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DETERMINING AGRICULTURE PRODUCTION EFFICIENCY
BASED ON THE NEW ASSESMENT TOOLS

Dmitri PARMACLI, Habilitation in Economics, Professor,

State Comrat University, Republic of Moldova

Alexandru STRATAN?, Habilitation in Economics, Professor,
National Institute for Economic Research, Republic of Moldova

DOI: https://doi.org/10.36004/nier.es.2019.2-01
JEL Classification: M41, 110, L31
UDC: 631.158:005.52

ABSTRACT

Profitability indicators describe the result of the management process more comprehensively than
profit, characterize the effectiveness and efficiency of management, because their value shows the ratio of the
effect with cash or input resources. They are used to evaluate the performance of the enterprise, as well as an
instrument of investment policy and pricing. Most often, in practice, agricultural enterprises calculate
indicators that characterize the profitability of production costs, investment projects and profitability of
sales. It is very important to calculate the profitability levels of each type of sold products and give them an
estimate, which allows identifying the most profitable ones. Methodological approaches are proposed in
order to determine the four levels of profitability of the sold products, which are clearly presented in tables
and graphs. It is important to grade the levels of profitability for each type of sold product, and therefore, it
is becoming possible to assess their degree of effectiveness or level of profitability. The purpose of the article
is to provide teachers from higher educational institutions, as well as agricultural specialists with modern
tools for assessing the effectiveness of sold products, in particular through application of an unconventional
method. The presented study allows specialists of agricultural enterprises to determine on the basis of two
coefficients (return on fixed and specific variable costs) the moderate, rational, optimal and high profitability
of sold grain, sunflower, grapes and other products and based on them to justify the amount of expected profit.

Keywords: profitability, profit, efficiency, profit margin, rate of return, fixed costs, price, variable costs
per unit, cost.

Indicatorii de rentabilitate descriu rezultatul procesului managerial mai cuprinzdtor decdt profitul,
caracterizeazd eficienta si eficacitatea managementului, dat fiind faptul cd valoarea acestora prezintd
relatia dintre efect si resursele de numerar sau cele utilizate. Acestia sunt utilizati pentru a evalua activitdtile
intreprinderii, precum si in calitate de instrument al politicii investitionale si de stabilire a preturilor. In cele
mai dese cazuri, in practicd, intreprinderile agricole calculeazd indicatori care caracterizeazd rentabilitatea
costurilor de productie, a proiectelor de investitii si a rentabilitdtii vanzdrilor. Este foarte important de a
calcula nivelurile de rentabilitate ale fiecdrui tip de produse vdndute si de a oferi o estimare a acestora, ceea
ce va contribui la identificarea celor mai profitabile produse. Sunt propuse aborddri metodologice pentru
determinarea a patru niveluri de rentabilitate a produselor viandute, care sunt prezentate in mod clar in
tabele si grafice. Este important de a evalua nivelurile de rentabilitate pentru fiecare tip de produs vindut,
ceea ce permite evaluarea gradului lor de eficientd sau nivelul de rentabilitate. Scopul articolului este de a
oferi cadrelor didactice din institutiile de invdtdmdnt superior, precum si specialistilor din domeniul agrar
instrumente moderne pentru evaluarea eficientei produselor vdndute, in special prin utilizarea unei metode
neconventionale. Studiul prezentat permite specialistilor din intreprinderile agricole sd determine in baza a
doi coeficienti (rentabilitatea costurilor fixe si a costurilor variabile pe unitate) valoarea rentabilitdtii
moderate, rationale, optime si ridicate a cerealelor vandute, a florii-soarelui, strugurilor, precum si a altor
produse si in baza acestora, sd justifice valoarea profitului scontat.

Cuvinte-cheie: rentabilitate, profit, eficientd, marjd de profit, rata de rentabilitate, costuri fixe,
pret, costuri variabile pe unitate, cost.

1 © Dmitri PARMACLI, < parmad741@mail.ru
2 © Alexandru STRATAN, ! alex_stratan@yahoo.com
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Ilokazameau penmabenbHOCMU ONUCLIBAIOM pe3y/ibinmam npoyecca ynpasjeHusi 60/1ee noJHo,
yem npubblab, XapaKkmepusyrom pe3yabmamu8Hocms U 3¢hPeKmu8HOCMb X035LCMBO8AHUS, MAK KAK
UX 8e/IUMUHA NOKA3bl8dem coomHoweHue sghdhekma ¢ HaAAUYHLIMU UAU UCNO1b308AHHBIMU PECYPCAMU.
Hx npumensitom 045 oyeHKu desimesbHOCMU npednpusimusi U KAK UHCMPYMEHM UHBECMUYUOHHOU
noAumMuKu U yeHoobpasosaHus. HYawe ecezo 8 npakmuke Ce/NbCKOX03SUCMBEHHbIX npednpusimuil
paccyumsleardm nokazameau, Xxapakmepusyrwujue peHmabeabHOCMb U3depiceK hpoussodcmad,
UHBECMUYUOHHbIX NPOEKMo8 U peHmabeabHOoCmb npodaxc. OueHb 8aX)CHO nposodumb pacyemol
YposHell peHmabebHOCMU Kaxcd020 euda peaau3o8aHHOU NpodyKyuu U oCyuwjecmessims Ux OYeHKY,
umo noseo/isiem e6blsieUMb Haubosee Jdoxo0Hble u3 Hux. B daHHOU cmambve npedaazaromcs
Memoduyeckue nodxodbl no onpedesieHurd vembvlpex yposHell peHmMabeqbHOCMU peaau308aHHOU
npodykyuu, Haz2As10HO npedcmas/ieHHble 8 mabauyax u epagdukax. BaxcHo nposodums epadayuro
YposHell peHmMabenbHOCMU NO KAXCOOMY 8udy peaau308aHHOU npodykKyuu, 6 853U C 4eM
npedcmasasiemcsi 803MOMCHOCMb OYEHUBaMbv cmeneHb UX 3@P@dekmusHocmu UAU YPOBEHb
doxodHocmu. lleab cmambu ob6echevums npenodasamesiell 8bICUWIUX Y4e6HbIX 3a8edeHUll, a makice
Cheyua/ucmos ce/nbCKoz20 X035UCmea CO8peMeHHbIM UHCMpPYMeHmapueMm oyeHku 3ggekmusHocmu
peasu308aHHOll NpodyKyuu, 8 moM Yucae C UCNO/Ab308AHUEM HempaduyuoHHO20 Memoda.
IIpedcmasieHHoe uccedosaHue N0380.151em cneyualucmam cebCkoxo3slicmeeHHbIx npednpusimul,
Ha 6a3e deyx KoagguyueHmos (oKynaemocmu NOCMOSIHHbIX U YOe/NbHbIX NepeMeHHbIX 3ampam)
onpedeasimb 8e/AUYUHY YMEPEeHHOU, payuoHA/bHOL, ONMUMA/AbHOLU U 8bICOKOU peHmabesbHOoCmu
peasu308aHHO20 3epHd, NOOCO/IHEYHUKA, 8UHO2pada u dpy2ol npodyKyuu U HA 3moil O0cHose
060cHO8aMb 06BeM 0scudaemoli npubbLIU.

Kamwouessie caoea: penmabeabHocmys, npubblab, 3PhHeKkmusHoCmsb, HOpMA NPubwbLIU, HOPMA
npu6bbLIU, NOCMOSIHHbIE 3aMpdmbl, YeHd, NnepemMeHHble 3ampambl Ha eUHULY, CIMOUMOCMb.

INTRODUCTION. Profitability indicators describe the outcome of the managerial process more
comprehensively than profit because their values present the effect achieved as a function of the
required cash or resource inputs. These indicators are applied to assess the farm’s performance and
as an investment policy and pricing tool. More often than not, agricultural enterprises calculate
certain values that describe the profitability of production costs, investment projects and sales. It
is very important to calculate and to assess the profitability of each type of sold products in order
to identify the most profitable ones.

RESEARCH METHODOLOGY. This research was based on general scientific methods and
certain specific approaches - and in particular an abstract-logical approach to substantiate the
methodology applied to assess the efficiency of product sales; statistical and economic approach to
analyse prevailing production and sales values for core crops in a given agricultural enterprise;
graphic method to compare the actual efficiency of the cultivated crops with their graded
profitability levels.

LITERATURE REVIEW. State-of-art agricultural science is looking for new ways to improve the
efficiency of agricultural production. Of interest in this respect are the works by V.P. Pavlik [1, 2015] and
by 0O.G. Szpikuljak and 0.A. Materzynska [2, 2014] proposing a new approach for assessment of
product efficiency and substantiating the efficiency growth drivers.

Economic literature considers the sustainability of land-use results from diverse
perspectives. In particular, A. Rasskazova and R. Zhdanov introduce the concept of economic
efficiency of sustainable land use in their publications [3, 2017]; S. Siptits considers the matters of
combining the efficiency with sustainable operation of agro-food systems [4, 2017]; I. Romanenko
and N. Evdokimova consider the sustainability and efficiency of such territorial distribution of
crop production which would ensure a high degree of utilisation of the territory’s bioclimatic
potential [5, 2017]. Of importance is also the research performed by A.l. Altukhov [6, 2016]. The
author of this latter research explores the current approaches to efficiency assessment of land use in
agriculture.

The research performed by Moldovan authors and deserving special mention is the work by
V. Doga and E. Timofti, who have developed and suggested in their studies their own versions for
the economic engine to improve agricultural efficiency based on sustainable land use [7, 2006; 8,
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2009]. Of importance is also the research by L. Todorici and T. Dudoglo, one of them considers
the agricultural production sustainability problems [9, 2013] and the other assesses the
sustainability of soil productivity in Moldova’s regions [10, Dudoglo T., 2017].

The purpose of this article is to provide teachers from higher educational institutions, as
well as agricultural specialists with modern tools for assessing the effectiveness of sold products,
in particular through application of an unconventional method.

RESEARCH RESULTS. It is known that the performance of agricultural production is largely
dependent on weather and climate, i.e. the factors which the current science is not able to forecast
more or less reliably. No matter how thoroughly and correctly (in methodology terms) agricultural
professionals plan their costs of materials and cash investments with due account of accepted
production techniques, it is not possible to reliably forecast the expected crop yields and thus the
gross output of the cultivated crops. Similar costs may result in high crop cultivation efficiency and
sales profitability in good years and in losses in bad years. This instability is characteristic in
particular of risky (marginal) farming zones and in particular of the southern zone of the Republic
of Moldova [11, PARMACLI D., DUDOGLO T., 2016]. But then, how can one determine production
costs, return on investments and other economic values reflecting management quality in the
absence of any reasonably substantiated crop productivity data? That is where we apply marginal
analysis as the most appropriate tool.

The research suggests that certain production and sales efficiency indicators finding
application in agriculture (such as profit per hectare of the area under the crop and per 100 kg
(metric centner) of harvested products; financial safety margin; and operating leverage) can be
calculated with rather high reliability without recourse to the data on yield per hectare and gross
output of the cultivated crops. It is known that fixed costs per hectare (FC) and variable costs per
unit (AVC) are not affected by the yield per hectare. In other words, this specific nature of fixed
costs and variable costs per unit will enable us to make the required efficiency calculations. It is
important to estimate the expected selling price (P) as objectively as possible as part of the
planning process because neither does selling price depend on the output of any given enterprise
since agricultural enterprises operate in an environment of free competition [12, PARMACLI D.,
2016].

Knowing these three values, we can determine the profitability threshold (qmin) for each crop

according to the well-known formula:
FC
Qmin = o AVC metric centners (100 kg) per hectare (1)

where:

FC = semi-fixed costs per hectare of the area under the crops, in MDL;

AVC = variable costs per unit of output, in MDL per metric centner (100 kg);

P = selling price of the product, in MDL per metric centner (100 kg).

Our research identified a certain interdependence between the economic efficiency values of
the produced and sold products and the difference between the actual crop yield (q) and the break-
even yield (profitability threshold). To reflect this difference, we have introduced an indicator which
we call the yield growth rate (n):

n=

- (2)
min
Below are the formulas used to calculate the value of certain indicators reflecting the efficiency

of marketable products in agriculture:
- profit per hectare:

P =FC (n-1), in MDL per hectare (3)
- profit per unit - metric centner (100 kg) of products:
P=md (1 - %) ,in MDL per metric centner (100 kg) (4)
where:
md = marginal income per product output unit (md = p - AVC), in MDL per metric centner
(100 kg)
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- financial safety margin (D):

D=1-- (5)
- operating leverage (L):

L= (6)
Table 1 and Figure 1 below show the interdependence between profit and yield growth rate.

Table 1

The interdependence between profit and yield growth rate

1.0 0.0 0.000 2.6 1.6 0.616
1.2 0.2 0.167 2.8 1.8 0.643
1.4 0.4 0.286 3.0 2.0 0.667
1.6 0.6 0.375 3.2 2.2 0.688
1.8 0.8 0,445 34 2.4 0.706
2.0 1.0 0.500 3.6 2,6 0.723
2.2 1.2 0.546 3.8 2.8 0.737
2.4 1.4 0.584 4.0 3.0 0.750

Source: Calculated according to Formulas 3 and 4.

o
tn

33— —&— Profit, MLD/ha /
2,5 ——— ——Profit, MLD/q

Prpfit growth rate per hectare and per

i 1,214 16 1,8 2 22 24 26 28 3 32 34 36 38 4

Yield growth rate

Figure 1. Influence of yield growth rate on profit per hectare growth rate
and profit per 100 kg growth rate
Source: Produced from the data in Table 1.

Now we apply Formulas 5 and 6 to calculate the interdependence between the financial safety
margin and the operating leverage on the yield growth rate (Table 2). The financial safety margin
increases and the operating leverage decreases with growing yields. However, the graph in Figure 2
shows that the rates of the above changes are slowing down with growing yields.

No.2 /2019



14 Theoretical and scientifical journal

Table 2
Interdependence between the financial safety margin
and operating leverage and the yield growth rate

1.0 0.000 0.00 2.6 0.616 1.62
1.2 0.167 5.99 2.8 0.643 1.56
1.4 0.286 3.50 3.0 0.667 1.50
1.6 0.375 2.67 3.2 0.688 1.45
1.8 0.445 2.25 3.4 0.706 1.42
2.0 0.500 2.00 3.6 0.723 1.38
2.2 0.546 1.83 3.8 0.737 1.36
2.4 0.584 1.71 4.0 0.750 1.33

Source: Calculated according to Formulas 5 and 6.

r 0.8

&

&b =
5 - 0,5 E
=z 4 —— Operating leverage — -E’
“an - 0.4 G
£ 3 —— Financial safety margin — E
g 0,3 2
e =
= =
0.2 =

i1 1,2 1.4 1.6 1.8 2 2.2 24 26 28 3 3,2 34 3.6 38 4

Yield gcrowth rate
Figure 2. Interdependence between the financial safety margin
and operating leverage and the yield growth rate
Source: Produced from the data in Table 2.

It is known that any agricultural enterprise usually cultivates more than one crop. The
production and sale of some crops gives a high return on investments while some other crops have a
low profit margin. Nevertheless, it is not always possible to discontinue production of these latter
crops because of agro-technical crop rotation requirements or some other in-house and external
reasons. In other words, sales of different products invariably have different profit margins.
The profitability of a particular crop can fluctuate significantly in the Republic of Moldova, mainly
because of the weather and climatic conditions prevailing during the crop cultivation and harvesting
season, and range between loss and a profit margin of over 30%. For example, the profit margin of grain
sold in the Republic of Moldova fluctuated between -3.5% in 2009 and +39.9% in 2011; of sunflower
seeds - between 16.6% in 2009 and 89.8% in 2010; of grapes - between 6.0% in 2009 and 37.0% in
2012 [13, 2018]. Therefore, a scientifically substantiated classification (gradation) of the sales
profitability levels for diverse agricultural crops will be in demand because each level will indicate a
particular efficiency range for cultivation of the crop concerned. It is important for an agricultural
enterprise to know and thus to objectively budget the level of costs that will ensure a certain yield per
hectare required to achieve sustainable and/or expanding reproduction. Thus, we have approached the
problem of a substantiated profitability planning for each of the crops cultivated by the enterprise.
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Of course, the objective of any business entity is to ensure higher return on its production
inputs. Nevertheless, for diverse reasons, the average 2001-2012 profit margins in agricultural
enterprises in the southern zone of the Republic of Moldova for production and sales were: 43.8% for
sunflower seeds, 46.0% for winter rape, 26.7% for grapes, 11.7% for legumes and grains other than
corn, and 6.1% for corn [13, 2018]. (Starting in 2013, Moldova has no longer published any data
concerning the local production costs and so it is not possible to calculate the profit margins).

The profit margin is calculated for sales according to this formula:

N-Z T

P===2 (7)

where:

P = profit from sales, in MDL;

Z = costs of production and sales, in MDL.

Thus, it has been demonstrated that the most important efficiency indicator of the product sales
can be measured applying a relative value - the profit margin. In view of this measurement nature, it
would be perfectly logical to ask this question: if profitability is relative in its nature, why not measure
it applying some other relative indicators?

Marginal analysis is used for practical purposes, when planning the revenue from sales of
products and the profit margin. Application of this method in financial management of local
enterprises will enable more effective management of financial results. However, this is only possible
where enterprise planning and cost accounting is organised according to the direct costing approach,
i.e. where all costs are subdivided into fixed costs and variable costs.

Studies have demonstrated that the profit margin of sold products can be calculated after this

formula [14, Parmacli D., Todorovici L., 2017]:
_ p—AVC

~ P
f+AVC

(8)

where:

p = selling price, in MDL per 100 kg (metric centner);

AVC = variable costs per unit, in MDL per 100 kg (metric centner);
f = rate of return on fixed costs (i.e. profit divided by fixed costs)

If we assume that the selling price of products (p) divided by variable costs per unit (AVC) is
k =—2— (return on variable costs per unit), then:

AvC
=K (9)

The experience of agricultural enterprises in the southern zone of the Republic of Moldova has
confirmed that profit per hectare of area under the crop should be not lower than fixed costs for
sustainable reproduction (we will call this profitability level sustainable) and higher than fixed costs
for expanding reproduction (a feasible profitability level). The optimal profitability level is the sales
profitability level where profit is three-fold of fixed costs. In case of a high profitability level, profit is
four-fold of fixed costs. The calculation formulas for the four profitability levels and the expected
result are presented in Table 3.

Table 3
Sales irofitabilii levels
. K—1
Sustainable R sus Rsus = — P=FC
Feasible R feas R feas =~ P = 2FC
Optimal R opt Ropt = s P = 3FC
High R high Ronigh = ——— P = 4FC

Source: Table produced by the authors.
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Let us examine the calculations of these profitability levels for 2018 in Daalar Duzu SRL, an
agricultural enterprise operating in Ceadir Lunga region, Republic of Moldova. The source data is
presented in Table 4. (The standard rules for classification of costs into fixed costs and variable costs
were developed by the Economic Research Institute [15, BAJURA, T., STRATAN, A. et al.,, 2018]). Table
5 shows the above-described profitability levels calculated for the said enterprise. It can be concluded
from the table that the sustainable profitability level of wheat sales is in the range of 0 to 0.097; the
feasible profitability level is in the range of 0.097 to 0.133; the optimal profitability level is in the
range between 0.133 and 0.154 and the high profitability level is in the range between 0.154 and
0.166 and higher. A similar calculation can be made for other types of products.

[t is important to point out that the profit margin growth rate slows down as each next (higher)
profitability level (i.e. feasible, optimal, high) is reached. Thus, if the ratio between the feasible
profitability and the sustainable profitability is 1.618 for wheat sales, the ratio between the optimal
profitability and the feasible profitability is only 1.258 and the ratio between the high profitability
and the optimal profitability is 1.150. A similar pattern can be identified for other crops.

Table 4
2018 production and sales of the core crops in Daalar Duzu SRL

Selling price (p), MDL per 100 kg 230.60 | 287.10 | 273.60 706.20 562.90
Fixed costs (FC), MDL per hectare 1124.00 | 354.00 | 1235.00 958.00 319.00
Variable costs per unit (AVC),

MDL per 100 kg 189.66 | 176.13 | 187.96 326.04 192.57
Total costs (z), MDL per 100 kg 219.00 | 202.0. | 216.60 373.50 220.80
Rate of return (K) 1.216 1.630 1.456 2.166 2.924

Source: Form 7-APK and Form 9-APK reports of Daalar Duzu SRL for 2018.

It should also be pointed out that each type of product has its own set of sustainable or other
profitability levels. The reason is different fixed costs and variable costs per unit. For example, the
ratio between the rates of return on fixed costs and on variable costs per unitis 2.40 in the production
of soy beans and wheat — whereas the ratio between the profit margins for a sustainable, feasible,
optimal and high profitability level is respectively: 5.05; 5.87; 6.33 and 6.69. Thus, their profitability
growth rates increase at each next (higher) sales efficiency level.

It should be noted that a full break-even on fixed costs is observed at the profit margin of 9.7%
for sales of wheat; 18.6% for corn; 24.0% for peas; as high as 36.8% for sunflower seeds; and 49.0%
for soy beans. Consequently, it is not possible to assess the efficiency of sales, applying the same
profitability levels for grain, sunflower seeds, grapes and other products. Different profitability levels
should be determined (graded) for each type of sold products in order to assess their efficiency or
profitability. This can be done applying the methodology proposed in the foregoing in order to
determine their sustainable, feasible, optimal and high profitability levels.

Table 5

Profit mariin levels determined for iroducts sold bi Daalar Duzu SRL in 2018

Sustainable (R sus) 0.097 0.240 0,186 0.368 0.490
Feasible (R feas) 0.133 0,347 0.264 0.560 781

Optimal (R opt) 0.154 0.409 0.307 0.678 0.975
High (R hign) 0.166 0.447 0.334 0.756 1.111
Actual (Ract ) 0.053 0.421 0.265 0.891 1,549
Profitability assessment sustainable | optimal | feasible high high

Source: Table produced by the authors.
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Analysing the actual profitability values of the product sales (Table 3), it can be noted that
wheat production and sale has the lowest efficiency value assessed as sustainable (the actual
profitability of 0.053 is below the sustainable profitability level of 0.097). The efficiency can be
assessed as feasible in case of corn sales, as optimal for sales of peas, and as high for sales of sunflower
seeds and soy beans.

How is the aggregate efficiency assessed for all crop sales in the farm? To answer this question,
itis necessary to make calculations applying the methodology presented in Table 6. Itis very easy and
convenient in application. The rate of return on fixed costs for all crops is 2.97 and we can thus assess
the aggregate efficiency of product sales as feasible.

Table 6

The methodology for calculation of the aggregate efficiency of all crop
sales in Daalar Duzu SRL in 2018

Wheat 629 280 445 1125 707.40 0.40
Peas 194 226 1165 354 68.70 3.29
Corn 535 1319 2465 1235 660.70 2.00
Sunflower seeds 526 3537 6724 958 503.90 7.02
Soy beans 137 530 3869 319 43.70 12.13
Total 2021 5892 2915 982 1984.40 2.97

Source: Form 7-APK and Form 9-APK reports of Daalar Duzu SRL for 2018.

By way of illustration, we present the actual data on the 2018 profitability of product sales in
Daalar Duzu SRL and assessment thereof in Figure 3 and the extent to which the actual profitability
of their sales exceeded (fell short of) the high profitability level in Figure 4.
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Profitability level, %
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40
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20 | sustainable

o | mmS-3 g T Al R i v

Wheat Peas Corn Sunflower Soybeans

Figure 3. Actual profitability of 2018 product sales in Daalar Duzu SRL
and assessment thereof
Source: Produced on the basis of Table 5.
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Figure 4. The extent to which the actual sales profitability exceeded (fell short of)
the high profitability level in Daalar Duzu SRL in 2018
Source: Produced on the basis of Table 5.

CONCLUSIONS

The studies have shown that the moderate profitability of products ensures simple
reproduction, in which the profit per hectare of sowing should not be lower than the value of fixed
costs. Enhanced reproduction is provided by three types of profitability: within a rational one, the
profit from product sales should exceed 2 times the value of fixed costs. The optimal level should be
considered the level of profitability of the products sold, at which the profitis 3 times more than fixed
costs. In case of high profitability, profit is 4 times higher than fixed costs. It is important that the
functional relationship between the payback coefficient of fixed costs and the profitability ratio of
products sold is represented by a simple formula, which greatly simplifies the task of researchers.

It should be noted as well that the foregoing will enable agricultural professionals operating
with two rates of return (on fixed costs and on variable costs per unit) to determine the sustainable,
feasible, optimal and high profitability levels for their sales of grain, sunflower seeds, grapes and other
products and to substantiate the expected profit amount on the basis thereof.
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ABSTRACT

The urgency of the research is caused by the problem of innovative development that is acutely facing
the Ukrainian industrial enterprises. According to statistics, a rather small share of industrial enterprises
innovates in their activities and produces innovative products caused by the lack of investment and
experience to intensify innovation. Therefore, enterprises should use modern forms of business organization
such as outsourcing that has proved itself as a strategic partnership form and a mechanism for the transfer
of innovation. The purpose of the research is to develop recommendations for the release of the Ukrainian
industrial enterprises to the global manufacturing outsourcing market to ensure their innovative
development. The subjects of the study are the types of manufacturing outsourcing and the mechanism of
their impact on the innovative development of enterprises. This article is based on the research results of the
Ukrainian and foreign scientists, the information on analytical reports, official statistics and public
companies’ information. The methods used in the research are analysis and synthesis, theoretical
generalization, statistical analysis. The article analyzes the position of Ukraine in the global manufacturing
outsourcing market. The prospects of the Ukrainian industrial enterprises to enter the global market of
industrial outsourcing have been determined. Recommendations on the choice of type of industrial
outsourcing have been developed. The results of the research can be used in the practical activity of industrial
enterprises and in further researches in the field of innovation management and enterprise organization.

Keywords: manufacturing outsourcing, industry, enterprise, innovative development, innovation, market.

Relevanta studiului se datoreazd problemei dezvoltdrii inovationale, care este deosebit de acutd pentru
intreprinderile industriale ucrainene. Conform statisticilor ucrainene, o pondere destul de micd a
intreprinderilor industriale introduce inovatii in activitdtile lor si produce produse inovatoare, din cauza lipsei
investitiilor si a experientei pentru intensificarea inovatiei. Prin urmare, intreprinderile sunt obligate sd
foloseascd forme moderne de organizare a afacerilor, de exemplu, externalizarea, care s-a stabilit ca o formd
eficientd de parteneriat strategic si un mecanism de transfer al inovatiei. Scopul cercetdrii este sd elaboreze
recomanddri privind intrarea intreprinderilor industriale ucrainene pe piata mondiald de externalizare a
productiei pentru a asigura dezvoltarea lor inovatoare. Obiectul cercetdrii il constituie tipurile de externalizare
a productiei si mecanismul influentei acestora asupra dezvoltdrii inovatoare a intreprinderilor. Articolul se
bazeazd pe rezultatele studiilor realizate de cercetdtori ucraineni si strdini, informatii din rapoarte analitice,
statistici oficiale si informatii de la companii publice. Metodele de cercetare utilizate in aceastd lucrare includ
analiza si sinteza, generalizarea teoreticd si analiza statisticd. Articolul analizeazd pozitia Ucrainei pe piata
globald de externalizare a productiei. Sunt determinate perspectivele intreprinderilor industriale ucrainene de
a intra pe piata globald de externalizare industriald. Sunt elaborate recomanddri privind selectarea tipurilor
de externalizare industriald. Rezultatele cercetdrii pot fi utilizate in activitdtile practice ale intreprinderilor
industriale si in cercetarea ulterioard in domeniul managementului inovatiei si organizarea afacerilor.

Cuvinte-cheie: externalizarea productiei, industrie, intreprindere, dezvoltare inovatoare, inovatie, piatd.
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AxkmyasabHoCcmb UccaedosaHus 06yc/a108/1eHa hpobaemoll UHHOBAUUOHHO20 paA3eumus, Komopas
0C06EeHHO 0OCMpO CMoum neped YKpauHCKUMU NPOMbIUIEHHbIMU npednpussimusmu. Co2AacHO YKPAUHCKOT
cmamucmuke, d080./1bHO Heb0.bUIAs 00151 NPOMbIULIEHHbIX hpednpusmuii éHedpsiem UHHO8AYUU 8 C8OI0
dessme/gbHOCMb U Npou3800uUM UHHOBAYUOHHblE NPOJYKMbl, 4Ymo 00yC/108/eH0 omcymcmeuem
UHgecmuyuil u onbima 0/51 UHMeHcugukayuu uHHosayull. I[losmomy npednpusmusi 8bIHYHCOeHbl
UCN0/1b3080Mb  CO8PEeMeHHble (POopMbl OpeaHU3aYyUU 6U3Heca, Hanpumep, daymcopcuHz, KOmopblil
3apekomeHdosan cebsa 3dpdekmusHol opMoll cmpamezauyecko2o napmuepcmed U MeXaHUSMOM
nepedavu uHHosayuil. lLlesblo cmamvu s18455emcsi paspabomea pekomeHdayuii no 8viXxody YKpAUuHCKUX
NPOMbIUL/IEHHBIX NPeONPUSMULL HA MUPOBOT PbIHOK NPOU3BOOCMBEHHO20 AyMCopcuHaa 0151 obecheveHusl
UX UHHOB8aUUoHHO20 pazeumust. Ilpedmemom uccaedosaHusi s8/510mcsi 8Udbl NPOU3BOOCMBEHHO20
aymcopcuHaa U MexaHu3M Ux /1UsiHUS1 Hd UHHOBAYUOHHOe passumue npednpusimuil. Cmamvsi 0CHO8AHA HA
pe3yabmamax UccAed08aHUll YKPAUHCKUX U 3apybexcHbIX Y4YeHblX, UH@OpMayuu aHAAUMuU4eckux
omuemos, oguyuagIbHOl cmamucmuke U UHGopmayuu om hnyb6/aUYHbIX KoMmhaHull Memodbl
uccs1e0o8aHUsL, UCNO/Ib308AHHbIE 8 pabome, 8KAHYAM AHA/IU3 U CUHMe3, meopemuyeckoe 0600ujeHue,
cmamucmuyeckutl avaaus. B cmamve anaausupyemcsi nosoxceHue YKpauHbl HA MUPOBOM DblHKe
npousgsodcmeeHHoO20 aymcopcuHaa. OnpedesieHbl hepcnekmuebl 6bix00d YKPAUHCKUX NPOMbIULAEHHBIX
npednpusimuil Ha Muposoll pbIHOK NpOMblUlLIeHHO20 aymcopcuHaa. PaspabomaHsbl pekomeHdayuu no
8b160py MUN0B8 NPOMbIULIEHHO20 dymcopcuHad. Pe3yibmambl ucc/s1e008aHusi Mo2ym 6bImb UCNO.1b308AHbI
8 npakmu4eckoll dessme/sbHOCMU NPOMbIUL/IEHHbIX npednpuamull, a makxce 049 JaabHeluux
uccaedosaHull 6 06.1acmu ynpae/ieHusi UHHO8AUUSIMU U Op2aHU3ayuu 6U3Hecd.

Kamwuesvle ca08a: npou3godcmeeHHblll aymcopcuHe, NpoMblULIeHHOCMb, hpednpusimue,
UHHOBAYUOHHOE pazsumue, UHHO8AYUU, PbIHOK.

INTRODUCTION. The Ukrainian economy is in a crisis now that is caused by the long-term political
and economic instability in the country. Industrial enterprises operate in conditions of national currency
instability, economic relationships breaking, the loss of sales markets and the lack of sufficient investment
resources. Industrial enterprises don’t have enough funding for innovative development, improvement of
their products and renewal of fixed assets. Due to globalization and the rapid development of scientific
and technological progress, competitive advantages are achieved by enterprises that are actively
introducing innovations into their activities. At the same time, it's impossible to keep business in
competition for those enterprises that don’t have any ability to reach the modern technological level. It
means that it will be very difficult for the Ukrainian industrial enterprises to get a worthy place in the
global market by themselves.

Therefore, they need to use advanced forms of business organization that helps to achieve the
industry leaders’ level. One of these forms is outsourcing which has proven itself as a way to transfer
innovations. The Ukrainian industrial enterprises should consider the possibility of performing separate
processes of the production cycle or the entire production process for the world famous brands. It will
allow them to get some experience, use advanced technologies and introduce innovations into their work.
The Ukrainian industrial enterprises have all the prerequisites for entering the world market of industrial
outsourcing. The country has a sufficient amount of educated professional labor resources with practical
experience and low wages. Also, there are a lot of industrial enterprises and research organizations with
good potential. But they lost their competitiveness due to the lack of funding and obsolescence of the
material base. It's necessary to realize that all changes at the national level and at the level of most
enterprises can provide the attractiveness of domestic companies for foreign partners.

LITERATURE REVIEW. The globalization trends create a lot of conditions for a further global
division of labor and the allocation of countries specializing in the outsourcing for certain services and
business processes. It should be noted, that Ukraine has all the chances to take a decent place in the global
outsourcing market according to the low cost of labor and significant scientific, technological and
intellectual potential. This will increase employment and stimulate the revival and development of
individual sectors of the national economy. Also, outsourcing is well known as a way of innervations
transfer, so it will help the Ukrainian industrial enterprises in their innovative development.

The analysis of publications of the Ukrainian and foreign scientists has shown the diversity of views
on the definition of the outsourcing concept. Supporters of the functional approach in determining the
economic essence of outsourcing are [12, HEJVUD, B,, 2004; 16, LEMIS, KM, 2010; 25, ZAGORODNIY, A.H.,
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PATRYN, H.0., 2009]. According to other scientists [18, MOCERNY]J, S.V. et al, 2005; 22, STRILETZ, V. et al,,
2010], outsourcing is a kind of partnership interaction between business entities and it is a way of
cooperation. Researchers [7, DOMINGUEZ, L., 2006; 15, KOHAN, V.P., 2013] see the main importance of
outsourcing in the possibility of attracting resources from other organizations, especially labor,
material, technical, intellectual, etc.

The globalization aspect of outsourcing is considered by Duginec' G.V. [8, 2012]. We can generalize
the basic approaches to outsourcing definition:

- functional (outsourcing is the process of transferring individual functions or business processes of
the enterprise to external executors on a long-term, paid basis);

- cooperative (outsourcing is a form of business relations based on partnership, where the
performer provides and develops certain aspects of its activity in the interests of the customer, while both
participants are equally interested in the success of the common cause);

- resource (outsourcing is the use of labor, material, intellectual, technical resources of a third-party
organization);

- organizational (outsourcing is a form of business organization the implementation of which is
accompanied by the reorganization of the enterprise that may be characterized by optimization of the
organizational structure or the separation of the enterprise unit into a separate economic entity or the
withdrawal of it and all related assets to the organization of the service provider);

- strategic (outsourcing is an enterprise management strategy that allows focusing on key
competencies);

- target (outsourcing is a method of optimization and increase of efficiency of the enterprise activity,
increase of competitiveness, increase of economic safety and stability of the enterprise, crisis
management, increase of the cost of the enterprise, etc. due to the concentration of efforts on the main
activity);

- globalization (outsourcing is an instrument of the globalization of the world economy, a way to
include all subjects of world economic relations in the system of global cooperation, which provides for
deepening the specialization of individual regions for the implementation of certain business processes
for international customers).

It can be argued that outsourcing is a modern form of business organization that promotes the
globalization of the international economy and the creation of powerful virtual organizations around a
parent company that owns a trademark or brand and provides all other business processes including
production to third-party executives who are interested in common success with the customer on a long-
term, paid basis in order to ensure the efficiency of the activity, increase the competitiveness and stability
of the enterprise as well as its flexible in accordance with current external conditions. Globalization trends
create more and more conditions for the further distribution of labor and responsibilities determining the
countries specializing in outsourcing of some services and business processes. According to the low labor
cost and significant scientific, technological and intellectual potential Ukraine, it has all the chances to take
adecent place in the international outsourcing market, which will increase employment and stimulate the
revival and development of individual sectors of the national economy.

The development of outsourcing in different countries of the world has been studied by many
scientists, including [2, BABANIN, 0.S.,2012; 7, DOMINGUEZ, L., 2006] and others. Provided investigations
are aimed for determining the role of outsourcing in the modern Ukrainian economy and the possibility
of adopting the world experience of its application to domestic realities, market structure of outsourcing
services and its main trends.

The major trends in the global outsourcing market based on a number of publications of the
consulting firms allow making some conclusions. It was found currently that the Asia-Pacific region
is the leader in the supply of outsourcing services. The leaders among the countries are India, China,
Vietnam, Philippines and Malaysia. The most successful European providers of outsourcing services
are Ireland and Poland. There were investigated the Top 100 Outsourcing Destinations by Tholons
agency, Global Outsourcing Index and Future Outsourcing Index developed by Minevich M., Richter F.].
[17,2015], IT Outsourcing Review by CEEOA.

Assessment of attractiveness of the region as an outsourcer should be primarily based on the
balance of indicators such as the order of execution risks in the country and its cost. Special attention
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should be paid to the availability of human resources, transport infrastructure, and communications, the
overall development of the country. The customer placing orders for manufacture outsourcing will be
interested in the quality of manufactured products and low risks. Formation of the country as a successful
manufacturing outsourcing will take place if it has industrialized regions, cities-centers of innovation
characterized by a large number of industrial enterprises and research institutions; effective public
support; developed business environment in the country and its regions.

Unfortunately, Ukraine has not found its place in the outsourcing market yet. The high level of
corruption, economic and political instability repel foreign companies from placing outsourcing orders in
Ukraine. IT-outsourcing is the only sector in which Ukraine has succeeded. It is done due to the high
intellectual potential of national experts and the possibility to develop this activity without significant
investment costs. But Ukraine should evolve towards the provision of outsourcing services in other
activities. Ukraine could become a powerful manufacturing outsourcer because it has a large number of
industrial companies that have production facilities, skilled workers and engineers. The development of
manufacturing outsourcing will improve the economic situation of the enterprises and promote the
development of the national economy.

METHODOLOGY AND RESEARCH METHODS. It has been considered an important scientific
problem such as the search for an effective way to intensify the innovative development of Ukrainian
industrial enterprises. This should happen due to their entry into the global market of manufacturing
outsourcing. This is a new approach to innovative development as previously scientists have suggested
that companies provide it on their own or at the funds of investors but not through a long-term strategic
partnership like outsourcing.

In order to ensure the innovative development of the Ukrainian industrial enterprises in the global
manufacturing outsourcing market, it is expedient to use the following methods [11, GLUSHAK, N,,
GLUSHAK, O. et al, 2016]: analysis, that is the division of the object of research, that means the innovative
development of the the Ukrainian industrial enterprises at the global manufacturing outsourcing market
into its components to improve the knowledge of the process and phenomena being studied; synthesis,
which is the combination of difficulties and opportunities of the Ukrainian industrial enterprises into a
single whole in order to establish their possibilities for innovation development with the help of
manufacturing outsourcing at the global market; theoretical generalization, that helps to make general
conclusions and develop some recommendations and show the result of the research for the release of the
Ukrainian industrial enterprises to the global market of manufacturing outsourcing to ensure their
innovative development; comparison, that is, calculation of the rate of the Ukrainian enterprises'
development by the main macroeconomic indicators and determining the dynamics of their changes;
statistical analysis, that is used for converting empirical data obtained during the study into the
meaningful analysis, hypothesis testing and interpretation; expert evaluation, which enables to describe
the qualitative characteristics of the investigated process.

The theoretical basis of the study is the works of scientists on the implementation of outsourcing in
the activities of enterprises, data of rating agencies and statistical information. The aim of the article is to
develop recommendations for the release of Ukrainian industrial enterprises in the global market of
manufacturing outsourcing to ensure their innovative development. For this purpose, the article proposes
to investigate how the implementation of outsourcing orders will facilitate the transfer of innovations;
identify the main types of industrial outsourcing; determine the criteria by which enterprises should
choose a type of outsourcing for supply to customers.

RESULTS. Development of the Ukrainian economy requires new approaches to business
organization. Old methods and forms of management can’t provide sustainable development. We can
estimate an economic situation in Ukraine using international rankings. Ukraine has rank 71 among 190
countries according to one of the most famous rankings Doing Business that characterize ease of business
performance in different countries of the world [6, 2019].

Another ranking Global Competitiveness Index gives a rank 83 to Ukraine among 140
countries [10, SCHWAB, K., 2018]. It assesses the microeconomic and macroeconomic foundations of
national competitiveness, which is defined as the set of institutions, policies, and factors that
determine the level of productivity of a country. According to the similar World Competitiveness
Ranking developed by the World Competitiveness Center Ukraine's rank looks worse, it's only 59th
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out of 63 countries [13, 2018]. This index is an annual study of global competitiveness, assesses and
analysis of the countries’ ability to create and maintain an environment in which enterprises may
effectively compete. We can see that world researchers don’t see Ukraine as a competitive, developed
and attractive country for doing business. This situation reduces its image as an economic partner in
the international arena. It obstructs the establishment of sustainable economic relations and
attraction of investments. It’s especially reflected in the activities of industrial enterprises due to the
deterioration of political relations with some ex-USSR countries, lost regular customers of their
products and remained without stable contracts.

The industrial sector of the Ukrainian economy is characterized by a large number of economic
entities and has strategic significance for our state providing majority people with their positions. There are
2,386 business entities in the industry in Ukraine. Among them, there are 42,026 enterprises and 81,850
private entrepreneurs. The industry provides the position with 2,334.2 thousand people, but after of the
crisis in Ukraine, the number of employees in the industry decreases annually. Using the advice of experts
[21, 2019], we can compare this situation with 2011 when industrial enterprises of Ukraine employed
3,031.7 thousand people. The number of sales in recent years has been stable but increased last year.
According to the great inflation, one can say about inhibition of sales. Therefore, one can conclude that there
is a deceleration of the development in the industrial sector of Ukraine and the high probability of a large-
scale crisis in this sector of the economy. Particularly disappointing is the annual decrease in the number of
large industrial enterprises which provide a significant number of position and a major share of output.

Successful operation of industrial enterprises must be supported by the high-quality personnel
which has professional knowledge and skills inclined to innovate and have intellectual, scientific and
technical potential. Unfortunately, industrial enterprises cannot provide sufficient wages. Using
official statistics [21, 2019], we can see that the average wages in the industry are UAH 10,236 per
month. It hasn’t promoted the attraction of highly skilled personnel in this area recently. Lack of
interest to the enterprises' results and high-skilled personnel inflows causes lack of innovation
development and improvement of labor efficiency. The efficiency of industrial enterprises depends
on the availability and conditions of the necessary fixed assets. Wear factor is 58% now, that could
lead to a technical crisis at the industrial enterprises. The renovation of fixed assets at industrial
enterprises requires significant investments.

Also, we can see the low innovative activity of industrial enterprises. Only 14,3% of industrial
enterprises implemented innovations in 2017 [21, 2019]. 1,831 new technological processes were
implemented, including 748 low-consumption and resource-saving ones, and the launch of 2,387
items of innovative products, including 751 new types of equipment this year. However, the share of
implemented innovative products in the volume of industrial goods is still a fairly low share, only
0,7%. And, as it has been proved by official statistic information [21, 2019], since 2000 this indicator
has decreased almost 10 times. This suggests the backlog of domestic industrial enterprises from the
global scientific and technological progress and their low attention to the introduction of the latest
technological advancements in the production and updating of products. This can lead to a
technological crisis at the industrial enterprises. There is a negative trend of decreasing investments
in innovation development. The total amount of costs for innovation activity was UAH 9,117.5in 2017
[21, 2019]. To compare with 2016, these costs were UAH 23,229.5 in 2016. The largest amount of
money - UAH 5,898.8 - was spent on the purchase of machines, equipment, and software [21, 2019].
The main source of financing remains in the own funds of enterprises is not enough to update the
innovative potential of Ukrainian industry under current conditions. The World Intellectual Property
Organization, Cornell University, and the Insead international business school annually calculate the
Global Innovation Index that takes into account such indicators as human capital, development of
education, business environment, availability of intangible assets and number of intellectual workers.
According to the Global Innovation Index [23, DUTTA, S, etal, 2018], Ukraine has rank 43 among 126
countries of the world. This rank is very low taking into account a great number of industrial
enterprises, research organizations, and universities situated in Ukraine.

On the basis of the analysis, it is possible to make some conclusions about the high probability of crisis
phenomena at industrial enterprises. The deterioration of the financial activity of enterprises has an impact
on the development of the financial crisis. It is accompanied by reduction insolvency and the possibility of
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attracting investment resources that are necessary for enterprises. Lack of labor resources and low wages
can lead to a reduction in labor productivity and employee interests in companies’ development that could
indicate the organizational crisis. Violations of economic relationships, the absence of new supply channels
and markets can lead to a sales crisis. Therefore, talking about the innovative development of domestic
industrial enterprises one can say that it's very difficult today because it requires significant financial
infusions. It will be almost impossible for the enterprises to get out of a crisis and restore their innovative
potential by themselves, therefore, it is necessary to seek help from the third parties.

Considering outsourcing as a way of industrial enterprises innovation development it's necessary
to pay more attention to the concept of innovation. Innovations are newly created and improved
competitive technologies, products or services, as well as organizational and technical decisions of an
industrial, administrative, commercial or other nature that significantly improve the structure and quality
of production and the social sphere. Objects of innovation activity are: innovative programs and projects;
new knowledge and intelligent products; production equipment and processes; infrastructure of
production and entrepreneurship; organizational and technical decisions of an industrial, administrative,
commercial or other nature that significantly improve the structure and quality of production and social
sphere; raw materials, means of their extraction and processing; commodity products; mechanism of
formation the consumer market and marketing of commodity products. Innovative development is based
on the continuous search and use of new ways and areas of realizing the potential of the enterprise in
changing environmental conditions within the framework of the chosen mission and the accepted
motivation of activities related to the modification of existing and the formation of new markets.
Innovation activity is aimed at the use and commercialization of the results of research and development
and promotes the launch of new competitive products and services on the market. As it was mentioned, it
would be very difficult for Ukrainian industrial enterprises to provide innovation development on their
own. Therefore, it's necessary to get long-term business agreements with leaders of scientific and
technological progress. Ukrainian enterprises can offer to their partners themselves as industrial
outsourcers. Foreign companies will be able to reduce the cost of the production process due to its partial
or full implementation in Ukraine, and Ukrainian enterprises will receive experience, investment,
technology, personnel training, etc.

The customer of outsourcing services has financial, material and intellectual resources. By
concluding a long-term contract for transferring part or the entire production process to an outsourcer in
additional to the order he transfers his intellectual capital first of all. As a result, the outsourcer makes an
innovative breakthrough in introducing technological, product, organizational, process and other
innovations. In addition, if the customer is interested in a long-term partnership, he can become an
investor in the outsourcer, help him with the organization of logistics and staff training. There are good
preconditions for the entry of Ukrainian industrial enterprises in the global outsourcing market. Most
machine-building enterprises or research institutions in Ukraine were created in USSR times. Almost all
of them were not economic entities with a closed cycle of production but engaged in the development and
production of individual parts and units. The final product was the result of the work of a large number of
enterprises located in different parts of the former USSR. For example, the Kharkiv machine-building plant
"FED" produced hydraulic, fuel and electric systems for aviation engineering. Some units were supplied to
the “Rubin” plant located in the Moscow region. "Rubin" manufactured runways, hydro units and hydro
systems for airplanes and other aircraft. Its products were supplied to aviation and helicopter factories of
the USSR, located in Voronezh, Kaliningrad, Kyiv, Lviv and other cities, and back in Kharkiv - to the Kharkiv
Aviation Plant. Aircraft design was provided by separate organizations: Antonov (Kyiv), Tupolev
(Moscow), Mikoyan (Moscow), Sukhoi (Moscow). Also the production of FED plant was supplied to the
Motor Sich plant, which produced engines for airplanes and helicopters for all aircraft and helicopters
factories throughout the USSR.

We can say that domestic industrial enterprises were created as production outsourcers, or end-
producers, which transferred part of the production cycle for outsourcing to other enterprises of the USSR.
The economic ties created at that time remained until 2014. However, at the moment, with the violation
of diplomatic relations with Russia and the inability to interact in the defense industry and scientific and
technical cooperation, Ukrainian enterprises were in a situation where the final products themselves can't
produce, and the production chain of several enterprises is broken. Therefore, today the way out of this
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situation is possible only through the search for customers to perform part of production processes from
Europe and Asia and the establishment of new economic ties.

Today manufacturing outsourcing is an opportunity for economic recovery and innovation
development of Ukraine. There are several directions of the possible way to the global market of
manufacturing outsourcing for Ukrainian enterprises (fig. 1). We can define four types of manufacturing
outsourcing, such as research and development outsourcing, certain parts of the production process
outsourcing, assembly operations outsourcing and full manufacturing outsourcing. Ukrainian industrial
enterprises could be competitive in the global outsourcing market if they chose the most suitable type of
outsourcing to offer to customer. We highlight preconditions of use of each type of manufacturing
outsourcing and possible difficulties that the enterprise may face. Also, we provide some examples of
successful providing of outsourcing services below to customer.

There is a considerable number of scientific research institutes in Ukraine since the times of the
USSR. They may become competitive in the outsourcing market of research and development activities.
The specifics of such institutions still remain wide. There is Institute of Mono Crystals, Institute of
Mechanical Engineering of the National Academy of Sciences of Ukraine, 0.Y. Usikov Institute for
Radiophysics and Electronics, National Science Center "Kharkiv Institute of Physics and Technology",
Kharkiv Scientific Research and Design Institute "Energoproekt”, Institute of Radio Astronomy of the
National Academy of Sciences of Ukraine, etc. in Kharkiv (Ukraine). However, not all of them,
unfortunately, have sustained economic ties, commercialization of their developments and participation
in international production outsourcing projects. A successful example is a project of creating a space
system for global monitoring of the dynamic processes in the Earth's ionosphere, as part of the European
GMES program, the space weather program SW and the global GEOSS system. The main executor of the
project in Ukraine is Space Research Institute National Academy of Sciences of Ukraine. Also we can
mention the implementation of the Sea Launch project by the International Company. Launch vehicle
Zenit developed by the Design office Yuzhnoye and manufactured at the Production Association Yuzhny
Machine-Building Plant named after A.M. Makarov was used as part of the floating missile and space
complex. 36 launches of Zenit-3SL launch vehicles with spacecraft for telecommunication purposes were
established on the naval platform from April 1999 to December 2014 [5, 2019]. This project is an example
of Ukrainian enterprises’ action as outsourcers at research and development work, as well as parts of the
production process. Unfortunately, the participation of Ukrainian research institutes in such projects is
not a widespread practice. It's necessary to provide the training of Ukrainian scientists in internships in
innovative world countries and the development of international scientific and technical cooperation.

It is advisable to carry out certain parts of the production outsourcing process for enterprises that
have sufficient production capacity and qualified personnel, but don’t have a closed production cycle or
their final products are uncompetitive but individual nodes, aggregates or production processes are
executed at a high level. Such enterprises are the majority of the machine-building enterprises of the
former USSR. The powerful enterprise of defense complex State Enterprise "Malyshev Plant" produced
diesel engines 6TD-2 for the upgraded version of Al-Khalid tank, which was developed by the Chinese
company Norinco and Pakistani Heavy Industries. The tank was manufactured almost entirely on the
production facilities of Pakistan except for the engine as Ukraine is capable of manufacturing one of the
most reliable models of tank engines working in a hot climate. The Ukrainian engines are also popular for
airplanes. A well-known manufacturer of engines for airplanes and helicopters Motor Sich produced
engines for Ukrainian and Russian enterprises for a long time. However, due to the political situation in
Ukraine the company finds new markets. Motor Sich and the South African company Paramount Group
signed a memorandum of cooperation on the joint modernization of military helicopters Mi-24 Super
Hind. Companies will explore the possibility of technology exchange. Also, Paramount Group is interested
in expanding its cooperation with Ukraine in the production and repair the helicopter engines. In its turn,
Motor Sich is extremely interested in technologies related to the production of composite blades for
helicopter screws. At the same time, Motor Sich actively cooperates with China providing aircraft engines
Al-222K-25, Al-222K-25F and component parts for an L-15 aircraft. The company manufactures, tests,
maintains and repairs 55 types and engine modifications for 61 types of aircraft and helicopters of
different purposes, operated in 109 countries of the world now [20, 2019].

No.2 /2019



ECONOMY AND SOCIOLOGY

27

Research and development
outsourcing
Creation of innovation centers on
the basis of current research
institutes and industrial
enterprises which include design
offices that provide research and
development services to foreign
organizations

Preconditions of use. The large number of engineering and
technical workers with higher education and academic degree;
branched structure of research institutes and design offices; low
investments for start-up activities

Possible difficulties. Backlog applied technology and research
laboratory equipment from the latest world achievements, low
motivation of scientific and technical staff in professional growth,
lack of training opportunities and internships

Certain parts of the production
process outsourcing
Production at the current
industrial enterprises of some
parts, components, assemblies for
the end product of foreign
consumers using partner’s
technology

Preconditions of use. Current production capacity of the Ukrainian
industries, no need for the organization of production "from scratch",
enough workers and engineers

Possible difficulties. Depreciation of production facilities, the need
for personnel training, the need for production modernization and
new technologies development

Manufacturing outsourcing types

Assembly operations
outsourcing
Completion on the basis of
domestic enterprises the
production cycle of famous
brands. The high-tech and
innovative operations are
performed abroad and
technology doesn’t transfer to
Ukrainian enterprises. The
products produced will be sold in
Ukraine

Preconditions of use. Existing production capacity of domestic
industry and working staff skilled at a level sufficient to perform
assembly operations. Large sales market in Ukraine

Possible difficulties. Low purchasing power, the need for gradually
scaling up production capacity to reduce the risk of a glut of supply

=)

Full manufacturing outsourcing
The full implementation of the
manufacturing process using
technology of the foreign client
that has a famous brand. The
products produced will be sold
both in Ukraine and abroad

Preconditions of use. Current enterprises with a closed production
cycle that can’t increase their competitiveness according to on
absence of the new technologies in their practice, lack of
technological equipment, uncertainty of their own brand

=

Possible difficulties. Large risk of reproduction of a full production
cycle technologies developed by foreign experts, its adaptation to the
local production conditions, the risks of setting up the organization
and management of production

Figure 1. Involvement of the Ukrainian industrial enterprises as manufacture outsourcers
Source: Made by authors.

Assembly outsourcing operations that is the final stage of the production process is appropriate
for enterprises located near the market of products. It's relevant for products which importation into
Ukraine is inconvenient and economically inappropriate given the heavy transportation and
significant customs duties. Cars are the kind of such products. As an example, one can mention the
production of the Czech brand "Skoda" cars at the Ukrainian company Eurocar. Eurocar is the official

producer of VW Group cars in Ukraine that is part of the Atoll Holding group of companies. The plant

was opened in December 2001. Eurocar produces the whole range of the brand "Skoda" cars at the
moment. The enterprise carries out full-scale production of cars, which includes such major
production processes as welding, painting, and assembly of automobiles. The production capacities
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of the plant allow to produce up 100 thousand cars per year and give an opportunity to increase the
level of localization of cars produced with the prospect of export development. Welding and dyeing
are carried out by the equipment of such well-known companies as Transsystem (Poland),
Chropynska Strojirna (Czech Republic), EISENMANN (Germany) [9, 2019]. Creating such a production
plant is relatively simple since production capacity is only needed to complete the production process
such as welding, painting, and installation. The main preliminary work on manufacturing units and
assemblies is carried out at the enterprises of the Czech Republic and Slovakia. This project is of great
importance for the development of such Ukraine's scientific and technical potential as technologies
are being transferred along with production to the enterprise that will help to improve the skills of
Ukrainian specialists.

Provision of full outsourcing services is possible for enterprises that have all the necessary
resources to carry out the entire production cycle or the major part of it and don’t produce their own
products because of its non-competitiveness or no known on the market. In this case, it is more
appropriate to take orders for the production of branded products by the technology of the original
manufacturer. This may include the possibility of upgrading production capacities, mastering the
latest proven technologies and upgrading staff skills. The complete production process for
outsourcing was transferred by Daewoo Motors to AvtoZAZ. Daewoo Motors acted as an investor of
AvtoZAZ. In 1998 it was invested $150 million in its authorized capital. In addition to investments
Daewoo Motors has provided new technologies, unique quality control systems and own engineering
developments. Due to this action there was provided a renovation of production, buildings, energy
supply systems, engineering structures and networks at factories in Zaporizhzhya, Melitopol,
Chernomorsk, organized quality control of products according to the world standards; the production
of Tavriya Nova was restored after modernization at the main plant in Zaporizhzhya; administrative
personnel policy was changed. The restoration of the enterprise and bringing its technological base
to the world standards was a contribution to the further attraction of new investments as a result of
cooperation with Daimler Chrysler, General Motors, Opel, Renault, etc. The result of this cooperation
was the mass production of well-known cars in Ukraine: Daewoo Lanos, Daewoo Sens, Chevrolet Aveo
[1, 2019]. This example shows how an enterprise that produces uncompetitive products and owns an
unremarkable brand decides to renounce its own name and manufacture cars of other well-known
brand and became a leader in the automotive industry in Ukraine for decades.

The Ukrainian industrial enterprises have a lot of opportunities to enter the global outsourcing
market successfully. The provision of outsourcing services helps to attract foreign investments and
technologies. Successful outsource enterprises may become leading producers of their industry,
create their own brands, begin to produce products focused both on the domestic market and
delivered to export. Participation in international outsourcing agreements has national importance
due to creating new jobs, growth workers’ welfare, the inflow of foreign currency funds from abroad.
Also, the outsourcing should be mentioned as an instrument of transfer of technologies and the
activation of innovation activity of industrial enterprises.

We can see how to choose of the type of manufacturing outsourcing and ways of innovative
development depending on characteristics of the enterprises in fig. 2. Industrial enterprises can
intensify their innovative activities by obtaining outsourcing orders from high technology
enterprises. We can see that enterprises that have closed production cycle and well-known brand
should produce goods under their own brand. In this case, their innovation development will be
provided by their own resources. But for enterprises not known on the market, this way isn’t
available. They have to manufacture products of famous brands at their production facilities to
provide themselves with orders. But the customer transfers his intellectual capital to the outsourcer
in addition to his order. Innovative development, in this case, is provided by transferring the
technological process, personnel training, re-equipment of production facilities. Industrial
enterprises that could provide only some parts of the manufacturing cycle may be competitive in
other types of outsourcing. Some of them that have significant scientific and technical potential should
provide services of research and development outsourcing. In this case, Innovative development is
provided by scientific and technical cooperation, exchange of experience, assistance in equipping
laboratories, research bases. If the enterprise has only manufacturing potential, it could provide
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services of certain parts of the production process outsourcing. But if it located next to the market of
products it is advisable to offer services of assembly operations outsourcing. Innovative development
will be provided by sharing experience, development of new technologies, re-equipment of
production facilities and staff development.

We conducted a study of choice the type of manufacturing outsourcing for some Ukrainian
industrial enterprises. We used data of official websites of enterprises and the results of the survey of
employees of enterprises. The results of the study are in table 1. Each indicator was evaluated on a
scale from one to five.

Table 1

The choice of the e of manufacturing outsourcing of Ukrainian industrial enterprises

XTZ (Kharkiv 5 4 4 4 Production under its
Tractor Plant) own brand
Kharkiv Aviation 2 4 5 3 Research and
Plant development
outsourcing
Tinyakova 5 1 3 3 Full manufacturing
Garment Factory outsourcing
Eurocar 1 1 3 5 Assembly operations
outsourcing
Malyshev Plant 3 2 3 3 Certain parts of the
production process
outsourcing

Source: Made by authors based on [1,2019; 9, 2019; 20, 2019].

The analysis provided in table 1 helps industrial enterprises to choose the recommended type
of manufacturing outsourcing that makes the company occupy a competitive position in the global
market for manufacturing outsourcing.

CONCLUSIONS. The main idea of the article is that for the Ukrainian industrial enterprises one
of the most effective ways of innovation development is to active offer of their services in the global
manufacturing outsourcing market. Ukraine has a good chance to become a successful outsourcing
country according to high intellectual and personal potential, the existing material base and the low
cost of services offered. Outsourcing contracts will help to attract investment in industrial
development, provide an exchange of experience and technology with leading world countries.
Ukrainian industrial enterprises can offer foreign customers research and development outsourcing,
certain parts of the manufacturing process outsourcing, assembly operations outsourcing and full
manufacturing outsourcing.

The scientific result of the study is the development of recommendations on the choice of type
of manufactural outsourcing that is advisable for Ukrainian industrial enterprises to enter the global
industrial outsourcing market. Enterprises need to assess the strength of their own brand, the ability
to implement a closed production cycle on their own production facilities, their scientific and
technological potential and proximity to markets to choose a type of outsourcing.

The results of the research can be used by industrial enterprises in strategic management,
business organization forms selection and outsourcing contracts. The results can be also used to
develop a methodology for assessing the attractiveness of industrial enterprises as manufactural
outsourcer in the future.
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ABSTRACT

The external debt of the Republic of Moldova is increasing constantly. Excessive external debt has been a
big problem for both developing and developed countries during the years. Developing countries face this
problem more often as they need to borrow to finance their objectives and strengthen the economic growth. It
is very important for our country to determine the optimal level of indebtedness that the economy can bear.
That is why the external debt should be contracted in strict accordance with the needs of the economy, and
borrowed loans should consider the country’s reimbursement capacities to avoid the liquidity or solvency crisis.
The scope of this paper is to give a prompt and correct overview of the importance of external debt management
and its impact on the economic growth of the country. In the research process, the deduction, based on general
theoretical information on the structure, management, external debt and indebtedness assessment, the
economic influence policies were used and then passed on to practical analysis using specific indicators.

Keywords: gross external debt, Gross Domestic Product, price stability, inflation pressures, foreign
currency, economic crisis.

Datoria externd a Republicii Moldova este in continud crestere. Datoria externd excesivd a fost o mare
problemd atdt pentru tdrile in curs de dezvoltare, cdt si pentru cele dezvoltate de-a lungul anilor. Tdrile in curs
de dezvoltare se confruntd mai des cu aceastd problemd, intrucadt trebuie sd imprumute pentru a-si finanta
obiectivele si pentru a consolida cresterea economicd. Este foarte important pentru tara noastrd sd determine
nivelul optim de indatorare pe care economia il poate suporta. Acesta este motivul pentru care datoria externd
ar trebui contractatd in concordantd strictd cu nevoile economiei si ludnd in considerare capacitdtile de
rambursare, pentru a evita criza de lichiditate sau de solvabilitate. Scopul acestei lucrdri este de a oferi o
imagine generald promptd si corectd a importantei gestiondrii datoriei externe si a impactului acesteia asupra
cresterii economice a tdrii. In procesul de cercetare a fost utilizatc deducerea bazatd pe informatii teoretice
generale privind structura si managementul datoriei externe, precum si evaluarea indatordrii, politicile de
influentd economicd si apoi analiza practicd, folosind indicatori specifici.

Cuvinte-cheie: datora externd brutd, Produsul Intern Brut, stabilitatea preturilor, presiuni inflationiste,
valutd strdind, crizd economicd.

Buewnuii dosaz Pecnybauku Mosadosa nocmosiHHO yseauvusaemcs.. B meueHue mHozux siem
upeaMepHasi BHEWHSIS1 3a00/1HCEHHOCMb 6bl1a 60.1bWOU NPo6aeMoll Kak 015 passusarowjuxcsl, mak u 04
passumvix cmpaH. Pasgusarowjuecsi cmpaHbl cmajakueaomcsi ¢ 3motl npobsiemoli yauje, NOCKOAbKY UM
Heo6x00uMo 6pamsv Kpedumvl 0151 PUHAHCUPOBAHUSL COUX Ye1ell U yCU/IeHUs1 SIKOHOMUYeCKo20 pocma. [as1
Hawell cMmpaHbl 0YeHb 8ANCHO onpedeaumsb ONMUMA/AbHLIU YPo8eHb 3a001HCEHHOCMU, KOMOpbIli Modxcem
8bldepicams IKOHOMUKA. Bom nouemy gHewHull dose caedyem 3aK/a04ams 8 Cmpo2oM coomeemcmauu ¢
nompe6HOCMAMU IKOHOMUKU, A 3aeMHble Kpedumbl 001%4CHbI YUUMbI8AMsb 803MONCHOCMU UX 803MEUWEHUS,
umobbl u3bexcams Kpusuca JAUK8UOHOCMU UAu nsaamescecnocobHocmu. Lleas amoti cmambvu - damob
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6bicmpblll U Npasu/bHbulll 0630p 3HAYUMOCMU YNpasaeHusi SHeWHUM 00/120M U e20 BAUSHUS Ha
SKoHoMuYecKull pocm cmpanbl. B npoyecce uccaedosanus ucnoib3osanacs dedykyust, 0CHOBAHHAS HA 06wjetl
meopemuyeckoll UHgopmMayuu o cmpykmype, ynpas/ieHul, oyeHke eHewHe20 0012a U 3a00/1%CeHHOCMU,
noumuKe 3KOHOMUYECKO20 BAUSIHUSL, 4 3ameM nepexod K NpakmuyeckoMy aHaAu3y € UCNO/b308aHUEM
KOHKpemHblx nokazameetl.

Knawueevie caoea: sanoeoli eHewHull 002, 841080l 6HYMpeHHUl npodykm, UYeHosas
CcMabubHOCMy, UHPAAYUOHHOE as.1eHUe, UHOCMPAHHAS 8A0MA, SKOHOMUYECKUU KPU3UC.

INTRODUCTION. Excessive external debt has been a big problem for both developing and developed
countries during the years. Developing countries face this problem more often as they need to borrow to
finance their objectives and strengthen the economic growth. However, these borrowings have to be strictly
managed and must be allocated properly for productive expenditures in accordance to their repayment
ability. Though the debt is useful to supplement the capital, it must be managed and controlled very carefully,
proper strategies have to be adopted for enforcing repayment ability of the country. High level of external
debt has a negative impact on the economy in terms of heavy debt servicing and decreased development
expenditures, essential in carrying the growth process. However, less funds for investing in the economy and
an increase in tax regime for repayment, disturbs the economic growth as it constraints the productive
investment, leading to a narrow debt repayment ability of the country. It has a negative impact on the foreign
and national investment, and development objectives of the country.

The economic growth is one of the aspirations of all economies, as it leads to a rise in per capita
income, to raising the standards of living of the population, to the overall development of the national
economy, and, finally, to the economic progress.

A developing country in the transition from the centralized to the market economy cannot build a
solid democracy, based on a competitive economy and a modernized economic and social infrastructure
system, rather than by calling for funding external debt generating unit. Considered to be at the heart of the
development of the capitalist economies, the credit is widely used at macroeconomic level. Both developed
and developing countries resort to domestic or foreign credits because they offer them the opportunity to
spend now and pay in a future period when the investment starts to make a profit.

I. The impact of the external debt on the national economy

External debt as a policy to promote economic growth creates serious debates between economists
and the policy makers. The main issue is whether or not external borrowing leads to economic growth
in debtor countries or affect it negatively. This issue results in two main perspectives for explaining the
relationship between external debt and economic growth.

On the one hand, the neoclassical growth models support that there is a positive relationship between
external debt and economic growth. They consider that external debt is one source for financing capital
formation, and if financing capital formation through borrowing, it could promote the economic growth.

On the other hand, Krugman contradicts this view and tells that the external debt is one of the barriers
that prevent the economic growth. Kalonji explained that excessive external debt is a cause of poverty in the
debtors’ countries [4, KRUGMAN, P., 1988].

This ideology shows us that a country should borrow from abroad as long as the capital is not
sufficient and it will produce a rate of return that is higher than the cost of the borrowing. In this way,
developing countries with an inadequate capital will keep borrowing to fill the national savings and
investment. They will borrow at a rate that depends on the relation among foreign and national savings,
investment and economic growth so in that way, the borrowing countries will increase their output with the
help of foreign savings. This procedure will be effective only if the borrowing will be managed efficiently
and the rate of return will be higher than the cost of borrowing.

Economic theories suggest that reasonable levels of external debt lead to an economic growth.
Countries at early stages of development have small levels of capital and stocks and need the investments
with less interest rate lower than in developed countries. As they use the borrowed funds adequately for
productive purposes and do not suffer from macroeconomic instability, policies that twist the economic
incentives, these funds will help the economy and lead to an economic growth and will allow for timely debt
repayments [10, PATILLO, C., RICCI, L., 2002]. These theories are also proved in more realistic predictions
that countries may not be able to borrow freely because of the risk of debt repudiation.
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The most common question for economist and policy makers is: Why do excessive debt leads to a
lower economic growth? Well, the best known answer to this question comes from “debt overhang” theories,
which show us that most likely, the debt will be higher than the country’s repayment ability, and expected
debt service costs will discourage further domestic and foreign investments, and will harm the economic
growth. Potential investors will fear to invest as they will consider that if a country produces more, it will be
taxed by creditors to service the external debt, and thus they will be willing less to incur costs today for the
sake of increased output in the future. This argument claims that large debt stocks lead to a lower probability
of debt repayment.

Although the debt overhang models don’t show the effects on growth in particular, but it shows quiet
certain that large debt stocks lower growth partly by reducing investments. Moreover, the incentive effects
associated with debt stocks tend to reduce the benefits to be expected from policy reforms that would
strengthen efficiency and growth, such as trade liberalization and fiscal adjustment. The government will be
less likely to support current costs if it notices that the future benefit in terms of higher output will grow
partly to foreign lenders.

Thereby, some calculations show us that, at a reasonable level of debt. Further borrowing would be
expected to have a positive effect on economic growth. Others claim that large accumulated debt stocks may
be a barrier to growth. Both these considerations combined together imply that debt is likely to have a
neutral effect on growth.

Although the “over hang” theory cannot provide an implicit overview of external debt impact over
economic growth, we can analyze the Debt “Laffer Curve” (see fig. 1). As the peak of the Debt “Laffer Curve”
shows us the point at which rising debt stocks begin acting as tax on investment or other activities upfront
costs in exchange for future investments, the peak also can be the point at which the debt begins to have a
negative marginal impact on growth.

The external debt is in a tight relationship with the economic growth. To prove this, we will use several
analyses of various debt indicators that take into account the fact that a significant part of the external debt
is narrowed at an interest rate below the market rate. It is important because most studies considered debt
ratios, such as exports to GDP in nominal terms, meaning that the actual amount they will repay in the future
is less than the face value of the debt. To particularly analyze the debt overhang effect with the help of the
debt indicators, it is also included the ratio of debt service to exports to control for any displacement effects
arising from resources spent on debt service instead of investment or growth strengthening of domestic
spending. The debt has indeed an inverted U curve with the growth. When countries open up to foreign
markets and start borrowing, the effect on growth is likely to be positive from start. As debt ratio increases,
eventually additional debt arises which slows the growth even though the overall debt level continues to
provide a positive contribution towards growth. Thus, the peak can be considered as the maximum level of

debt. Afterwards the debt goes below zero and creates a negative effect towards growth (see fig. 1).
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Figure 1. Debt Thresholds
Source: Made by authors in base of [10, PATILLO, C, RICCI, L., 2002].
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By analyzing the fig. 1, we can notice two critical points. The one where we can identify that at the
point B, the overall contribution of debt toward growth becomes negative at 160-170 percent of exports and
35-40 percent of GDP. The marginal impact becomes negative at about half of these levels. In particular, it is
interesting to denote that countries which benefit from concessional lending are those already which have
excessive indebtedness.

The ratio of External debt to GDP is a structural factor influenced by different indicators: the size of
the country, the level of economic development and level of economic and financial integration. Countries
that are less developed and didn’t participate in the globalization or in integration programs have the lowest
levels of this indicator. Usually, the critical value of this indicator is at 80%. With the help of this indicator,
we can classify the countries in three different categories approved by the World Bank [2, 2000]:

» less indebted countries - TED/GDP < 48%;

» moderately indebted countries - 48% < TED/GDP < 80%;

> highly indebted countries - TED/GDP 2 80%.

For this indicator is very important the marginal rate of debt growth in relation to the rate of growth
of Gross Domestic Product. For timely servicing of external debt economic growth rate should be higher than
the growth rate of external debt in the current year.

If the economy grows slowly, the government will have to implement some serious adjustments.
Whether this really leads to inflation, this depends very much on the monetary policy response. As much as
the central bank will maintain the price stability as an objective, any increase of the borrowing will require
fiscal adjustments. The relationship between the fiscal and monetary policy is very strongly bounded. This
bond describes the relationship explains the long term interest burden and the primary surplus that has to
be gathered if the real interest rate is higher than the real economic growth rate. Differently, solvency would
always be present. To remove the sovereign default, the interest problem has to be covered by government
surpluses gathered in the future. Any increases in the debt ratio, for example an increase in the ratio of the
interest rate to the economic growth, will require adjustments, either in the form of higher taxes or reducing
the total spending of the country.

The external debt has also an impact on the central banks. If the external debt will grow constantly,
the central bank will have to increase the monetary supplies, the monetary base and the level of total
reserves also in a relationship with a constant increase of the inflation rate. This process will lead to an
increase in revenue from non-interest bearing money creation. Such a shift in policy will be inevitable in the
future is enough to lead to an increase in the price level. The real gains from an increase in the inflation rate
are rather limited: Revenues generated from non-interest bearing money creation has only a small part from
the total revenues of the country. In addition to the idea provided above, an increase in the price level will
also decrease the demand for the central bank money.

The price stability can have a significant impact on the economy in the long run. As long as the
participants count on price stability, the nominal and real interest rate will also remain low, even if the
inflation is quiet high, it will make the external debt manageable for the government. However, high inflation
is expected to persist and nominal interest rates will rise sharply because the financial market asks a
premium on the risk of asset devaluation through inflation, the high real interest burden can lead to solvency
jeopardy. The pressure of the monetary shift to an inflationary policy mounts will lead to an increase in the
government’s debt ratio.

An inflow of the capital, regardless of where it comes from, will have one or more of the
following effects:!

» Increasing of the level of foreign investment;

» Increasing of the capacity of obtaining the foreign currency by the respective country, meaning the
increasing of the exports or reducing of the imports by means of appropriate investments;

» Incorporation into the investments that do not directly increase the ability to obtain currency
(example: in construction);

1Bacescu-Carbunariu Angelica; Condruz-Bdcescu Monica, Dependenta riscului de tard fata de nivelul
datoriei externe, Revista Romdna de Statistica, Nr.10/ 2012
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» Financing of the speculative activities such as property and stock (including imported stocks);

» Offsetting of the private capital outflows due to the political fears or monetary speculation;

» Increasing for the government, of the opportunities to avoid the major economic policy
transformations such as reducing domestic demand, liberalizing domestic capital markets, encouraging
domestic savings or reducing budget deficits;

» Supporting of the consumer spending for medium-sized classes, which are more demanding for
imported goods;

» Creating of the sources for military spending;

» Provision of the project or of the other highly profitable businesses that are legally or otherwise
intended for government supporters.

To alesser extent, in most of the countries, we observe a combination of the presented effects. Extreme
care should be taken in structuring of the external debt, whether it be its maturity, the currency of the loan
or the interest rate. A wrong structure of the external debt is perhaps the most important factor in triggering
or accentuation of an economic crisis.

II. The external debt: a generator of economic crisis or economic solution in the Republic
Moldova

The Republic of Moldova, as well as other states, call to the foreign loans when domestic savings are
insufficient to finance the national consumption and investment. External credits allow the imports to
exceed the exports, leading to budget deficit financing and thus delaying important investment projects.

External credits contribute to the acceleration of economic growth, but it is not to be neglected that
the country must repay the contracted loans and the related interest.

It is very important for our country to determine the optimal level of indebtedness that the economy
can bear. That is why the external debt should be contracted in strict accordance with the needs of the
economy, and borrowed loans should consider its reimbursement capacities to avoid the liquidity or
solvency crisis.

The external debt of the Republic of Moldova registered an upward trend during the analyzed period,
namely an increase from 6 463,89 million USD in 2014 to 7 464,65 million USD in 2018 (see fig. 2).
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Figure 2. Gross external debt in dynamics, in million USD and %
Source: In base of data retrieved from www.bnm.org
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The gross external debt of the Republic of Moldova consisted 65,2 % of the total GDP at
the end of 2018, compared with the ratio of 72,1% in the previous year. If analyzing the evolution of
the external debt of the Rep. Moldova, we observe that it started to increase since 2006 followed by a
sharp drop in 2008, afterwards rocketed up the next year to 78.82% from the total GDP [3, IORDACH],
V., CIOBU, S., 2019]. The rate remained practically constant during the years. The highest rate of
external debt towards GDP we can notice at the end of 2015, 78,4 % of the total GDP which is high
rate, and as discussed above, we can firmly say that Moldova is a highly indebted country.

The external debt of the Republic of Moldova cannot be considered huge that will lead to
an economic crisis. Still, it is above the external debt sustainability level and it can be carefully
managed in order to avoid unpleasant economic situations and also budgetary deficits.

To service the external state debt in 2017, the amount of 91,1 million USD (which is the
equivalent of 1687,6 million lei) was spent, or with 21,5 million USD (+31,0%) more than in 2016 (see
table 1). Of the total amount of the expenses destined to service the external state debt, 71,7 million
USD (the equivalent of 1329,7 million Lei) constitutes the reimbursement of the principal amounts
and 19,4 million USD (the equivalent of 357.9 million lei) - the service of external state debt, which
includes the payment of interest and related commissions. Compared to 2016, the servicing of the
external state debt registered an increase both at the repayment of the principal (+ 16,4 million USD/
+29,7%) and at the payment of the related interests (+ 5,1 million USD / + 35,9%) [5, 2018].

Table 1
Evolution of expenditures for servicing the external state debt in 2015-2017, mil. Lei

1 2 3 4 5=4-3
Serv1c1ng.the external state debt, 974,0 1392,0 1687,6 295,6
out of which:
Repayment of principal amount 724,3 1107,3 1329,7 222,4
Payment of interest and 249,7 284,6 357,9 73,3
commissions
State debt service growth rate,% +76,3 +67,5 +10,4 X
GDP growth rate, % +9,4 +10,5 +11,1 X
State budget expenditures growth 12,6 +73 +9,9 <
rate, %

Source: Decision nr. 25 from 28.05.2018 on the Report on management performance audit of the public
sector debt in 2017 [online]. Available on:
http://lex.justice.md/index.php?action=view&view=doc&lang=1&id=376291.

The summary of the expenditures intended for servicing the external state debt in the years
2015-2017 is presented in table 2.
Table 2

Service of the external state debt in 2015-2017

2017 91,1 1687,6 71,7 1329,7 19,4 3579
2016 69,6 1392,0 55,3 1107,3 14,3 284,6
2015 51,8 974,0 38,5 724,3 13,3 249,7

Source: Decision nr. 25 from 28.05.2018 on the Report on management performance audit of the public
sector debt in 2017 [online]. Available on:
http://lex.justice.md/index.php?action=view&view=doc&lang=1&id=376291.

The increase of the expenses for servicing the external state debt is caused by the increase of
the payments destined for the repayment of the principal amount, as well as by the beginning of the
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repayment of the loan (tranche 3) granted by the IMF to support the budget in 2010 (76,2 million
Lei), of the loan (tranche 1) granted by Romania in 2015 (158,0 million lei) and the loan (tranche
3) granted by the EIB for the implementation of the project "European Roads" (11,2 million lei).

When developing countries pay their interest rates and maturity rates on contracted
loans, they often sacrifice the development of the education or health systems, economic
growth and raising the standard of living of citizens. It is essential for the borrowing country
that contracted and used external loans contribute to the development and modernization of the
economy and investment in infrastructure and not to increase of consumption.

The financial resources should flow from the developed countries to the developing ones, but
it is more and more obvious that this flow has been reversed due to the increasing amounts due to
the repayments of credits contracted in the previous periods. This makes it difficult for developing
countries to show upward growth trends and reduce the poverty.

The foreign loans allow the Republic of Moldova's economy to invest and consume beyond its
domestic capacity, and allow the capital formation to be funded from both internal resources and
resource-attracting by countries with the surplus of the capital. The external lending can lead to a
faster economic growth, allowing more substantial investment to be funded, and mobilizing the
resources available to the country, while giving it a more reserved, prudent and even more efficient
use. They do not contribute to boosting of the economic growth as they are used to fund non-
productive activities or to counterbalance of the excessive capital exports. In this case, these loans
could even exacerbate the pressures on budgetary and balance-of-payments operations.

The idea that should govern the realistic appreciation of the external debt of the Republic of
Moldova is, as with other economic processes, the reporting of the external debt costs to the
advantages resulting from the foreign capital use or, in other words, the reporting of difficulties
arising from the external debt service to the consolidation of the market economy.

A country's external indebtedness is a natural transaction that confers on domestic or foreign
economic agents the realization of mutually beneficial inter-temporal arbitrages that a closed
economy cannot offer. Although they are natural and add to the efficiency of the economic system,
however, the capital flows can lead to a crisis of indebtedness, considering that they create
problems on the one hand and solve them on another hand.

We believe that not the existence of the external debt is a problem for the economy of the
Republic of Moldova, but its size, currency structure and the interest rates; if the contracted debts
record very high levels, their costs can become extremely high, both economically and
socially, culminating in the outbreak of a foreign debt crisis.

Moldova’s risk of debt distress remains low, in the line of year 2017. All external indicators
for public debt remain well below the debt threshold under the baseline, standard bound tests, and
alternative scenarios. Although, as Moldova is most sensible to exchange rates depreciation, and as
there was a sudden increase in other debt creating flows, Moldova’s general public debt dynamics
are projected to remain on a normal path under the baseline scenarios and also under the threshold.
Nonetheless, Moldova needs careful and firm fiscal policy, and has to implement and improve its
structural reforms to ensure the debt sustainability. Because of that Moldova is sensible to
exogenous developments, and banking crisis, debt sustainability is strictly based on sound
macroeconomic management and continuing progress on institutional and structural issues that
would help to open the economy’s growth ability and reduce its vulnerability to shocks. In addition,
the limited development of domestic debt market poses financial risk, considering the country’s
necessity to development and significant dependence on foreign aid in the form of grants and
concessional loans. The country has to implement several policies and put some effort to lengthen
the average maturity of the domestic debt and sink the secondary market.

In the medium term the tendency of covering the state budget balance (deficit)
predominantly from external sources prevails. This development reveals the considerable
dependence of the Republic of Moldova on external creditors and, implicitly, the financial and
structural conditions for accessing foreign funds.

In the period 2018-2020 it is estimated that the Government will benefit from foreign state
borrowing, which will be directed, on average, to 22,9% for the budget support, and for the
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financing of the investment projects - of about 77,1%. At the same time, foreign state loans will be
granted almost entirely by multilateral institutions during this period. The medium-term structure
of external financing by category of instruments is presented in table 3.

Table 3
External financing during the years 2018-2020, according to the baseline scenario
Indicators U/M 2018 2019 2020

External debt financing including: % from GDP 4.8% 4.6% 3.3%
Loans flrom multilateral creditors at % from total 1.8% 1.5% 1.4%
concessional terms
Loar}s from .multllateral creditors at % from total 38.3% 38.4% 32.8%
semi concessional terms
Loa.ns erm multilateral lenders with % from total 5999 60.1% 65.8%
variable interest rate
L:oans. from bilateral creditors with % from total 0.1% 0.0% 0.0%
fixed interest rate

Source: Elaborated by author based on Interactive Database of Government of Moldova [online].
Available on: http://lex.justice.md/UserFiles/File/2018/mo7-17md/program_1148.docx.

The structure of creditors of forecasted sources of external financing reveals the most

important creditors for the period 2018-2020, as follows:

European Investment Bank - 30,6%;

World Bank Group - 28,9%;

European Bank for Reconstruction and Development - 23,3%;
European Commission - 5,6%;

Council of Europe Development Bank - 5,6%);

International Monetary Fund - 4,3%;

International Fund for Agricultural Development - 1,6%);
Government of Poland - 0,02%.

From the previous years, taking into account the constraints imposed by the local financial
market, the Ministry of Finance intends to initiate a transition process, which will start with the
implementation of the S1 with medium-term orientation towards: the possibility of extending the
financing from the creditors bilateral agreements in order to reduce the impact of reducing external
financing on concessional and semi-concessional terms; developing new instruments to be issued
on the domestic market, focusing on expanding their maturity and analyzing the possibility of
issuance of state securities on international markets, thus increasing the attractiveness of the SS
local market but taking into account the implications of the exchange rate in this respect.

At the same time, the Ministry of Finance will continue to maintain a flexible approach to the
process of financing the state budget deficit (deficit) on the local market, in order to ensure the
predictability and transparency of the state securities offer, in order to be able to react promptly to
possible changes in the market trends and investor behavior [8, 2017].

There are other risks which can significantly influence the economy of the country and also
affect negatively the external debt of the country. Here we can list some potential risks that can
arise in the long run in the development process of the country:

» uncertainty about disbursements from official creditors, taking into account the
country's dependence on external development partners;

» failure to implement the originally planned deficit target in the budget;

» global uncertainty about the influence of the monetary policy conduct of the main central
banks of the world (the ECB and the Fed) and the consequences of the referendum in the UK;

» increase of the inflation rate and tightening of the monetary policy of the National Bank
of Moldova;

» depreciation of the official currency exchange rate of the national currency relative to the
main currencies in which the external debt is denominated;

VVVVVYVYVYY
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» political instability and unpredictability of political decisions;

» diminishing national and international credibility for SS investors;

» operational risk, and other risks that can arise during the years.

All the above mentioned risks can have a negative influence on the national economy of the
Republic of Moldova. These risks can lead to major problems in the country, for example the failure
to implement the deficit objectives planned from the start can lead to additional unplanned costs
and also will lead to external debt growth. The country will have to find other sources in order to
cover the deficit gap. In order to avoid such situations or to deal correctly with this risk, the country
has to improve the fiscal policy and to analyze it in correlation with the external debt of the country.
Inefficient fiscal policies can make it difficult to achieve the planned objectives for the upcoming
year and also will cause additional expenses in order to cover the debts. The government has to
make a strict relationship between the external debt and the correct administration of the
government’s liquid assets.

In order to deal with the problem of official exchange rate depreciation in relation with the
main currencies in which the external debt is denominated, the government has to increase the
share of net financing in national currency, which would facilitate the reduction of foreign exchange
exposure, while taking into account the absorption capacity of the domestic market and, in general,
the demand for debt instruments, expressed in MDL. The government has also to apply provisions
to the estimate of the government debt balance and its service costs in the event of significant
fluctuations in the official currency of the domestic currency.

Republic of Moldova has to make big changes in the external debt management in order to at
least maintain the external debt and not to make it grow higher and to be ready to deal with
potential risks that can arise during the time. If the diminishing national and international
credibility for SS investors will arise, it will cause huge troubles for the country. First of all, it will
lead to a decrease in the SS because the investors will lose their desire to invest. In such a way, the
country will not be able to finance its project and also to cover its deficit gap from the existent
sources of funding from the local market. It will have a huge impact on the economic growth of the
country and it will also lead to an increase in the public debt of the country.

CONCLUSIONS. As the external debt of the Republic of Moldova cannot be considered huge
that will lead to an economic crisis. Still, it is above the external debt sustainability level and it
should be carefully managed in order to avoid unpleasant economic situations and budgetary
deficits. The country has to analyze carefully its investment portfolio for the planned projects and
also to compact the projects by giving priority to the most important projects for the national
economy. It will help the government to repay the existing debts from their revenues. Also the
government has to improve their SS securities market, the primary and the secondary market in
order to diversify the potential sources of finance. The government can transform the local financial
market into a stable source of funding for budgeting and also it can diversify the domestic debt
instruments and increasing their attractiveness. It is not necessary only to issue the securities only
on the local market, but to have positive results, the government has to analyze the opportunity and
take the necessary actions to enter the international financial markets by issuing bonds in foreign
currency. The government has to supervise regularly the sustainability indicators of the state debt
so that their dynamics will be within acceptable limits in the medium term and also to analyze the
financial conditions of the newly borrowed external loans, the most optimal variant in terms of
maturity of the loan and interest rate at the negotiation stage, for each individual loan.
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ABSTRACT

In the current context of the redefinition of financial markets due to the challenges generated by
the multi-polarity phenomenon, virtual space becomes the main trading place for financial products,
and our role as a researcher is to identify new financial instruments appropriate to this reality, which is
why we consider that a market trend financial is that of a new network architecture in the virtual
financial space based on nodes of financial interference. Moreover, financial space is a monetary
representation of all other areas that can be identified and defined in society, especially in the economy,
and can be considered as a set of specific financial interconnections with defining characteristics that
determine them. Along with the profound changes in the interconnection of the socio-economic entities,
using the new information channels, more and more often in the discussions of the specialists and not
only a number of monetary issues are debated, in its virtual aspect, respectively the financial risks related
to the virtual space, as well as the degree of "mastery” of information networks. In this context, in this
paper we will try to make a series of contributions on how this financial space is designed — as a complex
network with an adequate degree of risk.

Keywords: finance, financial network, digitization, financial risk and sustainability.

In contextul actual al redefinirii pietelor financiare urmare a provocdrilor generate de fenomenul
multipolaritate, spatiul virtual devine principalul loc de tranzactionare al produselor financiare, iar
rolul nostru de cercetdtor este sd identificdm noi instrumente financiare adecvate acestei realitdti, motiv
pentru care considerdm cd o tendintd a pietelor financiare este aceea ca a unei noi arhitecturi de tip
retea din spatiul financiar virtual, bazatd pe noduri de interferentd financiard. Mai mult, spatiul
financiar este o reprezentare monetard a tuturor celorlalte domenii care pot fi identificate si definite in
societate, in special in economie, si pot fi considerate ca un set de interconexiuni financiare specifice cu
caracteristici definitorii care le delimiteazd. Aldturi de schimbdrile profunde in interconectarea
entitdtilor socio-economice, folosind noile canale de informare, din ce in ce mai des in discutiile
specialistilor si nu numai se dezbat o serie de probleme monetare, in aspectul sdu virtual, respectiv
riscurile financiare legate de spatiul virtual; precum si gradul de ,stdpdnire” al retelelor de informatii.
In acest context, in aceastd lucrare vom incerca sd aducem o serie de contributii asupra modului in care
este conceput acest spatiu financiar - ca o retea complexd cu un grad adecvat de risc.

Cuvinte-cheie: finante, retea financiard, digitalizare, risc financiar si durabilitate.

B HbiHewHeM KoHmeKcme nepeonpedesieHusi (PUHAHCOBbIX PbIHKO8 U3-3a Npo6/eM, NOPOHCOaAeMbixX
(peHOMEHOM MHO20NOSIPHOCMU, B8UPMYA/IbHOE NPOCMPAHCMBO CMAHOBUMCS OCHOBHbIM MeCcmoM
mopzo6/au OUHAHCOBbIMU NPOJYKMAMU, U HAWA PO/b KAK Uccaedogamesis 3aKAH04AeMcsl 8 8blsie/IeHUU
HO8bIX PUHAHCOBBIX UHCMPYMEHIMOB, COOMBEEMCMaylowWux 3motl peaibHOCMU, NO3MOMY Mbl CHUMAEM, YMO
meHdeHyusl (PUHAHCOBbLIX PbIHKO8 — 3MO HOBAsl cemesasl apXumekmypd 8 8upmya/abHOM (PUHAHCOBOM
npocmpaHcmee, OCHOBAHHASI HA Y3/1aX (PUHAHCOB020 émeulamenbecmead. Kpome moeo, @uHaHcosoe
npocmpaHcmeo npedcmasisiem co6otl deHedxcHoe npedcmasieHue ecex dpy2ux 0b.aacmetl, Komopbsle Mo2ym
6bIMb 8bL5I8/1€HbI U ONpedesieHbl 8 06Ujecmae, 0CO6EHHO 8 IKOHOMUKE, UMOZYM pACCMAMpPUBAMbCsl KAK HA60P

1 © Otilia MANTA, ' otilia.manta@rgic.ro, otilia.manta@icfm.ro
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KOHKPemHbIX (PUHAHCOBbIX 83AUMOCBsi3ell ¢ onpedeasiouumu ux xapakmepucmukamu. Hapsidy c aay6okumu
UBMEHEHUSIMU 80  83AUMOCBSA3U  COYUANbHO-IKOHOMUYECKUX —CYOBEKMO8, UCNO/Ib3YHUWUX  HOBble
UHPOpMAYUOHHbIE KAHAIbL, 8Ce Yauje U Yawje 8 QUCKYCCUsiX cneyuaaucmos obcyxcdaemcst He mo/bko psio
JeHedxCHbIX 80NpoCco8, 8 BUPMYAILHOM dCNEeKme, COOMBemCcmeeHHO, (PUHAHCO8bIe PUCKU, CESI3AHHbIE C
B8UPMYA/NbHLIM NPOCMPAHCMBOM, A MAK}Ce CMeneHb «8/1a0eHUs» UHPOPMAYUOHHbIMU cemsamu. B amom
KOHMeKcme, 8 Cmambe paccmampusaemcs ycmpoticmao 3mozo pUHaHCo08020 NPOCMPAHCMBA, KAK C/I0HCHOLL
cemu ¢ adek8amHou cimeneHbH puckKa.
Kawuessle cio8a: huHaHcbl, puHaHcosas cems, oyu@poska, PUHAHCOBBIL PUCK U YyCMOUHUBOCMb.

INTRODUCTION. The financial market is a network of relationships made up of institutions,
flows and instruments that ensure the transfer of financial assets and goods (currency and its
substitutes) from one economic subject to another, which is realized; directly or indirectly, punctually
or cumulatively.

The created financial flows between economic subjects (accounting organizations, institutions)
forms financial circuits where the currency can take different forms of financial assets between two
consecutive exchanges (sale or purchase) of commodity. Financial circuits, which constitute money
transfer channels, carry the currency of payment, saving currency, placement currency, speculative
currency, reserve currency, hedging currency, etc., by activating, balancing, valuing, distributing,
multiplying the currency, creating a multiplicity and diversity of financial markets, interconnected
and integrated into a network.

The main working hypotheses in this article are:

[1. The financial circuit may be represented in the network;

[2. The financial markets within the network are integrated;

[3. Flawless links between risks and performance in financial networks are created.

Relating from the first working hypothesis the financial circuit can be represented as follows:

S1 VAN A1A Az /\A3 VAN A4 AN Sz,

where:

S1, S2 - commodity-money exchange;

A1, A2, A3, A4 - currency flows as a financial asset;

The financial markets within the network are integrated, ie they include and intersect, reunite
and influence, forming a functional unit through a variety of forms.

Financial Markets include the following forms:

- the settlement, payment and payment markets;

- the credit market, which transfers currency by transformation and monetary creation;

- the deposit market, collection by concentration and depersonalization of the currency.

These three forms (segments, components) form the bank market, in its original meaning.

- the money market, with its defining component, the interbank market, to which the central
bank, administered by the central bank, is transferred, the currency that forms the basis (primary
source) of financial flows;

- the financial securities market, ie debts (liabilities, commitments) written in short-term
maturity (<1 year);

- the securities, stocks and bonds market, with long-term maturity, called the capital market;

- the hedging market, derivatives that represent hedging contracts;

- the currency market, on which national currencies (currencies) are changed.

These eight forms of the financial market can be found, depending on the nature and content of
financial instruments (support of financial assets, currency), in a diversity of hypostases, the financial
market segmenting and assimilation, customization and uniformity -they, forming, as I said, a unity
in diversity.

RESEARCH METHODOLOGY

As research methodology, we used classical observation and examination instruments,
research methods based on the basic principles of scientific research, namely: "competence,
objectivity, truth, methodical, demonstration, correlation, evaluation of results, utility and psycho-
moral "(Ristea and Franc, 2013). Procedures based on factual analysis, intensive documentation at
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the level of domestic and international literature, using the databases and the scientific material
existing in the endowment of libraries of specific institutes in Romania and internationally, have been
used. The methodology of the paper has as a direct instrument the collection of data and information
from the literature and from the existing practice in public and private institutions, but especially
scientific articles published on specialized research networks (ResearchGate, Academia.edu, etc.),
published articles in various journals, relevant books in the field of reference, legislation, analyzes
and studies, official documents, and interactive database of the National Bank of Romania, other
relevant sources identified in the libraries: CCFM, Romanian Academy, INCE, IEN, BNR, National
Library, INS, etc. Moreover, we analyzed the documents using the comparative, analytical, descriptive
method, the nonparticipative and participatory observation, the use of a set of informational sources,
the collection of financial data in the established databases. Also, the paper was based on annual
reports, publications, consolidated statistical data provided by the European Commission, the
National Bank of Romania, the European Central Bank (ECB), the International Settlement Bank (BRI),
the European Commission, OECD, published annually. have been processed in order to provide an
overall and analytical picture of the most important changes taking place in the European Union as a
whole, but also globally - considered to be representative of the understanding of the phenomena
studied, and especially in Romania.

RESEARCH RESULTS

The financial space is dual, presenting two often contradictory hypostases: the totality of
entities, channels, stocks and collection streams, on the one hand, and all entities, channels, stocks
and placement flows on another hand. In this context, we propose to analyze the components of the
financial network and a better delimitation of the risks that may arise in such types of networks.

Any company, in order to achieve its short, medium or long term goals, interacts with its social,
economic, natural environment. From a financial point of view, the company's relationship with its
environment can be formalized by appealing to the concept of financial network. In this way, a
financial structure at micro, meso or macroeconomic level can be reflected, identifying the
interconnections between autonomous entities, recognized and identified legally, economically and
socially. On the other hand, the financial space is a monetary representation of all other areas that can
be identified and defined in society, particularly in the economy, and can be considered as a set of
specific financial interconnections with defining features that delimit them.

Network risk (RRT) takes on concrete forms of action, manifestations, typically determined by
the characteristics of the network that are affected by the decoupling, distortion, phasing out,
distortion, weakening of the strength of a financial network feature. Obviously, these forms refer to
the radiant impact of the institutional characteristic of the network, embodied in norms, bodies, rules,
structures, etc. on the interactive features of the network. The institutional grid of the network is the
force, the ability of the interactive feature of the network to negatively influence the performance of
the components?.

Based on these considerations, the global risk of financial networks needs to be assessed in the
current context of challenges in terms of the functionality of the financial network principle.

The complex relationship in which the network risk acts on the performance, the goals, the
functionalities and the potentialities of the network is presented in figure 1, in the form of an impulse
relathionship, justification of working hypothesis 3, respectively flawless links between risks and
performance in financial networks.

1 Mihail D., Manta O. (2017): Architecture of Flows and Financial Stocks - Mechanism and Transmission
Channels, Flow, Transmitters and Receivers, published in Advances in Intelligent Systems Research,
volume 132, Atlantis Press.
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CIR—> CIF—> ICR — IAR—> EjR—> RSM —> PCT

T \_ FRR

DIM

Figure 1. Impulse relationships between risks and performance

The meaning of the symbols is the following:

e DIM = institutional deficiencies of the financial network;

¢ CIR = the institutional feature of the network;

¢ CIF = interactive features of the network;

¢ [CR = network interconnections;

¢ IAR = network interactions (interactive flows;

¢ ELR = network elements;

¢ FRR = network risk forms;

* RSM = risks specific to the financial network;

¢ PCT =losses and costs.

The forms of network risk are as follows:

- The credibility risk is the essential form of risk of the financial network, mitigating or distorting
the trust of the economic subjects in the currency, financial instruments, financial-monetary
institutions, due to the malfunctions, directly or indirectly induced by contagion, immediate or
delayed, with a time lag, all the specific risks and, first, the risk of depreciation of the currency.

Financial networks are irreducible to purely economic reasoning centered on earnings-
oriented economic interest, money transactions, operations and financial flows, relying on the trust
of entities, economic subjects in the financial network, the transaction network, the fiduciary
dimension being vital to the reproducibility of networks and for their continuity over time. Trust is an
integral part of maintaining interconnections and interactive financial flows, especially taking into
account the uncertainty and complexity of transactions.

Winning economic rationality does not cover the space of confidence in the currency, depending
on different factors, economic rationality depending on individual, selfish, competing and confronted
interests on the market, while trust is conditioned by coexistence, social, political, cultural, but also
economic, trusting reciprocity, while economic rationality involves exclusion through competition
(even if the market harmonizes gains through interests).

Trust is an essential property of the coin, an abstract feature of money in general, which does
not imply the stability and validity of the concrete forms of the currency, since confidence in the
stability and validity of a monetary form, a financial instrument, means trust in institutions and rules,
and rules are directly responsible for the administration of this form of currency. In this respect, the
nature of the risks involved in financial transactions, in interactive flows, reflects their unique
character in the modern world, namely that they are generated by man-made institutions.

It can be argued that the credibility risk is not associated with trust in money as a social
institution, but with confidence in social institutions, ie regulations and organizations, which create
and administer specific monetary forms, financial instruments traded on the markets.

The credibility risk in the financial system is determined by economic, but especially extra-
economic conditions, the placement of monetary forms in an environment centered on economic
rationality, the dependence of financial transactions, the interactivity of the financial network of
interests and economic gain distorts and vices the functions of the currency, its transitive potential,
the goals of the network, assuring the concrete forms of the coin of improper, adverse and unfavorable
finiteities and functionalities. In this respect, speculative or derivative financial forms, as quaternary,
forward-looking currencies, are at the same time extreme forms of risk credibility, generating risk,
covering it [4, SHAPIRO, Carl et al., 1998].

- Vulnerability risk is a generic risk of the financial network, due to the inadequate, institutionally
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caused, flow characteristics and financial network, such as reliability, complexity, integration, intensity,
connectivity, affecting the network as a whole, but differentiated on elements, interconnections and
interactions.

Vulnerability expresses the debilitating of the transitive potential of the interactive flows of the
network, favoring the emergence of specific risks, such as exchange rate risk, currency depreciation,
interest rate risk, market risk, especially through the inadequacy channel and the inactivation channel.

The organizational inconsistency of the financial network, the inconsistency of the financial
instruments, the forms of currency in the financial asset hypothesis, the inadequacy of the financial
operations, the rigidization and the temporal or dimensional incongruity of the sources and the
destinations of the interactive flows are institutional causal factors of the vulnerability of the network,
perceived by network participants by diminishing the reliability of flows that may generate liquidity or
solvency risk through volatility of asset prices through the juncture of network nodes [12,
SUNDARARAJAN, Arun, 2008], i.e. financial institutions or markets, which may ultimately lead to
bankruptcy risk and so on.

Institutional causes of monetary network vulnerability may be:

v’ a compositional incompleteness of entities, for example the lack of necessary entities;

v afailure of connections, cumulative or distributive nodes;

v" o lack of functional loop connectors such as guarantee bodies, trade effects, advisory entities,
and network loops to ensure the re-circulation of the inactive, temporary pending currency, such as the
locked currency;

v' the degradation of operational synapses, such as the transformation of deposits, due to the
interactive gap between collection and placement or currency convertibility due to the institutional
irrelevance of monetary forms, such as reserves, surpluses, placements.

The risk of vulnerability is therefore, above all, a risk of institutionalization of the financial
network and derives from the network's inadequacy to environmental conditions, to its requirements
and needs, and in this respect the direct effect of this network risk, the depreciation of the currency in
its form - transactional, interactive, currency risk, is associated with the degradation of these conditions,
with the relation between the internal and the external environment.

-The risk of de-synchronization is a risk of the flows, of their interconnection in the network,
affecting the interactivity of the network, ie its essence, being formally generated by the institutional
regulation and organization of the network, and thus by the way of the network implementation,
and functionally, i.e. the activities, responsibilities and competences of the constituent entities [5,
DIMITRIU, M. etal.,, 2017].

Desynchronization refers to the occurrence of any disagreement, of any kind, between the
network flows, with the following aspects: gaps, gaps, defects and incompatibilities.

Time spans between cash inflows and outflows, between the formation of monetary resources and
liquidity, and their use, transforming them into placements, increasing the stagnation of the coin as an
inactive currency. If some gaps are necessary for financial transactions and interactions, most are
inertial, institutionally determined, often even regulatory, inducing lasting differences, affecting the
fluidity of money, circulation, and currency transformation, usually triggering liquidity and capital risks.

Dimensional differences in the capacity and length of flows, but also in the extensibility and
intensity of the financial network. If, for example, there is a discrepancy between the capacity and the
length of the collection and placement of flows, the risk of de-synchronization can also generate the
liquidity risks, as well as the discrepancy between network extensibility and insensitivity, which will
primarily affect the effectiveness of the network, causing a risk of financial asymmetry, concentration
and rigidisation associated with the insolvency risk of financial entities that, through contagion, can
affect the entire network.

Flow deficiencies due to the circuit of the instruments on the flow, the network velocity, these
streams often result in blockages, being partly responsible for the occurrence of the risk of network
agglutination, with effects on the network interactivity, determining the liquidity and monetary
depreciation, as well as the currency risk [1, SUNDARARAJAN, Arun, 2019].

Instrumental incompatibilities manifested by the inadequacy of the financial instruments to
achieve certain goals or functionalities of the network, their non-adaptation to the transited currency
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aggregates (locked currency, reserves, savings, equity, hedge funds, etc.), or, generally speaking, the
supply of financial and monetary instruments (checks, cash, cards, accounts, etc.) and the demand, and
especially the potential, demand, which expresses the need for economics of instruments, perhaps not
yet operational, and why not yet unthinkable.

The risk of de-synchronization induces a negative resonance in the network, in the case of an
increased dissonance, the network may enter into "trepidation”, the generic expression of this situation,
the risk of vibration, negative resonance being the fluctuation, the agitation of the exchange rate, the
price, the purchasing power of the coin, on a trend of chronic depreciation [2, BELVAUX, Bertrand,
2011].

The institutional causes of this risk are connected and often dependent on economic, social and
political causes (unless we consider monetary policy itself an institution), but it is obvious that the way
of building its financial network, its architecture, its institutional dimensions and adequacy, contributes
significantly to the emergence and maintenance of this risk.

- The agglomeration risk, correlated with the two previous risks, is manifested through the
abundance, segregation and concentration of the currency forms and of the financial instruments on
flux, in certain areas of the network, by regionalization, polarization and conjucturing, phenomena with
different etiologies, institutional inadequacy of the network, creating favorable conditions, especially
through the channel of incapacity, for the occurrence of rate, insolvency, and obviously market, price
risks, financial assets, currency.

Very often, this network risk is associated with insufficient networking of specific elements of the
network, which will provide certain services to the markets and contribute to strengthening its
transparent automata, such as:

v"acontinuous counting of network flows, highlighting crowded and relatively free routes, for
example, the discrepancy between the interbank and the financial or the pay gap, this metering having
a potential for selectivity and potential reorientation;

v functional and operational adaptation of flows to the concrete requirements of interactivity,
by setting up network adapters, analogue clearing houses, transforming financial assets and
instruments, and forms of currency according to market requirements, making these adapters an
integral part of financial markets (such as adapters), liquidity fluidization (factorial adapters), rate
compensation (distributive adapters), etc., taking over some of the current market dysfunctions, such
as speculative ones, which distorts some of these adaptation attributes, and redesigning the market by
integrating it, strengthening its institutional network automation.

v'in an instrumental conversion, trying to achieve this conversiveness interactivity, the
market, as it is conceived and established, is not conversational but marginal or improper, [ would say,
it is forcing little institutional potential of the network. A conversion market, such as the derivatives
market, could be constitutively and institutionally made, in fact, anticipating and conditional this
conversion, but often in a speculative environment, denaturating the functions of the currency, of
monetary forms [9, MANTA, Otilia, 2018].

Managing this network risk is principally a problem of institutionalization and functionally an
issue of evaluation and supervision because the flexibility of the currency, its equitable freedom, should
also be found in its capitalized, financially instrumental forms, between currency-trust, it gives
omniscence to it, and economic judgment, which usually regulates fragmentarily, capital flows, saved
money, contradictions, crisis-generating confrontations that partially reflect the existence of this
agglomeration risk with speculative openings [10, ECONOMIDES, Nicholas et al., 2006].

- The risk of detachment and polarization is the specific network risk that suffers from three
institutional diseases:

v' ignorance, in the sense of disregard or insufficiency of consideration of the environment, due
to the institutional endowment, which gives it some form of knowledge and understanding;

v’ vanity, notin the anthropomorphic sense, determined primarily by the approach of currency,
of monetary forms, in terms of profit-centered economic reasoning, financial entities considering the
currency capitalized as a generator of power and not as a binder between the network and the
environment, bidders and coin applicants, the bank currency, and its financial form, which produces
wealth, denoting for the most part the functions of the coin, perhaps adapting them to distorted forms
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of authentic currency, based on trust; obviously, vanity is reactive, not adaptive, and that is the case of
financial crises, often induced by financial entities, banking in the socio-economic ensemble;

v esoterism, in the sense of the financial sector, especially the banking sector, being hardly
accessible to the uninitiated, this disease being landless, from time immemorial, and partly with
constitutive justifications and, we could say, ontological. The coin being something very sensitive and
omniscient has been called the blood of society, but it has now become a kind of pathology of
appearances, a pathology commanded, authentic, original esoteric, original, disappearing, remaining an
esotericism of complications, often unnecessarily functional functional diversions mimetic esotericism,
but the more sickly and contagious [11, GRANT, Robert M., 2010].

The risk of detachment is manifested by the separation of the financial network from the socio-
economic environment as a whole, from its real markets, including the health, culture, education,
financial network, and sometimes it is in the face of the specific evolution of these human areas how to
build up the guiding principles of its configuration and architecture, so that posting induces specific
risks in the financial network, such as rate and rate, volatility and lack of real coverage, not speculative-
arbitrary, generating furious crises at the local level, regional, hard-to-absorb, loss-making and
environmental costs, but also liquidity risks, ending up with bankruptcy as well as non-financial entities.

The polarization risk highlights the network's tendency to create concetrative poles, financial
centers officially represented by the central bank, which, beyond the coordination and regulatory
attributes, becomes a market operator in the name of monetary policy, conferring confidence in the
currency , in its purchasing power, but also in operative financial centers, which co-ordinates with
money, the financial instruments, the power to influence, to intervene, to sometimes unbalance the
markets in the "order" to balance them according to already esoteric goals, or at least selective beneficial
[6]. Polarization is a phenomenon common to all networks, from mineral, natural to neural and spiritual,
but the polarizing institutionalization of the financial network can have perverse, sometimes
unpredictable effects, polarization contributing to accentuating network risks, financial network
specificities, to the extent in which polarization does not serve the network, the currency, the trust in
the currency, exacerbating, for example, the gain orientation, according to economic reasoning.

A significant effect of postponement and polarization risk, a potential and a real effect, is
generating specific devastating risks is the unparalleled expansion of the value of financial flows compared
to real flows, most financial flows milling down the currencies, obviously for earnings, for the transfer,
rarely converted into real, consuming or investment assets [3, BULEY, Taylor, 2009].

CONCLUSIONS

The five types of network risks developed above do not cover the whole range of risk potential
inherent in the financial network, highlighting only their existence, their specificity and relevance in the
monetary space, as well as their institutional determinant etiology. At the same time, the above
approach wanted to reveal that the credibility risk is paramount, being the generic network risk, the
placement of its currency, its forms and instruments, in a space dominated by economic reasoning,
centered on interest and gain, credibility in the currency, the ability of the coin to perform its original
functions.

Risk Network, the five types of its defined above are generated by both determinants and
conditioning, and they generate direct and indirect effects through specific risks network financial risk
network is placed in a structure of interdependencies, of direct and mediated influences [5, DIMITRIU,
M. etal, 2017].

Financial market infrastructure plays a central role because financial stability is greatly
influenced by the environment in which financial intermediaries operate. As there are cultural
differences, there are also structural differences between countries. Nations have a diversity between
political and economic systems, legal frameworks and tax structures, which play a central role in the
development of their financial systems. Those national influences can certainly interact and certainly
affect practices and procedures in the regional financial markets.

Risks of financial instability are likely to occur from time to time and therefore formulate a well
articulated strategy to address potential financial imbalances should be high on the agenda of central
banks and supervisors [11, GRANT, Robert M., 2010]. Such strategies should cover the following areas:
A coherent policy framework at the macroeconomic level to ensure the implementation of a coherent
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macroeconomic policy framework [7, BLIND, Knut, 2004], essential for maintaining financial and
monetary stability. The framework should be consistent in achieving macroeconomic objectives and
should avoid the accumulation of imbalances that may lead to financial instability.

From the point of view of the personal contributions related to the working hypotheses, we
consider that the determinant element that leads us to the definition of the financial network is given by
the risk of detachment and polarization and that is also the specific risk of the network. Moreover, as
mentioned above, the network is placed in a structure of interdependencies, which causes us to reconsider
the direct influences on the new architecture of the financial market, these will be the subject of continuity
of our research. At the same time, we consider that the working hypotheses are confirmed due to the fact
that both I1.the financial circuit may be represented in the network and I2. The financial markets within
the network are integrated are determinants for I3. Flawless links between risks and performance in
financial networks, and all these lead us to a current integrated and multipolar financial system.
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Human papillomavirus (HPV) is a sexually transmittable virus infection, which is a-necessary risk
factor for developing cervical cancer, first killer for working women in Moldova. Since 2018 Moldova has
modified the screening program and the vaccination program (mainly funded externally). To assess the
performance of the mitigation policy we propose the cost-effectiveness analysis according to 2 already
implemented strategies. (1) Vaccination of a single age-cohort, although vaccinating a single cohort may not
have a substantial effect in other countries with distinct socio-economic situation. (2) Transition to more
technologically advance screening ecosystem (changing from Romanowski to Pap smear), which might not
necessary be cost-efficient in low resource settings (if GDP per capita doesn’t grow substantially at the same
time). (1) We verified that single cohort vaccination is both cost-beneficial (total costs reduction will balance
intervention costs around the year 2040) and cost-efficient (with incremental impact in 20 years perspective
on the level of 2300 EUR/QALY). Moreover, we found out that single year cohort is more beneficial than 5-
years cohort vaccination scenarios in our mathematical model. This behaviour could be explained by a
transitional situation in Moldova (HPV epidemic is near outbreak threshold), still small changes of model
parameters and initial conditions could cause strong effect in the epidemiology. However, a definitive answer
cannot be given with the chosen methodology. (2) Transition between Romanowski -> Pap smear cytology in
screening benefits unquestionably in epidemiology e.g. due to a higher specificity. However, further
maintenance and higher procedure costs could exceed treatment costs, hence intervention costs would
gather an unacceptable share of national resources that are limited and that are dedicated to public health.

Keywords: computational social science, epidemiology modelling, cost-effectiveness analysis, HPV and
cervical cancer.

Virusul papiloma uman (Human Papilloma Virus sau HPV) este o infectie virald sexual transmisibild
si un factor de risc pentru dezvoltarea cancerului de col uterin - cel mai frecvent tip de boli oncologice la
femeile apte de muncd din Republica Moldova. Din 2018, in Republica Moldova a fost modificat programul
de screening si programul de vaccinare (finantat in principal din exterior). Pentru a evalua performanta
politicii de atenuare, propunem analiza cost-eficientd in conformitate cu 2 strategii deja implementate. (1)
Vaccinarea unei singure cohorte de vdrstd, desi vaccinarea unei singure cohorte nu poate avea un efect
substantial in alte tdri cu o situatie socio-economicd distinctd. (2) Trecerea la ecosistemul de screening
avansat din punct de vedere tehnologic (schimbarea de la romanowski la frotiul Papanicolau), care ar putea
sd nu fie necesar din punct de vedere al costurilor in cazul resurselor scdazute (dacd PIB-ul pe cap de locuitor
nu va creste substantial in acel moment). (1) Am verificat faptul cd vaccinarea cu o singurd cohorta este
beneficd atdt din punctul de vedere al costurilor (reducerea totald a costurilor va echilibra costurile de
interventie in jurul anului 2040), cat si costurile (cu un impact incremental in perspectivd de 20 de ani la nivelul
de 2300 EUR / QALY). Mai mult, am aflat cd o cohortd unicd este mai beneficd decdt vaccinarea continud in
modelul nostru matematic. Acest comportament poate fi explicat printr-o situatie de tranzitie in Republica
Moldova (epidemia de HPV este aproape de pragul izbucnirii), totusi modificdrile mici ale parametrilor
modelului si conditiile initiale ar putea avea un efect puternic in epidemiologie. Cu toate acestea, nu se poate da
un rdspuns definitiv cu metodologia aleasd. (2) Tranzitia intre romanowski -> citoplasmd Papanicolau in
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screening beneficiazd, fard indoiald, de epidemiologie, de ex., datoritd specificitdtii mai mari. Cu toate
acestea, intretinerea ulterioard si costurile de procedurd mai mari ar putea depdsi costurile de tratament,
prin urmare, costurile de interventie ar aduna cote inacceptabile in intreaga gamd de resurse nationale
limitate dedicate sdndatdtii publice.

Cuvinte-cheie: stiinte sociale, calcul, modelare matematicd, analiza cost-eficientd, HPV si cancer de
col uterin.

Bupyc nanuasomwi yeaoseka, uau BIIY, nepedasaemblii nh0a108biM nymem, 518/15emcsi 00OHUM U3
dakmopos pucka 015 pazeumust paka wWelku Mamku — 00H020 U3 CAMbIX pACNPOCMPAHEHHbIX MUN08
OHKO/102u4ecKux 3a60/1e8aHUll y JceHuuH mpydocnocobHozo eo3pacma e Pecnybauke Moadosa. C 2018
2oda 8 Pecnybauke Mosdosa 6blia U3MeHeHAd NPOZPAMMA CKPUHUH2A U Npo2pammd 8aKYUHayuu,
@uHaHcupyembvlie 8 OCHOBHOM U3 BHEWHUX UCMOYHUKOS. [l1s1 oyeHKu 3ggekmusHocmu noAUMuUKU
cMsizueHUs1 nocaedcmautl 6bl1 NPed.10HCeH aHAAU3 IKOHOMUYECKOU 3dhheKmusHOCmU 8 COOMBemcmauu ¢
deyms yxce peasiu308aHHbIMU cmpamezusimu. (1) BakyuHayus 00HOU 603pacmHoli zpynnbl, Xoms
8aKYUHAyusi 00HOU Ko20pmbl MOXcem He uMemb CyujecmeeHHo20 3gdekma 8 dpy2ux cmpaHax c
omuuvaroujeticss coyuaabHO-3KoHoMuveckol cumyayuetl. (2) Ilepexod Kk 6osee mexHOA02UYECKU
npodeuHymoli cucmeme cKpuHuHza (nepexod om maska PomaHosckozo k [lan-masky), komopwlii Modxcem
6bIMmb HE00513aMENbHBIM C MOYKU 3PEHUSsI 3ampam 8 yC108UsIX 02pAHU4eHHbIX pecypcos (ecau BBIT Ha dywy
HaceseHusl He 6ydem 00HOBPpeMeHHO cyujecmeeHHO pacmu). Pesysiemamul uccaedosarusi nokasaau: (1)
8aKYUHAYUST 0OHOU KO20pMbl 8bI200HA C MOYKU 3peHUsl 3ampam (CHUMCEHUEe 06WUuX 3ampam no3e0/um
cbanaHcuposams pacxodsl Ha npodusakmuky npumepHo k 2040 2ody) u agpgpekmusHa ¢ mouku 3peHust
3ampam (c donosHUMeEbHbLIM 8030deticmauem vepes 20 sem Ha yposHe 2300 espo / QALY). bosiee moeo,
Mbl 06HAPYHCUAU, YMO 8 Hawlell mMamemamu4eckoli modeau 8aKkyuHayusi 00UHOYHOU Kozopmbl 60.1ee
no/ie3Ha, YyeM Henpepwvi8HAs 8akyuHayusl. Takas cumyayusi moxcem 6bliMb 00BSCHEHA NepexooHoll
cumyayueti 8 Pecnybauke Moadosa (a3nudemusi BIIY 64u3ka k nopozy e6cnblwKu), xomsli Hebosbuiue
U3MEHeHUs1 napamempos Mmodeau U HAYAAbHbIX YCA0BULL MO2ym 0KA3aMb CU/bHOE 6JUsIHUE 8
snudemuosozuu. OOHAKO UCNOAb30BAHHAS MEMO0J0/102Usl He N0380./151em damb 00HO3HA4HbIll omeem. (2)
Ilepexod om mazka PomaHosckozo k yumo.iozuyeckomy Ilan-masky npu CKpUHUH2e, HECOMHEHHO, N0/1e3eH
8 snudemuo.iozuu, Hanpumep, u3-3a 6osiee 8bicokol cneyudpuuHocmu. Tem He MmeHee, daibHelluiee
obcaysxcusaHue u 6osee 8bICOKUe 3ampambl HA npoyedypbl MOZym npesbiCUmb 3ampambul HA Jie4eHUe,
nosmomy 3ampamvl HA NpoPUAAKMUKY cocmasuau Obl HedonycmuMo 8blCOKyK 0010 pacxoda
02PAHUYEHHbIX HAYUOHAIbHbIX Pecypcax, NPedHA3HaYeHHbIX 0151 06UjecmeeHH020 30pa800XPAHEHUSL.

Kaiouesvlie ca08a: svluucaumesnbHble CoyuaabHble HayKU, Inudemuosozuveckue Mooeaupos8aHue,
aHau3 skoHomuueckoll agpgdpekmusHocmu, BITY u pak weliku mamku.

INTRODUCTION. The Republic of Moldova has recently started a battle with health problems as
sexually transmittable diseases and cancers, but due to financial crisis, lack of program coordination,
partly because of a lack of experience, has still a high morbidity and mortality. From ECDC (European
Centre for Disease Prevention and Control) reports [1, 2012] Moldova is a European country with almost
highest cervical cancer risks and classified by WHO (Wold Health Organization) in the field of sexually
transmitted diseases at the level of countries of the third world [2, 2012]. Additionally, we observed
political transformations and beginning of social norm changes in Moldova [3, MOCANU, V,
DUMBRAVENAU, A, 2013] as increase of sexuality patterns in number of sexual partners (second
demographic transition or post-modernist revolution). We would like to model multi-faceted
transmission of diseases [4, ARBYN, M. et al.,, 2009] in the context of determining the best epidemiological
control according to budget possibilities. The optimal preventive guidelines are known: cervical screening
practice, teenagers’ vaccination and sexual education. In developed countries mitigation strategies are so
successful to think even about disease’s eradication soon [5, BRISSON, M. et al., 2016]. However, cost-
effectiveness of the described intervention in resource limited setup is still unknown with high
uncertainty in HPV vaccination, screening, and cancer treatment costs. The purpose of this research is to
prepare the costeffectiveness analysis of new screening and vaccination guidelines already implemented
in Moldova.
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This paper describes epidemiological and financing trends on HPV and cervical cancer in Moldova
according to a new program launched in 2018. Around 800k EUR in 2017-2018 was spent on capacity
building in new screening technology in cytology and another 600k EUR was spent on vaccination in
2018/2019. We want decision makers to be informed about proposition of changes to be made in the
allocation of the health resources required to implement an optimal (cost/effective) prevention program.
Thus we examine: (1) a single year cohort vaccination scenario to test its conditional cost-effectiveness
(possible sensitivity to sexual partner acquisition rates and country economic growth) as well as; (2)
cytology change from Romanowski to Pap (Papanicolau) smears, would not necessary be cost-efficient in
low resource settings.

Epidemiology and fact sheets

Human papillomavirus, or HPV, is a sexually transmittable virus infection, which is not only the
main, but also a necessary risk factor for developing cervical cancer [6, 2012]. The time between getting
infected by HPV and developing a cancer can be twenty years or more, therefore a dynamic model of
human behaviour would be very useful, so that simulations can be made and different scenarios
compared. We observe both behavioural change (sexual partner number increases) and demographical
change (population ageing) [7, LUPUSOR, A. et al,, 2017]. Among the oncogenic HPVs, the most severe one
is type 16, present in about half of all cervical cancer cases. We model one HPV strain (16) and imitate
multi-strains environment. Recent studies have shown that the main safety precaution with respect to
cervical cancer is going to be a combination of vaccination and screening - since only types of specific
vaccines (as for type 16 and 18 in our study) are available and there are as many as 15 oncogenic high
risk HPVs not covered by vaccine used in Moldova.

3 2 "Newborn" to sexuality in Moldova
Deaths due to Cervical Cancer in age cohorts 40000
120
—— 2534 35000
100 g 35-50
>60 "
80 5 30000
o o
8 s
g 60 2
g
§ & 25000
< 40 :
z
20 20000
§ i S
1997 2002 2007 2012 2017 2022 2027 2032 2037 15000
years 1906 2001 2006 2011 2016 2021 2026 2031 203§
year

Figure 1. Selected demographical historical data till 2016 and projection (averaged) till
2036. Cervical cancer death cases in age cohorts {left}. Number of 15 years old girls
entering sexual maturity age {right}
Source: Author’s calculations based on the Institute of Oncology and Statistics Moldova data.

The Republic of Moldova is one of Europe's poorest nations (whenever we use statistics of Moldova,
we mean the Dniester right bank only). Total yearly expenditure on health amounts is limited to just 150
EUR [Fig. 2] per capita (in comparison, the Australian intervention in HPV costs are 8 times higher than
the Moldovan one and at the same time consume 5 times less available resources) and reliable data on
cervical cancer is missing. Some official statements are untrustable due to a well-known corruption
mechanism of reporting "virtual" patients [8, JARYNOWSK]I, A, 2015]. The economic situation over the
past 2 decades has not allowed for the health systems development [9, SKARPHEDINSDOTTIR, M. et al,,
2014]. Till now some statistics differ significantly dependently of data source. Moreover, public health
system in Moldova had no capacity to couple with official screening program till 2017 (women >20y. o.
every 2 years), where more than 700k test should be done yearly (in 2014 there were around 200k unique
cytologies and many sites were already overloaded). Demographically, Republic of Moldova had (in years
1998-2014) a population of 1.4-1.6 million women ages 15 years and older who are at risk of developing
cervical cancer. Sexual active woman cohort (age 15-64) was in range 1.25-1.35 millions [10, 2014]. We
observe both behavioural change (sexual partner increase) and demographical change (population
ageing, but still very young), which both corresponding to second demographic transition since Soviet
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Union collapse. Last 10 years estimates indicate that every year 400-550 (approx. data) women were
diagnosed with cervical cancer and 145-220 (register data) died from the disease [11, 2019]. Estimated
societal cost was around 5000 disability-adjusted life years (DALYs) every year (or 3000 QALY quality-
adjusted life years) [11, 2019; 12, DAVIES, P. et al., 2017]. Cervical cancer ranks as the 2nd most frequent
cancer among women in Republic of Moldova and the 1st most frequent cancer among women between
15 and 44 years of age with the share of 39% of all kind of working age woman cancer cases [12, DAVIES,
P.etal., 2017]. The incidence of cervical cancer, had increased from 2005 to 2009. Data on the HPV burden
is not available, but generalizing old studies with data from other southeastern European countries, 15-
20% of women in the general population have HPV and 80-90% had it in their live [13, ROTTGER, ]. et al,,
2017]. Prevalence of the most oncogenic HPV-16/18 strains is estimated on 25%. Spatial consideration
should be included, while urban/rural sexual behaviour and access to health services differ significantly.

Moldova introduced HPV vaccines in selected subpopulation in 2016 and full coverage of 10 y. o.
girls with support from Gavi in 2018 only [Fig. 4]. First national wide suboptimal screening program was
introduced in 2013 and updated in 2016 to optimal age-range in almost similar schema as we proposed
ayear before [12, DAVIES, P. et al,, 2017]. The majority of cervical cytology was processed by Romanowski
staining technique - standard for the former Soviet Union [14, DAVIES, P., VALUTA, D., 2014].

GDP per capita of Moldova in current EUR

with HPV intervention costs as procent in public expences on health
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Figure 2. The Moldovan GDP patterns (with unpredictable political and economic
situation) {left y axe} and HPV intervention costs - the third health expenditure
- as % in total health expenses {right y axe}
Source: Author’s visualization based on the Statistics Moldova data.

COST-EFFECTIVENESS ANALYSIS

Let consider more precise monetary and populational effects of intervention used in health
economy [15, JARYNOVSK]I, A.,, 2015; 16, 2016]. To do so, we introduce quality-adjusted life-year (QALY)
- ameasure of disease burden, including both the quality and the quantity of life lived. The QALY is based
on the number of years of life and adjusted to health state (where 1 is a perfect health and 0 is death) that
would be saved by the intervention. QALY indicates in the best way the benefits of intervention, because
it is sensitive to current patient age (literally to current life expectancy). The intervention is highly cost-
effective if its incremental cost per QALY yearly [17, DAMM et al,, 2017] is below GDP per capita of given
country (~2.5k EUR for Moldova) or it could be considered as cost-effective if its below 3*GDP (~7.5k
EUR for Moldova) [18, PHELPS, C., 2016]. In previous papers we showed, that targeted vaccination is cost-
effective (the incremental QALY between targeted and no vaccination is less than 4k EUR per QALY in 40
years perspective, however practical implementation could be very difficult), while screening the too old
and too young woman is not cost-effective (the incremental cost per QALY between national and our
scenario was 20k EUR per QALY in 20 years perspective) respectively to Moldova GDP [19, 2014]. It is
important to mention, that cervical cancer incidence probably will be decreasing any way in Moldova -
even with no new additional interventions [20, JARYNOWSKI, A, CERNOV, L., 2018]. Moreover, the
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Moldovan cervical cancer perspective [Fig. 1, 7] looks much better than in other Eastern and Central
European countries [21, DOSEKAN, O., 2010], probably due to recent transition of screening guidelines
from opportunistic to organized at the beginning of the XXI-st century [22, DAVIES, P. et al., 2016], and
because of a relatively young society with increasing knowledge of STI (sexual transmittable infections).

RESEARCH QUESTIONS. Moldova has modified since 2016 the screening program [14, DAVIES, P.,
VALUTA, D., 2014] almost the same as we recommended [15, JARYNOVSK]I, A., 2015] with small difference
in maximum age of screening with 61 instead of 65 which could be an artefact of our age-cohorting
schema. Other analytical research approach as PRIME [23, JIT, M. et al, 2014] and OPTIMA [24,
GOROSHKQO, A. et al., 2015] have provided sufficient cost - effectiveness analysis of standard procedures
as screening and vaccination, however their universal tools (both of them were built to be used in many
counties) do not fit Moldovan specificity in many details. Big intervention in the period of 2017-2020 with
the main objective as reorganization of screening and new vaccination was externally funded in amount
of 1.2M EUR [25, 2017]. The Ministry of Health declared the will to continue the vaccination program
already for years 2019-2025 [26, 2017], but we are not sure about the real financing of this project
(money in amount of 400k EUR are secured for 2019 only [25, 2017]). There is also a strong disbelieve in
the Moldovan society about vaccinations safety issues [27, 2019] with a strong anti-vaccination political
fuel [28, 2018]. There is still an open question about the cost effectiveness of point (single cohort)
vaccinations, because vaccinating single cohort could have no satisfactory effects for the whole population
[29, QIAO, M. et al, 2013]. The real scenarios assuming vaccinating 10 y. o. girls in 2018 was not
implemented by us, because the first effects would be visible too late for simulation time span. We verify
instead a single year vaccination of 14 y. o. girls in 2018, so we can keep projection of costs, demographics
and epidemiology for the next 20 years only. Quadrivalent vaccine (targeting HPV oncogenic strains 16,
18, and also non-oncogenic stains 9 and 11 which cause genital warts) is used in 2018, so we introduced
additionally to previous studies, effects on genital warts (cost of curing and QALY losses). Increase in
cytology cost was also updated due to the change from Romanowski to Pap smear. Vaccination in a single
action of a single cohort has not yet been considered from health economic perspective for Moldova. The
Moldova case cost-effectiveness analysis is also important to be disseminated worldwide [30, EKWUNIFE,
0.L.etal, 2017], due to similar externally founded projects in other Low and Middle Income countries (e.g.
GAVI- the Vaccine Alliance).

Research question 1: Testing possible impact of the new 'single' 2018 year project funded mostly
by external sources - vaccines for cohort of girls born in 2007 ~600k EUR (400k EUR is a financial cost for
program continuation in 2019 with GAVI substitution):

- Estimating incremental costs of adding HPV vaccine in single 2018 to the existing immunization
program (reasonable assumption that Moldova will not continue full coverage vaccinating because of lack
of resources);

- comparing scenarios of “single year vaccination” in full coverage in 2018 against vaccination of
the same amount of girls in the same age butin a 5 year time span (20% of each cohort each year).

Research question 2: Testing the best budget possibilities according to national screening
guidelines since 2018 (Romanowski ->Pap cytology change [31, REBAR, A. et al,, 1982]) with capacity
building [32, REGAN, D., DONOVAN, B., 2016] cost of 800k EUR (also funded mostly by external sources):

1. Comparing scenarios of various procedure costs per unit (pessimistic — with Romanian price in
long term, moderate with Russian price [33, 2019] in long term, and optimistic — no significant
change).

MODEL AND METHODOLOGY AND ADJUSTING REALISTIC SCENARIOS

According to provided information, a model for Moldova was proposed. It is a set of deterministic
differential equations (implemented in Vensim). Stochasticity [34, GEFFEN, N., SCHOLZ, S., 2017] was
introduced in sexual partner matching schema. The model has aggregated the most important path of
infection (heterosexual contacts only), cancer development and prevention scenarios (more than 100
equations and 200 parameters). Demographical dataset from comes from “Population and demographic
processes” Statistical databank of National Bureau of Statistics [10, 2014; 35, 2017]. HPV dynamics
(transmission dynamics via sexual contacts) associated also with the occurrence of cervical cancer
(cancer development) was inspired by Polish model implementation [36, JARYNOWSKI, A,
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SERAFIMOVIC, A, 2014]. Mathematical formulation of HPV related issues have been already carefully
analysed, because its epidemiology has been widely described and modelled in recent years [32, REGAN,
D., DONOVAN, B, 2016; 37, CANFEL, K. et al, 2019]. We have prepared the costbenefit and cost-
effectiveness analysis for various vaccination strategies, various screening programs with control over
other preventive programs (using condoms/sexual education) for Moldova, based on its own
demography (sex/age structure with aging and birth/death processes) [35, 2017] and sexual behaviour
of heterosexual part of population only [38, RAHMAN, Q., 2003]. Population is divided in subcategories
(both man and woman) which are aging, transmitting infection and developing cancer, where newborn
to sexuality means reaching 15 y. o. [Fig. 3].
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Figure 3. Simplified model methodology with main tunable variables screening protocol
and vaccination strategies). Full model in left bottom corner -visualization of this very
complicated model in Vensim (Exportable version can be obtained from Github:
https://github.com/ajarynowski/ HPV_Moldova - free Vensim reader is available from
www.vensim.com)
Source: Author’s own model available on Github.

We used data since 1998 (2002) till 2014 (2017) to adjust model parameters and we project till our
result around 2035 (2038). We use mathematical [39, GRABOWSK]I, A, ROSINSKA, M, 2012] and
sociological concepts [21, DOSEKAN, O, 2010] within complex system methodology. Mathematical
modelling of infectious diseases transmitted by sexual contacts (as HPV) is increasingly being used to
determine the impact of possible interventions (there are dozens of such studies in literature [36,
JARYNOWSKI, A, SERAFIMOVIC, A, 2014; 40, ELBASHA, E.H. et al,, 2007; 41, RYDING, J., 2008]. We have
used probability of infection per a new partner as a main transmission driver. The shape of sexual partner
distribution [42, LILJEROS, F. et al., 2000] was followed from Finish study [43, BARNABAS, P. et al., 2006]
and adjusted by scaling to obtain mean partners number in Moldova. The most unknown demographical
parameter is the increase in partner numbers [44, 2018]. That increase of partner’ acquisition was
introduced as a modifiable variable and tested for few scenarios [44, 2018]. In our model woman are
stratified in 5 years cohorts (stocks) starting form 15 y. o. Effective screening intervals (average interval
between smears) were previously implemented as a variable (more important from cost/effectiveness
analysis) describing healthcare system capacity [20, JARYNOWSK], A.,, CERNOV, L., 2018]. Change of
screening procedures from opportunistic to regular is also represented in effective screening frequencies
[14, DAVIES, P., VALUTA, D., 2014] and costs [fig. 4]. Condom use was also tunable variable, while sexual
education significantly increased in recent few years [45, 2016; 46, JARYNOWSK], A, 2015]. Standard
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model is better described in extended version of previous report [46, JARYNOWSK]I, A, 2015], and new
functionalities are mentioned directly in this paper. The model and its parametrization in Vensim
environment is publicly available: http://github.com/ajarynowski/HPV_Moldova.

Intervention vs total costs of HPV 18&16
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Figure 4. Simplified Moldovan history of pathogenic HPV strains costs. Intervention (int)
costs (sexual education, vaccination, screening) and Total (tot) costs (intervention costs
with mainly cervical cancer treatment as well as other treatment costs of pre-cancer
abnormalities, anus cancer, genital warts)
Source: Authors own projections.

In our calculations we provide economic costs (total expenses), which differ from financial costs
(Moldova Government expenses), because of the importance of foreign aids. Intervention costs (sexual
education, vaccination, screening) till 2017 counts as % of treatment costs. In big investments in
Moldovan Cervical Cancer Program in years 2017-2020 intervention costs (funded by GAVI, World Bank,
United Nations Population Fund - UNFPA, Swiss Contribution - SDC, European Union - UE, etc.) exceeds
treatment costs.
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Figure 5. Selected control variables in model projection ((a) effective infection probability
- condom use, (b) effective screening interval in years, (c) cancer treatment cost in EUR,
(d) sexual partner change rate as multiplicator)
Source: Author's own assumptions.
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RESULTS - RESEARCH QUESTION 1) ROMANOWSKI->PAP SMEARS

There is only a little difference in epidemiology between Romanowski and Pap smear in specificity
[Tab. 1]. Lower specificity of Romanowski can be corrected by repeated Pap test (mainly with borderline
results) [47, DAVIS, P. et al. 2016].

However, there is a substantial difference in cost procedure and Pap smear could be 30% to 90%
more expensive for a single procedure [Fig. 6], but the same time number of procedures would decreased
by around 10%, because there is no need for repetition any more.

Table 1
Characteristics of smears. False Positive rate change-> test repetition
(up to 10% due to unclear result)

Pap 60% 90% 98%

Romanowski 60% 90% ~90 %
Source: Author’s own estimates based on [48, 2013].

While the rising trend in innovative medical technologies (as Pap smear in this case), the chances
for efficiency gains and costs reductions are usually large. However, new technology-enabled models of
healthcare delivery are not always cost-effective. Capacity building (transitional) costs in this case were
covered by foreign sponsors, but equipment amortization and staff cost should be sustain by Moldovan
themselves. We try to anticipate costs per procedure in next 20 years [Fig. 6]. We choose target level of
future price from Romania (as a pessimistic scenario), Russia (moderated scenario) and current price
with most likely interest rate (as optimistic scenario). We assume 15 years amortization period for
equipment (characteristic convey curve shape) [Fig. 6]. Reader must be aware, that currently PCR test
together with liquid base Pap smear is a standard in developed countries, however machine learning
development in image processing for low-cost diagnosis [49, GALLAY, C. et al, 2017] could change whole
landscape in next years.

Smear costs per untit test
10 e
pes /_‘“.x»““’-i e
i . i Cost level in Romania.__
Regime
opt =3
85 transition A : =3
Cost level in Russia 2
(no test Rt e m
& repeation
=R needed) i The most optimistic cost trajectory
Romanowski regime (due to low specificity i s SR T g
around 10% of test are repeated) 1
5.5
Pap regime (3 scenarios of different amortization of
4 new equipment and more expensive diagnostic procedure)
2002 2005 2008 2011 2014 2007, 2020 2023 2026 2029 2032 2035

Figure 6. Smear cost per unit for pessimistic (pes), moderate (mode) and optimistic (opt)
scenarios. In transitional time window (2017-2018) cost per procedure (operational cost)
deceased, because capacity building costs ~800k EUR (training old and hiring new staff,
laboratory equipment etc.) includes partially operational costs
Source: Author’s own assumptions.

Let’s consider baseline scenario, for which Moldova will stay in Romanowski regime. If we assume
that drop-out rate at the level of 20% in repetition tests, there will be around 12 QALY /yearly loses more
that in Pap scenario in 20 years projection. Around 10 cancer cases and 4 deaths could be averted with
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the transition to Pap in 20 years perspective. However, cost comparison is more difficult due to potential
instability of Pap procedure price [Fig. 6], so incremental cost-effectiveness vary from 0 in optimistic to
50k incremental EUR/QALY in pessimistic scenario.

Results - Research Question 2) ‘Single’ cohort vaccination

First of all, we compare the single cohort vaccination against no widespread vaccination at all.
Vaccination is both cost-beneficial (total cost reduction balance intervention cost around year 2040) and
cost-efficient (with incremental impact in 20 years perspective on the level of 2200 EUR/QALY) [Fig. 7].

Totalyearly costs in EUR of cerval cancer with or without single year cobort vaccination Total yearly QALY losts due to HPV related issues with or without single year cohort vaccination

M 5000

o T

35M 3750

25M 2500

1M [L 1250

M 0

1998 Jeirs 2019 2037 1998 years 2019 2037

costs : single year vac qualy tot : sigle year vacc
costs 00 vace qualy tot : no vacc

Figure 7. Comparison of total costs of HPV related issued (interventions, genital warts and
cancers) {left} and QALY losses {right} with and without vaccination in 2018
Source: Author’s own projections.

Thus we examine such a single year vaccination scenario to show its conditional costeffectiveness
in comparison with 5-year cohort vaccination scenario. We assume that 15120 girls has been vaccinated
for both single year cohort and 5-year cohort scenarios two years after and before 2018 [Fig. 8].

Percent of girls vaccinated before reaching 15 y.o. Two scenarious with the same number of vaccinated girls
9

coverage

275

2002 2005 2008 2011 2014 2017 2020 2023 2026 2029 2032 2035
years

point vace continues vace

Figure 8. Vaccination coverage of 15120 girls in both scenarios single year/5-years cohort
Source: Author's own assumptions.
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We found out that difference in number of HPV infections is ~610 and difference in QALY saved is
~ 80 in favour of single year against 5-years cohort vaccination in next 20 years.

Comparing a single year with 5-years cohort in young woman (15-19 y. 0.) we observed the
increase of infection number between a single year and 5-years cohort scenarios in first 1-2 years
(because we started 2 years earlier vaccination in 5-years scenario), then around 2019-2022 there is a
significant reduction in infections, and there is no long term difference between scenarios (due to aging -
moving vaccinated girls to older cohorts). In males, first difference between single year and 5-years cohort
scenarios appears in next 5-10 years (when vaccinated women enter their early 20th years old - the most
sexually active period of their life [33, 2019]).

CONCLUSIONS. RECOMMENDATIONS AND LIMITATION

The optimal preventive guidelines for cervical cancer are known [32, REGAN, D., DONOVAN, B,
2016]: cervical screening practice, widespread vaccination and sexual education. However, interventions
with the highest impact and lowest price should be prioritized [50, KASPRZYK, R. etal., 2010]. In addition,
Moldova - lower middle income country - straggles with challenging demographic processes, like the
ageing of the society [51, GAGAUZ, O. et al,, 2016; 52, GAGAUZ, O, PAHOMI], 1., 2017] and the increase of
sexual activity [53, HRUSCIOV, E., 2017] combined with the unstable economic situation [54, PISCHINA,
T, 2016]. We suggest (according to our simulation) that the official preventive program for cervical cancer
in Moldova is optimal in terms of costs and medical efficiency in vaccination schema and suboptimal in
screening protocols (optimal in medical efficiency only). We present a simplified representation of the
system with around 200 static parameters and additional 20 time dependent control parameters -
variables (such as condom use, effective screening interval, partner’s acquisition rate, cancer treatment
cost [Fig. 5], etc.). We consider different scenarios varying the tunable variables (vaccination coverage
type [Fig. 8] and smear cost [Fig. 6]). Exact parametrization of the model used for this paper can be found
in repository (github). However, reader must be aware, that presented model and parametrization has
been chosen according to a heuristic methodology [55, JARYNOWSKI, A. et al,, 2018]. Although we
explored other models and parameters configuration, we cannot claim, that our model is the only and the
best one for targeting research question 1 (vaccination) and 2 (screening). On the other hand, the main
advantage of our model in comparison with well-established modelling tools already applied to Moldova
(developed by WHO - PRIME [23, JIT, M. et al,, 2014] and sponsored by World Bank OPTIMA []) is its
flexibility. In our model, we can test different scenarios (as cohort vaccination, and smear price dynamics),
which is not possible or feasible in PRIME and OPTIMA, and our findings should be understood as
complementary results only.

The idea of transition from Romanowski to Pap smear cytology (research question 1), is
unquestionable (due to higher specificity of the last). However, further maintenance and higher
procedure costs [Fig. 6] might exceed treatment costs, implying unacceptable share in whole national
limited resources dedicated for public health for intervention costs [Fig. 2, 4]. We found an interesting
paradox, that transition to more technologically advanced health system (changing from Romanowski to
Pap smears), would not necessary be cost-efficient (incremental cost-effectiveness from 0 to 50 k
EUR/QALY) in such low resource settings as in Moldova and unstable GDP growth perspective. Reader
must be aware, that we simplified difference between Romanowski and Pap smears in procedure cost
(trained staff and lab equipment amortization) and specificity (test repetition in Romanowski method)
issue only, even both methods have many variants [57, 2003].

We reopen discussion about vaccination guidelines in low-income countries (as Moldova), where
cost of widespread action could be too high for local governments (research question 2). Vaccination
could be both cost-beneficial (total costs reduction balance intervention costs before 2037) and cost-
effective (with incremental impact in 20 years on the level of 2200 EUR/QALY). Moreover, the single
cohort (point) vaccination (as it was introduced in Moldova) exceeds the 5 years cohort by approximately
610 less infections and approximately 80 less QALY lost in 20 years’ time horizon. The possible
explanation of this nonintuitive behaviour might be because HPV in Moldova is rather close to epidemic
reproduction threshold rate [55, JARYNOWSK]I, A. et al., 2018], still small change of model parameters and
initial conditions could cause strong effect in epidemiology. Main effect of intervention is probably via
men, which avoid infection (mainly around year 2025 - the peak of sexual activity of vaccinated girls) and
will not infect other women. The decrease in infection numbers (and QALY loses in consequence)
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resulting from the ‘single’ teenage cohort HPV vaccination in 2018 might provide protective effects in
heterosexual men through ‘local’ herd immunity [56, DONOVAN, B. et al,, 2011]. This can have an effect
probably while changing partners in Moldova is still not as common as in other countries [57, 2003; 58,
ROSTAS, . s.a, 2014]. However, change in initial conditions and parameter values could diminish positive
effect (e.g. higher partner’s acquisition rate). Another limitation is System Dynamic approach [55,
JARYNOWSKI, A. et al., 2018], so few features as real sexual patterns matching were not implemented.
There is no distinguish of rural and urban population or any spatial resolution [59, BELIK, V. et al., 2011]
in the model, which have impact both on partner’s acquisition and vaccine/screening uptake.
Phenomenon of single cohort vaccination cost-effectiveness must be investigated more carefully in
different methodology (as ABM Agent Based Modelling [55, JARYNOWSK]I, A. et al., 2018]) from presented
one (System Dynamics) to understand role of men in immunisation efficacy for example. Moreover, no
proper sensitivity analysis could be readily performed using the current methodology (limitation of
Vensim software) in presented study, even we have found dependence on changing condition, so only
through ABM - obtained results could be generalized. Another limitation is time horizon for 20 years,
which is already too far for price/demography/technological assumptions and too short to even test
efficiency of vaccination of cohort of 10 y. o. girls (so we could test vaccinating 14 y. o. instead). We have
used aggregated age cohorting [60, ANDERSON, RM., MAY, R.M,, 1992] with 5 years window, which on
the one hand side is a popular approach [46, JARYNOWSK], A,, 2015; HORN, ]. et al., 2013] - on the second
hand it has significant limitations, so year by year analysis could be more proper for single year cohort
vaccination schema.

We recommend continuation of vaccination which is both financial (with GAVI substitute) and
economic cost-effective according to our model. In terms of screening technology transition: there is no
way to go back, however screening costs have to be periodically monitored and national guidelines could
be revisited (if necessary) according to economic situation in Republic of Moldova.
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ABSTRACT

Today, more and more attention is paid to the functioning of organizations, it is placed not only
on the work itself, but on the actors and on those subjective dimensions of the worker. In this social-
working context the psychological techniques and processes aimed at employment in the new scenario
of the globalized society have not yet been studied in all aspects, although its diffusion and importance
for the global economy is evident. Also the psychological contract, widely discussed, is an argument with
insufficient gaps in scientific research, in particular as regards empirical analysis and theoretical
interpretative models. Economic literature has never paid much attention to psychological aspects; on
the other hand, psychosocial literature has often omitted use as a specific research topic, focusing on
traditional placement and outplacement processes. Some scholars, especially from the Anglo-American
school, have emphasized the need to direct research towards an interpretative analysis of the
psychological contract based on empirical data, also considering the results of managerial and
organizational literature. This article focuses on the process of acquiring and transmitting interpersonal
dynamics that characterize the psychological contract with the consequent phases of insertion into the
working world, describing its characteristics and its specific dynamics. It also provides an interpretation
of these processes, adopting a theoretical model derived from the social psychology of interpersonal
relationships.

In the end, the article provides some tips to manage the processes of the psychological contract
with less stress, psychologically speaking and less organizational uncertainties, mainly addressing the
new generations. The purpose of this contribution is to analyze from a psycho-social point of view, the
evolution of psychological relationships between employers and workers, within the new scenario of the
globalized society, opening new perspectives of investigation and study related to the study of human
factors and organizational well-being, work-trust relationships and quality of working preformances.

Keywords: labor market analysis, the psychological contract, psychology of work, Organizational
Behavior, Organizational Psychology, Human Resources.

Astdzi, o atentie tot mai mare se acordd functiondrii organizatiilor, si nu numai lucrului insdsi, ci
si actorilor, precum si dimensiunilor subiective ale lucrdtorului. In acest context social de lucru, tehnicile
si procesele psihologice, care vizeazd ocuparea fortei de muncd in noul scenariu al societdtii globalizate,
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nu au fost incd studiate in toate aspectele, desi difuzarea si importanta pentru economia globald sunt
evidente. De asemenea, contractul psihologic, discutat pe scard largd, este un argument cu lacune
insuficiente in cercetarea stiintificd, in particular, in ceea ce priveste analiza empiricd si modelele
interpretative teoretice. Literatura economicd nu a acordat multd atentie aspectelor psihologice; pe de
altd parte, literatura psihosociald a omis adesea utilizarea ca subiect de cercetare specific,
concentrdndu-se asupra proceselor traditionale de plasare si excluziune pe piata muncii. Unii
cercetdtori, in special din scoala anglo-americand, au subliniat necesitatea directiondrii cercetdrii cdtre
o analizd interpretativd a contractului psihologic bazat pe date empirice, ludnd in considerare si
rezultatele literaturii manageriale si organizationale. Acest articol se concentreazd asupra procesului
de dobdndire si transmitere a dinamicii interpersonale care caracterizeazd contractul psihologic cu
fazele ulterioare de insertie in lumea muncii, descriind caracteristicile si dinamica sa specificd. De
asemenea, oferd o interpretare a acestor procese, adoptdnd un model teoretic derivat din psihologia
sociald a relatiilor interpersonale.

In cele din urmd, articolul oferd cdteva sfaturi pentru a gestiona procesele contractului psihologic
cu mai putin stres, din punct de vedere psihologic, si cu mai putine incertitudini organizationale,
adresdndu-se, in principal, noilor generatii. Scopul acestei lucrdri este de a analiza din punctul de vedere
psiho-social, evolutia relatiilor psihologice intre angajatori si lucrdtori, in noul scenariu al societdtii
globalizate, deschizdnd noi perspective de investigare a factorului uman si bundstdrii organizationale,
relatiilor de incredere in muncd si calitdtii performantelor de lucru.

Cuvinte-cheie: analiza pietei muncii, contract psihologic, psihologia muncii, comportament
organizational, psihologia organizationald, resurse umane.

Cez200Hs 8ce 60./1bliee BHUMAHUE ydeasiemcs: YHKYUOHUPOBAHUIO Op2aHu3ayuil, He Mmobko
camoli pabome, HO U AKMOPAM, d MAkKyce CY6EKMUBHbIM Xapakmepucmukam pabomHuka. B amom
COYUAIbHOM KOHMeKcme pabombl ncuxo/a02uveckue Memodsl U NPoYecchl, HaYye/1eHHbIE HA 3aHAMOCMb
8 HOBOM cCUeHapuu 2/106a4U308aHHO020 00Wecmad, ewe He U3YYeHbl 80 8CeX ACNEKMax, Xoms Uux
pacnpocmpdaHeHue U 3HaveHue 0151 MUpo8oll IKOHOMUKU 04e8UudHbl. Takce wupoko obcyxcdaemcs
ncuxos102uyeckull KOHMpakm, 8AWULC ap2yMeHmoM ¢ doCmamo4HbIMU hpobeaamu 8 HAYUHbIX
ucc1edo8aHuUsIX, 0COGEHHO 8 MOM, YUMo KACAemcs AIMNUPU4eCcKo20 aHaAu3ad U meopemuyeckux modesel
uHmepnpemayuu. IKOHOMUYeCKdsl Jumepamypa Hukozda He y0easind MH020 GHUMAHUS
NCUX0/102UYECKUM achekmam; ¢ 0py2oli CmopoHbl, NCUX0COYUAAbHAS AUMepamypd yacmo Uckanyand
UCNo/Ib308aHUE 8 Kauyecmee KOHKpemHoU memMbvl ucciedosaHusi, ydeasss 0coboe GHUMAHUeE
mpaduyuoHHbIM npoyeccam BK/JANYEeHUS U UCK/AKYEHUs Ha pbiHke mpyda. Hekomopble yueHble,
0COGEHHO U3 AH2/10-AMEPUKAHCKOU WKO.1bl, NOJYEepKUBAIU HE06X00UMOCMb HANPABUMb UCCAe008aHUS
Ha UHMepnpemayuoHHbIU AHA/U3 NCUXO0/102UYEeCK020 KOHMPAKmMa Ha 0CHO8e AIMNUPUYECKUX OAHHbLIX, d
makoice ¢ yuemom pe3y/abmamos ynpas/aeH4eckoll U 0p2aHU3aAyUOHHOU aumepamypsl. Ima cmambus
nocesiujeHa npoyeccy npuobpemeHuss U nepedavu MeMCAUYHOCMHOU OUHAMUKU, Komopasi
Xapakmepu3yem ncuxo/102u4eckull KOHmpakm ¢ noc/1edyrowumu gasamu 8xoxcdeHus 8 pabouuti mMup,
ONUCHLIBASL €20 XApaKmepucmuku u ez2o cheyuguueckyro duHamuky. Imo makxice obechevusaem
UHMepnpemayuio 3mux npoyeccos, NPUHUMAsI meopemuvecKyr Modeb, 0CHOBAHHYH HA COYUA/AbHOU
NCcuxo.102ull MeXC/AUYHOCMHbIX OMHOUWEHUTL.

B 3axkaw4eHuu cmambu npusodsimcsi HeKomopbvle c08embvl N0 YNpas/AeHUr) npoyeccamu
NCUX0./102UYeCK020 KOHMPAKMA C MeHbWUM CmpeccomM U C MeHbulel Op2aHu3ayuoHHOU
Heonpede/ieHHOCMbH), 8 OCHOBHOM AJpPecoB8aHHble HOBbIM NOKOoJeHUIM. lleab daHHOU pabombl -
npoaHaAu3upo8amsb € NCUXOCOYUAALHOU MOYKU 3peHUsl 380/HYUI0 NCUXO/A02UYECKUX OMHOWEHUU
Medxcdy pabomodamensimu U pabomHUKaMU 8 pamMKax HO8020 CyeHapus 2106a1U308aAHHO20 06ujecmsa,
0MKpbIeAsl HOBble NepcneKkmusbl 015 Ucca1edo8aHusl ves08e4ecko2o hakmopda, op2aHu3ayuUoHHO20
6/1a20n0.1y4Usl, OmHOWeHUll dogepusi U Kayecmea pabomol.

Kamwouessie cno8a: aHanu3 pviHka mpyda, ncuxoa02uveckuli KOHMpakm, ncuxoio2us mpyaoq,
0p2aHU3AYUOHHOe hosedeHuUe, Op2aHU3AYUOHHAS NCUX0.102Usl, Yes08eYecKue pecypchbl.
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INTRODUCTION

1.1 Forms and contents of the psychological work contract

According to Anderson, a psychological contract begins when an employee understands that
the organization is obliged to reciprocate somehow what it receives from him. People enter an
organization with values, needs and believes which they think will be deeply taken into consideration,
and that their prosperity will be protected [1, ANDERSSON, L.M., 1996]. The central point of a
psychological contract concerns the exchange of promises and duties whose contents are referred to
psychological aspects not put to evidence [2, MAKIN, P. et al, 1996]. These perceptions and
expectations are part of the employment psychological contract, which coexists together with the
contract formally and legally documented. A psychological contract is oriented to future and it is
dynamic and continuously revised, as it is based on expectations evolving during the business
collaboration that the person begins with the organization [3, MUCHINSKY, P.M., 2003].

Besides, this contract defines what the person expects from the organization in order to obtain
and keep his psychological wealth. The worker believes that the organization has the potential to get
this wealth. The terms of this ‘contribution’ are both in the formal employment contract and in the
psychological one. If one of the two is broken, the person feels to be subjected to unfair treatment [4,
STALKER, K., 2000]. Nowadays there is no agreement about what a psychological contract is
concerned, but there is an agreement about some basic relational elements, as the career
development, the participation to the organization, the certainty of the work [5, ANDERSON, N,
SCHALK, R., 1998].

According to Anderson and Schalk, one of the main functions of the psychological contract is to
reduce employee’s insecurity [5, ANDERSON, N., SCHALK, R., 1998]. A Rousseau’s comparative study
where the contents of the psychological contract and the employers’ were compared, revealed that
while the employees were expecting advancements, workplace safety, development, wages increase,
etc., they were on the contrary asked to be loyal, available to make overtime and extra role duties, a
minimum commitment to be in the firm, and the availability to accept transfers [6, ROUSSEAU, D.M.
1990]. According to other researchers working about the psychological contracts, today the work
safety is no more connected to loyalty. So, high performances do not assure anymore a work safety
[7, CSOKA, L.S., 1995]. For the organizations, loyalty and work involvement have a high value: on the
contrary, for the workers the priority is the work certainty.

The reciprocity principle constitutes a fundamental factor to understand the work connection
by the worker. Of course, the concept of contract recalls the idea that two parts are involved, and that
the reciprocity results by the comprehension and the appreciation of its duties. However, as
psychological contracts exist only in the minds of people, a doubt starts about how this mutuality can
be carried out between the two parts. In a normal legal contract, every part has his own perception
about the contract duties, and the sharing of these perceptions gives mutuality to the parts. Before
the signature of the contracts, which gives a legal value to them, ambiguities or misunderstandings
are clarified and solved by the two parts.

On the contrary, the psychological contracts are different: actually, they are in the mind of the
person, and are not formally negotiated. Only the employee gives substance to this mutuality adopting
two points of view: a) what he is expecting from the organization; b) what he believes the organization
expects from him [8, TURNLEY, W.H., BOLINO, M.C. et al., 2003]. These two perspectives influence his
behavior and, not directly, how the organization works. According to Denise M. Rousseau, the
mutuality is not an essential condition to make the psychological contract exist. She suggests that
believing in the reciprocity the contract could exist, but not the reciprocity as such [9, ROUSSEAU,
D.M., MCLEAN PARKS, J., 1992]. We can discuss if the organization can have an interest in being an
active part in this contract or, more simply, if it can anticipate it. In this case, the satisfaction of the
employee’s expectations can casually occur at the same time with the obligations of a psychological
contract.

Anyway all this does not prevent the organization from understanding which the expectations
about the duties are, and from taking sides by accepting these duties, in order to keep productive and
advantageous relationships with the employees [9, ROUSSEAU, D.M., MCLEAN PARKS, J., 1992]. New
work and organizational dynamics have caused a transition from the so called relational contracts to
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the transactional ones [10, CSOKA, L.S., 1995]. The first ones, in which the relationship between
employer and employee is primary, are based on a common interest and are connected to the social
exchange, implying an exchange of social and emotional resources [11, MILLWARD, LJ,
BREWERTON, P.M., 2000]. They look like a sort of a traditional agreement between employer and
employees, in which all the parts recognize the interests of the counter-part [12, MILLWARD, L],
BREWERTON, P.M., 2000]. Or they can be considered as employment relationships which adopt
policies of a high involvement, reflecting a reciprocal interest aimed at reaching positive results [13,
TSUI, A.S., PEARCE, ].L. etal.,, 1997]. According to Kissler, the relational contracts presume a reciprocal
relationship of dependency between employees and employers and can show a long term
involvement [14, KISSLER, G.D., 1994].

On the contrary, the transactional contracts tend to be static, having a fixed content based on a
subjective interest; tend to identify clear responsibilities and to consider short period relationships
[15, CAVANAUGH, M.A,, NOE, R.A., 1999]. They can be compared to employment relationships focused
on the work, in which the result of the transaction is more important of the maintenance of the
relationship, and are bound to the exchange of economical resources that constitute the primary
incentive [16, MILLWARD, L.J., BREWERTON, P.M., 2000]. Young workers are more inclined to accept
transactional psychological contracts then the oldest ones, as they accept a greater work insecurity,
when being able to control their career [17, HALL, D.T., 1996].

The diffusion of the transactional contracts, above all among young generations, is considered
as an orientation towards a proteiform career, in which the employee has a greater control and
responsibility of his own destiny [17, HALL, D.T., 1996]. Of course, these aspects have an influence on
the content of the psychological contract. A research that studied the passage from relational
contracts to transactional contracts through the study of the perceptions of three family generations,
showed that over the years, perceptions of trust, help and loyalty have diminished during the last fifty
years. This means a wearing away of the relational elements of the psychological contract [18, DE
MEUSE, K.P. etal,, 2001]: indeed, each contract has both relational and transactional elements, so that
we have a reciprocal influence. For this reason a relational-transactional codification has been
proposed, meant as a psychological-based continuum, where the pure forms of each contract are
positioned at each extremity [19, ROUSSEAU, D.M. et al., 1992].

Despite the relational-transactional codification is the main one, we may also have other forms
of contract. Some researchers have proposed a codification that takes into account the dimensions of
degree and balance of the obligations, identifying six types of contract (instrumental, weak, loyal,
strong, unbound, connected to an investment), in which each type shows different levels of emotional
bond and work possibilities [20, JANSSENS, M., et.al., 2003]. The researchers have then produced a
six dimensioned model with these characteristics: not tangible-tangible; near-distant; stable-flexible;
short period-long period; fair-unfair; single-collective [21, SELS, L. et al,, 2004]. Watson introduced
the idea of ideological contract, saying that a personal position, liberal or collective, influences the
judgment about the work relationship, and also the kind of a psychological contract [22, WATSON,
G.W., 1997]. Other researchers say that the ideological position does not define a particular and
separated kind of contract, but only an internal connotation of the contract itself, that is the possible
engagement of a person who tries to pursue a principle or a cause of value.

This task appears as the contribution that the organization has in order to pursue a given
ideological target [23, THOMPSON, J.A,, BUNDERSON, ].S., 2003]. The engagement due to the cause can
increase loyalty, satisfaction and participation to the work organization. These factors confirm a
relational dimension of the psychological contract. Adopting the perspective of the social exchange,
Shore and Barksdale propose a codification based on a reciprocal balancing of the obligations of the
employee and of the employer’s as a form of a relationship stronger and similar to a positive
psychological relational contract [24, SHORE, L.M., BARKSDALE, K., 1998]. Between the two parts,
there can be different needs in this exchange. For example, an individual could have an opposition to
invest in a high specialized professionalism that, in time, could prevent him to count on an external
position, a chance today possible because of the increasing trend of the transnational contracts, which
ask the employees to run more risks in their job. In order to get an exchange able to satisfy the two
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parts, also considering the different interests, the contract should also include the possibility to get
tasks with more responsibilities and remuneration connected to the progress of their career.

A second problematic point could be the resistance of the firm to invest its technical capital of
knowledge in favor of a given worker. Of course, the firm always works hoping to get as soon as
possible an important competitive advantage and to have the guarantee to go on keeping the services
of the employee, at least until the return of the investment. In that case, the employer expects that the
employee remains in the firm the sufficient time for this return, and that leaving the enterprise, he
does not give the knowledge of the firm to his rivals.

In turn, the employee will be available to invest loyally in the firm his career, if he receives the
promise to be employed as a long-standing and strategic worker. In this case, a possible breach of the
contract will be clear only after the two parts have made their investments in the relationship. In
different situations, between the two parts could not be so long a time expectations, and both the
single workers and the organization can friendly separate. For example, thank to their kind of
employment, the managers tend to commit to long term contracts, in which is very important to keep
the employment relationship (a non convertible to cash exchange), while fixed terms workers and
consultants prefer transnational contracts. Actually, we see that the type of work relationship
influences the content of the relational contract [25, MCLEAN PARKS, J., KIDDER, D.L., 1990].

1.2 The influence of the new types of work on the psychological contract

A new interest of the researchers about the psychological contract is in great part fed by recent
changes in which the job market has been involved during the last ten years, influencing in a steady
way the lives of the workers and the organizations’. On the whole, these changes show a marked
orientation to a more flexible market, made of permanent employees, contractors and fixed-term
workers. The first ones are considered the core and the intellective force of the firm; the second ones
as a sort of stable of contractors, and the last ones as just-in-time workers [26, COOPER, C.L., 1999].

The new organization of the market of work implies a greater individual responsibility
concerning the self-development, the career management and more autonomy concerning legal
protection [27, CAVANAUGH, M.A., NOE, R.A., 1999]. With reference to the change of organization,
concerning a repositioning from the production of goods to the production of services, also the
corresponding remuneration is now mainly connected to the market value and less to the position or
seniority of the worker. From an individual standpoint, all these changes have produced many
consequences when compared with the traditional employment. According to Guest, the main
consequences are 1) a reduction of the number of individuals employed; 2) an increase of the
fragmentation and flexibility of the workers in the firms; 3) the urgency and pervasiveness of the
changes; 4) an increasing interest for a balance between life and work; 5) the decrease of the number
of workers who are represented by the institutional systems of negotiation; 6) a decline of the
collective orientation in favor of individualistic solutions [28, GUEST, D.E., 2004].

An interesting Bridges’ analysis shows the meaning of these changes in a historical perspective
where, starting from the XVII century and later with the industrial revolution, the work became a
commitment of tasks, transforming itself in the XIX century into a job. In the XX century these jobs
became careers, and nowadays another change is occurring, that is there is a comeback to jobs and
tasks considered as a commitment of piece works [29, BRIDGES, W., 1994].

This new relationship is backed also by changes concerning the management of the human
resources, where, as an indicator of the attachment, the occupational involvement has substituted the
organizational one, and the traditional bounds between property and labor force are becoming less
definite [30, GUEST, D.E., CONWAY, N., 1999]. The work relationship goes on evolving, and both the
employees and the employers are searching for the basis of a new psychological contract that could
be included and accepted, and that could add value to both the parts, instead of being imposed only
by the organization, so running the risk of a further loss of the personal power by the worker [31,
ROUSSEAU, D.M,, 1996].

Looking at the future, itis no more possible to think, if notin rare cases, of a permanent contract
and of the idea of one only working career as a main model. The companies are today oriented to be
reorganized, joined, rationalized, delocalized and renewed thanks to any form of technological
modernization, contributing to make the work more and more multifaceted. So, also the psychological
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contract between an employee and an employer is destined to be redefined. Researchers show that
these changes are influencing negatively the motivation and the satisfaction of the workers, and
produce an increase of the stress due to the continuous menaces to be dismissed. This last aspect has
an important influence about how a worker behaves, included his trust in the organization [32,
HENDRY, C., JENKINS, R., 1997]. The staff reshaping is considered by the workers a strong violation
of the psychological contract [33, MUCHINSKY, P.M., 2003]. These negative situation has discouraging
consequences not only on the individuals interested by this phenomenon, but also on the rest of the
workers.

What now the enterprises are communicating to the workers is that they will employ people
only until when their capacities and talents are necessary and give an added value to the enterprise.
The managers have destroyed the previous psychological contract, but they have not specified terms
and conditions of the new one. In this way, they have begun a revolution concerning the manifestation
of a new work relationship. The traditional relationship, based on a sharing of values, tasks, loyalty,
engagement and vision, has now disappeared. The social contract between employee and employer,
where the enterprises could ensure an employment and address the careers of loyal troops has gone
to an end forever [34, HERRIOT, P, PEMBERTON, C., 1995].

The change of the focus of the psychological contract depends on some measure by the level of
the work: it will be less evident for people working with a permanent contract, as the managers, but
not for temporary or definite contracts [35, HANDY, C, 1989]. So, three different forms of
psychological contracts have been proposed, which show specific differences in the nature of this
form of contract: a life-style contract for part-time and interim workers; an autonomy contract for
contract workers; a development contract for permanent workers [36, HERRIOT, P., PEMBERTON, C,,
1995]. Also voluntary workers show a new dimension of the work relationship and of the equivalent
psychological contract. Even if not paid, they also form a psychological contract with their
organizations, but their expectations are not so definite as the ones of remunerated workers [37,
FARMER, S.M,, FEDOR, D.B., 1999].

Guest and Conway say that is possible to specify a change in the ‘promises’ that the
organizations make to their employees. They are referred more to the conscientiousness and the
involvement in the work, but less to the stimulating aspects of work and career [38, GUEST, D.E,,
CONWAY, N., 2001]. James and Scott specify the same: involvement is better than passivity, powering
rather than benefits, adaptation to values but not compliance, development of a general competence
but not specialization, competence relocation but not precise functions [39, JAFFE, D. T., SCOTT, C.D.,
1997]. They also show a passage from the management to the leadership/coaching, stressing the
point on the team inter-functional work, which is so preferred to the functional autonomy [39, JAFFE,
D. T, SCOTT, C.D., 1997]. The flatting of the organizations also implies a criticism of the institutional
career paths, which nowadays are become protean and with no precise bounds [39, JAFFE, D. T,
SCOTT, C.D., 1997].

In the present working contest, the psychological contract has two critical functions: 1) it helps
the employers to foresee the contributions given by the employees; 2) it helps the employees to
understand which rewards or recognitions they can expect as a result of their contributions. Besides,
it forms a useful system to describe how a person can interpret the work relationship in a given
moment, giving information how that relationship can be managed, above all in this time, when the
work relationships more and more indicate the independence of an individual and not his co-
dependence [40, GUEST, D.E., CONWAY, N., 2001].

A critical environmental factor in the negotiation of the new work relationship and the new
psychological contract is the trust. Violations of the psychological contract erase this basic element,
causing rage and increasing the level of control. In a place where cynicism is prevailing, trust will be
totally absent, and even strengthening when there have been many violations of the psychological
contract [41, ANDERSSON, L.M., 1996]. Andersson says that cynicism is often common in a job site as
the result of changes of the organization as internal rationalizations and reorganizations [41,
ANDERSSON, L.M,, 1996]. In the organizations where the decisions concerning the employees are
taken unilaterally and with no dialogue, the elimination of the cynicism, the restoration of the trust
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and the reactivation of the psychological contracts can be a very difficult target [42, JOHNSON, ].L.,
O'LEARY-KELLY, A.M., 2003].

When the individuals feel to be not considered value members of the organization, but only
means to get the success of the enterprise, discontent and a motivation decrease are possible. Anyway,
violations of the psychological contract very often have to do with transactional aspects (formation,
benefits, promotions) more than simple relational needs [43, ARNOLD, ], 1996]. Anyway, the
perception of an imbalance in the reciprocity of the contributions, constitutes a cause of conflicts for
the psychological contract.

1.3 Violations of the psychological contract

The break or violation of the psychological contract has consequences both on the single
behavior and on the organizational results. The precondition is that satisfying a psychological
contract produces personal positive behaviors, linked to as many positive results for the organization
too. So, the organization would have a strong interest to give value to the potential content of the
psychological contracts of the employees, both to know and manage the expectations typical of these
contracts. What an individual considers a break or interruption could be considered by someone else
in the same condition as a violation of the contract. The first is less serious, and implies a cognitive
evaluation of the event, while the second is more serious, and produces behaviors and emotional
answers that go over the mere cognitive evaluation. So, the two individuals will have different
behaviors when facing the same event, what underlines the idiosyncratic nature of the psychological
contract [44, FREESE, C.,, SCHALK, R., 1996].

For istance, for an individual a missed promotion in a given time of his life could be considered
not actually harmful for the work relationship, because it could be given in a next future, so the
individual does not undertake particular actions against that decision. In other cases, another
individual, in the same situation, could think to have received a real bad violation of the psychological
contract. All this could induce him to revenge himself of the organization and its interests. It is very
frequent that facts which are first considered only interruptions of the psychological contract, are
hereafter considered, in a different contest, as bad violations. The understanding of the contents of
the contract, and its relationship towards other organizational structures, must be considered
fundamental to manage any violation [45, ROBINSON, S.L.,, MORRISON, E.-W., 2000].

Guest proposed a categorization of the results of the satisfaction and the missed gratification of
the psychological contract, making a difference between aptitudinal consequences (including
reliability, work satisfaction, balance life/work, work safety, motivation, stress) and behavior
consequences (including an intention to remain or leaving, work performance, behavior of
organization citizenship) [46, GUEST, D.E., 2004]. Employer’s violations of the psychological contract
will cause a strong reduction of the employee’s duties which they feel to fulfill [47, ROBINSON, S.L.,
1994]. We can here speak of a feeling of resentment, when describing what they feel after having born
an injustice following the results of an individual which has not found a coincidence with a proper
cognition. The last one is an implicit contract including what a person can expect to receive as a
consequence of his behavior of his performance [48, ORGAN, D.W., 1990]. Wearing away or denying
an expected benefit to which an individual thinks to have a right, to brings to the perception of a
violation or breaking of the psychological contract, mining the individual’s wealth feeling. From a
behavioral point of view all this will produce different solutions: a break of the relationship or actions
which have as their target a compensation of the violation, or the silence, which always means a form
of loyalty and the will to continue the relationship, or destructive behaviors [49, ROUSSEAU, D.M.,
1995].

The perception of a break or of a violation of the contract, depends on the interpretation of the
importance of the event, but it is also influenced by specific differences as affectivity, a sense of equity
and conscientiousness [50, TURNLEY, W.H., FELDMAN, D.C., 1999]. At the beginning, the individual
will judge the event in order to understand if the organization has refused the obligation or if there is
an incongruence in his expectations. The evaluation of the importance of an event can increase his
monitoring of the tangible results of the contract. If the importance of the promises not recognized is
part of what the individual is ready to accept, he will perceive a break of the contract; but if the break
goes on any reasonable negative expectation, it will be prevalent a feeling of violation, and this will
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mean that the individual will behave as follows: He could leave the organization, what he could
actually do; he could complain in order to get a public recognition of the violation; he could also
decide, considering more details, that the new situation is not a menace for him, remaining loyal and
continuing his relationship, but at the same time reducing his involvement. The last probability could
be an effort to know the details of the violation, in order to revenge of the organization, and beginning
to actina harmful way [51, MORRISON, E.W., ROBINSON, S.L., 1997]. Despite all studies have analyzed
till today cases of not recognition of the psychological contract, some researchers have shown a
situation in which the expectations have been gratified in an exceeding way, also showing that in such
cases many problems could arise.

Even a hyper-gratification of the psychological contract can be perceived by the individuals as
a break or a violation of the contract. For istance, while a given autonomy in the work can be
considered one of the expectations of the contract, too much autonomy could be harmful, and the
individual, feeling himself abandoned, could have a bad stress able to increase the perception that the
contract is being broken [52, TURNLEY, W.H., FELDMAN, D.C,, 1999]. Of course, an under gratification
must usually be considered worse than a hyper-gratification. A further reaction to the break or
violation of the psychological contract is the silence of the employees. Their inactivity and a missed
manifestation of reactions must not be considered an implicit agreement of the situation, and in this
case the loyalty towards the organization will be spoiled [53, PINDER, C.C., HARLOS, K.P,, 2001]. A
proactive management of the psychological contract is to be considered important in such a situation.
Making mistakes in the management of the violations of the contract, both for its content and the
process, can cause many negative consequences for the organization, jeopardizing the fulfillment of
the targets caused by a refusal of their engagement and dedication to work, the postponing of the
commitments, the slowing of the work, anxiety and discord [54, BROOKS, 1., HARFIELD, T., 2000].

1.4 Results of the dismissal on the psychological contract

Dismissals and severe reductions of employees in an organization usually are considered
causes of many organization problems. One of the results coming out from the studies on this sector,
is the reaction of the workers who remain in the organization. This phenomenon, also known as
survivor’s syndrome, is considered an important factor regarding the failure of the enterprise targets
after the downsizing of the employees [55, APPELBAUM, S.H., 1999]. Negative reactions can imply
rage, depression, fear, guilt, refusal of risk, distrust, vulnerability, impotence, loss of motivation [56,
NIXON, R.D., HITT, M.A. et al., 2004]. Other phenomena can be an opposition to changes, unwillingness
to sharing information and team work, besides further emotional reactions that rise the negativity of
the employees, influencing negatively the moral sense of the person, in whom takes place the idea
that the dismissals are a betrayal [57, STAVROU, E. et al,, 2007]. Medical studies show an increasing
of endorsed ills and a risk of death for the workers who remain in the firm after a staff reduction [58,
VAHTERA, ]. et al,, 1997].

Anyway, the negative effects are strongly connected to a perception of fracture and violation of
the psychological contract towards the workers on the whole. A feeling of distrust against managers
and bosses rapidly spreads, as they are considered guilty for having made nothing to ‘save’ their
colleagues. According to some researchers, this should be a defense mechanism, through an external
transfer of the responsibility for what has happened, and aimed to face their own guilt feeling as
survivors [59, MANSON, B.]., 2000]. So, in order to minimize such phenomena, it is fundamental the
accuracy by which the organization reduces the employees, and above all the management of the
negotiation of the new psychological contract, and the building of a new work environment, capable
to balance the distrust, with initiatives aimed to favor a reciprocal investment, saving the congruence
between the targets of the ‘survivors’ and the ones of the organization. Of course, a dismissing is
considered the worst menace when managing the employees. If on one side the survivors feel guilty
and ‘different’ to have been saved, on the other side fear to be the next ones on the black list. Severe
interventions with cuts of the personnel, if not progressive in time, will arise the feeling of menace,
with managers’ reactions aimed to centralize their control and with an important reduction of the
involvement in the choices of the enterprise, together with a strong attention on formal procedures
and rules [60, BURKE, R. LEITRER, M.P., 2000].

If the reshaping of the employees is perceived as limited and temporary, also the rigidity of the
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reactions will be limited; if the contrary, if the diminishing of the human resources should be greater,
the rigidity becomes greater too, as a reaction to an increase of the perception of the insecurity and
personal menace. The increase of the stress will produce a greater conflict and irresponsibility and a
lesser organizational involvement [61, LEWIN, ].E., 2001]. The feeling to have lost the control of the
situation, and the insecurity about one’s own work future, will increase the individuals’ stress. The
increasing of the work (more daily hours of work) and the diminishing of holidays days, can
strengthen this reaction, sometimes causing burnout and inefficiency. These reactions are more
evident when the dismissing is unexpected and concentrated in short period of time, with little
communication by the organization, and without any participation of the workers [62, MONE, M.,
1999]. Anyway some studies show the cases of individuals who, after the dismissing, increased their
efforts and productivity: but these are to be considered not durable effects but a mere reaction caused
by fear [63, ARMSTRONG-STRASSEN, M., 2006]. The hidden costs of the organization to dismiss their
employees — when considered a form of strategic rationalization - are often underestimate. In fact,
they produce more problems than solutions, and only rarely they get the financial targets that the
organization expects, as the consequences on the employees affect the general productivity [64,
CARBERY, R., GARAVAN, T.N., 2005]. One of these consequences is the perception of an increase of
the work. Readjusting the organization can signify that the employees from now on will perform tasks
never performed before, and for which they are not ready, both technically and for the information
they do not have.

So, there will be instability in the labor force, above all if a plan capable to drive the employees
in the passage to the new structure is missing. New responsibilities concerning tasks carried out by
colleagues dismissed, will produce burnout phenomena, frustration, a downfall of the employees’
involvement in the organization and of their engagement in favor of the enterprise [64, CARBERY, R,,
GARAVAN, T.N,, 2005]. Also a block of employments or early retirements can induce other workers
to leave or change the enterprise, and they will be above all the most ambitious and productive
workers. The results will be an escape of the best resources, and rapidly also its ‘memory’ will be
cancelled, and only a group of discontented workers will stay, overcharged by work and with a not
proper education for their tasks. Absenteeism and envy for the ones who have succeeded in finding a
better employment or a good retirement will increase [65, KINNIE, N. et al., 2000].

A reduction of the employees changes both social relationships and work conditions. The first
consequence of the increasing of the internal competition (basically provoked by the fear of
uncertainty and by the wish to ‘save’ oneself), will produce conflicts and resentment among
colleagues, caused by presumed racial or geographical preferences [66, KOEBER, C., 2002]. The
perception of the justice of the organization depends mostly by the executive modes of the internal
downsizing plan of the employees. If they perceive the layoff as unfair and incorrect, they will keep
on projecting these judgments on all the contest of the following work, feeding uncertainty and
distrust towards the organization.

The judgments of people who were considered important before the layoff, will influence the
perceptions of other workers about the justice and the correctness of the organization [67,
BROCKNER, ]J., WIESENFELD, B. et al., 1997]. In general, we can distinguish two types of reaction,
according to the mode how the ‘victims’ have been selected, and later treated by the management: a
sympathetic reaction and a non sympathetic reaction [68, THORNHILL, A.S., MARK, N.K,, 1998]. The
first one expresses an identification with the situation of the colleagues unfairly stricken by the layoff,
and causes negative emotions and reactive behaviors against the organization. The force of the
reactions is connected to the previous inter-connection with the ‘victims’, and by the presence of
behaviors, values and experiences shared by the workers. Also being already dismissed favors a
strong sharing of the situation of the colleagues.

On the contrary, a non sympathetic reaction expresses a psychological estrangement from the
situation: what happened was necessary and right; the people involved have been selected in a right
mode, and they have deserved in a way or another what happened to them. In order to reduce their
guilt towards the colleagues dismissed, some employees increase their productivity and engagement,
but it is a short range reaction, a negation behavior or rather a reaction caused by fear and insecurity
about their work future. Some studies underline that the reaction of indifference is more frequent in
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the highest levels of the chain of command [69, CAMERON, K.S., 1994].

On the whole, the redrafting of the employees, rather than renew the system, as desired, creates
on the contrary a series of negative consequences which end with the dissatisfaction and the
inefficiency of the workers, and with low quality services, in turn influencing negatively the judgment
of the customers. The perception of a missed acknowledgment of the procedural justice in the
enterprise, lows down above all the engagement and enthusiasm of the medium management, who is
in charge for executive tasks and for the strategic management of the human resources. The new
behavior will cause a reduction of the initiative and the liveliness of the workers, who stick rigidly to
a status quo position, losing any productive enthusiasm and any chance of a competitive re-launch in
a next future [70, PARKER, S.K. et al., 1997].

1.5 The management of the new psychological contract

The organizations cannot offer anymore a work certainty, but at the same time do not want to
give off the old loyalty and dedication of their employees, which will be promoted through alternative
strategies, above all to motivate their most intelligent employees after the reduction of personnel.
This will need a continuous sequence of negotiations of the psychological contract that individuals
and organizations stipulate during the time of work [71, HERRIOT, P., 1992]. For many firms, all this
needs a change of their management of the organization: from the traditional form of control to the
significance and weight given to the participation, to the team work and to the individual involvement.

It is today evident that a well identified role, symmetric communication, decentralization and a
direct participation about the decisions develop involvement and engagement of the employees [72,
LAWLER, E.E., MOHRMAN, S.A., 1989]. The idea of the employee’s total involvement shows that the
management should grant to the workers both sharing of the risks and rewards [72, LAWLER, E.E,,
MOHRMAN, S.A., 1989]. The management should make an effort to define tasks and structures
capable to allow the individuals to feel satisfied, and express and use their capacities in order to
employ their decision power. Of course, the challenges able to favor a self development are favored
by a high involvement and identification with the organization. So, it is very important that the new
employees could begin their socialization inside the organization through work tasks able to
encourage their development. In order to obtain efficiency and effectiveness, the organization needs
to complete but not to impose its values and tasks against the workers’, so that they could reasonably
to think that if the organization develops, they will have a personal developing too. So, the
organizations must develop a new involvement thanks to the creation of values coming from the
individuals and from the groups, and that are not impersonally handed down from above [73,
ARMSTRONG, M.A.,, 1991]. Only the recognition of intrinsic motivating factors will permit the
employees to be more dynamic, proactive and competitive.

The new psychological contract is based on the hypothesis that the workers will not be
automatically faithful to their firm, but, being professionals, they will oriented to a new type of loyalty,
focused not on the firm but on their own competences. This means that the individuals will be above all
careful to their personal development and to their competences, which make them more mobile from
an enterprise to another [74, KANTER, R.M., 1994]. In order to attract and retain the most qualified
employees, the enterprises can no more entrust to old or traditional methods. Instead of career paths
or the certainty of their work, new types of incentives will be used: from the career, the status and the
promotion to the personal reputation, to the team work and to demanding tasks. The enterprises must
find the way to make the work involving and stimulating, so that it could become a reason to be loyal to
the firm, so becoming a different type of certainty: the employability certainty. It is in fact the promise
that the employee’s abilities will be promoted, and that it will be easier for him to get different tasks.
According to Kanter, above all nowadays, in a time of rapid and continuous changes, this will be the best
promise that an employer could make to his staff [74, KANTER, R.M., 1994].

Many studies show that the workers’ values and expectations are rapidly changing. They more
and more want to be informed about what happens in the organization; they want to understand why
the managers have decided in a certain way; they want to contribute with their ideas and take part to
the decisional process; they want to be autonomous and have important work experiences; they want
to be given value and have a recognition as individuals because of the contribution they give to the
success of the organization [75, O’'REILLY, B., 1994]. Satisfying these expectations, needs to be really
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oriented to a team work, to the empowerment and to the decentralization, besides an important
engagement for an honest and clear sharing of the information concerning the enterprise.

It can be very difficult to be honest for what concerns the uncertainty of the work, but many
organizations have discovered that when they openly share with all the employees their strategic
plans, intentions and results, the engagement towards the organization and the working
performances increase, even if the news is ‘bad’. So the building of a real open culture probably is one
of the most important tasks of the leadership of the next future [75, O'REILLY, B., 1994]. One of the
most significant matters of the new psychological contract, is how to place the eldest clerks when the
enterprises ask continuously their employees to be more flexible to the changes, in a time when
certainty of the work and promoting chances are reducing. An obvious solution seems to offer an
updating to the ones who will be requested to change their role in the organization, or to offer an
outplacement to the dismissing employees or to the ones who decide to leave the organization.
Anyway, not all will be updated or employed again.

A main reason of these limits is constituted by the perceptions that the individuals have of
themselves. The problem is the capacity to change their mentality: they must not only think of their
development or their career, but they should develop a wide range of competences which could give
more value to their profession [76, LESTER, T., 1994]. The main target is the increasing of flexibility,
the competences and the employability of the workers. In the organization it should be necessary to
increase steadily a system able to settle and discuss the workers’ expectations about the work they
make, starting already from the first working day, and then continuing with recurring evaluations in
order to understand the validity of the psychological contract, and renewing it when necessary [77,
HILTROP, ].M., 1995]. As the starting phase of the employment is particularly important for building
up a future employee’s background, it will be absolutely necessary to pay close attention to how the
new employees enter the organization.

A greater part of the new employees tends to work with over-dimensioned expectations [78,
LOUIS, M.R,, 1980]. It should be better to give a realistic preview of their work, in order to show both
enticing and not enticing aspects of an organization, rather than to approach by traditional means,
that try to underline the positive aspects of the organization and minimize the realistic ones.
Beginning a work, disappointed expectations mean a lack of engagement and an increase of the
turnover during the first six months. In a situation where everyone is asked to make their duties as
better as they can, to be fast and efficient, the satisfaction system should recognize the individual’s
contribution, rather than his status.

Besides, as the inter-functional projects are usually temporary and less hierarchical, also the
system of rewards should more dynamical and flexible, thanks to recognitions and remunerations as
bonuses, benefits and so on. These should encourage the employees to better their work and study key
expertise through their participation to inter-functional teams. For this reason, the individuals shall be
trained by counseling and coaching, in order to better carry out their leadership, facilitating the
relationships between different functions and jobs in a working team [79, PFEFFER, J., 1994]. The
transition of an organization towards a new psychological contract, implies the necessity to strengthen
above all the planning of the human resources, and to renew on the whole the working relationship,
paying specific attention both to the redeployment and when the worker will leave the work, in order
to better understand and manage the building and mediation dynamics of the expectations and the
needs of the workers during the working cycle [80, BURACK, E.H., MATHYS, N.J. 1987].
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ABSTRACT

The article presents the results of the sociological study "Parents between the need to work and family
responsibilities” (in baze on 1047 questionnaires with mothers with preschool children and 20 in-depth
sociological interviews), conducted by the Center for Demographic Research of NIER. The purpose of the study
consisted in analyzing the particularities of reconciling the family life and the professional life of mothers with
preschool children, in highlighting the difficulties they face in reintegrating into the labour market after child
care leave and in determining the factors that contributes to facilitating the process of balancing family and
professional life. The results of the study revealed that families face difficulties in establishing and maintaining
a balance between many and sometimes contradictory demands of family and professional life. The interviewed
mothers highlighted a high level of motivation to be employed, but the defining reason for returning to the labor
market is the need to earn money. Depending on the professional and family orientations, mothers with
preschool children can be divided into three categories: mothers who want to combine the work with raising
children (65%), mothers who intend to make a career but do not forget about children (21.3%) and mothers
who prefer to be housewifes and take care of children (13.7%). Although the support of the husband moderates
the relationship between family and professional responsibilities, the results of the study have shown that there
is a tendency for women to take full responsibility of the household and child care. The lack of quality care and
education services for preschool children, the absence of flexible work programs but also the unequal
distribution of family responsibilities contribute to making the work-family life balance a predominant problem.

Keywordes: life-work balance, work-family conflict, sociological study.

In articol sunt prezentate rezultatele studiului sociologic ,Pdrintii intre necesitatea de a munci si
responsabilitdtile familiale” (in baza la 1047 de chestionare cu mame cu copii de vdrstd prescolard si 20 de
interviuri sociologice aprofundate), desfdsurat de CCD al INCE. Scopul studiului a constat in analiza
particularitdtilor de reconciliere a vietii de familie si a vietii profesionale a mamelor cu copii de varstd
prescolard, in evidentierea dificultdtilor cu care se confruntd la reintegrarea in cimpul muncii dupd aflarea in
concediul de ingrijire a copilului si in determinarea factorilor ce contribuie la facilitarea procesului de
echilibrare a vietii familiale si profesionale. Rezultatele studiului au relevat cd familiile se confruntd cu
dificultdti in stabilirea si mentinerea unui echilibru intre numeroasele si uneori contradictoriile solicitdari ale
vietii de familie si a celei profesionale. Mamele intervievate au evidentiat un nivel ridicat de motivatie pentru a
fiincadrate in cdmpul muncii, insd motivul determinant pentru a reveni in cdmpul muncii este necesitatea de a
cdstiga bani. In functie de orientdrile profesionale si familiale, mamele cu copii de vdrstd prescolard pot fi
divizate in trei categorii: mame care isi doresc sd combine serviciul cu cresterea copiilor (65%), mame care
intentioneazd sd facd carierd, dar sd nu uite nici de copii (21,3%) si mame care preferd sd fie casnicd si sd aibd
grija de copii (13,7%). Desi sprijinul sotului modereazd relatia intre responsabilitdtile familiale si cele
profesionale, rezultatele studiului au evidentiat cd se pdstreazd tendinta ca femeile sd-si asume intreaga
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2 © Natalia BARGAN, - nataly_bargan @gmail.com

No.2 /2019


mailto:i_sinchevici@yahoo.com

82 Theoretical and scientifical journal

de vdrstd prescolard, absenta programelor flexibile la locul de muncd, dar si continua distributie inegald a
responsabilitdtilor familiale dintre soti determind faptul cd imbinarea rolurilor profesionale cu cele familiale
rdmdne o problemd predominantd.

Cuvinte-cheie: echilibrul viatd-muncd, conflictul muncd-familie, studiul sociologic.

B cmamve npedcmassieHbl pe3ysabmambl COYUON02UHECKO20 UccnedosaHust «Podumeau mexcdy
Heobxodumocmbuio pabomamb U cemeliHbIMU 06513aHHOCmAMU» (Ha ocHoge 1047 ankem 0151 mMamepell ¢
dembMmu OOWKOILHO20 803pacma u 20 coyuo.102u4ecKux 2/1y6UHHbIX UHMEPBbI0), nposedeHHo20 LleHmpom
demozpagpuyeckux uccaedosaruti HUIHU. L]ess uccaedosaHust cocmosiia 8 mom, 4mobbl NpoaHaIu3uposams
0CO6EHHOCMU coBMeujeHUsl ceMeliHbIX poJiell U npogdeccuoHaIbHOU desimeabHocmu mamepell ¢ dembmu
O0OWKO/ILHO20 803pACMA, 8bIIBUMb MPYJHOCMU, C KOMOPLIMU OHU CMAAKUBAOMCS1 NPU peuHmezpayuu Ha
pblHKe mpyda nocse omnycka no yxody 3a pebeHkoM, U onpedeaumb GaKmopbl, cnocobcmsyoujue
c6a/1aHCUPOBAHHOCMU CeMEUHOU U NpogeccUOHANbHOU HCU3HU. Pe3y1iemamebl uccsiedosaHust nokazaau, 4mo
ceMbU CMAaKU8aomcesl ¢ mpyoHoCmsMuU 8 yCmaHos/1eHUU U noddepicaHuu onpedeséHHO20 6aaaHca Mexcdy
MHO204UC/IEHHbIMU, d NOPOLl U NPOMUBOPEYUBLIMU 3ANPOCAM CeMbU U MpPebo8aHUSMU NPOPECCUOHANbHOU
desimesvHocmu. OnpowleHHble Mamepu NpooeMOHCMPUPO8AaU BbICOKUL YpoBeHb Momusayuu 0/
BK/IIOYEHUS 8 PbIHOK Mpydad, npu 3mom onpedessiroujell npu4UHoLl 8038pawjeHuUst Ha PbIHOK Mpyoa s18.415emcsl
Heo6x00umMocmsb 3apabambvieams deHbau. B 3agucumocmu om npodeccuoHaabHOU u cemMetiHoli opueHmayuu,
Mamepell c 0embMuU-00WKONbHUKAMU MOKCHO pa30eaums Ha Mpu Kame20puu: Mamepu, Komopble Xceaarm
cosmewams pabomy ¢ socnumaHuem demetl (65%), mamepu, opueHmMuUpo8aHHble HA Kapbepy, He 3a0bI8ast
npusmom o demsix (21 3% ) u mamepu, npednovumarowjue 6bims AOMOX033UKAMU U NOCBIMUMb cebs1 3abome
0 demsix (13,7%). Hecmompsi Ha mo, umo noddepicka cynpyea cnocobcmsyem covemaHuio mpyoosoti
desime/IbHOCMU C 8bINOJIHEHUEM CeMeliHblX 06s13aHHOCMell, pe3y1bmamol UccaedosaHusl Nokasaau, 4mo
JHCEHWUHbI NO-NPEXCHEMY CKI0HHbI Hecmu NOJIHYI0 0mMeemcimeeHHOCMb 3a oMaulHee X035lcmao u 3a60my
0 demsix. Omcymcmaue KayecmeeHHbIX ycay2 no yxody U eocnumaHuio demetl dOWKOAbHO20 803pacma,
2UbKUX Npo2paMM HA paboyux Mecmax, d makdxice npodoaxcaroujeecss HepasHoe pacnpedeseHue cemMeltiHbix
06s13aHHOCMell Mexcdy cynpy2amu cnoco6cmayom momy, Ymo 6a4aHc Mexcdy pabomotl u AUMHOU HCUZHBHO
ocmaemcsi domuHupyroweli npo6.1emMotl.

Katouessle cao8a: 6anamc mexcdy pabomoti u cemMetiHoll HCU3HbI0, KOHPAUKM Mexncdy pabomotl u
cembell, coyuo102u1eckoe ucc1edo8aHue.

INTRODUCTION. Family and work are two important focal points in adult's life and are
interconnected. In today's society full of responsibilities and commitments, the relationship between work
and family life has become a predominant problem, given that the balance between these aspects is one of
the fundamental conditions for increasing the return on human capital.

The deep interest in the relationship between professional and family lifes is due to socio-
demographic factors - increase in the number of couples in which both partners are employed, in the number
of single-parent families, but also due to the emphasis on the importance of professional identity for women.
In addition, the fact that the age of formation of families is constantly increasing contributes to the emergence
of the phenomenon of the "intermediate” or "sandwich" generation, consisting of those who have to take
care of an elderly relative while raising small children, studies show that women are more likely than men
to experience this situation [20, ST-AMOUR N. s.a., 2007].

Difficulties in maintaining a balance between professional and family lifes are also determined by the
reduced child care and education facilities, the system of child care and education not beeing sufficiently
developed; by the rigidity of work schedules that do not allow to achieve a balance between professional and
personal life and the continuous unequal distribution of family tasks between husband and wife, family
responsibilities interfering with career development.

The tasks of combining professional and family roles are today the objectives of state social policy. The
Republic of Moldova has a developed legislative framework and actively participates in international
treaties that prohibit discrimination in employment. In the National Strategic Program on
Demographic Security of the Republic of Moldova (2011-2025) it is specified that in order to develop
measures to solve family problems, it is proposed to promote the father's broader involvement in
raising children by granting paid leave of paternity and leave for raising the child with special
provisions for fathers; establishing a flexible work program to facilitate the process of raising
children; ensuring equal payment / remuneration for women and men.
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Also, several changes were made to the legal framework. According to the amendments to the Law on
temporary disability allowances and other social security benefits from July 1, 2019, parents who receive
child care allowances but decide to work will receive both the allowance and salary. The child care leave has
been reformed by increasing the child care allowance commensurate to the reduction of the period of care
leave. Other changes are related to reducing unpaid care leave from 6 years to 4 years and completing the
Labor Code with art. 124" Parental leave.

THE THEORETICAL FRAMEWORK OF THE STUDY. The key concepts used in the present
scientific paper are: work-family life balance, work-family conflict and family-work conflict.

The syntagm "work/life balance" was proposed in 1985, although its use in everyday language has
been sporadic for several years. The balance between these two components means allocating an equal
interval of time to both segments of life, avoiding the disadvantage of one of them. This balance does not
come by itself and is the result of a good organization and discipline, varying according to individual, family,
organizational and societal characteristics. The conceptualization of work-family balance as a conflict is
related to the deficit hypothesis, according to which individuals possess a certain amount of time and energy
that must be distributed between different roles they play.

Researchers Greenhaus J. and Beutell N. [12, 1985] had an important role in conceptualizing the term
of conflict between work and family, establishing that conflict can have three forms: based on time, tension
and behavior. Time-based conflict arises when the pressures in one area affect the fulfillment of the
requirements associated with the other one, the employees do not have enough time to successfully or
comfortably complete all the tasks associated with their work and family. Time-based conflicts arise when
the demands imposed by different roles make time management difficult. Moreover, concerns about one
role may affect the readiness to perform tasks related to another role, even if the person is physically present.
Tension-based conflict results when stress generated during the performance of a role affects how a person
meets the requirements of other roles. Behavior-based conflict refers to the phenomenon whereby a
behavior specific to one role is incompatible with the behavior required of another role. Certain
characteristics that are appreciated in the world of work, such as objectivity and aggressiveness, may be
incompatible with family needs and expectations. There is a need to adjust the behaviors to the context in
which the person is.

Some researchers like Sulea C., Virga D., Galben N. have pointed out that women experience more
work-family conflict based on behavior and family-work conflict based on tension. That is, women cannot
take on the successful behavioral strategies that they adopt at work to solve family problems, and the
tensions in their personal lives tend to generate conflicting states at work. Men experience, to a greater
extent, work-family conflict based on time. That is, they spend too much time at work and have no time
resources for family activities [23, SULEA C., VIRGA D., GALBEN N, 2010].

In the specialized literature two directions of the conflict between work and family are distinguished:
the work-family conflict and the family-work conflict. Work-family conflict occurs when work-related
activities intersect with household responsibilities or when work-related stress has negative effects on
family behaviors. The conflict between family and work arises when family responsibilities impede work
activities or when family stress has negative effects on work performance. Although closely related, they are
conceptually and empirically distinct constructs.

The analysis of literature [1, AHMAD A., 2008] in the field allowed us to identify several sources of
conflict:

1. from the workplace: the ambiguity of roles in the workplace; overcharging; organizational culture;
frequent job related trips; style of time management practiced in the organization; type of job position; job
flexibility.

2. from the perspective of personal beliefs and aspirations: the lifestyle; perfection in work; emotional
health problems; values of the role of life.

3. from the family: needs regarding the assurance of financial or material resources; maintaining and
sustaining interpersonal relationships; involvement in raising and educating children; health problems of a
family member; number of children; life cycle stage; child care arrangements.

An important researched aspect concerns the specific factors related to the evolution of technologies
with implications in generating conflicts between work and family. In the contemporary professional life,
new technologies allow the accomplishment of professional tasks not only in different locations, but also
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outside the official working time. The pressure to meet increasingly tight deadlines, as well as the need to be
permanently available to clients, has led to the extension of the professional life towards the family [25,
ZAHARIA V., GAVRILOAIEI S, 2015]. A study from the Russian Federation also highlighted this issue by
pointing out that mobile devices allow employees to respond quickly, constantly accessing and sharing
information, contributing to increased employee productivity and encouraging cooperation between them.
But the continuous participation in the professional life, in the long term, reduces the productivity because
workers do not have time to rest and to recover and the professional exhaustion increases. Thus appeared
the "right to disconnect", giving the person the opportunity to "disconnect” from the workplace, from the use
of electronic communications, such as emails and messages after the end of the work day [22, SON KH. I,
CHERNOVA ZH.,, 2018].

Data from studies also show that, in general, young people are those who face difficulties in balancing
work and family. Therefore, young people represent the group of employees who most likely seems to be
affected by the work-family conflict. Many of them being newly married and early in their professional
careers have not yet developed the skills to effectively balance the tasks associated with these roles - the
parental/marital and the professional one. This fact indicates the need for more organizational support in
this regard [18, PLATON C,, 2016].

Researchers believe that the conflict between work and family has become an important area of
research for organizations because of the negative effect these conflicts have on the behavior of employees
at work and at home [11, GRANDEY A, CROPANZANO R., 1999; 20, ST-AMOUR N. s.a.,, 2007; 24,
YOUNGCOURT S., HUFFMAN A., 2005]. The consequences of the conflict between work and family life are
complex, reflecting on:

- the employee: high level of stress, physical and emotional health problems (depression, anxiety),
risky behaviors (alcohol consumption), increased marital stress, low career satisfaction, tension, irritability,
frustration, vulnerability, insecurity and poor work performance.

- the employee's children: behavioral and emotional problems.

- at the organizational level: low fidelity to the company, increased interest in changing the job as a
"method" for resolving conflicts, increasing staff turnover, absenteeism and high costs generated by health
problems of employees/medical leave, low productivity [2,2019].

The problems of reconciling family and professional life contribute to the emergence of the "delayed
maternity” phenomenon, meaning that more women employed on the labor market are less likely to become
mothers at a younger age. Conciliation problems are factors that prevent couples from having many children,
thus contributing to lower birth rates. A low birth rate has a negative influence on economic growth as well as
on the stability of social protection systems. International comparisons indicate a positive correlation between
an efficient labor market presence and higher fertility (for example in France and Sweden) [8, 2004].

Recent studies in the field have also focused on studying the wage penalty for motherhood due to the
difficulties of reconciling family and professional life. It has been established that the motherhood penalty
increases with the number of children, especially young children [10, DAVIESA R., GAE'LLE P., 2005; 17,
PILAR CASAL M., BARHAM B, 2013]. This penalty arises because with the birth of children women
interrupt their work experience. Another reason is that maternity and household tasks can leave women
exhausted while working, resulting in decreased productivity. Some women might give up work with higher
wages in favor of family-friendly jobs that allow them to work fewer hours and spend more time at home.
Some researchers - Anderson, Binder, and Krause (2002) have established that the motherhood penalty for
lower-skilled workers is minimal, while mothers with higher education have a 15% wage penalty [17, PILAR
CASAL M., BARHAM B,, 2013]. Other studies have also shown that mothers with higher education receive a
"fine" of 1.5 times higher than those without higher education. The difference in remuneration for mothers
with higher education appears after the birth of the first child, while among the women without education,
starting from the second birth [4, BIRYUKOVA S, MAKARENTSEVA A, 2017].

The theoretical-methodological basis consists of: conflict theory that emphasizes the dynamic nature of
family life and the role of external factors (economy, politics, social structure); development theory, according
to which the family goes through several stages of the family life cycle and the gender theory, according to
which the conceptions and ideas regarding the family life of men are different from those of women, etc.

In the Republic of Moldova, this subject remains insulfficiently exploited. In the 2015-2018 period the
project "Interferences between professional work and private life. Intercultural aspects, local experiences
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and intervention strategies” was carried out within the Faculty of Psychology of the Moldova State
University. Within this project, various aspects related to the relationship between the professional and
family life of employees in the Republic of Moldova were investigated, but from a psychological perspective.

METHODOLOGY OF THE STUDY. The article is elaborated on the basis of the qualitative sociological
study "Parents between the need to work and family responsibilities” carried out during August - October
2018 by the Center for Demographic Research, NIER, during which 20 sociological interviews were
conducted with mothers with children of preschool age (up to 6 years). Also, the article is based on the data
of the quantitative study "Parents between the need to work and family responsibilities” (1047
questionnaires with mothers with preschool children), carried out during February-March 2019. It was
opted to conduct the study only in Chisinau for several reasons: persistence of demographic problems:
increase in the age of women at childbirth; intensification of the phenomenon of postponement of childbirth;
lack of quality preschool education services, especially for young children; in most families both partners are
employed; increase in the number of single parent families; concentration of young population, young
families, families with young children; extensive employment opportunities; high level of education of the
female population.

The purpose of the study consisted in analyzing the particularities of reconciling the family life and the
professional life of mothers with preschool children, in highlighting the difficulties they face in reintegrating
into the labour market after child care leave and in determining the factors that contributes to facilitating
the process of balancing family and professional life.

The general hypothesis of the study refers to the fact that the relationship between the professional and
family life of mothers with preschool children is conditioned by the accessibility of the preschool education
services, economic and psychosocial resources of the family, individual resources (education) and the
flexibility of work programs.

Characteristics of the sample. Out of the total sample, 30% of mothers had children up to 3 years old
and the rest between 3 and 7 years. Depending on the level of training 9.1% of the respondents had
gymnasium and secondary school education, 17.9% post-secondary education (college, professional
school), 5.6% lyceum and 67.3% - higher education. Depending on the occupational status - 59.7% were
employees; private entrepreneur - 3.6%, self-employed 6.6%, unemployed 11.2%, 1.2% - working abroad
and 17.9% were on maternity leave or child care leave. Out of the total number of those employed, 45.3%
worked in the public sector, 50.2% in the private sector and the rest in other sectors (4.5%).

RESEARCH RESULTS. The interviewed mothers showed a high level of motivation to be employed.
45.2% wanted /want to start working again before the child is 3 years old. But the main reason for returning
to the labor market is the need to earn money (Fig. 1). "If there would be someone to support us, | would stay
up to 3 years at home with the child. I am sorry for him, when I have to go to work, he comes to me and does not
want to leave me.”

The communication’s need W 1,7
The fear of losing job M 5,1

The request from employer to return earlier at work [N 11,3

Necessity to be active or have activity/ self-realization
/ to have feelings of necessity to return at work

The need to make money I 66,5

I 153

0 10 20 30 40 50 60 70

Figure 1. Reasons for early return to work after child care leave (in %)
Source: The sociological study "Parents between the need to work and family responsibilities”.
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The study allowed us to elaborate the typology of mothers with preschool children, according
to their professional and family orientations, and their characterization:

Mothers who wish to combine the job with the raising of children (65%) - most of them
had the status of employees; work in the public sector; the activity stage is reduced; most of them
return to work after child care leave. They appreciate that harmoniously combine work with family
life. It was pointed out that most of them consider that they like to work, but do not want a too
demanding professional activity. For mothers in this category, work is just a source of income for life.

Mothers who intend to make a career but do not forget about children (21.3%) - usually
have a higher education level; hold management positions; most of them are active in the private
sector of the economy; the duration of child care leave is short. They appeal to particular child care
services. They admit that are more dedicated to the field of activity than family life. They benefit from
the necessary support/baking of the husband when returning to work. They are very satisfied with
the work they are hired for.

Mothers who intend to be housewifes and take care of children (13.7%) - most of them
have gymnasium, secondary education; have three and more children; most of them occupy execution
functions; predominantly work in the fields of manufacturing and trade; a significant number of them
work up to 6 hours a day. More than half of them changed their jobs after child care leave. The
husband, in most cases, is the main earner of the family and he is also the one who most often makes
the household decisions. They admit that they are more dedicated to children and more satisfied with
their parenting, to the detriment of their careers.

Totally 35.4% of those who returned to work changed their jobs, mainly those who worked in
the private sector of the economy changed their jobs. This aspect highlights the persistence of
increased insecurity in private companies. Thus, some women intentionally choose / give preference
to the public sector to benefit from maternity leave, child care and medical leave. "I know that the
rights to motherhood are not really respected in private companies, that is why I decided to work in
public sector, where the rights of mothers with children are respected. My colleagues made it clear to me
that if  want to have children in the future, then it would be better to leave from here. I have found that
you cannot be a mother in private company in our country”. "l better work in a state institution with a
lower salary, but to be respected, to feel as human, and for individuals with more money being considered
a money-making machine, which, if used, can be thrown away".

Something else

Because of the inconvenient working schedule

The liquidation/dissolution of the former job
| have committed to a higher position at the present job
Because of the low salary

Lack of opportunities for professional growth at the old job  SISEIIIENIEEN

The position was occupied by another person

o

10 20 30 40 50 60 70 80

® Public m®mPrivate ®Another domain ™ Total

Figure 2. Causes of job change (in %)
Source: The sociological study "Parents between the need to work and family responsibilities”
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The data in Fig. 2 emphasizes some problems that are attested in the private environment, such
as occupying the position previously held by other persons contrary to the legal framework that
ensures the retention of the job upon the return from the child care leave and the lack of prospects
for professional growth. In some international studies [5, BUELENS M., BROECK H., 2007] it was also
found that public sector workers face fewer conflicts between personal and professional life than
private sector workers and also have a higher level of satisfaction with family life and more free time.

The results of the study also revealed the problem of the limited possibilities of part-time job
for mothers. Thus, in some situations mothers wanted to integrate into the labour market from an
earlier age of the child, opting for a part-time work, but in the absence of this possibility, they have to
work full time or not at all. "Initially, I wanted to work part-time, that is 4 hours, but I was not allowed.
I was told either full time, or not at all”.

If we interpret the decision to work part-time as a voluntary one, then the increased
possibility of benefiting from such a work arrangement can be viewed as an opportunity for women
to earn income from an activity that can be combined with the fulfillment of the other
responsibilities [16, LEOVARDIS C., NICOLAESCU C,, 2011]. In some situations, part-time work helps
women to balance their family and professional lives. In some studies it has been established that
women who work part time report a higher level of happiness at home and a greater satisfaction
with their children than women who work full time [14, HIGGINS C. et al., 2000].

To evaluate the indicators of family-work and work-family conflict, a literature review was
performed using the scales proposed by Turkish researchers Giircii Erdamar, Hiisne Demirel, which
were translated and adapted. Each question was answered as Never (1), Rare (2), Occasional (3),
Often (4) and Always (5). Given that the family is more important than the work, the value of the
family-work conflict is higher than that of the work-family conflict, constituing 25.4 and 21.92
respectively.

Table 1

The value of work-famili conflict
1. Because I have many tasks and responsibilities at work, I 2,66 1,086
cannot spend enough time with my family
2. Physical and mental fatigue at work makes it difficult to fulfill 2,72 1,043
my responsibilities at home
3. Workplace fatigue decreases my patience with family 2,38 1,073
members
4. Work assignments make me feel tired while fulfilling my 2,66 1,052
responsibilities at home
5.1 can't use the time for homework because of my service. | 2,32 1,087
always postpone doing the housework
6. My professional life diminishes my efforts necessary to fulfill 2,29 1,083
my household responsibilities
7.1 continue to think at home about a problem I faced in the 2,63 1,119
workplace
8. A problem at work makes me stressed and nervous at home 2,44 1,067
9. My duties and responsibilities in the workplace are a priority 1,82 1,158
of my family life
Total 21,92 9,76

Source: The sociological study "Parents between the need to work and family responsibilities”
According to the study, mothers with higher level of education experienced a greater conflict

between work and family than those without higher education. This can be explained by the fact that
people with higher education work in jobs characterized by greater responsibility.
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Table 2

The value of the family-work conflict
1. My responsibilities at home diminish the time and effort [ should 2,01 0,970
devote to professional activity
2. Because | have too many responsibilities at home, I do not put 2,22 1,075
the work at the forefront
3. My responsibilities at home create difficulties in my professional 1,83 0,952
life
4. Family troubles and problems negatively affect my professional 1,81 0,960
life
5. A family problem makes me feel stressed and nervous at work 2,07 1,006
6. At work I continue to think of a problem I faced at home 2,42 1,019
7. Certain situations I encounter at home (guests, illness, a child 2,43 0,994
problem) make my work difficult
8. Domestic tasks reduce the time I have for sleep, which is 2,55 1,140
essential for my service
9. Because of my family responsibilities, I always go to work tired 2,22 1,027
10. Due to my responsibilities in the family, | cannot participate in 2,28 1,128
certain activities related to my professional activity (meeting,
dinner, etc.).
11. My family duties and responsibilities are above my 3,56 1,395
professional life.
Total 25,4 11,66

Source: The sociological study "Parents between the need to work and family responsibilities”.

The data in Fig. 3 shows that the value of conflict for both work-family and family-work
components is higher for mothers who have children up to 3 years old than for mothers who have
children from 3 to 7 years. Researcher Ahmad A. emphasized that work-family conflicts need to be
investigated according to the stage of the family life cycle. Young children are dependent on parents,
especially mothers, which explains this direct correlation [1, AHMAD A., 2008].

Presence of children from 3 to 7 years
25,43

Presence of children up to 3 years

0 5 10 15 20 25 30

u The value of work-family conflict m The value of family-work conflict

Figure 3. The value of family-work and work-family conflict depending
on the age of children (in %)
Source: The sociological study "Parents between the need to work and family responsibilities”.

No.2 /2019



ECONOMY AND SOCIOLOGY 89

The results of the author's study showed that women with young children from Chisinau
municipality face the reluctance and inability of employers to offer them any conditions that would
allow them to harmoniously combine family and professional life. Companies in the Republic of
Moldova are still reluctant to create flexible work schedules. This is argued by the fact that 46.6% of
interviewed mothers mentioned that they face the need to have a flexible working schedule (Fig. 4).
The short and medium term flexibility is expected to solve the problems of episodic childhood
diseases of children. "I feel very much the need to have a more flexible program, so that I can pay more
attention and time to the care of the children. At my workplace I cannot benefit from such luxury in any
form. We have very strict requirements. Probably, I should have another job." However, the flexibility of
the work program is decisive in choosing a specific job, because the employees do not neglect their
responsibilities towards the family.

Impossibility to have a needed flexible work schedule

I, 45,6

The necessity to stay over working hours program

I 337

The employer’s negative attitude regarding medical
leave

I 511

Lack of opportunity to take vacation leave when
needed / when you want

I 305

Impossibility to mack changes of working hours in
unpredictable situations

I 209

The technological working process at the job place

cannot be interrupted

Lack of possibility to go in business / job trips

I 28
I 272

0

5
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Figure 4. Situations faced by mothers in the workplace,
(the total of answers always and often in %)
Source: The sociological study "Parents between the need to work and family responsibilities”.

One third of the respondents acknowledged that they were in the situation when they stayed
late at work overtime. "There are certain periods, specific to the type of activity, due to which the work
program lasts up to 10-12 hours daily." "I stay overtime sometimes because of the lack of staff and large
workload."

31.1% of surveyed mothers emphasized that they encountered at the workplace the employer's
dissatisfaction with taking medical leave to care for their sick child. Concrete cases in which mothers
face the impossibility of being on medical leave were presented within conducted interviews. "I could
not take any medical leave, from my colleagues I understood that if  would take at least one I would not
work anymore." The total number of days, during the last 3 months, in which the respondents were
absent from work, being on child care leave constituted 4099. 279 mothers stated that they were on
medical leave, on average, a mother was on medical leave for 14 days. 49.5% of the respondents
mentioned that it happened in the last 3 months them to work, although they had to take medical
leave due to the child's health.

No.2 /2019



90 Theoretical and scientifical journal

Another issue related to the provision of medical leave refers to the impossibility of mothers
who work part-time to benefit in addition to the salary and the monthly allowance for child care to
take this leave in case the child becomes ill. "I cannot take medical leave because I am on child care
leave and also I work 7 hours. When the child becomes ill, the husband takes his medical leave so that we
do not lose money.”

The data from the qualitative study also highlighted the existence of impediments at work that
make it difficult to create a harmonious balance between work and family:

The need to complete various registers, reports for the purpose of providing permission
slip. "Right now I am going with the girl to do investigations. It is necessary to write in a special register
and to ask permission from 3 heads every time. This is very unpleasant, it is the health of the child, I do
not go to clinics just for a walk.”

Restrictions of the legal framework. "If an accident occurs during working hours, even if it is
not inside the company, it is considered an accident at work. We are responsible for the life and safety of
our employees”.

Compliance with hygiene and safety rules in the situation work from home. "We have to
make sure the room is bright, the cables are ok. But we will not go and check in his house.”

Insufficient legal regulation of the issues related to offering flexible programs and work
from home. "The law does not allow, but also does not prohibit work from home."

These problems reveal that many organizations have very limited provisions regarding the
reconciliation of family and professional life. Thus, there is still a long way to go for them to be
considered "family friendly".

Child care services represent a determining factor in ensuring the balance between work and
child care. Most children in preschool institutions are between 3 to 6 years old, this denotes the lack
of the segment of services for the care of children under the age of 3 years. Only 56.1% of the
respondents were confident that they can leave the small child in the care of someone, knowing that
everything will be fine when they return from work.

The educational system in Chisinau is insufficiently developed to comprise all children of
preschool age. Due to the under-financing of the preschool institutions, absolutely all the respondents
acknowledged that within the institution attended by the child/children, financial sources are
collected for repairs, endowment with furniture, household items, additional payment of personnel
and other necessities. Due to the lack of confidence in the quality of preschool educational services,
due to the shortage of well-trained specialists some parents access private educational institutions,
but due to the high price, their number is limited.

The activity of babysitters/nannies is not sufficiently regulated in the Republic of Moldova, this
is currently possible under the patent holder regime, and the obtaining of patent does not require
compliance with a certain set of conditions that must be verified by the state when giving the patent
(criminal record, studies, medical certificate, etc.).

36.9% of interviewed mothers mentioned that a preschool child suffer if his mother works. The
success of the mother in the implementation of the career has a socializing significance for the
children, teaching them to treat a person with freedom of choice. On the other hand, lack of maternal
attention can affect their personal development, complicating the relationship with the mother [3,
BEREZOVSKAYA T., 2012]. Other studies have also shown that longer periods of maternity leave are
generally associated with better health outcomes for mother and child [21, SKINNER N. CHAPMAN J.,
2013]. In other research it is emphasized that the work activity of the mother has a different effect on
the children: if the work brings satisfaction and the feeling of self-realization for the mother, the
children not only do not suffer, but receive certain benefits (communication becomes more
significant). On the contrary, if for mothers the work is nothing more than a means of earning for
living, then being involved in different responsibilities, roles, overload, her dissatisfaction can create
feelings of guilt, tension [9, KONOVALOVA A.M.,, 2011].

Progress towards a more equal distribution of child care and household tasks between women
and men is slow, and the division of household and child care activities between men and women is
very limited. "He says so, I'm a man, | make money. You are a mother, you stay at home and take care of

children.” "I do everything related to the house and kids, but the father makes money." At 70.6% of
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respondents the husband agreed with the idea of returning to work, at 65% the husband gave her the
necessary help to return to work, and at 12.5% of respondents the husband considers that the work
negatively affects the fulfillment of family responsibilities. This denotes the predominance of
traditional values, according to which women should give priority to family responsibilities, while
men should play the role of breadwinner in the family.

The data in Fig. 5 reveals that the daily division of family activities remains asymmetrical and
very traditional, women being still responsible mainly for child care and household tasks. This is due
to the cultural environment in which the family roles and obligations are defined. The tendency
persist for women to take full responsibility of the household and the child, even working full time.
But the husband's support moderates the relationship between work stress and the work-family
conflict, so it is still necessary to promote the "responsible fatherhood" model [7, CHERNOVA ZH,,

2012], that is, increasing the participation of men in the care and education of children.

Play or spend time with children, have fun together
Talk with children about their problems
Get kids out of kindergarten
Take Kids to the kindergarten
Prepare the children for bedtime or watch for them..
Read the evening story to the children
Wash dishes
Clean the house
Wash toddlers
Feed young children
Take the kids to the doctor
Stay at home with sick children
Prepare food

Clean/wash clothes

0 10 20 30 40 50 60 70 80 90

mSomebody else  ®mMom and Dad equally  ® Always mother Always farther

Figure 5. Parents involvement in the education and care of children (in %)
Source: The sociological study "Parents between the need to work and family responsibilities”.

CONCLUSIONS

Finding a work-personal life balance for mothers is an essential issue for the well-being of
children, as both poverty and lack of attention can harm the development of the child. A good balance
reduces parental stress and therefore benefits both the parent-child relationship and the parent-
parent relationship.

Lack of nursery and early education services, inadequate conditions in some kindergartens
make it difficult to combine professional and parental roles for mothers with young children. Some
women choose to leave the labor market for a longer period of time than to face working conditions
that do not allow them to balance their professional and family responsibilities. Thus, mothers are in
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a position to pay even a "fine" for motherhood.

The rigidity of the legal framework determines the impossibility of the employers to offer them
some conditions that would allow them to harmoniously combine the family life with the professional
one - flexible work programs, work from home, etc.

Mothers involved in the labor market face a conflict of role and in the absence of some facilities,
the strategy for combining family life and work is to reduce fertility or delay it, meaning more women
in the labor market are less likely to become mothers at a younger age.
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ABSTRACT

The empirical study of the time and values system perception in different social ethnic and age
groups offers the possibility to understand the potential subjectivity of groups in transitional society. The
goal of the research was the study of time perception, values system in different age and ethnic groups
in the transitional society. The methodological basis of our research is the systemic approach and social
constructivism. Social groups were studied - age groups (adolescents, youngers, adults); ethnic groups
(Gagauz people, Ukrainians, Bulgarians, Russians). In order to carry out the empirical research, standardized
methods and semi-structured interview were applied: “The Scale of Time Attitudes” Nutten J.; semi-structured
interview on time perception; the method elaborated by E. B. Fantalova. It was revealed that the groups of
Russians, Bulgarians are characterized by a positive perception of present time, but the Gagauz people and
Ukrainians perceived less positive the present time. Time perspective of these groups is short - from one
year to five years - that can be an evidence of difficulties met by these groups in today transitional reality
of the country. There were determined groups of youngers on time perception from optimistic to social-
anxious (the given type, potential for migration). The study of values system of adolescent respondents
from rural areas (most have parents working abroad) showed the importance of such values as health,
happy family life and at the same time, the complexity of their basic needs’ satisfaction.

Keywords: large social groups, time perspective, time perception, present time perception, ethnic
groups, age groups, value, value system, transitional society, worldview, social time.

Studiul empiric al perceptiei timpului si a sferei valorice la diferite grupuri sociale-etnice, de
vdrstd - face posibild intelegerea potentialului subiectivitdtii grupurilor intr-o societate tranzitivd.
Studiul a avut ca scop studierea perceptiei timpului, sferei valorice de cdtre diferite grupuri de varsta si
etnice in societatea tranzitivd. Drept bazd metodologicd a studiului a fost abordarea sistemicd si
constructivismul social. Au fost studiate grupurile sociale de vdrstd - adolescenti, tineri, adulti si etnice
-gdgduzi, ucraineni, bulgari si rusi. Pentru realizarea studiului empiric s-au aplicat tehnici
standardizate si interviul semistructurat: ,Scala atitudinilor de timp” de Nutten J., interviul
semistructurat privind perceptia timpului, metoda elaboratd de E.B.Fantalova. S-a determinat cd la
grupurile de rusi si bulgari prevaleazd o perceptie pozitivd a prezentului, pe cand la gdgduzi si ucraineni
fiind mai redusd. Perspectiva de timp a acestor grupuri este de scurtd duratd, de la unu la cinci ani, ce
poate indica dificultdti in depdsirea perioadei de tranzitivitate la grupurile respective. Se disting grupuri
de tineri in perceptia timpului, de la optimisti la anxiosi-social (un tip potential de emigrare). Un studiu
asupra sferei valorice a adolescentilor respondenti din mediul rural (cu pdrinti plecati peste hotare) a
dezvdluit prioritatea valorilor - sdndtate, o viatd de familie fericitd si, in acelasi timp, dificultatea in
realizarea acestor valori.

Cuvinte-cheie: grupuri sociale mari, perspectiva de timp, perceptia timpului, grupuri etnice,
grupuri de vdrstd, valori, societate tranzitivd, orientdri valorice, imaginea lumii, timp social.
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IMnupuueckoe uccaedogaHue 80CNPUsIMUs 8peMeHU U YeHHOCMHOU cdepbl y IMHUYecKux u
803PACMHbIX COYUANbHBIX 2pYyNN 0aém 803MOHCHOCMb NOHUMAHUSI NOMEHYUAAA CYy6BoeKmHoCcmu 2pynn
8 MpaH3UMueHoM obwecmse. llesblo ucciaedosaHust 58UAOCL U3YHeHUEe Gocnpusimue 8pemeHu,
YeHHOCMHOU cghepbl pasHbIMU 803PACMHbBIMU U SMHUYECKUMU 2pyNNaMu 8 MPAH3UMUEHOM obwecmae.
Memodosioeuueckasi ocHO8a UCCAE008AHUS: CUCMEMHbBIL N0dX0d U COYUANbHBIT KOHCMPYKMUBU3M.
Hccaedosanucs coyuanbHble 2pynnbl — 803pacmuule (n0dpocmku, MoA00€XHCh, 83pOCble); IMHUYECKUE
(2azay3wl, ykpauHybl, 6oazapsl, pycckue). [as peaauzayuu dMnuUpu4eckozo UccaedosaHusi 6blau
npuMeHeHbl CMaHAApMu3UpoO8aHHble MemoduKU U NoJAyCmpyKkmypuposaHHoe uHmepswio: «llkaaa
8peMeHHbIX ycmaHo8ok» HrommeH 2K.; nosycmpykmpuposaHHoe UHmMepabio N0 80CNPUSMUI0 8PEMEHU;
Mmemoduka E.b.Panmasosoll.

Bbisigs1eHo, ¥mo y epynn pycckux u 6012ap 0oMUHUpyem no3umugHoe 80cnpusimue Hacmosiwezo
8peMmeHU, mo2da KaK y 2a2ay308 U yKpauHyes OHO HECKO/IbKO Huce. BpeMeHHAst nepcnekmuea 0aHHbIX
epynn kopomkas, om 2oda do namu Jem, YmMoO MoOX}cem ceudemeabcmaosams 0 CA0HCHOCMSAX
npoxoixcdeHust nepuoda MpaH3UMueHOCMU y OaHHbIX 2pynn. BwvideseHbl epynnbl M0A00ExcU no
gocnpusimur) 8peMeHu Om ONnMuUMUCMUYeCcK020, 00 COYUA/NbHO-MPEBOHCHO20 (OaHHbIU mun-
nomeHyuaa 045 amuepayuu). HccaedosaHue yeHHOCMHOU cghepbl pecnoHdeHmos8 hodpocmKo8020
g80o3pacma U3 Ce/AbCKOU MeCmHOCMU, Yy KOmopblX 60/4bWUHCMBO podumesell HAxo0smcsl Ha
3apabomkax, 8bls18U/10 3HAHUMOCMb YeHHOCcmell — 300p08bsi, CHacmAU8oll ceMeliHOL HU3HU, U 8 MO e
8pemsi CI0HCHOCMU 8 UX y308/1em8opeHUL.

Karoueswie caoea: 6onvuwiue coyuasbHble 2pynnbl, 8peMeHHAsl nepcnekmuea, sochpusmue
8peMeHlU, IMHUYecKUe epynnbl, 803pACMHble 2pynnbl, YeHHOCMU, mMpaH3umusHoe 06uecmso,
YEeHHOCMHble OpuUeHmMayuu, KApMuUHa Mupd, COYyuaabHoe 8peMsl.

INTRODUCTION. The research of large social groups in the period of transition presents a great
interest for us, because the content of socially important features of human psychic are developed at
macro-social level, where, from historical perspective, concrete social rules, values, attitudes and
representations are formed, which in their turn are “delivered” to the individual through small groups
and interpersonal communication [6, DILEGENSKI]J, G.G., 1994].

Large social groups are perceived as “natural” due to the length of their existence. The cultural-
psychological originality of the given groups is formed historically, by the efforts of some generations
which determine the orderliness, stability of group values, and rules of behavior and conduct. The
agents of ethnic, gender-role, religious, and political socialization are represented by the members of
immediate social environment.

The members of alarge social group are linked by symbolic relations generated by the similarity
of conditions, life style, values, experiences, and in ordinary circumstances such groups represent a
community only in the consciousness of its members [5, BOGOMOLOVA, N.N. et al., 2002].

The research of large social groups is determined by the need of understanding the deep changes
in a transitional society.

In the psychological content of the notion “society in transition” includes:

- fundamental social transformations;

- globalization that leads to the expansion of the space of interpersonal interactions;

- emphasis of social uncertainty related to frequent transformations of values, norms and
standards;

- increase of the length of the time period of the socialization process, the intensification of
re-socialization and current socialization;

- expansion of informational space, partially replacing intergenerational relations [13,
MARCINKOVSKAA, T.D., 2015].

Nowadays, time categories play more and more a substantial role in forming the group identity
and in the “imaginary communities” [1, ANDERSON, Benedikt., 2016].

In the conditions of transitional society, the individual and age groups need understanding and ways
of owning personal time, because these represent an important condition of collective subjectivity. As “group
attitude to time” we understand the peculiarities of perception, experience, awareness and management of
time which are typical to the members of a certain social group [7, KRIVCOVA, S.V., 1997].
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We define social time: firstly, as objective relations of antecedence, subsequence and
simultaneity between people actions, social phenomena and processes; secondly, as subjective
mirroring of these relations in the group consciousness [7, KRIVCOVA, S.V,, 1997].

The social psychologist G. M. Andreyeva points that the “problem of ‘insertion’ in the historical
time stands especially sharp in situations of radical social transformations... and an important stage
in this process is represented by the understanding of time” [2, ANDREEVA, G.M., 2009].

The research of the problem of the attitude to time is studied on societal, group. Interpersonal,
and intrapersonal levels [9. Nestik, T., 2014; 16, SYRCOVA A, MITINA 0.V, et al, 2007; 14,
EMEL'ANOVA, T.P., 2006; 15, KUZNECOVA, A.V., 2013].

We find very interesting for our research, the results of empirical studies regarding the
manifestation of the phenomenon of time perspective in different cultures, conducted by researchers
(Apostolidis T., Fieulaine N., 2004; Boyd ].N., Zimbardo P.G., 1999, 2005; Keough K.A., Zimbardo P.G,,
Boyd ].N., 1999; Syrtsova A., Mitina 0.V., Boyd ]., Davydova L.S., Zimbardo F., Nepryaho T.L., Nikitina
E.A., Semenova, 2007) from different countries (France, USA, Russia).

Time perspective is defined by the give researchers as “a fundamental and unconscious process, by
which social and individual experience is correlated with time categories, which allows to give meaning
and coherence to the lived experience” [16, SYRCOVA, A., MITINA, O.V.idr., 2007].

The research of time perspective in Italy (D Alessio M., Guarino A., Vilfredo De Pascalis V.,
Zimbardo Ph. 2003) revealed a significant correlation between time perspective and level of
education. The researchers presupposed that the low educational level having a direct proportional
relation with low socio-psychological statute, when nothing depends on a person’s desires, could lead
to the formation of a passive submission to events. [16, SYRCOVA, A., MITINA, 0.V.idr., 2007].

The research of time perspective in France (Apostolidis T., Fieulaine N., 2004) reveals that
adverse situations are associated with a lesser orientation toward the future, and with a greater
orientation toward the present and past. Focusing on a negative past is accompanied by a significant
decrease in psychological well-being. These results confirm the relationship of the time perspective
with the social conditions of existence and its role in subjective well-being. [16, SYRCOVA, A., MITINA,
0.vV.idr., 2007].

A study of the time perspective in Russia (Syrtsova A., Mitina 0.V., Boyd ]., Davydova I.S,,
Zimbardo F., Nepryaho T.L., Nikitina E.A., Semenova, 2007). It was found that younger respondents
are characterized by the manifestation of the “Hedonistic Present” factor, and at an older age - the
important factor that is taken into consideration represent the Future factor.

Excessive concentration at one form of time is determined by such factors as culture, education,
religion, membership in a social class. The preference for a specific time orientation is largely
determined by the country of residence (national identification). In some societies (western), the
value of autonomy and the future is encouraged, while in other cultures, on the contrary, orientation
toward the past is supported [16, SYRCOVA, A., MITINA, O.V.idr., 2007].

SOURCES OF DATA AND USED METHODS

The goal of our research is the investigation of the perception of time, values system by different
age and ethnic groups in a transitional society.

One of the hypotheses of our research was the supposition that socio-economic changes
occurring in the society will influence the values system, time perspective and the perception of
present time by large social groups - age and ethnic groups.

In our research we made as well the hypothesis according to which the perception of time,
values system by different social groups (age, ethnic) gives the possibility to understand from
different perspectives the groups’ state in a transitional society.

One can orient himself/herself in the new complex world, or understand it, only if he/she can
in an appropriate way to interpret the ongoing processes, facts, otherwise he/she can “easily lose the
meaning of both what is happening and his/her place in it”.

Today, we consider an important task to understand and reveal the mechanisms “through
which human being sees himself/herself as part of that reality in which he/she lives and acts, as well
as all the factors that determine these processes” [2, ANDREEVA, G.M, 2009.].

THE METHODOLOGICAL BASIS of our investigation represents the systemic approach and social
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constructivism. Our basic hypotheses in the give research are the following:

1) The awareness of the world represents the result of mutual activity of people; “their
relations, words used to define / describe social processes are meaningful and significant only in the
context of these relations”;

2) The widespread presence of certain form of understanding depends on the character of
social processes, and the rule “how to define or name things”, is determined by the character of social
changes [17, ANDREEVA, G.M,, 2009].

In the given article we are going to present a part of our empirical research - the perception of
time by youngers; by ethnic groups (Kaunenco 1.); and peculiarities of values system in groups of early
aged adolescents (Gasper L.).

The scientific novelty of our research represents the determination of peculiarities of values
system, the perception of present time by large social groups (age and ethnic) in transitional society,
namely: planning time perspective, variability in the attitude to present time, hierarchy of values
system as bases for the formation of collective subjectivity.

THE CHARACTERISTICS OF SAMPLE AND METHODOLOGY OF THE EMPIRICAL STUDY

Regions of research — Chisindu municipality, ATU Gagauzia (Autonomous Territorial Unit of
Gagauzia) - Comrat, Chirsova village; Tvardita city; Riscani district, Malinovscoe village; Cahul
district, Lucesti village; Singerei city. (Period of research - May-September 2016). Leova district,
Cazangic village; Telenesti district, Negureni village. (Period of research - April 2019) (57
respondents aged 15-17); focus-groups organized in: Balti municipality (14 respondents) and Comrat
city (17 respondents).

Table 1

Sample structure
Ethnic group Nr. of respondents Age (average)
Russians 40 A=39
Bulgarians 36 A=39
Gagauz people 40 A=41
Ukrainians 36 A=41
Total 152

Source: Elaborated by the author.

Characteristics of sample in focus groups (2018)

The sample in Balti city was composed by young people aged 20-40 (14 respondents), from this
reason the questions regarding the time perspective, the experience of present time in the period of
society transformation had a vivid and consistent character. The educational statute: young people
had completed higher education, or were studying at university (Cycle 1), or master cycle (Cycle 2).
The focus group of Comrat city (17 respondents), from the age point of view was mixed, that is why
in the given article we analyze the results of researching young people only.

Methodology: 1) Method “Scale of time attitudes” [10, NOTTEN, Z., 2004]. 2) In order to research
the time perspectives we used the question: “For what period you can plan your life?” and there were
some options of answer that characterize different length of the planning period. The given question
was borrowed from the research of N. M. Lebedeva and A. N. Tatarco [8, LEBEDEVA, N.M., TATARKO,
AN, 2007] related to the time perspective. 3) Semi-structured interview regarding the perception of
time (focus groups). 4) In order to study the values system of respondents represented by adolescents
of early age we used the method of E. B. Fantalova (1992) [7, KRIVCOVA, S.V.,, 1997].

THE RESULTS OF THE EMPIRICAL RESEARCH AND THEIR ANALYSIS. The empirical research
of time perspective of the groups of - Russians, Bulgarians, Gagauz people, Ukrainians reveals that the
respondents of the given groups actually use to plan their future for a very short period of time from
1 to 5 years. Thus a significant number of respondents can plan their future for 1-5 years: 50% of
Russians, 40% of Gagauz people, 38,9% of Bulgarians, 44,4% of Ukrainians. But there is a big part of
people that cannot plan at all - 37,5% of Russians, 41,7% of Ukrainians, 41,7% of Bulgarians, 40% of
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Gagauz people. The rest of answers were chosen by insignificant number of respondents. Thus, in
present time, the representatives of researched ethnic groups don’t develop a long time perspective.
In every ethnic group half of respondents or a little less of half (Gagauz people, Bulgarians,
Ukrainians) can plan their life from 1 to 5 years.

In our research we studied as well the perception of present time by the respondents of ethnic
roups.

I I I
Ukrainians 42% 8%
Bulgarians 19% 11%
M Positive
I I Neutral
Gagauz people 43% 10% Negative
Russians 18% 15%
T T T T T T T ! ! !
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Figure 1. The perception of present time by respondents
Source: Author’s calculations.

According to the results presented in diagram, regarding the perception of present time in
Gagauz people (fig. 1), the positive attitudes are lesser emphasized (47%). Gagauz people (43%) and
Ukrainians (42%) are characterized by neutral attitude towards time.

As well, we can see that in the groups of Russians (67%) and Bulgarians (70%) positive
perception of present time dominates, and the results regarding the neutral perception of time is
lower (Russians 18%; Bulgarians 19%).

Thus, we can conclude that the present time is perceived more positively by the groups of
Russians and Bulgarians, less positive perception is dominating in the group of Gagauz people. The
groups of Ukrainians and Gagauz people are more characterized by neutral attitudes regarding the
perception of present time.

THE RESULTS OF ANALYSIS OF THE PROFILES OF ATTITUDES TO PRESENT TIME IN
RESEARCHED ETHNIC GROUPS, QUALITATIVE ANALYSIS

The group of Gagauz people perceives the present time as important, swift, full of hope,
wonderful, familiar. Among negative features of the present time perception, the respondents from
this group mentioned often - difficult, threatening. Such characteristics of present time in Gagauz
people as short, externally determined, passive waiting, closed, enjoyable are more “dispersed”.
Concerning these characteristics of present time perception, the respondents are more uncertain.
Thus, the perception of present time by the group of Gagauz people is characterized as swift, full of
hope, wonderful, at the same time threatening and difficult.

The group of Russians perceives the present time as full, interesting, swift, open, familiar, ever-
changing, important, successful (completed). Among negative characteristics there are - difficult,
short. Russians are uncertain regarding the following features: attractive - threatening, my personal
- determined externally, warm - cold, distant - close, pleasant - unpleasant. Thus, the group of
Russians perceives the time as full, interesting, swift, open, familiar, ever-changing, important,
successful (completed), and at the same the time is - difficult and short.

The group of Bulgarians perceives the present time as ever-changing, pleasant, full, important,
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my personal, wonderful, swift, full of hope, interesting. Concerning the negative characteristics of
present time, they mentioned - difficult. The group of Bulgarians is uncertain regarding the following
features of present time: easy - difficult, warm - cold, completed - disappointing, long -short,
attractive - threatening.

The group of Ukrainians perceives the present time as open, important, full, swift, wonderful,
ever-changing, full of hope. Negative characteristics - difficult, cold. Regarding the following features
there is no consensus: warm - cold, full - empty, attractive - threatening, long -short, completed -
disappointing, i.e. successful - unsuccessful, personal - determined externally. As we can see, the
group of Ukrainians, generally, perceives time positively, but it is also dividing concerning success
and failure in time, personal - determined externally, i.e. depending on locus of control. Thus, all these
ethnic groups perceive time as ever-changing, open, swift, important, at the same time difficult and
threatening. For a better understanding of time perception at the group level by different social
groups, not only the quantitative tools are important but also the qualitative methods, such as
working in focus groups.

THE RESULTS OF RESEARCHING THE PERCEPTION OF TIME BY YOUNG PEOPLE IN FOCUS
GROUPS. In the given article we combined the empirical material gathered from focus-groups
realized in Balti municipality and Comrat city (ATU Gagauzia). We divided conditionally the following
groups of youngers according the perception of present time.

1. “Optimists”

The main message of this group is the following: “The time is ‘mine’, and it is interesting to live
in it”. They are confident in their good future, they can keep up with times, they can develop
themselves both professionally and personally (“I feel comfortable”). They have professional
accomplishments (they are successful regarding the professional accomplishments), often due to the
involvement in international cooperation. Although with reservations, they characterize time as
difficult and complicated for people around them, especially for the older generation. They disagree
with the assessment of the parents regarding the definition of the present: “Parents always share with
us, then it was like that, maybe..., they think that it was better then. We don’t think so. I feel
comfortable, maybe not 100%. I would not say that all areas are ideal as [ would like”, “I believe that
my time, despite the decline in the country, can still grow.” Time is perceived by respondents of this
group as dynamic, technological, motivates them for the future: “..I feel the changes, everything is
moving so fast, it is developing so fast, I like it. I can also change in parallel with time. Society is
developing dynamically, such information leaps happen, which is difficult follow. But I like it, I feel
that this era is mine, and [ have a good future.” A quick change of events does not scare them, does not
give rise to a sense of anxiety, but rather, creates a comfortable state.

Our respondents, according to their age, in their majority, refer to the generation “millennium”,
and it is characterized by such values as - “freedom”, “creation”, “entertainment”; every “millennium”
begins feel unique and unrepeatable. Max Prenski defines the “millennium” generation through its
interaction with informational technologies - “digital aboriginals” [4]. “News”, “lot of events” -
motivate such generation, “lure” them and create the “comfort zone” as in the perception of present
time, as well as of the future.

2. «Positive fatalists»

The positive-fatalistic attitude to the present is “as it will be, it will be so”. The respondents of
this group worry that they don’t have time to realize everything, and someone “as far as possible”:
“the time is mine, when I have time, when I don’t have time. As far as possible. They are anxious in
terms of money, finances, when they are enough / not enough. Normal time, I don’t know another.”
For the respondents of this group, professional realization plays a big role, and the marker of the
present is the opportunity to get an education abroad, to participate in international projects.

3. «Socially-anxious»

These respondents perceive present time as “fragile”, “unstable”, “volatile”, there is no certainty
about “anything”. An important factor in the perception of the present time by respondents
represents the socio-economic situation in the country: “As for planning, [ can say that it all depends
on our stability in this country. How can one plan something for the future without knowing what will
happen to this country. For a long period you cannot plan, because there is no certainty about

No.2 /2019



100 Theoretical and scientifical journal

anything. Even with regard to the financial side, you cannot take out a loan, because there is no
stability in work, and there are no other sources of subsistence. ... I can plan for several days in
advance, I can also plan the implementation of family issues. You cannot even plan a trip because you
do not know whether you will have time for this or not ... We are at an age when everything changes.
We want more. Many want to live today, the present, for the future you need to be optimistic”. The
respondents in this group revealed difficulties in controlling time, its successful management, and the
inability to organize a sequence of events. The prospect of the future is difficult, and it is possible to
predict difficulties with time integration, at least at this time stage.

It seems that this type of perception of time today will be characteristic of a significant part of
youth. And we can speculate that this inability to manage time due to institutional instability will be
one of the “pushing” factors for inclusion in labor migration or emigration. The participants of the
focus-groups mentioned these options as possible.

In the process of researching the perception of time by different ethnic and age groups, an idea
was born - to carry out a pilot comparative study on labor migrants that are working in Italy [18, p.
53-56].

We wanted to get answers for the following question: How the labor migrants perceive the
socio-cultural changes in our country? We conducted a survey of 17 respondents — Moldovans that
are working in Piacenza city, in the southeast of Italy. The survey, on our request, was conducted by
Tat'yana Roshka, a PhD student at ULIM, in august 2018. The age of the selected sample was between
40-60 years. The given research has a pilot character. The survey had three questions: “When you are
back in Moldova, what changes are mostly obvious, from your point of view?”, “Do you want your
children to remember the Republic of Moldova?”, “What they should remember?”.

We will describe shortly the results of this empirical study.

1. According to the perception of labor migrants, the socio-cultural changes in the country are
noticed in material sphere and in the interpersonal relationships. The dispersion of perceptions is
characterized by polarization, from extremely positive to negative, with the dominance of the
positive.

2. In the content of ethno-cultural transmission by parents to their children, a positive attitude
to homeland, country dominates. The majority of parents want children to remember and to preserve
national traditions which will be, as we suppose, an important marker in preserving the ethnic
identity in young “Italian Moldovans”. Along with this, the labor migrants have also negative
experiences of the country (embarrassment regarding the material/financial difficulties both in
homeland and Italy, in the beginning of their emigrant history).

For psychologists, the value sphere presents a specific interest being an extremely generalized
social experience obtained by a person in ontogenesis, as elements of a single semantic field [11,
POCEBUT, L.G., 2003]. Values are a powerful sense-forming, motivating construct forming the
“picture of the world” in adolescence and youth. Further, as researches show, the value system
remains fairly stable, despite even the socio-economic systemic changes in young, mature ages [19,
GAVRELIUC, D., GAVRELIUC, A., 2018].

To understand the genesis of personal development in adolescence, during the period of
transitivity, we conducted a study of their value system. We briefly dwell on the results of the
empirical study. We insist to mention an interesting fact got in the research - the difference between
the ‘Value’ and ‘Accessibility’ indicators, which reflects the level of mismatch, disintegration in the
value-motivational sphere of the individual. It characterizes its internal conflict as a “blockade” of
leading needs on the one hand, and self-realization, personal identity on the other. We have identified
a conflict in the values of ‘Health’ and ‘Happy family life’, as very significant, but difficult to access. We
suppose that many of our respondents, residents of rural areas, have parents included in labor
migration. And perhaps the family, its social practices represent an unsatisfied need - in emotionally
close relationships with relatives, which are often episodic, “virtual” in nature (during the period when
the parents come from abroad or communicate on the Internet). The value of ‘Health’, this is perhaps
a reflection of communication with loved ones, regarding the labor market - where health and
physical endurance are important. Based on the average indicators (attractiveness, value) of various
life spheres, we compiled a rating of adolescents’ values.
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Figure 2. Values rating
Source: Author’s calculations.

As we can see, from the presented results of the given empirical study, the spheres “Happy
family life” and “Health” have the highest values. The respondents value the least such spheres as
“Beauty of nature and art”, “Interesting job”. Apparently, this is determined by the pragmatism of
modern public life, in which first of all things that are worthwhile and worthy are valued, and
“interesting work”, which would be well paid, is a rare guest in our regional space in the views of our
young respondents.

It's interesting the fact, that researcher Kaunenco I. I. in her study on values system of
Moldavian young students in 2019, by means of S. Schwartz method, has determined that such values
as “family protection”, “health” were the most preferred, significant values, having the smallest spread
of data. The least preferred values were “creativity”, “the world of beauty”, “spiritual life”, presenting
a big discrepancy of attitudes among the respondents’ hierarchization. Such a hierarchy of values is
characteristic for countries in a situation of survival, rather than self-realization (such as countries of
the European space). The conducted factor analysis of the value sphere of student youth has revealed
both an orientation towards both traditional and innovative values, and one of the factors was called
“Cultural Crossroads”. Where does the value-time pendulum swing in different social groups, this is a
study field for further research.

It seems to us that at present, studying the perception of time and the value system of different
social groups will help to understand and predict the vector of the future socio-cultural development
of our region.

CONCLUSIONS

1. The research of the time perspective of the representatives of ethnic groups revealed that
they actually plan their future for a very short period of time from 1 to 5 years. Concerning the
perception of present time, in the groups of Russians, Bulgarians a positive perception dominates, in
the group of Ukrainians - the group perception is divided in two, and the less positive perception is
peculiar for the group of Gagauz people. In the groups of Gagauz people and Ukrainians neutral
attitudes are more emphasized regarding the perception of present time. In all ethnical groups the
present time is perceived as ever-changing, open, swift, important, and at the same time, difficult and
threatening.

2. The groups of youngers that we divided conditionally according to the time perception, from
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“optimists” to “socially-anxious”, indicate the patchiness of our society, that include resourceful
generational and reform potential (youngers - “optimists”) as well as the group, that in the conditions
of continuous decline of the social-economic development of the region, has the tendency to migrate,
because “nothing can be planned in the future”.

3. The research of values system of the respondents adolescents, revealed the unsatisfied need
in the emotional-personal familial relations, in positive family practices, and anxiety regarding the
value “Health” as resource of the potential of labor migration.

The research of time perception and values system in different social groups is promising taking
into consideration the society need for normal functioning of social institutions. The success of their
functioning depends on the values system of citizens and strong belief in the prospect of common
positive future.

It seems promising to research the options for responding groups - age, ethnic to systemic
socio-economic changes in society. It is also necessary to study the national mentality of our region,
since social institutions can function successfully only with the “support” of the mentality.
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ABSTRACT

The paper explores some aspects of the acquisition of foreign citizenship by immigrants from Moldova.
The purpose of the study is to estimate the size and geography of acquisition of foreign citizenship in context
of migration policies changes in countries of destination. The study is based on statistical analysis of the OECD,
Eurostat database and other representative sources, as well as an analysis of migration policy of the countries
of citizenship acquisition. The results show that about a million people received foreign citizenship from 1992
up to present. The main countries for acquiring citizenship are: Romania, Russia, USA, Portugal, Italy,
Bulgaria, Canada and Germany. The access of Moldova population to citizenship of developed countries
contributes to the intensification and expansion of international migration. For Moldovan immigrants, the
policies of the countries of destination have an important role in the process of acquiring citizenship.

Keywords: naturalization, foreign citizenship, Moldovan immigrants, migration policy.

In articol se discutcd unele aspecte privind dobdndirea cetdteniei strdine de cdtre imigrantii din
Moldova. Scopul cercetdrii constd in estimarea dimensiunii si geografiei dobdndirii cetdteniei strdine prin
prisma schimbdrilor in politicile migrationale din tdrile de destinatie. Studiul se bazeazd pe analiza statisticd
a bazei de date OCDE, Eurostat si a altor surse reprezentative, precum si analiza politicilor migrationale ale
tdrilor de dobdndire a cetdteniei. Rezultatele studiului aratd cd aproximativ un milion de persoane au primit
cetdtenia strdind din 1992 pdnd in prezent. Principalele tdri de dobdndire a cetdteniei sunt: Romdnia, Rusia,
SUA, Portugalia, Italia, Bulgaria, Canada si Germania. Accesul populatiei Moldovei la cetdtenia tdrilor
dezvoltate contribuie la intensificarea si extinderea migratiei internationale. Pentru imigrantii din Moldova,
politicile tdrilor de destinatie au un rol important in procesul de dobdndire a cetdteniei.

Cuvinte-cheie: naturalizare, cetdtenie strdind, imigranti din Moldova, politici migrationale.

B cmamve paccmampuearomcsi Hekomopbvle acnekmbul  npuobpemeHusi UHOCMPAHHO20
epaxcdaHcmea ummuzpaHmamu u3 Mosadossl. Leav uccaedosaHusa: oyeHka macumabog u zeozpaguu
npuobpemeHuss UHOCMPAHHO20 2paXcdaHCMB0 8 KOHMeKCme U3MEHEHUU MU2payuoHHOU NOAUMUKU 8
cmpaHax HasHaveHus. HcciaedosaHue OCHOBAHO HA cmamucmuyeckom aHvasause 6a3vl davHbix 03CP,
Eepocmama u dpyzux penpeeHmamusgHblX UCMOYHUKO8, @ MaKyce aHaau3e MuspayuoHHOl noAumuKu
cmpaH npuobpemeHus paxcdaHcmasa. Pe3yabmambl uccs1edo8aHUs1 NOKA3bI8alOM, Ymo 0K0/10 MUAAUOHA
ue/108eK NOJYYUAU UHOCMPAaHHoe epaxcdarcmeso ¢ 1992 2. no Hacmosiwee epems. [ 1a8HbIMU cCmMpPAHAMU
npuobpemeHusi epaxcdancmea seastomest: Pymoinus, Poccus, CLIA, [lopmyzaaus, Umaaus, boazapusi,
Kanada u I'epmaHus. [locmyn HaceaeHus Mosdoswl K epaxcdaHcmay pa3sumblx CmpaH cnocobcmayem
UHMEHcUUKayuu U pacwupeHuro MexcdyHapodHol muzpayuu. /Jlas ummuzpaHmos u3 Mos1008bl
noAUMUKAa CMpPAaH HA3HAYEHUsl Uzpaeim aicHyH poJ/ib 8 NPOYECCe NOJIYYEHUS 2paicdaHcmao.

Katouegvle caoea: nHamypaauzayusi, UHOCMPAHHOE 2paxcdaHcmeo, MmuzpaHmosl u3 Mo.1008bl,
MU2PAYUOHHAS NOAUMUKA.

INTRODUCTION. There are already three decades since international migration became a
massive phenomenon for the Republic of Moldova. The last censuses in the destination countries
(2011) registered about 600 thousand migrants from Moldova with residence abroad (15, GAGAUZ,

1 ©Tatiana TABAC, " tania.tabac@gmail.com
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0, et al. 2016), this number representing about 20% of the total population. According to recent
estimates, Moldova is one of the countries with highest emigration rates in the European area (13,
European Demographic Data Sheet, 2018). In some countries, duration of stay of immigrants exceeds
10-20 years (e.g. Germany, Russia, Italy, Portugal, USA), meaning that for many immigrants the host
country has become the country of permanent residence. In Russia, Germany (28, TABAC, T., 2017)
and Italy (9, DELEU, E., 2017) second-generation immigrants were registered already. The analysis of
citizenship and its acquisition by Moldovan immigrants is necessary, on the one hand as part of
studying their integration in destination countries, and on the other hand as an important factor
contributing to the expansion of international migration. For Moldovan immigrants, acquiring the
citizenship of one of the EU countries represents firstly free movement and the right to work in almost
all countries worldwide, and secondly a wider range of opportunities for settlement migration for
people who aspire to do so. In this context, in recent decades, access to Romanian citizenship is an
important factor that favors legal migration. The purpose of the research is to estimate the size and
geography of acquisition of foreign citizenship during the 1992-2016 period, according to the
countries which conferred them and naturalization policies that favored this. To our best knowledge,
there aren’t any studies that approach the naturalization process and acquisition of foreign
citizenship by Moldova population. Therefore, the importance of our study is determined by
supplementing this gap, as well as by contributing to the development of migration policies.

UNDERSTANDING NATURALIZATION DECISIONS

There are numerous research papers that study the determinants, causes, barriers and
consequences of the immigrants naturalisation in destination countries. All of these studies are
conducted to understand why some immigrants are more likely than others to become naturalized.
Regardless of the country and promoted policies, most research shows that only a fraction of the
eligible immigrants access the citizenship of the host country (22, Mazzolari, 2009; DeVoretz and
Pivnenko, 2005).

In literature we find various factors that determine an immigrant to access the citizenship of
the country in which he/she lives. Some studies emphasize the importance of the individual
characteristics of immigrants such as demographic characteristics (4, BEVELANDER, P.,, VEENMAN, ].
2006), economic characteristics- income, occupation and education (7, CHISWICK, B.R.,, MILLER, P.W.,
2008; 12, DEVORETZ, D.J., PIVNENKO, S., 2005), period of immigration or residence (30, TRAN, K,
KUSTEG, S., CHUI, T., 2005), cultural background. In other studies, the focus is on the political and
institutional context of country of immigration as a factor that also influences the naturalization
process (32, VINK, M.P.,, PROKIC-BREUER, T., DRONKERS, |, 2013; 33, VINK, M.P,, DRONKERS, ], 2012).
In addition, some studies show that the characteristics of the origin country influence the
naturalization process in destination countries, particularly regarding the possibility to hold dual
citizenship (34, YANG, P.Q., 1994; 7, CHISWICK, B.R, MILLER, P.W.,, 2008, 19, JONES-CORREA, M., 2001),
although not as much as individual characteristics. In this aspect it has been demonstrated that
immigrants from developing countries have higher naturalization rates, than immigrants from
developed countries (7, CHISWICK, B.R,, MILLER, P.W.,, 2008; 31, VINK, M.P., PROKIC-BREUER, T.,
DRONKERS, ], 2017).

An important barrier in the naturalization process is the possibility to hold double citizenship,
granting the right of migrants to become naturalized in the receiving country without losing the
nationality of the country of origin. Though, many countries have already legalized dual citizenship,
there are countries in the world that do not accept it, as well as countries that impose restrictions on
acquisition, many of which are located in Europe. Prohibition on dual citizenship affects especially
immigrants from developed countries, who have more to lose if they break the legal connection with
the country of birth (32, VINK, M.P.,, PROKIC-BREUER, T., DRONKERS, ], 2013). In this sense, the
researchers consider that losing the citizenship of country of origin is the main cost of naturalization
(2, BEVELANDER, P, 2010).

At the same time, the existence of other important barriers in the naturalization process was
demonstrated, as a good knowledge of the language, the difficulty of the citizenship test, the physical
presence in the country, but also the financial barriers, as well as the high cost of documents
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processing. For example, Hainmueller et al. (18, 2018) have shown that administrative taxes are a
barrier for low income immigrants who want to become US citizens.

However, acquiring the citizenship of destination country offers more benefits to immigrants,
but first represents the people's intention to permanently settle in the country. Most often it is
considered that the benefits of naturalization are the equal rights with citizens of destination country,
the right to vote and political participation (10, DEROOIJ, E.A,, 2011), greater insurance and protection
from the state, the chance of being employed in public and governmental positions, the opportunity
to increase the income and to obtain higher professional positions (Liebig and Von Haaren 2011),
to buy or to rent a house (2, BEVELANDER, P, 2010), as well as more access to bank loans
(14, ENCHAUTEQUI, M.E,, GIANNARELL], L., 2015). For citizens of developing countries, the citizenship
of adeveloped country is a benefit to travel without barriers at international level (14, ENCHAUTEQUI,
M.E, GIANNARELL], L., 2015; 33, VINK, M.P., DRONKERS, ], 2012). At the same time, refugees, asylum
seekers and persecuted people in their country of origin will be more motivated to become
naturalized in the host country (3, BEVELANDER, P, DEVORETZ, D.J,, 2008).

From all the benefits obtained from naturalization the most attention is on the economic impact
of naturalization. Lots of studies both at European, and global level shows how important is the
economic effect for naturalized immigrants. We find a positive relationship in this regard to
Bratsberg, Ragan Jr.,, and Nasir (6, 2002), DeVoretz and Pivnenko (12, 2005), Steinhardt and
Wedemeier (26, 2011), Picot and Hou (23, 2011). It has been found for the US that naturalization can
increase the earnings of eligible immigrants with 8,9% (14, ENCHAUTEQUI, M.E., GIANNARELLI, L.
2015), and according to the estimates of DeVoretz and Pivnenko (11, 2008), naturalized immigrants
have the incomes with 3.5% higher than non-citizens if they are from an OECD country and with
14.6% if they are from outside OECD.

Acquizition the citizenship of country of immigration represents a process that requires
applicants to demonstrate language and historical-cultural knowledge, financial independence,
adequate civic behaviour, or in other words, to show evidence of social integration. For this reason
obtaining citizenship is considered the coronation of a completed integration process (1, BAUBOCK,
R.etal, 2006).

DATA AND METHODS

For analysis, we used the data on the acquisition of nationality provided by OECD and Eurostat.
For Russia, we used the data provided by Minister of the Interior/ Federal Migration Service and
presented by Ciidinovskih, 0.S. (8, 2018). To study worldwide policies, we used World Population
Policies Database by UN DESA, and EUDO Citizenship Observatory database for national level policies.
The study is based on statistical data analysis and policies analysis.

World experience in acquiring foreign citizenship

There are two main ways of acquiring citizenship at birth: jus sanguinis, it offers nationality
right only to persons with the same racial, linguistic, ethnic and cultural characteristics of titular
nation and jus soli, which establishes citizenship right whether or not the person corresponds to the
mentioned characteristics. J.B. Scott records in 1930 that in 17 countries in Europe, jus sanguinis is
the only nationality test, while in America most states use a combination of these two paths. In the
long run, many European countries adopted jus soli criterion (recently Germany and Greece) and
today we know a more frequent coexistence of these two criteria (17, GUIMEZANES, N., 2011).

Naturalization is another way of acquiring citizenship and it is used by people who don’t have
jus sanguinis or jus soli connection with the country. Naturalization is the process by which a foreign
citizen can acquire, under the law conditions, the citizenship of country of resident. At present,
naturalization is recognized and used worldwide, except some countries from Asia and Oceania
(Lebanon, Kuwait, United Arab Emirates, Myanmar, Nauru) (Fig.2). At the same time, a large number
of countries restrict acquisition of citizenship through naturalization. These are European countries
such as Spain, Italy, Switzerland, Austria, Slovenia, Lithuania and the Republic of Moldova (Fig. 1),
India and Nepal from Asia, Brazil and Venezuela from South America, as well as an important part of
African countries. Typically, naturalization is a voluntary action of applicant and requires that certain
specific conditions to be met. Each country has adopted own requirements for naturalization.
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Policy on naturalization, 2013

| Restricted Yes |

Figure 1. Policy on naturalization in Europe, 2013
Source: The figures were elaborated by the author based on the database UN DESA World Population
Policies Database (https://esa.un.org/PopPolicy/about_database.aspx, accessed 10.05.2019)

Policy on naturalization, 2013

| Mo Restricted Yes |

Figure 2. Policy on naturalization in World, 2013
Source: the figures were elaborated by the author based on the database UN DESA World Population
Policies Database (https://esa.un.org/PopPolicy/about_database.aspx, accessed 10.05.2019)
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According to OECD International Migration Database, the number of persons who acquired
citizenship in a foreign country over the past 30 years (1987-2016) amounts to 43.5 million. In
2008, for the first time, 2 million people were registered in OECD, and for the second time, 1 million
people in USA, the first case being recorded in 1996. Data for 2013-2016 shows that 2 million
persons annually acquired citizenship in other countries. The most cases were registered in USA -
17.3 mln (40%), Canada - 4.5 mln (10%), UK and Australia, 3.2 mln (7%) and 3.1 mln (7%), in
France and Germany - 2.8 mln (6.5%) and 2.6 mln (6%), Spain - 1.4 mln and Italy - 1.2 mln, in
Sweden and Netherlands - 1.0 mln each, in Belgium 0.9 mln, Switzerland - 0.8 mln, New Zeeland
and Austria - 0.5 mln each.

There are significant regional differences in immigrants access rate to citizenship of the host
country. It was estimated that about 80% of foreign population of Australia, Sweden and the
Netherlands is naturalized after ten years of residence, in Canada - 89%, Norway and UK - around
70%, USA, Austria and Denmark - 50-60%, France - 47%, Switzerland and Germany - 35% and
37%, Luxembourg with only 12% (21, LIEBIG, T., VON HAAREN, F., 2011). In this context, it seems
that Europe is differentiated by lower rates of naturalization compared to other economic
developed countries. There are important scientific debates to understand whether these
differences are due to individual characteristics of immigrants or policies adopted in destination
and origin countries. Many studies have shown the importance of preserving the nationality of
country of origin.

Dual citizenship. The opportunity to hold the citizenship of two countries at the same time
is relatively recent. Human history reminds us that in the not-so-distant past, dual citizenship has
been banned in most states of the world. In this regard, the Hague Convention of April 12, 1930,
agrees that each person must have one citizenship and only one citizenship, and cases of
statelessness and dual citizenship should be avoided. A large number of countries have revised their
nationality laws in accordance with this Convention, most of them from the post-war era, including
the USSR.

After the World War, on May 6, 1963, the Council of Europe adopted the Convention on the
Reduction of Cases of Multiple Nationality and on Military Obligations in Cases of Multiple
Nationality according to which nationals who have reached the age of majority and who acquire by
their own will, through naturalization or recovery, the citizenship of another country cannot retain
their citizenship. Also a person possessing the citizenship of two or more countries must renounce
them with the consent of the part to which wishes to renounce.

From November 6, 1997, the Council of Europe adopts a new European Convention on
Citizenship in which it is stipulated that each State is free to decide what consequences to assign if
its citizens acquire or hold the citizenship of another country. In this way, the Council of Europe
aims to achieve greater unity among its members and to avoid any form of discrimination on the
grounds of citizenship by sex, religion, race, color, national or ethnic origin. In essence, this new
convention agrees with dual citizenship.

Governments survey on World Population Policies conducted by UN DESA shows which
governments allow their citizens to retain citizenship when acquiring another one, and if so, under
what conditions or restrictions. Restrictions refer to: (i) the involved countries (accepting dual
citizenship in the case of certain countries) or (ii) the rights involved (accepting dual citizenship
with restrictions on full citizenship rights). The results are presented in Figures 3 and 4.

If we look at the situation in Europe in 2013, we notice that most states accept dual citizenship
without any restrictions, only some countries, as the Netherlands, Austria, Germany, Czech
Republic, Denmark, Norway, Spain, Poland, Belarus and Lithuania recognize dual citizenship with
restrictions. Only three post-Soviet countries do not accept dual citizenship: Ukraine, Latvia and
Estonia. Researching the situation in the world we find that most countries in the world have
accepted dual citizenship without restrictions. Most states that do not recognize dual citizenship
are from Asia and Africa.
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Acceptance of dual citizenship, 2013

| MNo Restricted Yes |

Figure 3. Acceptance of dual citizenship in Europe, 2013
Source: The figures were elaborated by the author based on the database UN DESA World Population
Policies Database (https://esa.un.org/PopPolicy/about_database.aspx, accessed 10.05.2019)

Acceptance of dual citizenship, 2013

| No Restricted Yes |

Figure 4. Acceptance of dual citizenship in World, 2013
Source: The figures were elaborated by the author based on the database UN DESA World Population
Policies Database (https://esa.un.org/PopPolicy/about_database.aspx, accessed 10.05.2019)

Trends in Moldovan immigrant’s access to foreign citizenship

Acquiring the citizenship of another country by the citizens from Moldova became possible after 2002
when the Law was amended for this purpose. Until 2002, the Constitution limited the possibility to
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hold other citizenship without losing Moldovan citizenship, except in the cases provided by
international agreements to which the Republic of Moldova is a party. Despite some public
discussions about possible negotiations for a bilateral agreement on dual citizenship with Romania,
Moldova has not signed such treaties (16, GASCA, V., 2012). The effect of the promoted policies is seen
in the Figure 5 and Tabel 1, which shows the increased access to foreign citizenship since 2002.
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Figure 5. Acquisition of foreign citizenship by Moldovan citizens in 1994-2016 period
Source: Author’s estimates based on OECD International migration database, Eurostat and National
Bureau of Statistics data.
Note: The rate is represented on the left axis.

Table 1
Acquisition of foreign citizenship by Moldovan citizens in selected period and countries
(thousand and %)
Acqunsrt_lon of thousand %
nationality by
country 1994-2001 |2002-2008 [2009-2016 [1994-2016 [1994-2001 |2002-2008|2009-2016 |1994-2016

USA 54 6,7 11,7 23,8 3.7 19,2 18,6 22,7
Canada 0,9 2,7 8,3 11,9 12,4 7,7 13,2 114
Italy 16 14,7 16,2 45 23,3 15,5
Portugal 2,2 14,9 17,1 6,5 23,6 16,3
Bulgaria 13,1 1,1 14,3 38,0 1,8 13,6
Germany 0,6 33 2,9 6,9 8,5 9,6 4,6 6,5
Spain 0,1 15 16 04 2,4 15
Greece 0,1 11 11 0,1 1,7 11
United Kingdom 0,1 0,5 0,8 15 15 14 13 14
France 01 0,2 05 0,8 14 0,6 0,8 0,8
Belgium 0,3 05 08 0,8 0,9 0,8
Czech Republic 0,002 0,1 05 05 0,0 0,2 0,7 05
Other countries 0,2 38 44 8,3 2,6 10,9 6.9 7,9
Total 7.4 34.6 63.0 105.0 100.0 100.0 100.0 100.0

Source: Author’s estimates based on OECD International migration database and Eurostat.
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Romania is the country with the most citizenship requests from Moldovan citizens.
Unfortunately, there are no official statistical data available to present the exact number of
Moldovan citizens who also hold Romanian citizenship, but it is important to know that according
to the Romanian Citizenship Law no. 21 of March 1, 1991, the citizens of the Republic of Moldova
restore the Romanian citizenship, but do not acquire it. Pursuant to Article 11 of this law, at the
regaining of the Romanian citizenship are entitled the persons who acquired it by birth and who
lost it for reasons not attributable to them or this citizenship was taken away without their will, as
well as their descendents up to the third generation, with possibility of retaining foreign citizenship
and establishing their domicile in the country, or keeping it abroad. Thus, the recovery of Romanian
citizenship is justified to be done by all persons from the Republic of Moldova who were born and
lived in the territory of Romania until 1940 and their descendants up to the third generation.

The regaining of Romanian citizenship plays a very important role in the evolution of
migration from Moldova, because it favors the legal migration in UE countries and work migration.
The national survey The Barometer of Public Opinion held in April 2007 showed that 1.4% of the
population owned Romanian citizenship, 9.8% filed the documents for its regaining and 27.0%
intended to submit it. The reasons are free movement in the EU - 18.6%, legal work in the EU -
12.6%, free movement in Romania - 4.7%, identity and belonging to the Romanian people - 2.5%.
However, the massive phenomenon of regaining the Romanian citizenship cannot be considered
and analyzed as an ordinary naturalization, since the method by which it is obtained refers to
descendant born abroad.

As mentioned, there is no official and transparent source that systematically presents the
situation regarding the regaining of Romanian citizenship by Moldovan citizens. Some statistical
data are presented periodically in the media. In 2013, the Sorros Foundation Romania estimated at
least 400 thousand Moldovan citizens who received Romanian passports during the period 1991-
2012. Subsequently, the Romanian National Authority Citizenship announced that between 2002
and March 2018 Romanian citizenship was regained by about 521 thousand citizens from Moldova.
In 2015-2017, about 175 thousand Romanian citizenships were conferred to citizens from Moldova
(in 2015 - 45.5 thousand, in 2016 - 61.2 thousand, and in 2017 - 68.6 thousand).

Another specific situation is the acquisition of the citizenship of the Russian Federation by
the Moldovan people. Since the break-up of the USSR, in Russia there have been adopted two
important legislative acts on citizenship: between 1992-2002 it was in force the law adopted until
the break-up of the Soviet bloc, and from 2002 the new law of citizenship was adopted. Russian
experts evaluated the law promulgated in the USSR as extremely libertarian, with the procedure of
acquiring citizenship very simplified and greatly favoring the inhabitants of the former Soviet
countries (8, CUDINOVSKIH, 0.S., 2018), the people in these countries were enough between
3 months and 1.5 years to become Russian citizens.

In order to acquire Russian citizenship, it is imperative that foreigners turn 18 years old, to
live uninterruptedly on the territory of the country for 5 years, to speak Russian, to have a
legitimate source of livelihood and take an oath of respect for the Constitution of the Russian
Federation. At the same time, the legislation also provides for the acquisition of citizenship in a
simplified procedure for certain categories of applicants. In the case of the Moldovan population,
the procedure for acquiring citizenship is simplified if in the past the applicant has held the
citizenship of the USSR, as well as if they participated in the Program for support of voluntary
resettlement to Russia of compatriots who live abroad, and has his / her residence in Russia. The
data showed that 3.7% of the naturalized immigrants in Russia are citizens of the Republic of
Moldova (8, CUDINOVSKIH, 0.S., 2018).

At the same time, it is possible for the applicants to obtain citizenship through the foreign
institutions of the Russian Federation (these are usually the consulates, embassies), while they are
in the territory of the country of residence. This path was best accessed by the population on the
left side of the Dniester (8, CUDINOVSKIH, 0.S., 2018). According to the data, over 400 thousand
Moldovan citizens (including from Transnistria) acquired the Russian citizenship between 1992
and 2017 (Table 2).
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Table 2
Persons from Moldova admitted to the Russian citizenship
Ministry of the Interior/ Federal

L . Foreign institutions Total

Migration Service
Year |Thousand| Year |Thousand| Year (Thousand| Year |[Thousand| Year ([Thousand| Year |Thousand
1992 0,02 2005 137 1992 - 2005 71 1992 0,02 2005 214
1993 0,2 2006 128 1993 - 2006 20,2 1993 0,2 2006 33
1994 31 2007 139 1994 - 2007 348 1994 31 2007 48,7
1995 8,6 2008 158 1995 - 2008 19,7 1995 8,6 2008 355
1996 7,1 2009 204 1996 - 2009 219 1996 7,1 2009 423
1997 74 2010 2 1997 - 2010 12,8 1997 74 2010 148
1998 71 2011 28 1998 - 2011 94 1998 71 2011 12,2
1999 56 2012 53 1999 - 2012 3,7 1999 56 2012 9
2000 71 2013 125 2000 - 2013 46 2000 71 2013 171
2001 9 2014 13,7 2001 - 2014 53 2001 9 2014 19
2002 6,7 2015 16,8 2002 - 2015 104 2002 6,7 2015 21,2
2003 04 2016 23 2003 11 2016 154 2003 15 2016 384
2004 73 2017 29 2004 53 2017 14,2 2004 12,6 2017 432

Total 251,92 Total 186,5 Total 438,42

Source: the Table was elaborated by the author based on the data presented by Chudinovskikh 2018.

USA and Canada offered citizenship to immigrants born in Moldova with a higher frequency even
if the intensity of migration in these countries is lower compared to other countries, for example Italy,
Portugal and Germany. Most likely, the answer in this situation is the relatively simple naturalization
process among international standards in both Canada and the USA. To become eligible for citizenship,
a person must be 18 years old and 5 years of continuous residence in the USA and 3 years (of the last 4
years) in Canada (23, PICOT, G., HOU, F., 2011). Other important conditions are knowledge of English
(or French for Canada), knowledge of history and institutions, participation and oath taking, loyalty to
the state, lack of criminal record in Canada. At the same time, the children of immigrants born in the US
or Canada automatically obtain the citizenship of the respective countries.

The number of naturalized persons during the whole period analyzed is estimated at almost 24
thousand in the USA and 12 thousand in Canada. Of the total number of naturalized migrants in the
period 2002-2016, about 19% occurred in the US and 8-13% in Canada (Table 2).

There are known several periods when immigrants to the US were naturalized in greater
numbers, namely the years 1999-2000, 2012-2013 and the last years 2015-2016. The majority of
immigrants who acquired citizenship in 1999-2000 arrived between 1991 and 1994 (86% and 91%,
respectively).

This increase was due, on the one hand, to improving the conditions for processing applications,
and on the other hand to the 1996 legislative changes (PRWORA), which canceled many privileges for
non-US citizens, which encouraged immigrants to gain citizenship (14, ENCHAUTEQUI, M.E,
GIANNARELLI, L., 2015; 5, BLOEMRAAD, I, 2006). In the other two periods, the increase of
naturalization is closely related to the increase of the migration flows. In 2005-2006 there were two
large flows of immigrants of about 3.5 and 3.0 thousand people, the majority being refugees and asylum
seekers (29, TABAC T., 2015), which caused the increase of naturalization in 2012-2013. This tendency
can be followed permanently in the USA, the increase of the migratory flows leads respectively to the
growth of the naturalized persons in the following years. Based on these findings, we can consider that
the migrants from the Republic of Moldova have motivation and desire to stay in the USA, and the
citizenship is an opportunity in this regard.

In the case of Canada, the trend of naturalization has been stable throughout the years except for
2014 and 2015, when the number of naturalizations increased by 220% and 140%, respectively. We
can assume that the situation occurred due to the intensification of the migration flows in 2009 and
2010 by 36% and 76%, respectively. However, during this period the processing fee has been changed
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and the cost for citizenship has increased significantly, and when a new amendment comes into effect,
there may be an increase in demand before the new requirement comes into effect, and a decline after
that, as shown in the data presented below.

Southern Europe: Italy, Portugal, Spain and Greece. To become eligible for citizenship in these
countries it takes a period of residence of 6-7 years for Portugal and Greece and ten years of residence
in Italy and Spain (in Italy the period is reduced to four years for citizens from EU countries). Other
conditions: sufficient knowledge of the national language (for Portugal), as well as the culture and
history of the country (for Greece), no criminal records of certain crimes (Italy, Portugal and Greece),
stable and sufficient income (Italy and Greece), to prove adequate social integration (Portugal and
Spain). For Spain it is especially important the oath of loyalty to the King and obedience to the
Constitution and renouncing to the citizenship of the country of origin. All these countries, except Italy,
ask persons applying for naturalization to demonstrate that they are integrated into society based on
an integration test (24, PASCOUAU, Y., BRUYCKER, P., 2011).

The naturalization of immigrants in Southern European countries began in the second half of the
20th century due to the fact that immigration to these territories is a relatively new phenomenon (27,
Tabac T., 2018) considering that the Republic of Moldova has gained independence from the Soviet bloc
recently. At the same time, an important factor in this situation is the public policies that regulate more
restrictive naturalization procedures, compared to the countries analyzed above (in Italy and Spain it
takes 10 years of legal residence while in Spain it is also required to renounce to the previous
citizenship). From the data we can see that immigrants started to acquire citizenship in Portugal first,
the period of intensive naturalization being observed between 2008-2013. The naturalization of
immigrants in Italy increased with 2012, which means ten years from Law No.189 of July 30, 2002
(Bossi-Fini Law), famous for the amnesty offered to illegal immigrants. From the data it is also observed
the increase of naturalization up to 5.6 thousand in 2016, a highly significant increase in our case. For
the whole analyzed period, 16.2 thousand immigrants acquired the Italian citizenship and 17.1
thousand the Portuguese citizenship. The citizenship of Spain and Greece was acquired by a very small
number of immigrants, 1.6 thousand and 1.1 thousand, respectively, because in Spain the conditions are
harsher, whereas in Greece the immigration was the lowest.

Western Europe: Germany, Belgium, France and the UK. In the recent years, an intensification
of the migration flows from Moldova to this region is registered, largely due to the increase of the
number of Romanian citizens (27, Tabac T., 2018). From this reason, we consider necessary an analysis
of the current state regarding the acquisition of the citizenship of these countries.

To become a citizen in Belgium, France and the UK it is required a minimum of five years of
continuous residence, while in Germany - eight years (ten years until 2000). Other specific
requirements besides the knowledge of the language of the country, socio-economic integration, lack of
criminal convictions, it is necessary to know the constitutional rights and duties in the case of France,
and the intention to have the main domicile in the case of the UK. The conditions for acquiring the
citizenship of Germany are tougher than in the other countries. Besides the fact that the knowledge of
the German legal system and the demonstrated ability to support oneself and family without requesting
for unemployment benefits are required, a mandatory condition is to give up to the citizenship of the
country of origin. However, the largest number of immigrants from Moldova to Western Europe have
acquired German citizenship. Between 1994-2016, 6.9 thousand immigrants have acquired German
citizenship, 1.5 thousand UK citizenship and 0.8 thousand each - French and Belgian citizenship.
Immigrants to Germany also gain citizenship through cultural-ethnic affinity. That is, German ethnic
immigrants from Eastern Europe who, with the break-up of the Soviet bloc, settled in Germany on the
basis of a special certificate have the opportunity to automatically acquire citizenship through descents.
However, renouncing another citizenship is required. According to Statistisches Bundesamt, about 90%
of immigrants obtain citizenship through naturalization, the proportion of naturalization being
estimated at 3-5% of the stock of immigrants from Moldova (28, Tabac T., 2017).

Other countries of naturalization in the analyzed period are Bulgaria (14.3 thousand), Ireland
(2.3 thousand), Turkey (2.1 thousand), Czech Republic (0.5 thousand), Netherlands and Australia (each
0.4 thousand). In Bulgaria it is registered the largest number due to the simplified rules for offering
citizenship since 2001, the mode of acquisition of citizenship is "by origin" and it implies the
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demonstration of ethno-cultural affinity with the Bulgarian nation. Although Moldovan emigration to
Bulgaria has not been registered, the number of naturalized persons is close to that of Portugal and Italy.
Many have acquired Bulgarian citizenship for emigration and legal work in EU countries.

To become a citizen in the Czech Republic it is necessary to renounce the citizenship of another
country, which motivates the Moldovan immigrants to access Czech citizenship. In this case, we can
support the negative influence of policies because the flows of immigrants to the Czech Republic have
always been at the level of flows in Portugal (27, Tabac T., 2018). The situation is also specific in the
Netherlands because it is required to renounce the citizenship of another country if it exists, but the
number of immigrants in this country is not significant either.

The conditions of citizenship in Ireland and Australia are relatively simple. There are required
from two years (in Australia) to five years of residence (in Ireland), expressed intention to remain in
the country, good character and loyalty to the state.

Insufficient statistical data does not allow us to mention the exact number of people who obtained
citizenship in Turkey during the analyzed period, only data for 2002 and 2003 shows about 970 and
900, respectively. Such growth certainly represents changes in the level of policies promoted.

CONCLUSIONS

In the context of the ones mentioned in this paper we conclude that at present, a significant
number of Moldovan citizens also possess the citizenship of another state. The anticipated estimates
that we have at the moment allow us to consider that their number can be 1 million people, with some
variations. Reporting to the stable population of the country, this number represents ¥4 of the total. Of
course, the policies promoted by the other states had a great impact and for some countries it was not
necessary for the citizen to be a classical immigrant established and integrated in the society. The case
of Romania, but also of Bulgaria, is quite specific in this context because the acquisition of citizenship is
made in line with ethnic and cultural origins with the respective countries. At the same time, the
naturalization of immigrants in the Russian Federation was favored on the one hand by facilitated
policies for the former USSR, and on the other hand by the socio-cultural similarities between the
populations of these societies (knowledge of the Russian language, similar values and so on).

About a classic process of naturalization in which an immigrant must demonstrate eligibility for
citizenship through socio-economic integration we can speak in the context of European and overseas
countries. Here, the impact of policies promoted by the countries of destination is observed too, and in
this respect Canada and USA differ from most EU countries by less austere naturalization policies. We
consider that the naturalization of immigrants in the EU is low compared to the annual flows that go
here and the stocks formed over the years. Immigrants from Moldova have demonstrated that they can
successfully integrate socially and economically in all emigration countries and European countries are
not an exception. We also want to emphasize the importance of tolerance towards dual citizenship
(which exists both in the Republic of Moldova and in most of the host countries) as a determining factor
in accessing foreign citizenship by Moldovan immigrants.

Acquiring the citizenship of developed countries offers various benefits to immigrants from
Moldova, therefore the proportion of naturalizations is constantly increasing. The most important
benefit is considered the mobility without barriers at international level, or in the case of the Republic
of Moldova there are travel restrictions in the most countries of the world. The citizenship of a European
country favors not only the visits, but also the employment in any of the EU countries, insurance,social
and legal protection in the country of destination, as well as the opportunity of migration for settlement.
These benefits are important for Moldovan migrants considering the poor socioeconomic situation and
political instability in the country.

To our best knowledge, this is the first study that addresses the acquisition of foreign citizenship
by Moldovan immigrants and indicates the need to develop in perspective the analyzes on the economic
and social benefits of naturalization. It is also important and useful to know the extent to which
naturalization can increase among immigrants eligible for naturalization. The longer the immigrants
are in the host country, the more the opportunity for naturalization increases. Equally important is the
knowledge of the socio-economic characteristics of naturalisers.
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The monography is a synthesis of the theoretical approaches regarding food security, the analysis of
the legal and normative framework existing at both international and national level. Also, an applied
research on the management of food security assurance was carried out at the current stage of socio-
economic development in regional and national context.

Keywords: food security, economic security, sustainable development, economic crises, food security
management, security risks.

The undersigned, Dr. Habilitate, prof. Dragos Cimpoies, after examining the monograph "Food
Security Management" written by Mrs. Maria Oleiniuc, PhD, assoc. prof,, I formulate the following
assessments, conclusions and proposals.

This work is the result of a laborious activity. The researched branch is of a particular economic
and social importance. The ensurance of food security is a problem faced by modern society not only
globally but also at each country level.

The first chapter of the book reflects the main conceptual delimitations of food security, economic
security and sustainable development. Within this chapter, the author refers to the ideas of the main
international and local researchers such as: Strange T., Bayley A., Norgaard R., Baranovschii A. G.,
Danilova-Daniliana V., Pisculova N., Pohoata 1., Dobrota N., Gavrila-Paven I., Petre R., Burja V., Dinga E.,
Stratan A., Perciun R, Bajura T., Babii L., Boincean B. The author also refers to the link between the
conceptual trilogy: economic security, food security and sustainable development.

The author's concern in Chapter 2 focuses on the influence and consequences of global food
security risks. Thus, the author reviews the problems faced by the modern society on ensuring food
security due to environmental risks: drought, floods, climate change, etc. and the consequences. At the
same time, in this chapter the author studies the normative, institutional frameworks and the existing
policies on ensuring food security. Of a particular importance is the current legislation on food security
at EAC and CIS countries.

In Chapter 3, entitled "Diagnosing Global Food Security", the author focusing on SDO (Sustainable
Development Objectives) highlights the correlation between the food security and the sustainable
development indicators. The author assesses the situation regarding the development level of the agro-
food complex worldwide. A fairly eloquent analysis is made by the author about the level of food
security and the consequences of food insecurity such as: obesity, malnutrition, etc. and the most
affected countries. As a result, the picture we receive shows that the countries with the highest level of
food insecurity are third world countries.

1 Date received: May 2019.
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Chapter 4 is dedicated to the food security analysis in the Republic of Moldova. A particular
attention is paid to the characteristics of the institutional framework and regulations regarding the
activity of the indigenous agricultural sector under conditions of sustainable development. Here are
analyzed the risks related to ensuring national food security. Further, the author assesses the
development dynamics of the agri-food complex of the Republic of Moldova, focusing on different
periods of development of the country depending on the economic system existing in the period.

Chapter 5 represents the author's reflections on a model for analyzing food security at the
regional level of the Republic of Moldova. It is worth attracting a special attention to paragraph 5.1. In
order to be aware of the development level of the main pillars of food security at regional level, the
author comes with a "product” such as the "Food Security Insurance Atlas of the Republic of Moldova",
which can serve as a tool for analyzing the current situation not only from an agronomic but also social
point of view.

In conclusion, I can say that this is a reference, which is distinguished by a personal footprint,
reflected on each page of the paper. Through the content of ideas, through approaches and analyzes, the
monograph "Food security management” represents a scientific value and is a special contribution in
the literature.
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