates on most goods and services, including: e-books; domestic fuel; clothing; and female
hygiene products.
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The value added tax was introduced in Romania on July 1, 1993 by Government Ordinance no,
3/1992, Standard rate was set at 18%, The zero rate was foreseen for export operations by economic
agents based in Romania, The 9% reduced rate for certain foodstuffs and pharmaceuticals of strict
necessity was introduced on 1 January 1995, From 1 February 1998, the standard quota was increased
to 22% and the reduced rate to 11%, In 2000, the standard quota is 19% and the reduced rate is
elected, Elimination of the reduced rate affects the income of the poor, for whom primary consumer
goods and medicines have a high share of total consumption,

The VAT proposal recognizes limits on the medium-term revenue-raising potential of other
major tax instruments, given recent increases in those categories. An appropriate balance is
required. VAT is an efficient, certain source of revenue provided that its design is kept simple.
Increasing the VAT rate by one percentage point is estimated to have the least detrimental
effects on economic growth and employment over the medium term.

In Austria, the standard rate is 20 %. There is a reduced rate at 10 % that among other supplies apply
to medicine and books. There is a reduced rate at 13 % that among other supplies apply to
accommodation in hotels and domestic flights. There exist several exemptions (0%) that e.g. include
medical treatment in the area of human medicine and the export of goods.
[https://home.kpmg.com/xx/en/home/services/tax/tax-tools-and-resources/tax-rates-online/indirect-
tax-rates-table.html].

In Netherlands, the standard rate is 21%. There is a reduced rate at 6% that among other supplies
apply to foods, drinks (excluding alcoholic beverages), passenger transport and newspapers and
magazines. There is a zero rate that among other supplies apply to exports, intra-Community supplies
and services regarding goods not yet imported and supplies of seagoing vessels. There are exempt
supplies that include certain financial services, insurance services, education and health and welfare
to mention a few.

In Germany the standard rate is 19%. There is a reduced rate at 7% that among other supplies apply
to food, books/newspapers, short term accommodation including certain connected services and short
distance passenger transport. There is a zero rate that among other supplies apply to exports, intra-
Community supplies and certain transactions involving ships and aircrafts. Special rates (5.5% and
10.7%) apply under the farmers flat-rate scheme. There are exempt supplies that include certain
financial and insurance services, supplies of land, health, welfare and education to mention a few.

After a series of changes, the folreduceding tax rates are now in place: The standard rate applies to
the tax base for taxable transactions that are not tax-exempt or not subject to reduced rates and its
level is: (a) 20% as from 1 January 2016 and until 31 December 2016; (b) 19% as from 1 January
2017.

The reduced rate of 9% applies to the taxable base for the folreduceding services and / or supplies of
goods (delivery of the folreduceding goods: food, including beverages, except alcoholic beverages,
intended for human and animal consumption, livestock and live birds of domestic species, seeds,
plants and ingredients used in the preparation of foodstuffs, products used to supplement orreplace
food, The CN codes corresponding to these goods are established by methodological rules.

The 5% reduced rate applies to the tax base for the folreduceding deliveries of goods and services
(school textbooks, books, newspapers and magazines, except for those exclusively or mainly for

advertising).

The folreduceding table shows quarterly earnings over a 5-year period starting in 2010.
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Table5: VAT receipts, analysis period 2010-2017

Romania | 2010 2011 2012 2013 2014 2015 2016 2017 2017 cong;)-ell-r?ivith 2010
Q1 1755,9 | 2387,9 | 2350,8 | 2657,5 | 2511,7 | 3063,2 | 2514,9 | 3067,1 +74,7
Q2 21424 | 2777,2 | 2766,5 | 2889,5 | 2903,5 | 3191,4 | 2907,2 | 3195.4 +492
Q3 2738,6 | 2879,2 | 29652 | 31152 | 3054 | 3152,7 | 3057,8 | 3156,7 +15,3
Q4 2832,3 | 33533 | 3111,4 | 3246,8 | 3186,3 | 3200 | 3190,3 | 3204,0 +13,1

Source: Eurostat, expressed in millions of Euro,

It is noted that the maximum recorded is in 2011, in the last quarter, with a value of 3353,3 million,
VAT at the EU level Known worldwide, initially adopted in France, this tax has expanded to several
countries in Europe, Latin America, Africa, etc. The level and structure of VAT rates vary widely
from one country to another, All countries practice at least two alreducedances, sometimes 3: a
standard rate, and two reduced.

Conclusions

The European Union is considered to be a high tax area. The levels of taxing in the European Union
date back to the last third of the 20th century. Thus, since that period, the role of the public sector has
expanded, which has led to a strong increase in the share of taxes in the 1970s and, to a lesser extent,
in the 1980s and early 1990s.

At first glance, Romania has a competitive fiscal system in the region, a flat tax rate of 16% and a
standard rate of 19% VAT, suggesting a favorable climate for existing companies or new investors,
Nevertheless, the Romanian tax system loses competitiveness, given the frequency of legislative
changes, unclear, contradictory or insufficiently regulated areas and the inefficiency of the
administrative and judicial apparatus.

The tax system over the last ten years has undergone numerous, unpredictable and sometimes
controversial changes that have influenced the business environment, neutralizing financial forecasts
or business plans. The lack of sophistication of the regulatory tax framework in some key areas can
not meet the complexity of today's business in European and international context. This often
translates into an uncertainty about the tax impact on transactions.

The most competitive countries in the European Union and those in the first place in terms of indirect
tax revenues registered in 2014 were Sweden, Hungary and Croatia.

Another aspect envisaged in Chapter Two is that the increase in VAT rates continued after 2010,
albeit at a reduceder pace. Four countries have raised their standard rates in 2014. In Hungary, where
the VAT rate was 25%, in force since 2008, it rose even more by two points in 2014. In 2015, nine
countries increased VAT rates, With the exception of the Nordic countries, many of the Member
States that apply above average VAT rates in 2015 are those facing financial difficulties and strong
pressure for consolidation,

The efficiency of VAT taxation in Romania in the year 2015, 56%, is significantly reduceder than
that recorded in Estonia (83%), Slovenia (71%) and Czech Republic (71%), Romania collected
8,47% of GDP from VAT revenues in 2015, compared with 8,45% of GDP in Estonia, 8,64% in
Slovenia and 9,22% in Bulgaria, whereas the standard VAT rate in these countries it was 20%
(compared to 24% in Romania). At 2015, reduceder taxing efficiency as defined above was
noticeable in Slovakia, Latvia and Poland.

From the studies conducted in the third chapter, we mention that Romania has a VAT rate in 2015
that increased to 24% as of July 1, 2010 when it was 19% and the standalone quota was 9%,
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However, the situation in our country is not very favorable because in Romania the VAT rate is one
of the highest quotas in the EU. Given that our country's financial situation cannot be compared to
that of other countries: Sweden has a fairly high VAT rate, but it also has considerable incomes, and
France and Germany are in the position of Romania, o by July 1, 2010, the VAT rate being a positive
one. A positive side highlights that in Romania, the tobacco industry is the second largest taxpayer to
the state budget, according to oil companies, The next year, a new excise tax on electronic cigarettes
is to take effect in Romania, This new excise tax is already in force in Italy since the beginning of the
year,
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Abstract

Individuals join Social Networking Sites (SNS) to share information within various community contexts. One
source for the shared information and associated discussions are the shared SNS posts. In this study, we propose
a research model that represents antecedents of trust in posts in the SNS. After gathering data from SNS users, we
expect to find that content credibility and source credibility as antecedents of trust. In addition, we expect that
involvement in the post moderates the effect of source credibility and content credibility on trust.

Keywords: Content credibility, source credibility, emotional involvement, cognitive involvement.

Introduction

Social Networking Sites (SNS) remain the most preferred means of group communication on the Internet. SNSs
provide a worldwide communication conduit for like-minded groups that form around specific goals, interests or
visions. Perhaps the most popular SNS, Facebook, maintains well over a billion users since its introduction in
February 2004. Facebook is currently the most visited SNS worldwide (Fowler, 2012). This massive adoption of
Facebook and increasing number of users coupled with Facebook's substantial web traffic demonstrates the
potential of a SNS to impact worldwide events and effect change in many realms, such as the environment, politics,
and other social causes. A majority of this change is achieved through sharing of information and news from
trusted sources such as frequented sites, friends and followers well-known to a particular SNS community.

In general, people join groups for reasons such as a feeling of belonging and affiliation, information sharing, and
helping each other for various purposes such as exchanging information and maintaining long term relationships
(Ridings & Gefen, 2004). Similarly, by joining a SNS, individuals seek information, social support, friendship,
and recreation. Therefore, access to information and information sharing is an important motivation for people to
join a SNS. Most of the SNS information is shared from trusted group members' posts and enriched via resulting
group interactions.

These interactions play a critical role in group cohesion. Past research demonstrates the importance of trust in
interpersonal interactions (e.g., Mayer, Davis, & Schoorman, 1995; McAllister, 1995). Similar findings were
reflected in other web usage studies for both group dynamics and transactional information (e.g., Gil & Artz,
2007). In the late 90s and early 00s, the studies addressed trust in ecommerce transactions as well (e.g., Jarvenpaa,
Tractinsky, & Saarinen, 1999; McKnight, Choudhury, & Kacmar, 2002).

However, the concept of trust in Computer-Mediated Communications (CMC) via SNSs, still requires additional
research to pinpoint what factors impact trust in these like-minded interpersonal interactions. In this study, we
address why SNS members might more readily trust a post from a trusted group member even if the information
in the post might not as credible external people deem it to be. Our study proposes a research model that represents
the antecedents of trust in SNS posts. We expect to find that source credibility and content credibility have a major
impact on trust in social media postings.

In order to evaluate our research model, we will conduct a scenario-based experiment. The results of our study
will have several academic and practical contributions. Our research is one of the first that expands on the factors
that affect SNS users’ trust of the news in social media even when it might contradict the mainstream news
accounts. In addition, our research model investigates the importance of group involvement as factors that
moderate antecedents of trust. Our findings will be important for practitioners who work in the area of SNSs in
differentiating misinformation/fake news from accurate information thereby increasing trust in SNS interactions
among users.
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Literature Review

Trust issues are critical challenges for web-based systems (Berners-Lee, Hall, & Hendler, 2006; Pavlou, 2003;
Rubin & DE Geer, 1998). In particular, trust in websites has been extensively studied in the context of ecommerce
as an important predictor of successful online shopping (Corbitt, Thanasankit, & Yi, 2003; Gefen, 2000; Gefen,
Karahanna, & Straub, 2003; Kim, Ferrin, & Rao, 2008; Pavlou, 2003; Suh & Han, 2003). According to Flavian et
al. (20006) trust consists of three user perceptions: honesty, benevolence, and competence of the trust target.

Trust in news is discussed in a more limited number of studies. Kohring and Matthes (2007) posit that trust in
news emerged under the label of media credibility. In addition, the concept of source credibility was proposed by
Hovland, Janis, and Kelley (1953) to underscore the importance of communication sources. Therefore, credibility
was suggested as a universal characteristic of the sources of communication (Kohring & Matthes, 2007). However,
a number of researchers believe that there is a lack of theoretical foundation for the concept of trust and credibility
in news media literature (Kiousis, 2001; Metzger, Flanagin, Eyal, Lemus, & McCann, 2003). Kohring et al. (2007)
argue that there is not clear that the two components indicated by Hovland et al. (1953) are dimensions for source
credibility or are reasons for its credibility.

The concept of credibility as an important indicator of trust in news media in two domains: source credibility and
medium credibility. Source credibility is related to the way that communicators' characteristics affect the
processing of messages while medium credibility focuses on the credibility of the channel through which the
message is communicated (Kiousis, 2001). On the other hand Metzger et al. (Metzger et al., 2003) argue that the
concept of credibility is important in three domains: source, message, and media. They posit three domains because
the lack of control over contemporary news media forces consumers to be responsible for their own validity checks.

The Elaboration Likelihood Model (ELM) also addressed the concept of message influence in communication
environments. ELM explains how people process messages that aim to convince them (Bhattacherjee & Sanford,
2006). According to the ELM model the effectiveness of a message could be specified by a central or peripheral
route. In case of central route, the person who receives the message generally assesses the quality aspects of the
message. This route demands high cognitive effort by the person. On the other hand, the peripheral route of
message processing does not require a great deal of cognitive efforts (Cheung, Sia, & Kuan, 2012).

Research Model and Hypotheses

This study argues that credibility of news source and content is a major factor that affects trust in news in social
media. Source credibility is another factor that is an important indicator of trustworthiness in communications
(Hovland & Weiss, 1951). We agree with the definition that source credibility is a combined effect of "(1) the
extent to which a communicator is perceived to be a source of valid assertions (his 'expertness') and (2) the degree
of confidence in the communicator's intent to communicate the assertions he considers most valid (his
'trustworthiness')” (Giffin, 1967, p. 106). Therefore, we specify source credibility and content credibility as two
important indicators of trust in SNS posts.

Expertise of the source could be an important factor for SNS users to trust in news. If an individual see a post
which is posted by an someone/account which has expertise in that post’s topic, he or she would trust the news
more compare to the situation that an agent without any expertise and professional experience is the topic of the
news. In addition when the SNS users have a perception about the trustworthiness of the source of the post they
will trust in the post more. The content of the pos is an antecedent of the trustworthiness of a post on social media.
According to the literature, people trust information which is well presented and has higher information quality
more (Lucassen & Schraagen, 2011).

Gefen (2000) also argues that users' familiarity with an e-commerce website is an important factor that affects trust
in the site. So, familiarity also could be an important trust indicator in SNSs because people in these environments
primarily interact with a section of people with whom they are either close friends or totally unfamiliar with (in
the case of newcomers). Hsu et al. (2007) also posit familiarity as important to trust in information-based
environments. They argued that information-based trust is based on the familiarity of one party about the
predictability of the other party’s behavior. Therefore, in the SNS context familiarity with the SNS user who posts
a new story adds to the credibility of the SNS user and, by extension, the news.

Based on Elaboration Likelihood Model (ELM) that was applied in a study by Groves et al. (2004), individuals
who have more interest in the survey topic would spend high amounts of cognitive effort compared to others who
do not have interest in the study topic. In our research model (Figure 1) we argue that involvement to the post’s
topic could be an important factor that moderates the effect of trust on users’ intention to share a news in social
networks.
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Figure 1: Research Model

Methodology

We will conduct a scenario-based experiment designed to measure the impact of trust in a SNS post, taking into
account the moderating effect of involvement and the users’ cultural background on the effect of these antecedents.
We will provide different scenarios to measure primary source credibility and content credibility and culminate
with respondents filling out a questionnaire that measures their involvement with the post’s topic. We will also
collect their cultural background information as part of their demographic attributes. In other words, users will
read the scenario then we will measure their involvement and their trust in social media posts via a questionnaire.

Expected Contributions

Our study results will have several implications for both academics and practitioners. First, our study applies
existing theories in the trust literature to explain trust in SNS news. Our study is one of the first that does empirical
research to measure trust in this context. While there are a number of researchers who have addressed trust issues
in news media (e.g., Kiousis, 2001; Metzger et al., 2003), the concept of trust in SNS news has not been adequately
addressed. Second, the results of our study will indicate the importance of two kinds of credibility--content and
source--and its impact on trust in SNS news postings. Since most of the SNS posts have different levels of sources
and content, we will examine credibility within these layers.

All of the above is especially important because of the current spread of misinformation and fake news in social
media sites, which has resulted in an increase of mistrust and scepticism among SNS users and the news that they
share with one another. Ultimately, our study should provide insights into how SNS developers could increase
trust in the SNS context and develop SNS into a more popular source of news. By increasing source and content
credibility, SNSs could make SNS news more trustworthy for users and consequently increase the number of SNS
users as they move to re-join SNS communities.
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Abstract

In a changing world characterized by an acute crisis of resources, it is necessary to rethink the issue of
human resources, the only one that is practically unlimited and renewable in time. Human capital is
one of the most important factor that, over the last decades, has decisively contributed to the
economic success of developed countries. The linkage of human capital with the other factors of
production used in the economy, the computerized society, the technical, quality and efficiency of the
production of goods and services has become an undeniable truth in the modern world. It follows that
no sustainable growth and development strategy would become effective if the importance of human
capital were to be minimized or ignored. Regarding these considerations, we aimed to accomplish
this approach, to carry out a theoretical and methodological analysis that addresses the main obstacles
in evaluating and accounting for human capital. The paper finalizes with relevant conclusions,
resulting from the considerable researches carried out due to the obvious importance of human capital
in the economy, as well as the development of the human resources accounting system.

Keywords: Human Capital, valuation, accounting, intangible assets, obstacles.

Introduction

In order to achieve human capital accounting, we need to find the appropriate methods for its
assessment. Human capital is all of the skills, knowledge and intelligence of the assignees. Although
of overwhelming importance in achieving an entity’s performance, human capital does not appear in
the asset’s balance sheet alongside intangible assets. Financial accounting only records personnel
salaries once work has been done. But human capital has value, and this value, although it meets the
definition of an asset, is not recognized in the balance sheet as it can not be estimated reliably.

In the view of some authors (Andersen, 1992; Dae-Bong, 2009), the valuation of all assets, especially
of immaterial ones, is a subjective process. Given the lack of objectivity inherent in such a situation,
directives and standards are necessary to determine the criteria and methods of assessment as well as
the qualifications of the experts responsible for the evaluation. Such directives and rules will
strengthen public trust in the reliability and consistency of the valuation of intangible assets used to
communicate financial information. ,,It follows that intangible assets represent a category of ,,fixed”
assets as they can generate future economic benefits even if they do not have physical
materialization, here are research costs, licenses, patents, software, advertising expenses, training
programs defined by IAS 38 as ,,intangible assets”. According to this standard, intangible assets are
considered to be ,,non-monetary identifiable assets, without material support and held for use in the
production or supply of goods or the provision of services, rental or administration” (IFRS, 2015).
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Economic theory has traditionally identified two main obstacles in obtaining information about
human capital. One is the ,,immaterial” character of the knowledge held by people and the other is the
,-non-exploitation” of it. On a practical level, the accounting profession notes that taking into account
the difficulties encountered in measuring the value of human capital as well as establishing
transferable ownership, it is difficult to introduce accounting standards that would allow the treatment
of human capital as a financial balance asset.

People dealing with the practical implications of information on human capital, government decision-
makers, human resources executives in economic entities, or trainers often find that valuation and
accounting for human capital is useful only to the extent that the generated information becomes, in
fact, components of factors motivating decision-making within labor markets and capital markets.

As we have seen, it is theoretically impossible to undertake the same type of accounting treatment for
human and physical capital, since the knowledge possessed by people is non-physical, unmeasurable
and incompatible with the rules and institutions that establish daily transactions in accounting; and in
financial analysis and reporting.

Differences in views and reservations in terms of quantification and accounting for human capital are
to a certain extent derived from the definition of core assets. It is already known, as some economic
analysts have said (Anthony and Reese, 1983; Cherian and Farouq, 2013), that the extent to which an
asset is an economic resource must have control over it and that the costs at the time of acquisition
are measurable. In view of these criteria, human capital would meet four conditions in order to be
considered an asset in financial accounting, namely:

1). as an ,,economic resource”, human capital must be measurable as a potential ,,output” of
specific competences;

2). as an accounting concept, control approaches the legal notion of ownership without being
totally overlapping, and it is necessary to determine if the investor can assimilate the results of the
investment in human capital as it accumulates them;

3). the cost of the acquisition, which is a ,rental price” for human capital, must be
determinable;

4). implicitly, in the case of physical capital, the capital and labor market would follow the
estimate that is determined by the value of the productive potential of the investment in human
capital.

Faced with skepticism about the feasibility of evaluating human capital as an asset, we will express
our point of view on the first two conditions underlining the theoretical motives that make it possible
or impossible to measure and ,,control” the active value of the productive capacity of specific human
skills. We will not omit the other two conditions in relation to which we will analyze the issues of
accounting and recognition of human capital on the market.

Methodology of Research

In order to accomplish this work, the principles and rules specific to a research methodology have
been observed through which a series of methodological elements of a general nature combine to
facilitate the understanding of the way of research. The implementation of this approach starts from
the objective review of the literature in the economic and accounting field, as well as the specific
legislation, using the quantitative, the analysis, the synthesis and the interpretation of the information
methods. The main sources of information that have been the basis of our approach were books,
articles and studies relevant to the field of reference, and other documents issued by various national
and international bodies active in the field of accounting (IASB, IFAC). All this has helped us in our
attempt to highlight aspects of the difficulties encountered in evaluating and measuring human
capital.
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Approaches and considerations regarding the assessment and control of human
capital as active

The assessment in accounting was initially more a cost problem than an evaluation problem. In the
literature, some authors asserted that ,,accounting is not essentially an evaluation process, but one of
the allocation of the historical cost to current and future periods” (Lungu, 2007). Obtaining a loyal,
useful decision-making image, as the finality of the accounting process, outlines the objective
assessment of the financial statements. Ensuring the objectivity of the assessment is supported by the
feature of the financial reporting process, which is circumscribed by the presentation of both
numerical and narrative information.

The capital, in terms of anticipated production capacity, can only be evaluated on the basis of a more
or less reliable forecast. If we admit that there is a distinct market validation, between human capital
and other elements of production potential, the two parameters will focus on the degree of
predictability of production potential and the certainty of being able to assimilate the potential
(Macris and Man, 2012). If the need for the admission of a particular human competence as a specific
production potential so as to determine the costs and benefits stemming from it, the assessment as
well as the physical capital is linked to the contingent nature of the outcome of the negotiations and
of the market.

Difficulties due to the way in which human capital is measured are largely due to a market failure,
maintained by an incomplete institutional legal framework that insists only on the separation between
corporal and intangible capital. Technological change generates increasing skills claims, leading to
skill-based wage differentials and boosting investment in human capital (Ienciu et al., 2016). It is
clear from the assertions that the decisive factor is not the physical and physical nature of the
productive capacity but the ability to assess with reasonable precision the capacity of the production
and the subsequent benefits it brings to the market. From this point of view, there is a dual conceptual
similarity between the evaluation as an asset of human and physical capital. It is therefore necessary
first to assess the production potential, then to calculate the rate of return, to estimate the likelihood
of adapting production on demand in order to meet the competition rules in terms of costs and prices.
The above findings lead us to the natural question: are only the differences between human and
physical capital that justify different treatment in the practice of accounting and financial analysis?

Another author (Jacoby, 1991), regards investment in human beings as having ,,all the traditional
characteristics of capital formation”, namely: it is sustainable with a limited lifetime, maintained
and replaced as any other depleting resource, may become obsolete before it is exhausted and, as far
as the subjective value is concerned, can be capitalized or depreciated on the basis of the supply of
complementary factors and the demand for common products.” Although its value can be quantified
by the individual who has capital, ,,it can be appreciated by others, especially by the decision-makers
of society. Such an appreciation is arbitrary and subjective and it rarely appears in the written
documents of the entities concerning the stock of real or financial capital.” We consider the author’s
views to be pertinent, arguing that the assessment is the most difficult to achieve, not the intrinsic
character , intangible of human capital. Without a theoretical and explicit recognition of the
productive potential of human capital, the introduction of market mechanisms for an undefined asset
appears practically impossible.

Prior recognition of the production potential of specific human skills is therefore the starting point for
creating a market. In order for a transaction process to reach the value of human capital, it must be
explicitly recognized that a person may have the foreseeable ability to achieve a specific output. This
is difficult since at least two points of view: the first refers to the weight of the evaluation, in practice
effectively, the potential for human skills specific in a manner which is at the same time reliable, less
costly and generally accepted; the second of the methods for evaluation of human capital in use,
which are adapted to the requirements of an education system which bring to the front degrees, as
opposed to a system where the potential for human capital production as measured from the powers
required for the production, whatever be the source of knowledge acquisition.
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Regarding the first obstacle, Burke (1989) has shown that it is possible to objectively assess the
potential for the production of acquired skills. Initiatives in this regard start from an “independent”
assessment of competencies, more suited to the requirements of production than to the requirements
of the education system. These policies reflect efforts to adapt to distortions affecting the labor
market and skills acquisition systems. In some European countries, knowledge skills are often well
established, where a number of sectors share the same measurement technique and improve
production potential of staff (CIPD, 2017). Thus, we find some reliability in assessing skills through
ways that faithfully reflect the conditions encountered in production. These fears are, however,
founded if they are judged by the relatively underdeveloped nature of many evaluation systems. The
accounting literature states that estimates of human capital are not true to the extent that the
evaluation methodology and the predictability of events coincide.

The second obstacle encountered when assessing the potential of specific human skills production is
related to the institutional structure of the provision of training and measurement in terms of demand
and production. We refer, here, to the convention whereby man-made knowledge is to be judged on
the basis of the diplomas held. From this point of view, the measurement of the potential of human
capital production is affected by the segmented character of the school and professional diplomas.
These processes generally have a strict control over both acquisition of knowledge and professional
certification. Very often the award of diplomas depends on the time spent in the educational
establishments or the past tests. Barriers to entry into an entity are determined by the historical value
of universities. There are entities that prohibit the use of competences acquired outside of diplomas,
and these are economically explained by the willingness of employers to take a rent on investors in
human capital. Assertion, state-sanctioned assertion of ownership for knowledge acquired when
investing in human capital explains, to a large extent, the duality of knowledge that is at the same
time a collective good as well as the property of the person concerned. The experience of the various
OECD countries that have put in place policies that challenge the dominant role of education
institutions in assessing assets related to the acquisition of human capital is a positive experience.
These policy initiatives are motivated, in large part, by the competitive success of entities whose
methods of using human capital and investment prove to be realistic and effective.

Currently independent assessment of competencies as a means of knowing the production potential
related to the knowledge acquired by individuals varies considerably from one European country to
another depending on the reactions to the technological and organizational changes that affect the
training and the preparation (Dima and Man, 2013). In fact, most of the European states are studying,
in a systematic manner, the application of the new methods of validating the potential of production
for specific human skills.

New practices for investing in human capital can not protect employees from abuses only to the
extent that the two parties are bound to behave as if they were ,linked to a contract” this point of
view, we note that Law 53/2003 on the Labor Code provides, in a separate chapter, for the employer
to provide the necessary conditions for the professional training of his / her own employees. In
conjunction with Ordinance 129/2000 on Adult Vocational Training, as amended and supplemented,
which in Article 16 presents a framework model of the Vocational Training Agreement, we can
positively assess this by step in reconsidering the management of human capital in Romania.

The difficulty, however, is to apply the provisions of the law to investing in the human capital
resource. The doctrine of ,,freedom to contract” is equal for both the employer who has the right to
recruit/dismiss and the employees to resign at any time and for whatever reason. However, this does
not prevent the inclusion of long-term agreements with related sanctions in case of unilateral
annuling the contract. Employers and employees associations through trade unions regularly discuss
this type of contract. We reiterate, in this sense, Law 76/2002 on the unemployment insurance system
and the stimulation of employment, updated in 2018, which co-finances the training of employees. In
order to put into practice these mechanisms, however, the necessary forms must be found which give
value to the acquisition of human capital, both from the point of view of the employee and the
employer, in order to determine the costs and benefits of the investment. The condition that an
investor needs in order to make a return on his investment is given by the fact that it is an asset
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(condition 2), which seems easy to achieve in the case of individuals. For this, there is no ambiguity
in the possession of its own ability to produce and its improvement results from investing in the
acquisition of knowledge. However, the obvious nature of this property title should not obturate the
ambiguity of the methods currently used to assess the potential of producing individual human
capital, including the relationship between acquired knowledge and remuneration in the labor market.
In some countries, individual investment in knowledge acquisition, funded by personal savings or
financial loans, can be deducted from current or future taxable income. This realistic approach
to the importance of human capital can and should be visualized and implemented in Romania as
well.

Applying this would make the individual control this type of asset and the employer would obtain his
formal recognition, even if it is aimed at a diploma, regardless of production requirements, but
depending on the selection of the educational system. The title thus gets a sense of its own by the fact
that the financial balance sheet appears in the accounting. Whatever form this recognition embraces,
the guarantee for the individual lies in the degree of transparency and certainty attached to
information systems and decision making on human capital that influences personal choices.

Economic entities and public institutions can not dispose of assets created by an investment in human
capital, but can regularly control the benefits of such an investment by signing contracts with
individuals who have funded the acquisition of knowledge with money borrowed from public entities
or authorities. Economic entities have recourse to various forms of loan for employees, explicit or
implicit agreements, direct or indirect funding, such as apprenticeship, social security, individual
training leave, etc. Public authorities conclude social and private ,,contracts” to finance individual
investment in human capital, such as training grants, active labor market policies, training loans, and
so on. In terms of accounting and financial analysis and according to accounting rules, contracts of
this type are not registered or accepted as proof of ownership of an asset are treated as current
period expenses. They are recorded based on the historical cost principle (Man et al., 2011).
However, many of these costs, particularly recruitment, training and work organization, have
numerous economic and financial effects on future periods the feature that justifies the inclusion of
the expenditure referred to investment in human resources of the entity. In more rigorous terms, as
we have pointed out, human resources costs should be divided as follows: 1) cost of services
consumed, including salaries and social security contributions and return on investment in human
assets; 2) the cost of human assets, consisting of the costs incurred in hiring, recruiting, socializing,
training, improving and developing the experience. Economic entities and public institutions use
employee education, but they do not have employees.

The systemic assessment of human capital pursues three objectives:

* ensure information on the cost and the economic value of the employees in their company
resources;

e provide the necessary support for decision-making on the recruitment, selection, training
and career of staff;

e stimulate managers to look at employees as an asset that can depreciate or appreciate
according to how it is managed.

After exposing these points of view, we can conclude by advancing the idea, already
demonstrated and applied, with certain reservations, that the production potential of human
capital is susceptible of being measured. Even if it remains the property of the individual or the
team that has the competence, it is possible to define and finalize contracts where the benefits
resulting from the acquisition of such skills remain with the lender. Consequently, obstacles that are
not subject to parallel treatment of human and physical capital are not insurmountable, even if they
are determined analytically and institutionally by the current systems of assessing contractual powers
and obligations.

We must recognize that the assessment of human resources as a distinct discipline is currently

limited to identifying investment costs and pursuing, through budgets, investments in the recruitment,
training and development of human potential, while allowing the substantiation of management
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decisions of human resources. The human capital of an economic entity refers to the individual
capacities of the employees, being evaluated according to the degree of professional qualification
achieved. The result of the operation of human capital is usually recorded as an improvement in the
entity’s revenue or productivity. In conclusion, what can not be seen, touched, smelled, evaluated,
with an obvious importance to entities and balance sheet management, is the essence of the value of
intangible assets, namely human capital.

Aspects Of Accounting And Recognition Of Human Capital As Active

Assigning active asset status to human capital implies considering it as capital, as well as taking it
into account in accounting statements and wage agreements that share the costs and benefits between
participants over time.

The cost of hiring human capital should be objectively determined and not posed problems as salary
levels are a clear price signal that can be integrated into accounting. This, once we no longer have a
single price, but the value of a human asset, so long-term costs and benefits as they are present
(Oluwatoyin, 2014). But we find real difficulties in recognizing human capital as an asset. In day-to-
day transactions of labor markets, payroll entities need to take into account/recognize assets
corresponding to the skills acquired and validated by employees. They can no longer be seen only in
terms of the “human costs” borne by the entity, but must also be valued in terms of the returns
generated by the investments in the development of the human capital of the entity. Moreover, in the
financial market, banks and public institutions should register stocks and acquisitions of human
capital as asset values. Employees can not be treated as mere means or attachments to the physical
and financial capital of an entity. Human resources are now transforming into the main economic
assets of economic entities. People are the storage of skills, creativity, qualifications, knowledge and
know-how. Innovations are also the fruit of the employees’ mental activity and the quality of
communication between them. So it is clear that human resources are really an asset because it
generates profitability.

The accounting and financial analysis of human capital, considered as an asset, brings into the
debate two major challenges. The first one is that a large proportion of current methods of measuring
human capital start from a diploma, which is currently considered to have no value, imprecise,
exclusive to society or opaque, and therefore inadequate to the process of assessing the potential of
real production. Secondly, in the absence of an adequate measure of acquired skills, they are not
interested in collecting or producing real, real human capital information. The absence of an efficient
and accurate system that validates productive capacity or competencies compromises real steps aimed
at financially accounting for these assets and, implicitly, the balance sheet (Andrade and Sotomayor,
2011). If human capital is virtually not recognized as active, there is no willingness to develop a
system for identifying and validating skills, even at a low price. To address these inconveniences, the
practical and effective accounting becomes essential (Condition 3: cost assessment) and market
recognition (Condition 4: validation of transactions) of human capital, as well as a precise definition
of a measurement method (Condition 1: evaluation potential production of specific skills), together
with control / ownership (Condition 2: contractual obligations recognizing long-term costs and
benefits). In order to meet conditions 3 and 4, it is necessary to define institutions that allow the
clarification, measurement and control of human capital. Once a fundamental infrastructure has been
set up, the next steps will depend on each country’s legal and operational, private and public
practices.

Obstacles presented not only derive from the intrinsic characteristics of the knowledge held by
individuals. The institutional and historical specificities of each state make the single policy solution
applicable, but they do not state the results of a whole series of analyzes on the global feasibility of
accounting and the financial balance of training and qualifications of the active population.
Individuals and public authorities record risk costs (Condition 3) and validate transactions (Condition
4) in the form of a statement of income for individuals/individual levels or in national accounting,
with reference to the general level or one of the many methods allow the financial statement to be
recorded. The analysis of the three categories of agents (individuals, economic entities and public
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institutions) highlights the close relationship of daily market transactions with the need to consider
costs and validation.

The lack of accounting information present in the financial statements of economic entities can not
explain the value that the stock market gives to intangible assets (Rascolean and Rakos, 2015).
Although this asset can be especially justified, after the explosion of the internet, it makes us think
about the intangible assets we own. We are concerned about the hidden effect of unvalued intangible
assets, which means greater stock price volatility that could lead to an increase in the cost to large-
scale intangible assets. In the field of accounting, conventions and operational decisions by
individuals, economic entities and public institutions have a major role to play when it comes to
fulfilling conditions 3 and 4 to determine the long-term active human capital status as follows:

» Individuals

In the previous approach, we have moved away from the idea that in order to treat human capital as
a capital that generates over time returns on investment, we must create a system of measurement
and ownership/control. They are necessarily linked to individuals or a group that have invested in
developing a specific capacity. Taking into account human capital as an asset implies the return as a
whole of contracts signed by employees or employers to calculate the costs and benefits of the
investment as well as its use. At the level of individuals, this means that the financial value of the
investment made in the human capital itself must be integrated into the rental price or the labor
contract. We have already found that validation of the financial value of human capital in the lease
has many obstacles.

Accounting for the rental of human capital exclusively in the form of a current expense causes a
conflict of interest between the holder of a correspondent asset, who wants its value to be fully
recognized, and the company that rents the asset not considered as current utility (Stern, D., Ritzen,
1991). That is why we consider that the recognition of human capital as an asset is linked, for the
individual, to the ability of the entity to treat the employment contract in a form that does not create
imbalance in the balance sheet.

In such a context, even if we admit that we have viable measurement and control systems, individuals
can modify, unilaterally, the assessment of costs, conventions or bargaining mechanisms. Parameters
are generally fixed by public institutions as income, tax, or tuition fee. When estimating the
investment validation in the human capital that is made on the market, the parameters are determined
by a series of factors. If we want to fulfill conditions 3 and 4, the individual is faced with a set of
legal prerogatives supported by the public authorities or the dominant system of industrial relations.
At the individual level, improving measurement and creating contractual/sanctioned contractual
formulas are crucial to overcome the barriers to public accounting, balance sheet integration and
market validation of assets in human capital.

For individuals, it is essential, before meeting conditions 3 and 4, to ensure that conditions 1 and 2
are met. As long as the individual can not measure his or her acquired human capital, he can not
account for long-term costs and benefits, due to the absence of conventions, negotiations and
calculation procedures at the level of contracts, can not be used in the field of science to integrate the
labor price into the costs associated with this acquisition. An individual wishing to be recognized as
an asset must go through a series of intermediate and interdependent stages ranging from measuring
production potential and contractual rights to recognition by entities and public authorities of
accounting for the costs and value of the skills acquired; or improved.

» Economic entities
At their level, the critical point is related to the fulfillment of the third condition, which is well
analyzed in the literature and not only, regarding the accounting of human resources. Difficulties
relate to the objective assessment and feasibility of human capital costs for an economic entity.
Recent trends view human resource accounting as a management tool, which states that ,human
resource cost measurement can provide a double-mindset - external managers and users - of the costs
incurred by the organization at certain stages such as selection, development and maintenance of
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resources human” (Bullen et.al., 1989; Cesyniené and Stankevi¢iené, 2011). Measuring the value of
human resources thus enables the economic quantification/evaluation of the organization. The
absence of systematic accounting rules is responsible for the fact that the cost of human capital
unreflected in the account, balance sheet and other company reports, feasible in the abstract theory
of assessment, is difficult to translate into practice because the required accounting rules are not
applicable.

Economic entities are confronted with a similar practical problem when they have to recognize or
validate the lease of the ,,estimated value of the production potential” of human capital (Condition 4)
in the transaction. In theory, the salary offered for the use of an individual’s human capital should
include, among other factors, recognition of the cost of acquiring skills. In practice, however, the
company offers ,,current salary” that reflects the various labor market conditions. Individuals or
people negotiating for employees have little chance of knowing the share of global human capital -
including health and other physical capacities - imputable to acquiring knowledge (Mardiros et. al.,
2016). Even if employees and employers would like to include in the rental contract the estimated
cost of depreciation, depreciation and appreciation of costs / benefits, they encounter difficulties due
to current realities.

The differences found in the practical implementation of the cost assessment and in the validation of
human capital contracts are in fact the lack of national regulatory norms to specify and state the
factual situation, the management and the technological character of the various sectors of activity
and the size of the entity. The diversity of costs related to the methods and institutions involved in the
negotiation can be a decisive element in the assessment of human capital (Stanko et. al., 2014). An
economic entity is reluctant to raise its employees’ training level because it fears they will leave it
before they have recovered their training costs. Therefore, public institutions can play an important
role in reducing the overall costs of staff training and establishing human resource accounting rules,
an imperative requirement to be solved especially in times of economic crisis.

» Public institutions

The State may regulate the accounting and market recognition of investments in human capital
funded by entities and individuals. We are, however, less interested in his role as decision-maker,
especially his position as an agent involved in the development and financing of human capital and
the national accountant. It is well known that the state encounters obstacles in assessing the cost of
human capital and transactions as well as private sector entities when assuming the role of employer,
and we refer in particular to contract negotiation and the internal management of human resources.
However, there are specificities specific to the public sector, which consist in the fact that many
states have not recourse to accounting for employment but for money. This practice limits the ability
of public authorities, in the context of operating budgets, to hold accrual accounting over time -
cumulative of commitments and assets - although they have financial cost estimates and benefits of
human capital.

Public institutions are required to make investments in human capital (subsidies) based on
inappropriate national accounts. The transformation of national accounting and the methods used by
public authorities in recording assets and engagements related to their operation is a difficult task.
Obstacles in improving costing practices and validating public government transactions may,
however, be overcome by a necessary and possible reform. In fact, many OECD countries have
launched initiatives to improve domestic and national accounting practices for human capital. As
illustrated by the initiatives taken over time to incorporate intangible assets into national accounts, the
outcome of these new approaches is linked in a decisive manner by how the intangible asset was
measured at micro level. From this point of view, the possibility of reaching a relevant policy, based
on a set of analytical and realistic data, depends on the accounting methods used by entities and
individuals. Changing the accounting and financial balance of human capital becomes necessary and
imperative.

We can conclude that obstacles that prevent human capital from being considered as an asset may,
theoretically and in time and in practice, be removed. The practical problems started by applying
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financial accounting and balance sheet to human capital or, in a more restrictive manner, training and
workforce qualifications can be overcome by initiatives and innovations (Ciurea and Man, 2016,
2017). Whatever the behavior of the three categories, namely: individuals, private entities and public
powers in the field, all are subject to the existing rules on accounting and financial balance sheet
applied to human assets. From the analysis carried out, certain mandatory conditions for the
attribution of the human capital are as follows: the possibility of measuring the skills acquired by
individuals; facilitating the establishment of contractual relations that incorporate the flow of costs
and the benefits of human capital essential to ensuring the effectiveness and efficiency of accounting
and financial balance of human capital.

The efficiency of human resources is expressed by a set of rates built by reporting the results obtained
with the available human resources. These rates allow value judgments on the use of human capital
through comparisons over time and space over some values considered normal (Ienciu, 2012; Ciurea
and Rakos, 2016). The relationship of calculation for the efficiency of the use of human resources is
given by the ratio of the obtained results that can be represented by: the operating result, the
turnover, the added value, the production of the exercise and the available human resources
expressed in terms of number of employees, number of days worked, hours worked, salary costs.

The efficiency of human resources can be correlated with labor productivity. We consider that
efficiency is the value expression of productivity, expressing the ratio between volume and
consumption, quantitatively, correlating productivity and efficiency of work. We can conclude by
pointing out that in a transaction-based economy, these elements form the backbone of a solid system
of information and decision-making on human capital.

Conclusions

Any discussion of human capital implies that human resources are more than expenditures seen in the
profit and loss account, they must also be seen as assets. This is the issue of measuring, evaluating,
human capital, an aspect that can’t be achieved outside some quantification models. In this context,
we summarized the main conclusions drawn from the research carried out on the obstacles to
assessing and accounting for human capital.

Obliquely subject to logical, economic and financial logic, accounting presents a distorted image of
an entity’s economic life, neglecting or ignoring for a long time appropriate methods for recognizing
and reporting intangible investments as intangible assets. It follows that practice has not evolved
beyond the traditional rules of historical costhuman capital, although it has an overwhelming
importance in achieving an entity’s performance, does not appear in the balance sheet asset alongside
intangible assets. Although it has value, by defining an asset, it is not recognized in the balance sheet
because it can’t be reliably estimated.

Prior recognition of the production potential of specific human skills is the starting point for
evaluation, within the framework of conventions and rules governing the internal labour market of a
company, faithfully reflecting the conditions encountered in production. Taking into account the
practical introduction as well as the difficulties encountered in measuring the value of human capital
as well as in the determination of the transferable property right, we propose the treatment of human
capital as an asset of the financial balance, in terms of standards.

Difficulties, due to the way in which human capital is measured, are largely due to a market failure,
maintained by an incomplete institutional legal framework that insists only on the separation between
corporal and intangible capital. The ability to perform value-creation operations can be integrated
into physical objects or human beings, and this is not tangible, and the costs of creating, improving or
maintaining such capacity are investment in both equipment and/or human capital. Thus, the
similarities between human and physical capital, considered as assets, disappear in the case of
effective measurement of production capacity that will serve as the basis for calculating transaction
values.
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We consider that the determining factor in the assessment is not the physical and physical nature of
the productive capacity but the ability to reasonably assess the production capacity and the
subsequent benefits it brings to the market. Economic entities and public institutions can’t dispose of
the assets created by an investment in human capital. But they can regularly control the benefits of
such an investment by signing contracts with individuals who have funded the acquisition of
knowledge. In terms of accounting and financial analysis and accounting rules, such contracts are
not recorded or accepted as evidence of holding an asset, being treated as current period expense.

Accounting and financial analysis of human capital, considered as an asset, brings up two major
challenges. The first is that much of the current methods of measuring human capital start from a
diploma, which is currently considered as not worthless, imprecise, exclusive to society or opaque,
and therefore inadequate to the process of assessing the potential of real production. Second, in the
absence of an adequate measure of acquired skills, they are not interested in collecting or producing
real, real human capital information. Human resource accounting, though useful and feasible, is
rarely practiced and its application has not been expected to be relevant. The systematic expansion of
intangible asset accounting is accompanied by consideration of human resources in terms of
competence and asset value.

The added value of the products and services sold today is increasingly dependent on “non-material”
causes. At their heart lies the individual, who values his creative power, imagination, inventiveness,
intelligence, logic, analytical and synthesis power, discernment, all of which are found in the profit
and loss account of entities. In our opinion, profit is increasingly the product of knowledge.

We conclude by appreciating that the deepening of the resource assessment, which is currently
limited to the investment cost reporting, must be pursued by means of budgeting, investment in the
recruitment, training and development of human potential, and also to support the management
decisions of human resources. In terms of accounting and financial analysis and accounting rules,
training contracts are not recorded or accepted as evidence of holding an asset, being treated as
current expenses.

The assessment of human capital, supported by the four valuation bases recommended by the general
accounting framework, must be based on the historical cost, current cost, realizable value and on the
basis of the updated value. The relevance and reliability of accounting information require
appropriate accounting treatment, and international bodies (IASB and FASB) as well as standardizers
within the European Union should meditate on the issue of intangible assets that are an important
resource for an entity’s performance management. Intellectual assets have always mattered, but their
importance has become crucial in today’s economic conditions.

Also, a realistic approach to the importance of human capital can and should be visualized and
implemented in Romania by deducting from the taxable, current or future income of individual
investment in knowledge acquisition, funded by personal savings or financial loans. In terms of
accounting and financial analysis and accounting rules, training contracts are to be and must be
accepted as proof of ownership of an asset.

Without claiming an exhaustive treatment of the issues addressed, we tried to outline the idea that
human resource is not a simple factor consuming the production process; in our opinion the human
resource generates costs and at the same time supports them for why human capital must be treated in
terms of cost.
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Abstract

The implementation of any ICT project involves two components: the investment and the
implementation of the respective change, which can be personal, at the department/organization
level, a change of behavior, etc. Both components strongly depend on the leadership of the
organization. Leadership includes here the combination among the personalities of those leading the
organizations, their knowledge and abilities, regulations, procedures and organizational policies as
well as the organizational culture. In most cases, the implementation of a new ICT system allows the
managers’ access to valuable tools and information.

The analysis of the international approaches of assessing the impact of ICT investment projects
clearly shows that this area is new and it is currently developing. Generally accepted ICT assessment
methods and mechanisms have not been identified yet, not even for parts of the ICT use (public
administration, health, e-learning, etc.).

Using ICT is just a tool for achieving specific goals. Achieving an ICT infrastructure should not be
an objective in itself, but a resource the user needs to achieve certain goals (higher efficiency, better
access to knowledge he would have been unable to reach otherwise, etc.). Consequently, the fact that
at the end of the project implementation the ICT infrastructure is functional and does not require
interventions is compulsory, yet insufficient for a successful project.

Keywords: Evaluation projects; Impact indicators; Results / Outcome indicators; European
Structural and Cohesion Funds;

Evaluating the Impact of ICT Investment Projects — General Methods and
Models

Reference Analysis

For the current research we have used several world databases in order to seek relevant articles on
methods and mechanisms for evaluating ICT investment projects at an international level. Thus we
have identified and analyzed hundreds of articles published in — more or less famous — scientific
magazines in the past five years.

As with any other field, the methods employed are either analytical or interpretive.

Analytical methods can be used when the field under research is well defined and quantifiable —
quantitative or qualitative — indicators characterize the current situation. Mathematic or statistical
methods are used to process collected data.

Interpretive methods apply when the area under scrutiny is not clearly defined, for example, in case
of analyzing the ICT impact on the socio-economic development of a country (Prashant Palviaa,
2018). An analysis of references reveals that ICT has an impact on a multitude of socio-economic
development areas. Such an analysis could never lead to unanimously accepted general results.
Therefore, it is only interpretive methods that can be employed, which allows experts to decode data
and information, as well as personal observations.
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It is the case of Smart Cities (March, 2018) whose analysis can only be based on interpretation. In the
past several years there have been vivid debates for and against smart cities. Though, at a first glance,
the impact is entirely positive, a thorough, multidisciplinary analysis reveals certain negative
consequences such as: IT illiterate citizens are discriminated against, infringement of privacy, certain
public services are vulnerable to cyber-attacks, some public services and activities (emergency
services or health services) depend on technology, yet there is no technology available, etc.
Therefore, setting objectives or indicators in connection with the implementation of major ICT
investment projects should only be based on a complex and thorough analysis of all risks and
consequences, corroborated with backup measures.

The analysis of a public transportation project, within a presumably smart city framework (P. Tafidis,
2017) is an example of a multidisciplinary approach in evaluating the impact of an ICT investment
project. The analysis aims to show how an ICT public transportation project can reduce pollution. As
there is no common methodology, unanimously accepted, the authors have chosen three different
regions (in Romania — Bucharest, Ilfov, Spain and Portugal) trying to see how an ICT project in
public transportation could reduce pollution. Comparative methods have also been employed.

A serious and relevant analysis of an ICT investment project can only be conducted if there is a clear
understanding of the project users/beneficiaries, with their characteristics and dependencies. The
adoption of any technology depends on multiple factors and parameters: the users’ age and level of
education, their social background, their health, etc. (Mattia Cattaneo, 2016). As one may expect,
beneficiaries with high level of education are more likely to adopt new technologies. If in case of
young people, we take into consideration the level of the formal education, when it comes to adults,
non-formal education as well as Life Long Learning are of major significance and are also
considered.

As an overall conclusion, most articles are the result of scientific research conducted by one or more
teams from universities in developed countries, sometimes in partnership with universities or
organizations in developing or less developed countries. Such research is mostly related to projects
financed by international institutions (for example, the World Bank or government development
agencies), implemented in developing countries.

Another category of articles/research refers to the implementation of ICT investment projects within
companies and their impact mainly on the employees’ attitude and behavior (and not on production
efficiency or on delivering services to the end beneficiaries). We should point out that there are
numerous articles/analyses meant to assess the end clients’ satisfaction following the implementation
of such an investment project.

Apparently, such analyses may have little to do with the current research; however, a closer look will
show the opposite. The articles we analyzed reveal a sort of approach that should be considered when
looking into an ICT investment project. Moreover, taking into account the membership of the
research teams, we see yet again that the specificity of the target group (local character or the type of
project users/beneficiaries) is of utmost importance when monitoring or assessing such a project. All
the analyses/research of the projects implemented in developing countries have been conducted by
teams which included people/organizations from the respective countries.

The references also show that one cannot assess a technology investment project without analyzing
first its impact on users and beneficiaries, including the extent to which they use the infrastructure
created. To be relevant such an analysis should cover a long period of time.

An illustration of an efficient approach to monitoring and assessing an ICT investment is the analysis
of a project carried out in Arua region, Uganda, whose aim was to facilitate communication between
citizens and local authorities. (Guy Grossman, 2018). The project was implemented by a non-
government organization (GAPP), which supported the implementation of a platform that allowed the
citizens to send anonymous messages to the public administration. The technical component (the
creation of the platform) was accompanied by campaigns meant to promote and raise the people’s
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awareness of the new facilities. Training sessions for the public administration and several needs
analyses were also conducted. The main impact of the platform was supposed to target health,
education and drinking water supply. The research indicated a good impact with regard to the use of
the platform in education, but only on a short and medium term (especially in the first year), without
indicating significant results in the other fields. Once again, it is obvious that a medium- and long-
term analysis as well as a multidisciplinary approach, tailored to the needs of the users/beneficiaries,
are required if we want to show the real success of a project.

In most cases, implementation of an ICT investment project is not the result of a need identified
independently by the future beneficiaries or users. It is the result of the interaction / the involvement
of experts/specialists or of the clients’ requests or of other external factors (civil society, media,
citizens — individually or as groups of people) or it is based on comparative analyses of similar
organizations.

In most cases, adopting new technologies leads to changes and both people and organizations are
resistant to change. Though one might expect that people and public institutions are more resistant to
change, studies show that companies are equally resistant (Consoli, 2012). When it comes to
adopting changes, the leading force in a company is determined by the business productivity, while
small and medium sized enterprises (SMEs) have better abilities to adapt. Studies show that very few
SMEs implement ICT investment projects based on an investment plan. In most cases it is the
replacement of old equipment or managerial changes that lead to such projects.

The implementation of any ICT project involves two components: the investment and the
implementation of the respective change, which can be personal, at the department/organization
level, a change of behavior, etc. Both components strongly depend on the leadership of the
organization. Leadership includes here the combination among the personalities of those leading the
organizations, their knowledge and abilities, regulations, procedures and organizational policies as
well as the organizational culture. In most cases, the implementation of a new ICT system allows the
managers’ access to valuable tools and information. Yet, the leadership methods and ICT tools are
not always compatible. (Montgomery Van Wart, 2017). As a result, the thorough analysis of the
organization management (people involved, knowledge, abilities, organizational culture, etc.) is
critical in assessing the impact of an ICT investment project in order to see if the maximum
achievement has been reached.

The influence of leadership in adopting new technologies is valid both for public and private
enterprises. According to studies, leadership is the most important factor that influences the
implementation of an ICT investment project. (Qureshi, 2013).

Communication is as influenced as leadership by the implementation of an ICT investment project
(Asta Tarutéa, 2014). Both internal and external communication are facilitated and strongly
influenced by the IT system/systems employed within the organizations. To be efficient and effective
the ICT infrastructure in the organization has to be perfectly adapted to the organizational procedures
and culture, to its mechanisms and functioning. That is why most major ICT investment projects
involve projects/actions that target the organizational change, the development of such activities
requires perfect internal and external communication.

ICT investment projects have major effects on the whole organization and its interaction with the
external environment. Considering the purpose of the analysis and the factors involved, the area
under scrutiny is limited; certainly, there are areas influenced by the project implementation that are
not covered by the present analysis. For example, any ICT investment project in the public system
has or may have a certain impact on the fight against corruption (Anol Bhattacherjee, 2018). The
analysis, the area analyzed, and the interpretation of the results are — in most cases — subjective.
Therefore, such analyses are not unanimously accepted and could be questioned.
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Results of the Previous Research

As resulted from the previous research ("Evaluating national, European and international investment
projects - theories and methods” and ,,Virtual architectural solutions for organizations. Performance
indicators”) there is no national/European/international unique, generally accepted approach
regarding the assessment of a major ICT investment project.

Most assessment models and methods represent adaptations or versions of the assessment conducted
for any investment project. If in case of a ,traditional” investment project, most benefits are obvious
and easy to evaluate, the impact of an ICT project is more complex. For example, a new building
offers new living or production space and — if we compare the cost of the construction to the cost of
renting a similar space, it is relatively easy to see if the investment is justified financially. Similarly,
in case of a production investment (equipment or production line), it is relatively easy to see if the
investment is profitable by adding the investment costs and the cost of maintenance and supplies/raw
materials.

At an international level, we have identified ICT investment evaluation models only for major
projects, multi-annual national strategies and multi-projects. Such analyses reveal a multidisciplinary
approach and try to isolate the investment impact from other external factors, for example by
selecting a similar country or community where such an investment has not been implemented. The
approach is efficient and justified scientifically, but it is extremely expensive. Therefore, it is worth
using it only in case of projects with national impact, whereas for small projects the cost of such an
approach might equal the total project costs or even worse, it may exceed them.

Major international donors (European Commission, World Bank, etc.) have not developed specific
evaluation methods and practices for the assessment of the ICT investments either. For example, in
Europe there are significant differences among the objectives various countries have set for the funds
in this field. Some countries (like the Baltic countries) have chosen to dedicate Operational Programs
to ICT, with programmes indicators relevant at a national level (e.g.: following the implementation
all national public services shall be available electronically), other countries (like Romania) have
chosen less ambitious evaluation indicators (such as the number of companies that benefitted from
funding within the program). Other countries did not allocate special funds for this area at all,
considering that ICT investment projects should be treated like any other investment projects and that
it is up to the applicant (especially in the case of private beneficiaries) to decide if they want to invest
in ICT or would rather purchase other assets.

In Romania, particularly the EU funded projects reveal results and outcome indicators that try to
quantify the impact of the ICT investment projects by means of specific indicators (for example: the
number of infrastructure users, the equipment purchased, etc.). However, reaching such indicators
does not mean that the investment has been efficient or profitable, that it was necessary and it may
represent an example of good or bad practice. One could reach such a conclusion only based on a real
comparison of the costs and benefits, if the project is implemented or not. However, for public
infrastructure it is very difficult to make such comparisons; even if they are possible (for example by
identifying information faster, costs are significantly reduced), there is no wish to do so.

A comparative approach that would look into the impact of two or more projects implemented under
similar circumstances, for similar beneficiaries, generating measurable and quantifiable benefits,
could be a method to establish the efficiency of an ICT investment project. Such situations have not
been identified and analyzed yet. Projects which look similar at a first glance (for example,
implementing two e-government projects with the local government in cities of equal size), with
similar budgets (approximately 1,5 million euro), implemented at the same time under the same
regulation framework (European funds, the same call for projects) do not lend themselves to such
analysis due to scarce or no information at all. Moreover, in case of such projects, a comparison
should consider other important factors such as: the citizens’ standard of living, the Internet use in the
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city, the broadband availability and quality, the population age. Thus the analysis becomes complex
and it is impossible to assess the impact of each parameter on the overall final result.

Moreover, even under similar funding conditions, the two local authorities may have different
approaches. One may decide to allocate a larger portion of the budget for the content (considering
that it will bring added value, and the platform ,hosting’ is a cost they will cover), while the other
may decide that it is essential to have access to strong hardware and software infrastructure. Based on
this infrastructure, if need be, they will develop - with their own resources — various services for
citizens. To compare the two approaches one must analyze the impact of implementing the two
investments for a longer period of time, that is throughout the investment life (conventionally, Syears

Case Study: ICT Investment Projects in Romania, Implemented With EU Non-
Reimbursable Funds

Here are the funding sources for the ICT investment projects implemented in Romania, from the
2007-2013 EU budget:

- Sectoral Operational Programme — Increasing the Economic Competitiveness 2007-2013
(SOP IEC). The program included the Priority Axis III — Information Communication
Technology (ICT) for the private and public sectors. This line funded ICT investment
projects exclusively (Ministry of Communication and Information Society, 2018)

- Sectoral Operational Programme — Increasing the Economic Competitiveness 2007-2013
(SOP IEC). The programme (Priority Axis I dedicated to SMEs investments) financed
several investment projects developed by companies. Some projects also covered — to a
larger or lesser extent — ICT investment (Ministry of Research and Innovation, 2018)

- Sectoral Operational Programme — Increasing the Economic Competitiveness 2007-2013
(SOP IEC). The Priority Axis II dedicated to supporting research and innovation funded
several investment projects carried out both by companies and public organizations (mainly
research institutes and universities). Some projects also covered — to a larger or lesser extent
— ICT investments. There have been actions dedicated to ICT related projects, such as the
GRID projects (Ministry of European Funds, 2018),

- Regional Operational Program 2007-2913 (ROP) — included a line dedicated to investments
of the small-size institutions. Some of the projects implemented represent SMES investment
in ICT (Regional Operational Program, 2018).

- Sectoral Operational Programme — Development of Human Resources 2007 — 2013 (SOP
DHR). This funding programme funded several projects carried out by public institutions,
which included the purchase or development of applications of local, regional or national
interest (Ministry of European Funds, 2018)

- Operational Programme — Development of Administrative Capacity 2007 — 2013 (OPDAC).
The programme financed several projects implemented by public authorities with major
components, which included the development of applications (Ministry of Regional
Development and Public Administration, 2018)

Besides the funding sources above, all projects funded from non-reimbursable EU funds included the
an ICT horizontal objective.

Unfortunately no information about the result or the impact of the implementation is available.
Moreover, for the sources that funded not only ICT investments, there is no way to separate such
projects from those which did not have such components. For example, out of all projects funded
from ROP dedicated to microenterprises, we do not know the number of projects that implemented
ICT related investments or purchased other type of equipment or invested in construction and
buildings.
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Under the circumstances, besides the analyses conducted in the previous studies, we can only conduct
a quantitative analysis of the projects funded from SOP IEC Priority Axis III, dedicated to ICT.

In 2016, based on Freedom of Information Law, we asked the Ministry of European Funds to release
the database of all payments made within the operational programmes as part of the 2007-2013
budget. At that time, all projects funded from 2007-2013 had been completed (deadline for
completion 31 December 2005), checked by the Romanian authorities in charge while the reports had
been submitted to the European Commission. Thus the database received from the Ministry of
European Funds shows the final situation of the programmes financed from the respective operational
programmes. Compared to the huge volume of information received, minor changes are likely to
occur in future.

The actions financed from European funds and included in the database covered a long period of time
(01.01.2007 — 31.12.2015). Therefore, for a clear picture, it was necessary to convert the RON data
base to EUR. To secure the accuracy of the results, we have used the exchange rate of the National
Bank of Romania on the day the payment was made by the recipient of funding to the
supplier/service provider/the selected builder.

From the data base released by the Ministry of European Funds, we selected the information about
the projects financed within SOP IEC Priority Axis III, during 2007-2013. We identified 1.966 such

projects. Their distribution between public and private beneficiaries is shown in the next table.

Table 1: Distribution (number) of projects financed by SOP IEC Priority Axis IIl between
public and private organizations

Type of organization Number of projects

Private organizations 1.734
Public institutions 190
N.A. (information unavailable) 42
Total 1.966

As we can see, more than 90% of the ICT investment projects were implemented by private entities.
Though it may look surprising, we should bear in mind that Priority Axis III had calls for projects
dedicated to the private entities; yet their budget was very small (e.g.: under 100 000 RON for
priority 3.1.1). There were also calls for projects for the public institutions; this time the eligible
value was much higher, most of them reaching approximately 1, 500 000 euro

Obviously, it was relevant to analyze the distribution of the projects between the public and the

private sectors based on the eligible value accepted by the funder at the end of the project. The result
is shown in the figure below.
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Eligible value payed (euro)
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Figure 1 : Distribution (in terms of the eligible values) of the projects funded by SOP IEC

Priority Axis Il between public and private organizations

As expected, as far as the eligible value is concerned, the distribution between the private and public

sectors is quite the opposite compared to the number of projects financed for each sector.

Almost all types of organizations registered in Romania were eligible for this priority axis. The
budgets of the eligible expenses covered by each type of organizations are shown in the next table.

Table 2 : Covering the budget spent within SOP IEC Priority Axis III according to the type
of the beneficiary organization

Type of organization

Number of

Eligible value

projects

reimbursed (euro)

Public central administration authority 30 215.986.400,41
Eélrtrlltizflissltlgt)irg;nated or coordinated by a public central 25 103.493.547.08
Administrative entity / county council 71 70.821.890,18
Small enterprise 624 43.956.967,55
Medium-sized enterprise 291 34.408.555,42
Micro enterprise 622 33.837.631,07
Public health entity 38 32.050.752,41
Research institute 1 17.307.264,91
Territorial administrative entity/ town hall/ local council 17 12.034.731,41
State University 7 6.438.478,86
Non-government, not- for- profit organization 159 5.260.996,16
N.A. 42 3.250.389,50
Private legal person of public interest 23 2.015.244,08
Large enterprise 4 306.320,82

4096




Vision 2020: Sustainable Economic Development and Application of Innovation Management

Type of organization

Number of Eligible value
projects reimbursed (euro)

Entlt.y subo.rd.lnate.d or coordinated by an authority of the local 1 199.753.26
public administration
Intercommunity development association 7 103.214,44
Custodian / administrator of a natural protected area 1 91.321,22
Nongovernment, non-profit entity of public utility, a legal person

.o ; 3 38.740,34
active in the regional development area
Total 1.966 581.602.199,12

The geographic distribution of the eligible values accepted by the funders for all the projects within
SOP IEC Priority Axis III is also relevant. However, a global analysis of the projects implemented by
both public and private beneficiaries would not be relevant, considering the huge discrepancy
between the eligible values of the projects implemented by the two categories of beneficiaries.

The geographic distribution is illustrated in the next figures.

The eligible value of the projects implemented by
private organisations (euro)

Iﬂlﬂt N.A—
Soutk - Wast 11% 0%
O ;I::iﬂ Bucharest - lIfaw
Sautk - East e
8%
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T

Morth - Wast Centre
19%

Nerth - East
TH

Figure 2 : Geographic distribution of the projects implemented by private organizations

The distribution of funds varies from region to region, with a major discrepancy between Bucharest-
Ilfov Region, with 30% of the total value and South West Oltenia Region with 3% of the total value.
The number of private companies active in the respective regions, as well as their dynamics, account
for such a discrepancy.

To analyze the geographical distribution of the projects implemented by public institutions, we
should bear in mind that we should not compare a programme implemented by a city hall to a
programme implemented by a ministry. Both in terms of impact and of complexity / costs, the two
types of projects are completely different.

The database released by the Ministry of European Funds includes a field referring to the type of
beneficiary. Using that field to filter the data would not lead to accurate results (there are validation
errors; for example, in the same category we can find both a Prefecture and the Labor Inspection
Office). That is why we have chosen to filter the data according to the beneficiary’s location,
eliminating those based in Bucharest. Thus we have excluded the local authorities in Bucharest,
which is a disadvantage. Yet it is not a major downsize considering that, anyway, the local authorities
in Bucharest, are — in most cases — completely different compared to those in the rest of the country.
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The geographical distribution of the projects implemented by public institutions all over the country,
Bucharest excluded, is shown in the next graph.

Eligible value of the projects implemented
by public institutions outside Bucharest
(euro)

West
South - West Olenia __goe
1% Ceantra

South - East 24%
175%

South Muntenia Moarth - East
17% 20%

Marth - West
13%

Figure 3 : Geographic distribution of the projects implemented by public institutions
outside Bucharest

Evaluating e-learning projects

Analysis of the international experience

"An e-learning platform is a web ecosystem used to disseminate information, communicate and
transfer knowledge in education and training processes" (Wilmar Audye Cidral, 2018)

As we have seen before, an ICT platform is an instrument (not an objective or a goal) to reach
indicators. From this point of view, in order to assess strictly the investment project in ICT (in our
case, the implementation of an e-learning platform), we should only measure to what extent the
investment has helped or failed to achieve the proposed objectives (i.e. the quality of the "tool")
separating this assessment from the quality of the supported processes or activities. The technical
analysis of the e-learning platform is a relevant activity but is of particular interest to the
technological field (Guseva, 2017)

In order to evaluate the project implementation of an e-learning platform, we should separate this
assessment from the quality of the educational process, the quality of course materials, teachers /
trainers, etc. However, such a separation is not possible. Clearly, the success of the e-learning
platform implementation is also indicated by the satisfaction of its users (teachers / instructors and
students / trained people). This satisfaction can only be evaluated accurately for the overall use of the
platform and not for its components.

Once again, theoretically, the incremental method is a more appropriate assessment tool (i.e.:
comparing the degree of satisfaction of the platform users with the satisfaction of users that have
undergone the same educational / training process, but do not have access to the platform) or the
benchmarking (comparison with the same education / training process carried out without using the
e-learning platform, possibly by a similar institution). Such methods, though theoretically relevant,
are actually impossible to apply because there are not two identical learning / education / training
processes we could compare. Without considering other perspectives and elements, this type of
processes is strongly influenced by participants. And the learners are different from one teaching
process to another, making the groups impossible to compare.

A comparative method (for example, using a "control group") can be used when we want to evaluate
a limited impact, a punctual or specific action of a defined target group (e.g. when analyzing the
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influence of adaptive e-learning components on the efficiency of children’s learning process in the
primary cycle - (S. Hubalovsky, 2018)

Similarly to other complex ICT systems such as e-governing or e-health, the situation described
above does not mean that there have been no credible, robust, scientific assessments of e-learning
platforms. There have been attempts to verify proposed theories and methods in given situations by
applying these assessment methods to one or more implementations (e.g. the analysis presented in
(Salem Alkhalaf, 2012).

One of the elements used to assess the development of an e-learning platform is the interactivity of
manuals available on the platform for the students. Although at first glance we might think that an
interactive manual is more effective than a static pdf, in some cases it seems that this is just a
student's perception, and, as far as test results are concerned, the situation is exactly the opposite
(Cathy Weng, 2018)

Analyzing the quality of the training process carried out through an e-learning platform is extremely
difficult. The research shows that there is no clearly defined and generally accepted methodology by
the academic environment regarding the qualitative assessment of an e-learning platform. Such an
assessment can be made from two points of view: technological and educational (Vlastimir Nikoli¢,
2018)

It seems, however, that it is almost universally accepted that the technological perspective is not
relevant. As far as the educational perspective is concerned, it needs to be addressed with specific
pedagogical tools, though they should be adapted to new ICT-specific tools. Such adaptation has not
yet been achieved, with several global approaches and various proposals made by the scientific
community.

A special category of e-learning platforms is the use of these tools in order to provide courses to
employees. The evaluation of such platforms differs from that of a university e-learning platform, for
example. The differences derive from the fact that the two categories of users (the employees and the
students) attach different importance to the various facilities of an e-learning platform. For the
employees, it is the flexibility (they have access to the courses at any time and do not have to leave
the workplace), repeatability and the smooth adjustment to changes that matter. (Nima Jafari
Navimipour, 2015). Therefore we could conclude that the defining elements of a "quality e-learning
platform" are specific to the field of activity / use

Analysis of the Main Projects Implemented In Romania

E-learning projects are a sub-category of ICT investment projects run by public institutions. Thus,
this type of projects retains all the characteristics of the "mother" class, i.e. ICT investment projects
carried out by public institutions while also including specific sub-class characteristics.

One of the main features of e-learning projects in Romania in recent years is the emphasis on the
amount of content available at the expense of the user’s interaction complexity with the e-learning
platform (e.g. interactive manuals). According to results of the analysis in the previous sub-chapter,
the degree of technological complexity of digital content is not always proportionate to the efficiency
and effectiveness of the knowledge transfer. However, the power and utility of complex system-user
interaction systems should not be played down.

Within the SOP IEC Priority Axis III there was a financing line (Operation 3.2.3 Supporting the
implementation of e-learning applications) dedicated to such projects. For private beneficiaries
(companies) there was a funding line where e-learning projects were also eligible, but that line was
common to other types of projects of interest to the private sector (e.g. e-commerce), therefore it is
impossible to separate projects by their type. On the other hand, analyzing the list of projects
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approved for funding, the title of the project shows that the number of private firms interested in
acquiring e-learning applications was extremely small, making their contribution and importance to
the entire market irrelevant.

For these reasons, the analysis of e-learning projects is limited to projects financed through SOP IEC
3.2.3.

The lack of interest and evaluation criteria for the complexity of the content of an e-learning platform
is also reflected in the result and outcome indicators established by the applicant's guide, which are
strictly quantitative indicators (such as the number of available courses or number of users) without
taking into account qualitative elements (such as the type of courses available, their degree of
complexity, the level of interaction between the platform and users, user satisfaction, etc.).

As with the general case of ICT investment projects carried out by public institutions, in case of e-
learning projects, a relevant analysis is that of the categories of expenditures covered by the project.

The situation is presented in the following table:

Table 3 : Eligible values for types of expenditures covered by the e-learning projects

Type of expenses

 Eligible

value (euro)

Percentage of the
total expenses

Expenses for the major investment — intangible assets 18.305.753 63,18%
Expenses for the major investment - facilities 5.992.824 20,68%
Expenses for specialized training 1.570.363 5,42%
SOP IEC project management related expenses 1.181.428 4,08%
Expense for the purchase of fixed assets 1.004.141 3,47%
Expenses for project consultancy and technical assistance 267.622 0,92%
Audit related expenses 264.101 0,91%
E:r[t)e(;ste;efgz r[l)erg;:eiztr ;,()Srlz)lll)lllil;il:ia;ril(;n, dissemination and advertising as 165.262 0.57%
Connection to Internet broadband expenses 124.231 0,43%
Er)igzgtses for LAN network needed for the implementation of the 64.026 0.22%
Eﬁgﬁgsgrsoiif:feﬁ g;c(:) Egzgiéasltlon, organization and developing of the 35.766 0.12%

We find that for these projects, the discrepancy between the expenditure for the acquisition of
intangible assets and the expenditure for the acquisition of tangible assets is even stronger than in the
general case of publicly funded ICT investment projects (63% / 21% for e-learning projects
compared to 50% / 31% for all projects carried out by public institutions).

This result is not surprising given that for e-learning projects, in addition to the projects carried out
by public institutions, additional modules / extra costs are expected to adapt the digital content to the

new platform.

The analysis of the available information reveals a surprising result in terms of the regional
distribution of e-learning projects implemented.
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Eligible value of the e-learning projects (euro)
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Figure 4 : Regional distribution of the e-learning projects

The very large share of projects implemented in the Bucharest - [lfov Region is no surprise, given
that Bucharest is the largest university center and it is supposed to be best informed and connected to
financing sources. Surprisingly, however, there is a total lack of funding in the Western Region (as
Timisoara is one of the largest university centers) as well as in the South Western Region of Oltenia
(where a large university center is located in Craiova).

Conclusions and Recommendations

The analysis of the international approaches of assessing the impact of ICT investment projects
clearly shows that this area is new and it is currently developing. Generally accepted ICT assessment
methods and mechanisms have not been identified yet, not even for parts of the ICT use (public
administration, health, e-learning, etc.)

One consequence is that there is no clear definition of what a successful project means and what a
failure means in this area. If extremes are clear (certainly a project that is not used at all represents a
failure while an information system that is used by all potential users in all components of the system
is undoubtedly a success), the scale of the success of a project is still a subjective theme, depending
on who makes the assessment, his/her interests and understanding.

However, there are some conclusions that are generally valid for all approaches and situations under
consideration. Here are some of the most important

- Using ICT is just a tool for achieving specific goals. Achieving an ICT infrastructure should
not be an objective in itself, but a resource the user needs to achieve certain goals (higher
efficiency, better access to knowledge he would have been unable to reach otherwise, etc.).
Consequently, the fact that at the end of the project implementation the ICT infrastructure is
functional and does not require interventions is compulsory, yet insufficient for a successful
project.

- In most cases, the need of running an ICT investment project does not necessarily come first
from the users or beneficiaries of that infrastructure. The need for technology can only arise
when we have understood how that technology works and how / under what conditions it
works. So "ICT demand" needs to be generated and developed by other stakeholders
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(experts, traders, observers, etc.) who must help potential users and technology users to
demand, support and use such IT systems.

- In most cases, the implementation of a major ICT investment project, as well as its
monitoring and evaluation, can be conducted only by multidisciplinary teams that, above all,
have the knowledge and skills required by area under scrutiny; the technical knowledge
regarding the technological functioning of the investment come second.

- The impact of implementing an ICT investment project is of major importance, affecting the
organization as a whole, as well as its interactions with external environment. Depending on
the purpose of the preparatory analysis or evaluation, as well as on the stakeholders, the area
under analysis or evaluation is only limited to certain aspects, while certain areas are not
analyzed or rated.

- The analysis as such, the analyzed area, the interpretation of the results depends - in most
cases - on the analyst, who is subjective. That is why, in most cases such impact analyses are
questionable and not unanimously accepted

An example proving the importance of understanding the limitations of an impact analysis is given
by the outcome of a e-learning research. Although at first glance we might think that, in some
circumstances, an interactive manual is more efficient than a static pdf, it seems that this is just a
perception of the student / user and that in terms of test results the situation is exactly the opposite. At
the same time, this surprising finding proves that investment in more sophisticated technologies is not
always justified, and sometimes even such choices could have adverse effects.
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ABSTRACT

Private and public organizations are receiving more and more attention from numerous
stakeholders for their social performance, which includes not only issues of how they treat their
workers and communities where their operations are located, but increasingly they are asked
about the social profile of their suppliers and how they treat their workers and communities in
which they operate. The response of businesses and public organizations to this attention is
diverse, ranging from developing internal policies and putting demands on suppliers, to
philanthropy projects, working directly with suppliers on aspects of labor practices or engaging
in activities ensuring human rights in supply chains. The problem, however, is that these efforts
are undertaken by very few large companies, while the majority of organizations still have not
started addressing social issues in their daily activities. The purpose of this study is to better
understand the drivers, barriers and benefits for including social aspects into Saudi company’s
practices. The study is based on a literature analysis and a collection and analysis of empirical
data, through questionnaires, from Saudi public and private organizations regarding the drivers,
barriers and benefits to incorporate social aspects into their activities and stimulate social
improvements in their organization and in supply chain. This study will contribute to the body of
knowledge in the area of CSR with particular interest on Saudi Arabia, as well as carry many
implications for the industry and policy- makers in the government.

KeyWOI’dS: social responsibility, drivers, barriers, benefits, Saudi Arabia

INTRODUCTION

The literature review provides different opinions about the drivers, barriers and benefits, in adopting
CSR practices. However, the majority of the research work has been conducted in the developed
countries. This study will contribute to the body of knowledge in the area of Corporate Social
Responsibility with particular interest on Saudi Arabia. Therefore, we believe that this empirical
work is worthwhile, and shall shed the light on this area. The present study is significant at this time,
because, of the opening of Saudi markets to foreign investments coupled with problems of the low oil
price and its effects, and the 2030 Vision. One of the visons, related with corporate responsibility is
that the Saudi Government aspire to have businesses not be geared solely towards generating profits
but can contribute to developing of the society and country. They expect that companies observe their
social responsibilities and contribute to creating a sustainable economy, including by creating the
stimulating opportunities for young men and women that can help them build their professional
careers. The businesses that follow through on this commitment to participate in the country and to
address national challenges will be supported.
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Therefore, exploring the drivers, barriers and benefits, in adopting CSR practices, shall facilitate the
endeavours’ towards deploying the implementation of the CSR practices. This research will draw
useful lessons to practitioners from the industry and the government seeking to adopt CSR practices
in their companies.

The research problem lies within corporate governance and social responsibilities companies
undertake in an emerging economy. The concept of corporate social responsibility (CSR) is a blurry
one with different interpretations, unclear boundaries and debatable legitimacy (Dahlsrud, 2008).
Many scholars suggest various interpretations including company’s engagement in social initiatives
so that they can create long-term benefits for both the community and the company and positively
impact their current and prospective stakeholders (Burke and Logsdon, 1996, Weber, 2008, Yin,
2017). Other scholar’s advocate embedding social and environmental initiatives as part of company’s
strategy to ensure achievement of sustainability (Campbell, 2007). Finally, company’s policy
formulation needs to be strategically addressed and cross-examined if firms are to realize the benefits
both to the company and to the wider society. Management of CSR activities and projects has thus
become more challenging and been recognized as a fairly complex issue. This may have prompted
some scholars to propose that CSR management issues should be indispensable to business strategy.

Given this background and add to the growing body of knowledge on social responsibility status in
developing countries, this study aims to establish what CSR management entails in a developing
country like Saudi Arabia. The aim of the project is to provide an illustrative picture of how large
corporations in an emerging country such as Saudi Arabia engage in CSR practices, and discuss the
drivers, challenges and benefits underlying these practices and levels of engagement. For the
purposes of this research, the practice of CSR management is conceptualized from a combination of
general management theories, especially motivation theories, behaviorist theories and stakeholder
theory.

The objective of this study is to understand the drivers of Saudi companies of CSR, to evaluate
the barriers faced in adopting the CSR practices, and identify the benefits.

Hence, the aims of the study are as follows:

*  To evaluate the drivers of the Saudi organizations for adopting CSR practices differentiating
them by company size and sector.

e To evaluate the barriers expressed or perceived by Saudi organizations which have adopted
CSR practices

*  To study whether or not the organizations obtained the expected benefits.

This study will aim to answer to the following questions:

1 - What motivates or drives organizations to implement CSR practices?

2 - Are there differences between private and public organizations drivers and barriers?
3 - What are the barriers to CSR practices in Saudi Companies?

4 - What is the perception of the benefits of the CSR practices by Saudi companies?

LITERATURE REVIEW

CSR, in general, means the incorporation of issues such as human rights, environmental protection,
labor rights, fighting corruption, and consumer protection and (Nijhof et al., 2005). These definitions
put different degrees of emphasis on these points. For example, one renowned definition of CSR is
“the continuing commitment by the business to behave ethically and contribute to economic
development while improving the quality of life of the workplace and their families as well as the
local community and the society at large” (World Business Council for Sustainable Development,
2005). Campbell (2007) noted that corporations act in a socially responsible manner when they do
two key activities: First, they do not knowingly do anything that could harm their key stakeholders,
such as their employees, investors, suppliers, customers, or the local community where they operate.
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Second, if any harm occurs, they strive to rectify it whenever the harm is discovered and brought to
their attention. Dahlsrud (2008) analyzed definitions of CSR reported in the literature and found that
five dimensions are common in these definitions— environmental, economic, social, stakeholder, and
voluntariness.

Some publications have focused on the business case for CSR. For instance, Berman et al. (1999)
offered two perspectives on the motivation for implementing CSR — the instrumental and the
normative approach. The instrumental approach to CSR suggests that the concern for stakeholders is
motivated by a perception that the company’s financial performance can be improved through CSR.
The normative perspective, on the other hand, suggests that organizations have a moral obligation to
consider their stakeholder interests. The motivation for the implementation of CSR has been the
subject of several studies (Zu and Song, 2009; Jamali, 2008), and Arvidsson, 2010)

However, there is a real scarcity of studies catried out in “Global South” countries. The concept of a
north-south divide is well established in the CSR literature as CSR has been developed mainly in the
“north” (i.e., developed countries) and has been slow to be adopted by the “south” (i.e., developing
countries) (Gugler and Shi, 2009). The most of the studies on CSR have been carried out in the
“north” (Blowfield and Frynas, 2005, Goyal et al., 2013). However, there is a scarcity of studies
exploring the drivers for CSR implementation in the “south.” Research on the drivers of CSR is
particularly lacking in Middle Eastern countries (Al-Abdin et al., 2018). Hence, this research sets out
to explore the dynamics in CSR implementation.

There is significant evidence that CSR practices yield financial pay-offs and competitive advantage
through differentiation from competitors (Burke and Logsdon, 1996) (cf. Makni et al. (2009). Meta-
studies by Orlitzky et al. (2003) and Margolis and Walsh (2003) further confirm that there is a
positive relationship between CSR implementation and firm’s financial performance. This makes a
stronger business case for CSR and strengthened the notion that CSR practices are essential for
successful business performance. For more details of the business case for CSR see Salzmann et al.
(2005) and Weber (2008).

However, the implementation of CSR is not straightforward as it requires deep changes in
organizational structures, routines, people behaviors’. Further organizational cultural values may
either support or inhibit the adoption of CSR. Yin (2017) found that internal organizational factors,
including ethical corporate culture, executives’ commitment, and external factors, such as
globalization challenges, political factors, and normative social pressures, all affect the extent to
which firms act in socially responsible ways. Further, research has shown that CSR drivers operate at
the firm, industry, country, and national business systems levels (Orlitzky et al., 2017). Further, CSR
is a contextualized concept, shaped by socio-political drivers, and contributes by bridging macro-
level, socio-political facets of CSR with its meso-level, organizational implications (Maon et al.,
2017). Indeed, contextual factors play a critical role in shaping the dynamics of CSR implementation
(Al-Abdin et al., 2018). For example, in an organizational culture that values competitive,
environment managers may tend to spend time and resources on the activities and processes that are
linked to competitive advantage. Thus, it is imperative to explore the factors that motivate firms to
implement CSR and barriers managers face in implementing CSR.

THEORETICAL FRAMEWORK

Organizations play a critical role in the overall health and functioning of society. Corporate social
responsibility (CSR) is based on the premise that organizations need to behave in a socially
responsible manner. Numerous high-profile corporate scandals, including Ahold, Enron, WorldCom,
Goldman Sachs and Parmalat (Campbell, 2007, Huff et al., 2009, Solomon, 2010) illustrate the
necessity for CSR.

The literature on CSR has burgeoned during the last decade (Godfrey et al., 2009). CSR is widely

viewed as an approach which has the potential to make corporate practices more transparent and
socially responsible. Notwithstanding an increased emphasis on the need for CSR, incidents of
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unethical corporate behavior continue to emerge. To this end, this paper seeks the drivers of CSR
implementation in Saudi Arabia? More specifically what motivates firms to implement CSR and what
obstacles are facing in the implementation of CSR. The theoretical framework for CSR
implementation is shows as follows:

Drivers of CSR

implementation

CSR CSR

. . . ) CSR Outcomes
implementation A implementation

Barriers in CSR
implementation

Fig. 1 : The theoretical framework for CSR implementation

METHODS

This research is based on both primary and secondary data. The study is both descriptive and
empirical in nature. The primary data is collected through the structured questionnaire consists of
independent demographic variables and statements pertaining to corporate social responsibility in
manufacturing and service companies. All the statements of corporate social responsibility are
structured with Likert's five-point scale, which ranges from most important to not important.

The population of this study consists of private and public companies in Riyadh. The list of
companies from different sectors will be selected randomly from a list of companies provide by the
Riyadh Chamber of Commerce and Industry (RCCI). Since RCCI belongs to the government sector,
it is considered one of the most trusted organizations to refer to.

To achieve the objective of this research, a survey based on a questionnaire designed to obtain
evidence about the drivers, barriers and benefits of implementing CSR practices (cf. Annex 1). The
instrument was derived from the literature review and was adjusted to add more clarity to the
questions. The instrument contains both closed and open-ended questions. For the quantitative
questions use a five-point Likert scale ranged from: (1) most important, to (5) not important.

The questionnaire contains two different sections and 13 (thirteen) questions. The first section will
provide general information of the organization, such as, the business sector that it belonged to, the
number of employees, gender, age, and job title of the person that reply to the survey and if the
company is certified. This information concerning characteristics of the organization is required
because a classification of the organizations by business sector and by size is needed in order to
establish relationships with data about the implementation experience. Based on the responses to the
first question, where the organizations will indicate their business sector, a categorization of the main
sectors that the companies surveyed belonged to will be done. The second classification by size will
be based on the answers to the question whether the company is a SME or a large enterprise, and
also, considering the number of employees. The second section will focus on drivers, barriers, and
benefits. This part intends to investigate the key drivers, and barriers that motivate the organizations
to implement CSR practices. Different options will be given to the respondents, to select the
appropriate ones and rank them. The objective of this part is to study the main drivers, and difficulties
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that appear in the adoption of CSR practices, determining which drivers, and barriers are more
restrictive, the internal or the external ones. The final question is based on the benefits that the
organizations will obtain from their CSR practices in order to study if their expectations have been
realized, and if they thought implementation was justified.

In the first stage the questionnaire will be validated by carrying out a pre-test in six companies of
different activity sectors. The main goal of this first stage is to identify possible difficulties with the
interpretation of the questionnaire and to eliminate or reformulate questions that were unanswerable.
The questionnaire will be sent via e-mail or deliver personally in hand, explaining and justifying its
main objectives. Based on the results of this pre-test, some questions can be remove and others
rewritten, according companies’ suggestions that will participate in the pre-test.

After format and wording revisions, surveys will be sent by e-mail and/or in person, to top and
middle managers who are in charge of corporate social practices to a representative sample of private
and public Saudi companies from different sectors located in Riyadh, along with a cover letter
describing the objectives of the research and instructions on how to fill out the survey.

Once the information collect the next step consist of the analysis and interpretation of data. An excel
file will be created with the data, and then exported to SPSS (Statistical Package for Social Sciences),
which is powerful software to support statistics.

CONCLUSIONS
In progress
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Abstract

The inflow of foreign direct investment is associated with several positive effects resulting in the growth
of gross domestic product of host country. As the investments flow into the host country and more people
occupy new jobs, the unemployment rate is decreasing. For this reason, many government is willing to
subsidize or provide investment incentives for foreign investors. The paper deals with the relationship
between the inflow of foreign direct investment and unemployment in the Slovak Republic for period
1995 — 2016. The goal of the paper is to study the length of the relationship between the investments flow
into the Slovakia and the unemployment by the use of the vector autocorrelation regression and related
impulse response functions. Results show that the impulse goes from the unemployment to the FDI
inflow and the change in the unemployment rate has the impact on the inflow of foreign direct investment
to the Slovak Republic. However, the length of this effect is very short.

Keywords: foreign direct investment, unemployment, impulse response function.

Introduction

The inflow of foreign direct investment (FDI) to the Slovak Republic has a significant role for the Slovak
economy. Slovakia started to receive considerable amount of FDI at the beginning of the new
millennium. Until this time, the FDI inflow was relatively low, while the most investors allocated
investments in neighbouring countries as Poland, Hungary and Czech Republic. The change in the inflow
relates to the turn in the foreign policy of the new elected Slovak government in 1998. Government has
taken new measures and Slovakia has reformed tax system, pension system, public administration and has
decided to privatize state owned companies and financial institutions as banks and insurance companies.
After the legal effect of measures, FDI started to flow into the Slovakia almost immediately. At the same
time, the unemployment rate in the Slovak Republic began to descant and has continuously decreased
until the arising of global financial crisis and its negative effect on the unemployment. The recovery
period after the financial crisis has not brought FDI inflow in the amount as in pre-crisis period. However,
the unemployment rate has fallen rapidly. The reason of decline was measures taken by the government
for the active policy on the labour market. Also, many investors has launched the production in assembly
halls or enlarge the existing capacities. Presently, the unemployment rate in the Slovak Republic is
considered to be at the level of the natural rate of unemployment. Moreover, the demand for workers on
the labour market is so high that companies have to employ workers coming from abroad.

The goal of the paper is to study the relationship between the FDI inflow and the unemployment rate in

the Slovak Republic. Also, the length of the effect of the FDI inflow to the unemployment rate is
examined. Finally, paper proposes policy recommendations based on the results of econometric analysis.

Literature Review

The literature on the relationship between the FDI inflow, respectively FDI stock is extensive. As the
investments create new jobs and thus decrease the unemployment rate in the host countries, which is
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considered to be one of the positive effects of the FDI inflow, economists are curious to find evidence of
this relationship and examine the strength of this relation and length of positive effect of the FDI inflow
to the reducing in unemployment.

Started with the literature review, the EU countries were in the interest of Strat, Davidescu and Paul
(Strat, V.A., Davidescu, A., and Paul, A.M.; 2015). They have analysed the relationship between
unemployment and the FDI inflow on the sample of 13 European Union “new-members” for period from
1991 until 2013. Authors have used the VAR model and the Granger Causality. The results show that
there is a causality relation running from the inflow of foreign direct investments towards the
unemployment for four of thirteen studied countries (Strat, V.A., Davidescu, A., and Paul, A.M.; 2015).
In three countries, the causality is opposite, running from unemployment towards the FDI inflow. This is
also the case of the Slovak Republic. It means that foreign investors seek for locations or countries with
the available workforce. The available workforce will further enhance and encourage the FDI inflow and
subsequently cause the decrease in unemployment rate.

The region of West Balkan was in interest of Grahovac and Softi¢ (Grahovac, D., Softi¢, S.; 2017). They
have analysed the FDI inflow and the unemployment development in Western Balkan for period of 2000-
2014. In this region is a small number of successful privatized enterprises, especially large enterprises of
strategic significance, which have large number of employees (Grahovac, D., Softi¢, S.; 2017). With
regard to the relationship between the unemployment and the FDI inflow, only Croatia shows the positive
impact of the FDI on the unemployment rate. The feature of other countries is inadequacy of the FDI
structure when comparing to the structure of the workforce. As a result, countries of Western Balkan have
to face the high unemployment.

Continuing with the analysis of the group of countries, Mucuk and Demirsel (Mucuk, M., Demirsel,
M.T.; 2013) have used the panel data analysis of the FDI and the unemployment relation for 7 developing
countries. The time series consist of data for period 1981-2009. They have found that causality goes from
the FDI to unemployment and FDI and unemployment move together in the long run. However,
significantly, the FDI increases unemployment in two studied countries (Turkey and Argentina) and
reduces unemployment only in Thailand.

The following papers focus on the study of the relationship between the FDI inflow and the
unemployment in particular countries, not in a group of countries as previous papers.

Balcerzak and Zurek (Balcerzak, A.P., Zurek, M.; 2011) have used the VAR method to examine the
relationship between the unemployment and the FDI in Poland. The study period is 1995-2009 with the
use of quarterly data. They have found that the impulse in the form of foreign investment leads to the
decreasing in the unemployment. However, this positive effect on the labour market is relatively short.
For that reason, government has to take measures to prolong the duration of the FDI effect on
unemployment by forming good conditions for improving quality of labour force (Balcerzak, A.P., Zurek,
M.; 2011). For that reason, the priority of government should be the supporting of the high tech
investment with the need of skilled and educated labour.

Irpan at all. (Irpan at all.; 2016) has studied the long run relationship between FDI and unemployment in
Malaysia. Authors have used the ARDL model with the incorporating of other variables to the model.
These variables are the GDP and the exchange rate. The time series use in analysis consist of data since
1982 until 2009. Authors have found that the FDI, the number of foreign workers and the GDP
significantly influence the unemployment rate in Malaysia (Irpan at all.; 2016).

The study by Stamatiou and Dritsakis (Stamatiou, P., Dritsakis, N.; 2014) has focus on the Greece

economy. Authors have used the time series analysis for period 1970 to 2012. The ARDL approach was
used in analysis. They have tested relationship between unemployment rate, foreign direct investment and
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economic growth. Results show the causality goes from the economic development (unemployment rate
and economic growth) to foreign direct investment. It means, the FDI inflow reacts on the change of the
macroeconomic parameters of the Greece economy or in other words, the FDI inflow depends on its
performance.

Another paper dedicated to the single economy deals with the reducing unemployment in Pakistan. Paper
by Zeb, Qiang and Sharif (Zeb, N., Qiang, F., Sharif M.S.; 2014) analyses the impact of the foreign direct
investment on the unemployment. The multiple regression analysis was used with some other explanatory
variables such as corruption, population and inflation. The time period covers years since 1995 until
2011. Results indicate that foreign direct investment in Pakistan has a significant role in the
unemployment reduction.

A method of correlation and regression was used in analysis of Palat (Paldt, M.; 2011) for the Japan. He
has studied the relationship between the FDI inflow and the unemployment in period 1983 — 2009. The
existence of correlation between these variables has been found.

The last paper by Simionescu, M. and Simionescu, M-D. (Simionescu, M., Simionescu, M-D.; 2017)
deals with the US economy. Authors have used the vector error correction model to check the long run
and short run relationship between the FDI inflow and the absolute variation of the unemployment rate.
The quarterly data covered the period from 2000 to 2016. The findings show that only long run changes
in the unemployment influences the FDI inflow. It means that the relationship goes from the
unemployment to the FDI inflow and unemployment is important determinant of the FDI inflow to the
USA.

Methodology and Data

The feature of the real economy is that each macroeconomic variable depends on all other variables. The
time series of the FDI inflow and the unemployment rate are evidently interrelated, however, it is not
obvious if the relation comes from the FDI inflow to the unemployment or in opposite way. The increase
in the FDI inflow often brings new jobs and unemployment rate is decreasing. Otherwise, decreasing
unemployment rate is associated with the economic growth and the stability of the particular economy.
As a result, foreign investors consider country as a potential place for allocation of their investments and
the FDI inflow might raise. To solve the problem of interdependencies among different variables, the
vector autoregression (VAR) is used. To understand the relations between the FDI inflow and the
unemployment rate, Granger causality and impulse response analysis is also used. For the order of the
VAR model, the Schwarz criterion was used. The specification of the VAR model, which will be used is
as follows:

k k
Y= a+ Zﬁjyt—j + Zvjxt—j + & (1]
j=1 j=1

where yt is vector of n endogenous variables in time t,  is the matrix of coefficients that will be
estimated for endogenous variables, xt is vector of m exogenous variables in time t, y is the matrix of
coefficients that will be estimated for exogenous variables, a is constant, and € is the error term.

The analysis of the relationship between the FDI inflow to the Slovak Republic and the unemployment
rate covers the period since 1995 until 2016. The previous data is not available as the Slovak Republic
was established only in 1993 by splitting the former country of the Czechoslovakia. Despite that, data
include all phases of the development of the Slovak economy, as the period of transformation process
from the central planned economy to the market economy, membership in the EU and the membership in
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the Eurozone with the use of the common European currency, pre-crisis period of expansion, crisis and
post-crisis period with the recovery of the national economy.

In the studied period, the unemployment rate in the Slovak Republic varied between 9,6% in the year

2008 and 19,2% in 2001. However, the unemployment rate in the Slovakia is continuously decreasing,
nowadays attacking 6%.

20

(M2}

unemployment rate, in %

Fig. 1: Development of the unemployment rate in the Slovak Republic

As seen on the Chart 2, the FDI inflow to the Slovak Republic was very turbulent with the peak in year
2002 and the second highest value in 2006. In both years, privatization process was taking part and state
owned companies were privatized. On the other side, very low inflow was achieved before the year 2000.
A feature of this period is the economic and political instability of the Slovak Republic, what has
discouraged potential investors to allocate investment in the Slovakia. During the recovery period after
the financial crisis, the level of the FDI inflow has not achieved volumes of the FDI flowing to the
Slovakia before the crisis. Moreover, the disinvestment became common for the Slovak economy. To
compare the development of the FDI inflow and the unemployment rate in last years, although was the
FDI inflow very low, even negative (disinvestment), unemployment was continuously decreasing. The
explanation of this fact might be in the time lag of the FDI effects. The FDI inflow to the country does
not mean that new jobs are created immediately. Many of jobs are created later, when the company start
to product in full capacity.
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Fig. 2: Development of the FDI inflow to the Slovak Republic

To improve the VAR model and its explanatory properties, some other variables were taken into account
and added to the VAR model. We have add the gross domestic product (GDP) to the endogenous
variables. The assumption is that there is interdependency not only among the FDI inflow and the
unemployment, but also among the FDI inflow and the GDP and among the unemployment rate and the
GDP. The GDP represents the performance of the economy and its changes relates to the business cycle.
Also, the level of the GDP is associated with the stability of the country’s economy. Similarly as in
relation of the FDI inflow and the unemployment, it is not clear if the causality goes from the GDP to the
unemployment or from the GDP to the FDI inflow and vice versa in both cases. Other variables added to
the model are exogenous. These are final consumption representing domestic demand, average monthly
salary influencing the unemployment on the one side as well as the cost of production for foreign
investors, and export and import. The last two variables relates to the openness of the economy and at the
same time, the import intensity and the opportunity to export produced goods in host economy is
important factor for potential investors as well as important factor for job creation. The list of used
variables is given in the Table 1.

Table 1: Variables in VAR analysis

Variable Description Type of Unit Source
variable
FDI, Inflow of foreign direct Endogenous mil. USD in 2005 | UNCTADstat
investment to the Slovakia constant prices *
UR, Unemployment rate Endogenous % Statistical Office of the
Slovak Republic
GDP;, Gross domestic product Endogenous mil. USD in 2005 | UNCTADstat
constant prices *
C, Final consumption Exogenous mil. USD in 2005 | UNCTADstat
(domestic demand) constant prices *
S Average monthly salary Exogenous in Euro, 2005 Statistical Office of the
constant prices * Slovak Republic
EX; Total export Exogenous mil. USD in 2005 | UNCTADstat
constant prices *
IM; Total import Exogenous mil. USD in 2005 | UNCTADstat
constant prices *

* adjusted by author by the use of inflation index with the constant prices of 2005
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Results

To start with the analysis, the first step is to provide that time series used in the VAR model are
stationary. To check, for the stationarity, augmented Dickey—Fuller test (ADF) test was done. The result
of the ADF tests given in Table 2 shows that the FDI inflow, GDP, final consumption, average monthly
salary, import and export are stationary at the first difference when the intercept is included in the
equation. Unemployment rate is stationary at first difference when none (intercept or intercept and trend)
is included. Due to these results, the first difference data for all variables were used in estimation of the
VAR model.

Table 2: Results of the ADF test

Variable T-statistics Probability Critical value Include in equation
d_FDI -7.336516 0.0000 -3.808546 * intercept

d_UR -2.517702 0.0148 -1.959071 ** none

d_GDP -3.202143 0.0350 -3.020686 ** intercept

d C -2.895454 0.0636 -2.650413 *** intercept

dS -2.862851 0.0676 -2.650413 % intercept

d_EX -3.871631 0.0087 -3.808546 * intercept

d_IM -4.078796 0.0056 -3.808546 * intercept

* critical value at 1% level
** critical value at 5% level
*#%* critical value at 10% level

Before the estimation of the VAR model, the Granger causality was tested. The values of F-Statistics and
Probability of the null hypothesis are given in the Table 3. In all cases, the null hypothesis is that the
change in the FDI inflow does not (Granger) cause the change in the unemployment rate and vice versa,
the change in the FDI inflow does not (Granger) cause the change in the GDP and vice versa, and the
change in the GDP does not (Granger) cause the change in the unemployment rate and vice versa. The lag
of second order was established by the use of Schwarz criterion and is used also in specification of VAR
model for endogenous variables. In the case of exogenous variables, the lag was not established. Results
suggest that the change in the unemployment rate has the impact on the FDI inflow. Similarly, the change
in the GDP has impact on the FDI inflow. On the basis of these results, we might conclude that the
macroeconomic variables of the host country (GDP and unemployment rate) influences the FDI inflow to
the country. From the investors’ perspectives, the positive development of the host country’ economy
induces the FDI flowing into the country.

Table 3: Granger causality, P-values of the F statistics

Direction of the causality Number of lags F values Probability Decision
d_UR — d_FDI 2 3.66537 0.0525 reject
d_FDI — d_UR 2 1.17053 0.3388 do not reject
d_FDI — d_GDP 2 0.38975 0.6844 do not reject
d_GDP — d_FDI 2 2.99231 0.0828 reject
d_GDP — d_UR 2 0.46336 0.6385 do not reject
d_UR — d_GDP 2 1.78404 0.2041 do not reject

The VAR model to be estimated has three equations with the lag order of two for endogenous variables
and without lag for the exogenous variables. The three equations makes the VAR estimation - equation 1:
d_FDI; equation 2: d_UR; and equation 3: d_GDP. In other words, the equation of the FDI inflow,
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equation for the unemployment rate and the last equation for the GDP. Estimated model is presented in
Table 4, Table 5 and Table 6.

Table 4: Results for the equation 1: d_FDI

Variable Parameter Standard error T-statistics
Constant -95.06608 865.275 -0.10987
d_FDI (-1) -0.681666 0.49384 -1.38033
d_FDI (-2) -0.097224 0.37193 -0.26140
d_UR (-1) -22.09814 633.392 -0.03489
d_UR (-2) 507.9692 707.191 0.71829
d_GDP (-1) -0.017544 0.12537 -0.13994
d_GDP (-2) -0.045555 0.13768 -0.33087
d_CONS -0.025132 0.28703 -0.08756
d_SAL 4.436263 56.8294 0.07806
d_EX -0.059392 0.55893 -0.10626
d_IM 0.125226 0.56456 0.22181

Table 5: Results for the equation 1: d_UR

Variable Parameter Standard error T-statistics
Constant 0.286078 0.42624 0.67117
d_FDI (-1) -4.83E-05 0.00024 -0.19860
d_FDI (-2) 0.000229 0.00018 1.25221
d_UR (-1) 0.731516 0.31201 2.34451
d_UR (-2) -0.407433 0.34837 -1.16956
d_GDP (-1) 3.93E-05 6.2E-05 0.63557
d_GDP (-2) 1.00E-06 6.8E-05 0.01478
d_CONS -1.04E-05 0.00014 -0.07330
d_SAL -0.026004 0.02799 -0.92890
d_EX 0.000310 0.00028 1.12530
d_IM -0.000412 0.00028 -1.48253

Table 6: Results for the equation 1: d_GDP

Variable Parameter Standard error T-statistics
Constant -442.2628 260.950 -1.69482
d_FDI (-1) 0.223168 0.14893 1.49844
d_FDI (-2) 0.143897 0.11217 1.28288
d_UR (-1) 190.4024 191.019 0.99677
d_UR (-2) -559.8879 213.275 -2.62519
d_GDP (-1) 0.018584 0.03781 0.49154
d_GDP (-2) -0.108913 0.04152 -2.62302
d_CONS 0.856928 0.08656 9.89941
d_SAL 38.15132 17.1386 2.22604
d_EX 0.375547 0.16856 2.22795
d_IM 0.008254 0.17026 0.04848
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Continue with the analysis, the impulse response functions of the endogenous variables d_FDI, d_UR and
d_GDP based on the VAR estimation are pictured on the Chart 3. To consider the results of the Granger
causality, when only two null hypotheses were rejected, the interest is in the two impulse response charts.
The impulse in the change of the unemployment rate has the impact on the change in the FDI inflow. The
chart shows that the response of d_FDI to d_UR is lagged and the effect is very short, lasting only for two
years. This result is not surprising, as investors perceive the unemployment development and the change
in the unemployment rate two years ago will not assure the favourable economic environment for the
current or following years. Second impulse response function, we are interested in, is the impulse of the
GDP change and response in the change of the FDI inflow. However, the chart shows that there is almost
no response of the change of the FDI inflow. In the case of the Slovak Republic, such result is
supposable. Slovakia is very open small economy. The ratio of total export and import to the GDP is
about 180. For that reason, corporations allocating investment in the Slovak Republic are mostly
efficiency seeking investments using relatively cheap labour and other cost of production, and market
seeking investment to find the new demand. However, as pro-export oriented economy, demand for the
production is mostly in neighbouring countries or countries with relatively short distance for transport of
production such as Germany. For these reasons, investors’ decision making process is often not based on
the level of the development or growth of the Slovak economy, but on the volume of demand in
countries, where export goes.

Response of D_FDI to D_FDI Response of D_FDI to D_UR Response of D_FDI to D_GDP
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Fig. 3: Impulse response functions of endogenous variables

Conclusion

Since the economic reforms in the Slovak Republic in 1998, the FDI started to flow into the country.
Greenfield investments and the privatization of the state owned companies are the main two form of the
FDI in the Slovakia. Along with the FDI inflow, Slovakia has achieved high rates of economic growth
and decreasing unemployment rate since the beginning of new millennium. The global financial crisis in
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2008 has restrict this positive development and Slovakia has achieved negative growth, increasing
unemployment and the disinvestment. The recovery period has not brought the volume of the FDI inflow
to the pre-crisis period and the GDP growth was very modest as well. On the other side, unemployment
has decreased rapidly. This fall was caused by the successful active labour market policy. The FDI
inflow, the unemployment rate and the GDP are interrelated variables, which affects one other. To
examine the causality between the variables, the VAR model, along with its tools as Granger causality
and impulse response function were established. Results show that the change in the unemployment rate
and the change in the GDP has the impact on the FDI inflow. Thus, the (Granger) causality goes from the
unemployment and the GDP to the FDI inflow. This result represent the fact that the GDP and the
unemployment rate, respectively their development in the Slovak Republic influence the process of
decision making of potential foreign investors to allocate investment in the Slovak Republic. The impulse
response functions of the founded causalities show the very short response in the change of the FDI
inflow to the impulse in the change of the unemployment rate and almost no response in the change of the
FDI inflow caused by the change in the GDP. This result implies that the potential foreign investors are
not interested in the volume respectively level of the Slovak output and its development. Most of
investors coming to Slovakia are efficiency seeking investments using relatively cheap labour and other
cost of production, or market seeking investment to find the new demand in neighbouring countries,
where the production is exported.

To conclude with the policy implications, Slovak government has to assign the favourable development
of the unemployment and the continuous economic growth. By accomplishing these preconditions, the
FDI inflow to the Slovak Republic might increase and country would take advantage of the positive
effects coming from the FDI inflow.
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Abstract

Tourists represent the decisive factor contributing to the development of tourist areas, as is the case with
Romania. Also, economic agents are filling their preferences, so a possible deviation from this pattern
may lead to the disappearance of accommodation, which is why it is very important that the
representatives of the accommodation establishments know the preferences and customs of the tourists in
order to fold better on what they are looking for.

In this paper, we analyzed the main motivations of tourists when deciding to go on holiday.

The questionnaire was applied to a sample of 1010 tourists. It focused on issues such as how to get used
to vacation, the budget allocated for a holiday, and how often holidaymakers go on holiday. As a method
of research we used the method of the questionnaire and the results obtained were processed by: the
association test (Chi-Square), Critical Value, Pearson's C value and Cramer's value V.

Regarding the holiday destination, most tourists say they choose to spend their holiday in the coastline at
a rate of 44%, while 25% of the respondents choose to go to the mountains and 18% of the interviewees
choose to spend their holidays outside the country. Those who choose to spend their holidays in the
Danube Delta represent 14% of all interviewed.

Keywords: tourist flow, probability, questionnaire, association test (Chi-square), respondents, tourist
destination

Introduction

In the book by Hontus, Adelaida (2009), the following is mentioned: in the specific conditions of the
tourism activity, apart from the characteristic aspects of the spatial dispersion of the tourist flows, there is
also frequent unequal distribution of the demand for services, which in different areas of touristic interest
equates to a pronounced concentration of the arrival of visitors during certain periods of a calendar year
and respectively the diminution - or sometimes even the cessation - of arrivals of tourists in other periods.
These seasonal variations, with economic and organizational implications in the tourism activity, are also
characteristic for our country. (Hontus, Adelaida, 2009).

Seasonal variations are one of the main features of modern tourism; tourist activity is essentially
distinguished from other economic activities by the very close correlation between the volume of supply
and the demand for tourism during a calendar year. (Minciu, R., 2004). The more or less constant
frequency of seasonal variations causes more specific changes in the economy of tourism than in other
economic sectors, the increased seasonality influencing the increase in the cost of services and the
diminishing of profitability, in many cases leading to uneven development of different areas of interest
tourism. (Minciu R., 2007).
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In a research study by Secdreanu, C., Firoiu D, (2011), they said that: Seasonal variations have long been
considered as a special category of conjunctural fluctuations. It is necessary to distinguish between these
two factors, which cause alternative changes in the volume and intensity of tourism demand, because the
rhythmic changes and free changes, in fact, have a very different character. (Secareanu, C., Firoiu D,
2011)

In the book by Cretu R. C. (2013), he said: factors favoring tourist traffic are the increase in the world
population and the average life span, the increase in the gross national product, the increase in the degree
of urbanization due to the rapid economic development, which has the consequence of intensifying tourist
travels, which have become a vital necessity for the inhabitants of the big cities, leisure and paid holidays
that influence the development of tourism, as well as the rapid growth of all means of transport with
implications for increasing the mobility of the population and opening up new markets for tourism. (Cretu
Romeo Citalin, 2013).

Seasonal variations in tourist demand are recorded in all countries - tourist destinations, and these
oscillations show an increasing trend in both volume and intensity. Seasonal concentration in tourism is a
constant phenomenon of the tourist movement, generated by the nature and nature of the discontinuous
flows of tourism demand. (Birsan, M., Susu, St., 2013).

In the research conducted by Baldcescu Aniela, Zaharia Marian (2012), they mentioned that:
Accommodation capacity in operation, an essential element in the development process of
accommodation, is an indicator with profound implications in determining the efficiency of tourism.
(Balacescu Aniela, Zaharia Marian, 2012).

The forecasts for tourism development in our country are based both on the evolution of domestic and
international factors, not least of which are the investment policy. (Neacsu, N., Baltaretu, A., 2005). It is
also envisaged that the most important markets for the future development of international tourist traffic
to our country will be: Germany, Great Britain, Holland, France, Italy, Scandinavian countries, United
States of America, Czech Republic, Slovakia, Hungary, Poland , Yugoslavia and the former Soviet states.
It is also expected that countries that can become important tourists for our country will be Austria,
Switzerland, Israel, the Middle East, Japan, Australia, Canada, China.

The share of tourism in Gross Domestic Product (GDP) has increased from 1.5% in 2016 to around 2.6%
in 2017, and for this year other major increases are projected, based on measures applied in 2017. O the
big achievement of 2017 is the granting of holiday vouchers, worth 1,450 lei, for the employees in the
budgetary sector. This program was adopted on 30.06.2017. The normative act stipulates the obligation to
grant holiday vouchers to the employees in the budgetary system, a measure taken by the Government
Program 2017-2020. The calculations underlying this measure were for the whole HORECA sector, so it
was assumed that about 1.5 million public sector employees would be able to use these vouchers only to
buy holidays in Romania, and the extra costs will remain in the HORECA sector, through specific
expenses

Another achievement of the past year is the implementation of the Master Plan for Tourism, starting from
the inventory and evaluation of uncompleted investments from European and governmental funds. With
the Master Plan, funds have been secured to complete investments that are certain for the development of
tourism in each area where the investments have been contracted.

The Research Method

In order to accomplish this study, we used as a research method the questionnaire, and for the
interpretation of the obtained results we used the Chi-square test, Critical Value, Pearson's C value and
Cramer's V. (Merce, E., et al. a., 2010).
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The questionnaire was applied to a sample of 1010 tourists. It focused on issues such as how to get used
to vacation, the budget allocated for a holiday, and how often holidaymakers go on holiday. Of the total
respondents surveyed, 41.58% were between the ages of 41 and 60, followed by those aged between 26
and 40, with a 37.62% share, and at the opposite those aged over 60 (11.88%) and those aged 18-25
(8.91%) (Table 1).

Results and Discussions

As a result of the analysis of the questionnaire applied to the tourists, it is clear that a large number of the
interviewed tourists prefer to spend holidays in the company of friends, accounting for 45.65% of the
total respondents, followed by those who prefer to go on family holidays %), while only 15.84% prefer
vacations to spend in "two" (couple) (Table 1).

Thus, 41.58% of respondents surveyed were 41 to 60 years of age, followed by those aged between 26
and 40, with a 37.62% share, and the opposite places those over 60 (11.88%) and those aged 18-25 years
(8.91%) (Table 1).

Table 1: Structure of surveyed tourists about how they get used to holiday on the basis of their age

How do you get used to holidays?

Age With friends In couple In family Total

18 — 25 years 1.98% 3.96% 2.97% 8.91%
26 — 40 years 7.92% 3.96% 25.74% 37.62%
41 — 60 years 27.83% 4.95% 8.91% 41.58%
> 60 years 7.92% 2.97% 0.99% 11.88%
Total 45.65% 15.84% 38.51% 100.00 %

(Source: Data processing from the questionnaire)

The tourists who responded to this questionnaire say 60,40% of them allocating for a budget a budget of
501 to 1500 lei (RON), 21,78% say they allocate less than 500 lei per member, while 17.82% say they
allocate over 1.500 lei per member for a holiday (Table 2).

Table 2: Structure of the surveyed tourists on the budget they allocate for a holiday according to

their age
What is the budget you normally allocate for a holiday (accommodation)?
Age < 500 lei (RON) 501 — 1500 lei (RON) > 1500 lei (RON) Total
18 — 25 years 4.95% 2.97% 0.99% 8.91%
26 — 40 years 6.93% 23.76% 6.93% 37.62%
41 — 60 years 6.93% 27.72% 6.93% 41.58%
> 60 years 2.97% 5.94% 2.97% 11.88%
Total 21.78% 60.40 % 17.82% 100.00 %

(Source: Data processing from the questionnaire)

Most of the interviewed tourists say that over 74% of them use to leave their place of residence in order
to spend their spare time only during the vacation period, 13.86% say that every 3 months, while those
who are interviewed who manage to leave their place of residence in order to spend their free time every
month or every weekend represents only 7.92% and 3.96% of all respondents (Table 3).
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Table 3: Structure of the surveyed tourists on the time they spend holiday on the basis of their age

How often are you accustomed to going on holiday?

Age Weekend Monthly | Once every 3 months On vacation Total

18 — 25 years 0.99% 0.99% 1.98% 4.95% 8.91%
26 — 40 years 0.99% 4.95% 8.91% 22.77% 37.62%
41 - 60 years 0.00% 1.98% 1.98% 37.62% 41.58%
> 60 years 1.98% 0.00% 0.99% 8.91% 11.88%
Total 3.96 % 7.92% 13.86 % 74.26 % 100.00 %

(Source: Data processing from the questionnaire)

Of the tourists who prefer to go on holiday with their friends most of them use a budget of between 501
and 1500 lei (RON) per person and they account for 28.71% of the total number of respondents. For those
who choose to go to the couple, most allocate a budget of less than 500 lei per person, and those who
prefer to go to the family, the most numerous are those who allocate a budget of 501 to 1,500 lei (Table
4).

Table 4: Structure of the surveyed tourists about the budget they allocate depending on how they

get used to holiday
What is the budget you normally allocate for a holiday (accommodation)?
Specification (<R01\?)0 0 lei 501 — 1500 lei (RON) > 1500 lei (RON) Total
With friends 9.90% 28.71% 6.93% 45.54%
In the couple 6.93% 4.95% 3.96% 15.84%
In family 4.95% 26.73% 6.93% 38.61%
Total 21.78% 60.40 % 17.82% 100.00 %

(Source: Data processing from the questionnaire)

In the case of tourists who choose to spend their holidays in the company of friends, most of them said
they did this during holiday leave (36.63% of the total number of respondents). Also the other two
categories, namely those who prefer to spend their holidays in the couple and in the family, usually go to
holiday during holiday leave, representing a weight of 9.90% and 27.72% of the total of the interviewed
(Table 5.).

Table 5: Structure of tourists surveyed over time, depending on how they get used to holiday

How often do you get used to going on vacation?

Specification Weekend Monthly Once every 3 On vacation | Total
months

With friends 1.98% 4.95% 1.98% 36.63% 45.54%

In the couple 0.99% 0.99% 3.96% 9.90% 15.84%

In family 0.99% 1.98% 7.92% 27.72% 38.61%

Total 3.96 % 7.92 % 13.86 % 74.26 % 100.00 %

(Source: Data processing from the questionnaire)
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Analyzing the structure of the tourists according to the budget allocated for the holiday, those who make
available between 501 and 1500 lei per person are used to take holidays on holidays, representing a
50.50% share of the total number of respondents (Table 6).

Table 6: Structure of surveyed tourists on the amount of time they spend holiday on the basis of the
budget allocated to them

How often do you get used to going on vacation?

Allocated budget Weekend Monthly gz;‘:hs every 3 On vacation | Total
<500 lei (RON) 2.97% 3.96% 4.95% 9.90% 21.78%
501 - 1500 Iei (RON) | 0.00% 2.97% 6.93% 50.50% 60.40%
> 1500 lei (RON) 0.99% 0.99% 1.98% 13.86% 17.82%
Total 3.96 % 7.92 % 13.86 % 74.26 % 100.00 %

(Source: Data processing from the questionnaire)

Also, the majority of those who allocate less than 500 lei and those who allocate a budget of over 1500 lei
(RON) are used to leave only during holiday leave, representing 9.9% and 17.82% respectively of the
total interviewed (Table 6).

Regarding the holiday destination, most tourists say they choose to spend 44% of their vacation in the
seaside area, while 25% of the respondents choose to go to the mountains and 18% of the interviewees
choose to - and spend holidays outside the country. Those who choose to spend their holidays in the
Danube Delta represent 14% of all interviewees (Table 7).

Table 7: Structure of the tourists' opinion regarding the destination they choose to spend the
holiday according to their age

Which destination do you choose for holidays?
After the tourist's age

Danube Outside . .
Age UM. | Delta tch(:runtry Mountain | Seaside | Total

No. No. No. No. No. %
18 — 25 years No. 20 20 10 40 90 9%
26 — 40 years No. 60 50 150 120 380 | 38%
41 — 60 years No. 50 90 70 210 420 | 42%
> 60 years No. 10 20 20 70 120 12%
Total No. 140 180 250 440 1010 | -

% 14% 18% 25% 44% - 100%

Standard Residue
18 — 25 years No. 0.67 0.31 -0.82 0.04
26 — 40 years No. 0.32 -0.68 1.82 -1.12
41 — 60 years No. -0.34 0.55 -1.05 0.63
> 60 years No. -0,51 -0.09 -0.56 0.78
Chi-Square 9.50 - . 14.68 p>0.1(%)
Calculated = ’ Critical value (theoretical) = 16.92 p > 0.05(*%)
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Elef%lfes of freedom 9 21.67 p > 0.01(¥%%)

Cramer’s V = 0.18 Pearson’s C = 0.29

Source: Data processing from the questionnaire

Analyzing from the point of view of the tourists' opinion of the destination they choose to spend their
holidays by age, we can state that tourists aged 26 to 40 mostly opt for their holidays at mountain, while
tourists aged 41 to 60 choose to spend their holiday in the seaside (Table 7).

Table 8: Structure of tourists' opinion on the destination they choose to spend their holiday
depending on how they get used to holiday

Which destination do you choose for holidays?

The way he likes to go on vacation

Danube Outside . .
Specification UM. | Delta tch(:runtry Mountain | Seaside | Total

No. No. No. No. No. %
With friends No. 70 90 100 200 460 | 46%
In the couple No. 20 20 50 70 160 16%
In family No. 50 70 100 170 390 | 39%
Total No. 140 180 250 440 1010 | -

% 14% 18% 25% 44% - 100%

Standard Residue
With friends No. 0.25 0.28 -0.41 -0.01
In the couple No. -0.15 -0.50 0.52 0.01
In family No. -0.17 0.02 0.11 0.00
Chi-Square 0.12 10.64 p>0.1(*%)
]()Jalculatedf =f 3 Critical value (theoretical) = 12.59 p>0.05¢7)
( d‘;.‘)g‘:es o lreedom | ¢ 1681 | p> 0.01(++%)
Cramer’s V = 0.05 | Pearson’s C = 0.09

Source: Data processing from the questionnaire

Among the tourists who choose to spend their holidays with friends, most of them choose to spend the
seaside holiday (19.80% of the total number of respondents), so the same situation is also found for the
other two categories, namely who prefer to spend holidays in the couple and those who prefer to spend
their holidays in the family with a slightly lower share of 6.93% and 16.83% of all respondents (Table 8).

Table 9: Structure of the tourists' opinion regarding the destination they choose to spend the
holiday according to the budget allocated for the holiday

Which destination do you choose for holidays?
After the budget allocated to the holiday
Danube Outside . .
Allocated budget UM. Delta tch(:!untry Mountain | Seaside | Total
No. No. No. No. No. %
<500 lei No. 0 0 90 130 220 | 22%
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501 — 1500 lei No. 110 90 140 270 610 | 60%
> 1.500 lei No. 30 90 20 40 180 18%
Total No. 140 180 250 440 1010 | -
% 14% 18% 25% 44% - 100%

Standard Residue
< 500 lei No. -1.75 -1.98 1.52 1.10
501 — 1500 lei No. 0.88 -0.57 -0.28 0.08
> 1.500 lei No. 0.32 3.23 -1.16 -1.37

. ES
Cateoted = | 2548 PR P
Dearces pr- Critical value (theoretical) =
fre%dom (df) = 6 16.81 p > 0.01(*%%)
Cramer’s V = 0.29 Pearson’s C = 0.45

Source: Data processing from the questionnaire

By statistically testing the opinion of the tourists (Chi-Square = 25.48 ***  Critical Value = 16.81 at a
probability of p> 0.01), regarding the destination they choose to spend the holiday according to the
budget allocated for the holiday, a very significant association between the destination they choose and
the amount allocated for a vacation by the tourists on the analyzed problem, and from the analysis of R
(Standardized Residue), there are very significant differences regarding the tourists who choose to spend
their holidays in outside the country and which allocates an average of over 1500 lei for a holiday
allowing us to conclude that the destination chosen for spending the holiday is influenced by the budget
allocated for a holiday by them (Table 9).

Also, with Pearson's C and Cramer's V interpretations, in the present case it can be said that between the
destination they choose to spend the holiday and the amount allocated for it (Pearson's C = 0.29, Cramer's
V =0.45) , there is an association between the analyzed aspects, the destination chosen for spending the
holidays is influenced by the budget allocated for a holiday by them (Table 9.).

Table 10: Structure of the tourists' opinion regarding the destination they choose to spend the
holidays according to the frequency of holidays

Which destination do you choose for holidays?
After holiday frequencies

Danube Outside

o e the Mountain | Seaside | Total
Specification U.M. Delta Countr
y

No. No. No. No. No. %o
At weekends No. 0 10 20 10 40 4%
Monthly No. 0 0 70 10 80 8%
Once every 3 No. 10 10 90 30 140 | 14%
months
On vacation No. 130 160 70 390 750 74%
Total No. 140 180 250 440 1010 | -

% 14% 18% 25% 44% - 100%

Standard Residue
At weekends No. -0.74 0.34 1.01 -0.56
Monthly No. -1.05 -1.19 3.57 -1.33
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Once  every 3 No
months ) -0.68 -0.95 2.97 -1.25
On vacation No. 0.81 0.72 -2.68 1.11

. ES
Caleoted = | 4041 5T Toao00s
> - f_ - Critical value (theoretical) = : D>
( deffr_ees ot freedom | o 21.67 | p> 0.01(++%)
Cramer’s V = 0.,37 Pearson’s C = 0.,53

(Source: Data processing from the questionnaire)

By statistically testing the opinion of the tourists (Chi-Square = 40.41 ***, Critical Value = 21.67 at a
probability of p> 0.01), regarding the destination they choose to spend the holiday according to their
frequency, it is noticed that there is an association very significant between the destination they choose
and the frequency of their vacations on the analyzed problem, and from the analysis of R (Standardized
Residue) there are very significant differences regarding the tourists who choose to spend their mountain
holidays and those who have on average about a holiday per month, allowing us to conclude that the
destination chosen for the holiday is influenced by the frequency of holidays they have (Table 10).

Also, in Pearson's C and Cramer's V interpretations, in the present case it can be said that between the
destination they choose and the frequency of holidays (Pearson's C = 0.37; Cramer's V = 0.53), there is an
association between the aspects analyzed, the destination chosen for the holiday is influenced by the
frequency of holidays they have. (Table 10).

Conclusions

The opinion of the 1010 tourists who responded to the applied questionnaire is divided and is based
mainly on the experience each tourist has had over the accommodation spaces as well as on the
experience they had in the dream -the tourist areas.

Thus, the most important conclusions that come out of the questionnaire applied to the tourists are:

% of the total respondents interviewed 41.58% were between 41 and 60 years of age, followed by those
aged between 26 and 40, having a weight of 37.62%, and at the opposite pole those aged over 60
(11.88%) and those aged 18-25 (8.91%);

% based on the analyzed questionnaire applied to the tourists, it is evident that a large number of the
interviewed tourists prefer to spend holidays in the company of friends, having a share of 45.65% of the
total respondents, followed by those who prefer to go on family holidays (38.51%), while only 15.84%
prefer holidays to spend in "two";

% the tourists who participated in this questionnaire say 60.40% of them allocate for a budget a budget
of 501 to 1500 lei, 21.78% say they allocate less than 500 lei per member in time 17.82% say they
allocate over 1500 lei per member for a holiday;

% most of the interviewed tourists say that over 74% of them use to leave their place of residence in
order to spend their spare time only during the vacation period, 13.86% say that once every 3 months,
while those who manage to leave their residence in order to spend their free time every month or every
weekend represent only 7.92% and 3.96% of all those who answered the questionnaire;

% among the tourists who prefer to go on vacation with most friends, they are willing to allocate a
budget of between 501 and 1500 lei per person and represent a share of 28.71% of the total number of
respondents. For those who choose to go to the couple, most allocate a budget of less than 500 lei per
person, and those who prefer to go to the family, the most numerous are those who allocate a budget of
501 to 1500 lei ;
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% in the case of tourists who choose to spend the holiday with the Pyrenees company, most of them said
they did so during holiday leave (36.63% of the total number of respondents). Also, the other two
categories, namely those who prefer to spend their holidays in the couple and in the family, get used to
vacation during holiday leave, accounting for 9.90% and 27.72% of the total of the interviewed ;

% by analyzing the tourists according to the budget allocated for the holiday, those who make available
between 501 and 1500 lei per person are used to leave on vacation during holiday leave, accounting for
50.50% of the total number of respondents. Also, the majority of those who allocate less than 500 lei and
those who allocate a budget of over 1500 lei are used to leave only during holiday leave, representing
9.9% and 17.82% of the total interviewed;

%  concerning the holiday destination, most tourists say they choose to spend 44% of their vacation in
the seaside area, while 25% of respondents choose to go to the mountains and 18% of those interviewed
choose to spend their holidays outside the country. Those who choose to spend their holidays in the
Danube Delta represent 14% of all interviewed.

Regarding the motivation of the tourists, regarding the choice of the holiday destination, we can mention
some of the most important motivations of the tourists, such as: the price-quality ratio of the
accommodation; the good impression, preserved by some tourists, from previous experience; the
attractiveness of the landscape; friends' recommendations regarding an accommodation unit; the variety
of attractions and activities the hotel offers; friendliness and hospitality of staff. These aspects are just
some of the motivations that tourists take into account in choosing the holiday destination.
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Abstract

Tourism can be an important component of a land development planning strategy as well as the economic
development of an area or regions. If an area has important natural attractions, historical or cultural
vestiges, sports facilities, event organizing facilities and other similar assets, then the tourist promotion of
an area can attract more visitors, potential tourists, to that community, which will spend time and spend
money to take advantage of these benefits.

Seasonality is the dominant feature of tourist activity and must be taken into account in the formulation of
land development planning strategies. The seasonality of the tourist demand is an objective reality that
deeply marks the entire activity of the agents involved in tourism. Thus, in this paper we analyzed the
evolution of the tourist traffic in Gorj County, during the period 2012-2017, based on the data provided
by the National Institute of Statistics, using as a research method the calculation, analysis and
interpretation of the results of the specific indicators and tourism indices, for the purpose of planning the
territory.

Keywords: tourists, analysis, tourist traffic, accommodation units, tourists' arrivals, tourism indexes
and indices, tourist density

Introduction

In a study by Popescu Agatha (2016), she said that the development of tourism in an area or region is
determined, among other factors, by the accommodation capacity and quality of existing tourism services.
Creating accommodation units in different regions is a way to make better use of local human and
material resources, create jobs and diversify services, increase the income and living standards of the
local population and communities. (Popescu, Agatha, 2016, Vol. 16/4).

The connection between the accommodation capacity and the number of tourists is very important, given
the arrivals and the number of overnight stays. This link could be used successfully in tourism planning
and tourism development programs in an area or region, in order to increase the turnover of the tourism
and tourism industry itself. (Popescu, Agatha, 2016, Vol. 16/4).

Popescu Agatha (2016) mentions in one of the articles the following: Romania could be considered one
of the most beautiful countries in Europe because of its nice landscapes, rich traditions and culture, but its

touristic potential is not enough utilized. (Popescu, Agatha, 2016, Vol. 16 /1).

The development of the tourism is considered as a prioritary economic option, having in mind the high
potential for a large variety of tourism types. The planning of the destinations and the availability of
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resources are destined to support the strategies of sustainable tourism development in Romania (Popescu,
Agatha, 2016, Vol. 16 /1).

Grigoras, Mircea Adrian; Popescu, Agatha; Grigoras, Brindusa Antonia, (2018), stated that: in the
structure of accommodation units in Romania, tourist and agro-tourist guesthouses are more and more
attractive for Romanian tourists due to a diversified offer and a more convenient tariff per night compared
to other types of accommodation units (Grigoras, Mircea Adrian; Popescu, Agatha; Grigoras, Brindusa
Antonia, 2018).

An important factor for the development of tourism and the economy of an area is rural tourism, which
could become an objective of tourism planning strategies for the territory. (Grigoras, Mircea Adrian;
Popescu, Agatha; Grigoras, Brindusa Antonia, 2018).

In the book of Candea, Melinda, Simion, Tamara (2006), they said that Gorj County's tourism potential is
closely linked to relief, climate, hydrography, flora and fauna. The relief of Gorj County is made up of
mountain massifs, submontane hills and a hilly area extended in the southern half of the county. The
mountain massifs present in the county are part of the Meridional Carpathians group. The existence of
very resistant rocks, granite, limestone, limestone in the mountain area have created numerous spectacular
valleys and culverts that have become objectives of tourist interest. (Candea, Melinda, Simion, Tamara,
2006).

In his book, Hontus, Adelaida (2009), he claims that the archaeological area with touristic value is
represented by the few Roman castles and old, more distinct settlements, located in different localities, in
the county. The numerous wooden churches in the cultural heritage are impressive, and most are located
in the countryside. It is remarkable that in the urban and rural settlements a large number of old houses,
valuable for the era and the style in which they were built, have been preserved. In Gorj County there are
some objects of great artistic and historical value, a large number of museums, as well as the folklore
holidays and folk manifestations. (Honttus, Adelaida, 2009).

In a study conducted by Popescu Agatha (2017), it stated that tourism flows have a strong impact on
tourism and tourism offer stimulate the development of tourism flows among other factors. Obviously,
between the supply and demand of tourism is and must be a close relationship. (Popescu Agatha (2017).
Also, Popescu Agatha (2017), in the same study, concluded that the number of people traveling for
different purposes in a location different from their place of residence and the use of tourist facilities and
services defines the concept of tourism demand. (Popescu Agatha (2017).

In their study Plesoianu, Daniela-Mirela; Moise, Andreea; Popescu, Agatha (2017), states that the most
important in defining the tourist purpose remains the motivation, depending on which tourist chooses
their destination and leisure type. (Plesoianu, Daniela-Mirela, Moise, Andreea, Popescu, Agatha (2017).

The Research Method

This paper is based on an analysis of the evolution of tourism demand and supply in Gorj County, so that
specific strategies specific to the area regarding the touristic development of the county can be adopted.
The research study carried out consists of studying, analyzing and interpreting the statistical data on the
tourist circulation in this county, the tourist density in relation to th